Statecraft, Trade and Strategy: Toward a New Global Order
Dennis M. Patterson*
Rutgers University and Swansea University
217 North Fifth Street
Camden, NJ 08102
E-mail: dpatters@camden.rutgers.edu
*Corresponding author
Ari Afilalo
Rutgers University
217 North Fifth Street
Camden, NJ 08102
E-mail: afilalo@camden.rutgers.edu

Introduction
During the first era of globalization, from the years 1870 to 1940, there was an
unprecedented cross-border movement of goods, capital, and labor. 1 The essential
difference between today’s globalized trade and that of the first era is what happened
as a result of World War II. The World War II victors’ adoption of the General
Agreement on Tariffs and Trade at Bretton Woods is widely characterized as a
belated recognition by the Western powers that comparative advantage is the best
candidate for a foundational norm of international trade. 2 The classic story is one of
failure and redemption. Before World War II, the modern liberal democracies failed
to recognize that liberalized trade and freer movement of goods would be a collective
benefit. Instead, they remained committed to protectionist policies developed in a
prior era of mercantilism and, in the process, tore one another apart with trade wars
that hampered their recovery from deep depressions at the time when the greatest of
strategic dangers loomed. In their fight over the soul of the State, the story goes, the
modern liberal democracies failed to install an international trade order that accorded
with their constitutional structures and their strategic interests at the time when
fascism was making its bid for global domination. 3 This strategic and economic
mistake, however, was rectified in the redeeming act of Bretton Woods. Although
the U.S. Congress ultimately rejected the international financial and other aspects of
the Bretton Woods work, comparative advantage was embraced as the foundational
norm of trade, thereby contributing to the binding of the modern liberal democracies
into an economically and politically cohesive alliance that withstood the Cold War
and ultimately defeated Communism in the struggle for Statecraft dominance. 4
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Scholarly discussion of Bretton Woods and international trade often evinces an “end
of history” theme. 5 Bretton Woods was uniquely qualified to accord with the welfare
nation-state structure of the World War II powers, and scholars and analysts have
mistaken this efficacious marriage of convenience with a timeless principle. Thus,
we are told that Bretton Woods and the GATT “embed” democracy in a unique
fashion by bringing in the former fascist nations and providing even greater resources
than before for each state to deliver welfare and security to its nation. Any form of
democracy requires that political sovereignty be retained by the people and, further,
that all the people within the state enjoy universally recognized freedoms and
liberties. Comparative advantage and relative specialization contribute to the
increase of the global economic pie, thereby making each individual nation-state
better off to provide security for its peoples welfare and liberty. The “negative
integration” aspects of the GATT, which focus on the removal of barriers to trade
through prohibitions on tariffs in excess of agreed-upon bindings, discriminatory
taxation and regulation, quotas, and like measures, ensure in theory that each
Contracting Party retains the legal capacity to exercise its political sovereignty to
regulate within its borders while only giving up tools of protectionism. 6 Most
importantly, each individual state can choose the welfare mechanisms it deems best
to serve its nation, all the while benefiting from a more efficient and plentiful
international trade order and production. At the end of the day, then, even while
maintaining political sovereignty, each country is theoretically better off and has not
given up its obligation to discharge its essential function in the 20th century – the
welfare of its nation.
Our claim, however, is that the 20th century system accords with the constitutional
structure of the victors of war, and that they therefore devised it accordingly, but that
comparative advantage is not a timeless truth. Our claim that the key to
understanding the global trading order, and its relationship to the strategic interests of
its actors, lies in uncovering the relationship between trade and the State. 7 A central
aspect of this understanding is that the victors of war or states that otherwise
dominate the strategic playing field have the opportunity to establish a trade system
that accords with their Statecraft. 8 The trade order between states is connected to a
larger order of states, an order we identify as “constitutional.” The current trade order
is predicated on policies and practices that were the product of a global trading order
of nation-states. When the current trade order was conceived and implemented in the
middle of the twentieth century, the world was comprised of nation-states. Each
nation-state contained an infrastructure and a wealth of industries that were located in
a place and connected to markets regulated by the states where those industries were
found. For the nation-state, the nature of its Statecraft accorded with the trade system
put in place at Bretton Woods, as it was in the interests of the victors of World War II
to adopt such a system. This world, which comprised the material background for the
institutions conceived at Bretton Woods, is not the one we live in. Yet, the policies,
practices, and institutions of the global trading order are all predicated on this world.
Given that the rules and institutions of trade are the product of a world that no longer
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exists, new norms and institutions are urgently needed. We believe that not only
does trade hang in the balance but global security as well.
In Part I, we outline our argument about the relationship of Statecraft to the
international trading order, and to the strategic goals of the states that comprise this
order. We illustrate our claim with a discussion of the 20th century order, reviewing
selected historical events starting with the Treaty of Versailles and continuing
through the fall of the Berlin Wall. In Part II, we apply our theory to the current
epochal manifestation of the State, and what we perceive to be the new existential
dangers: global networked terrorism, globalized diseases and natural disasters, and
the rise of religious fundamentalism as a Statecraft competitor. We conclude in Part
III with various ancillary observations as to the import of our thesis and its relevance
to today’s international economic order and what we believe to be the need to
overhaul it.
Part I
The State has two faces, an inner and an outer. The outer face of the State has two
dimensions: strategy and trade. The inner face of the State is its legal, constitutional
dimension. The outer dimension of the State is comprised of two principal features:
strategy and trade. At all times, states have a strategic relationship to other states, the
most basic of which are peace and war. Trade is the second dimension of the outer
face of the State. Trade ideology (e.g., mercantilism or comparative advantage)
follows the constitutional order of states in that each form of the State is
complemented by a particular trade regime. For instance, as we will explain further,
mercantilism was complementary to the state-nation form of the State and in the
twentieth century comparative advantage was a natural trade ideology for the era of
the nation-state. “Statecraft” embodies the outer and the inner faces of the State.
Our argument is that these two dimensions of Statecraft interact with one another
over time, and that the trade and strategic outer faces of the State must be structured
so as to accord with the inner dimension of Statecraft, as well as with each other.
Thus, when we say that the trade order “follows” the constitutional order of states,
we mean that each constitutional order of states (i.e., each epochal iteration of the
State) embraces a complementary trade ideology, and when we argue that the trade
order must accord with the strategic order of state we claim that the dominant group
of states in each constitutional epoch tend to adhere to a trade order that accords with
their strategic needs.
Our theory posits that the inner constitutional dimension of the State, law, is directly
linked to the outer face of the State, that the inner constitution of the State varies
from one epochal manifestation to the next, and that the interaction between the inner
and outer faces of the State ultimately brings about transformative patterns that over
time usher in the next era of Statecraft. 9 One upshot of this theory is that grand
pronouncements as to the achievement of the optimal form of government, or of the
establishment of a timeless trade order, are misguided. Fukuyama, for example, was
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wrong when he declared that modern liberal democratic Statecraft portended the “end
of history.” 10 In fact, he merely took a snapshot of the modern State at its apex. 11
As we will explain, the continuous wheel of Statecraft would bring about the next
constitutional epoch. 12 Likewise, the classic account that comparative advantage
ultimately prevailed over misguided policies of mercantilism and protectionism to
bring about an international trade order that accords with democracy, also has a
flavor of timelessness that misses the historical mechanisms that makes comparative
advantage a legitimate foundational norm for the modern nation-state epoch, but not
necessarily for other constitutional eras. 13 In this part of the paper, we illustrate our
theory with a description of the relationship between the inner and outer faces of the
State in the 20th century welfare nation-state epoch. 14
In the modern epoch, the State legitimated itself by delivering on its promises of
security and welfare to the nation. 15 On the strategic front, the 20th century featured
a series of conflicts that were intended to settle the question of which competing
forms of Statecraft -- communism, fascism or democracy -- would become the
dominant mode of Statecraft in relation to the nation. The Bretton Woods Order was
uniquely suited for the modern liberal democracies. Modern era Statecraft included a
wide array of legal and policy schemes that embodied the modern liberal democratic
State’s commitment to unleash its power to provide for the welfare of the nation. 16
The State achieved its goal through the legal implementation of an organic set of
principles in subject matter areas such as public enterprises, unemployment
compensation, housing aid, assistance to large families, and other policies intended to
achieve the chosen level of redistributive justice. The State established property and
economic rights available generally to the nation. It provided for labor protection
rules that shored up its working classes. It regulated resource conservation, consumer
rights, sales and offerings of securities, competition law, and a myriad of other areas
that were relevant to the economic and social life of the nation.
The modern liberal democracies had, of course, differing approaches to the relevant
regulatory issues. 17 From minute regulation, such as pesticide levels or machinery
technical specifications, to broad constitutional areas such as expropriation, free
speech, or the right of discrete minorities, the modern liberal democratic states
adopted disparate approaches to specific subject matter areas. The European states
tended to adhere to cradle-to-grave entitlements. In the United States, the emphasis
was more on tax and transfer policies. Japan, for its part, relied heavily on centralized
planning of industrial activity and subsidies of research and development that would
shore up enterprises housing a large part of the domestic workforce. Despite their
different viewpoints, all major players shared a basic philosophy of domestic
Statecraft: the dedication of the power of the State to secure, as a matter of
entitlement, the welfare of the nation. 18
The Bretton Woods Order operated in harmony with domestic Statecraft because it
joined an efficient economic theory with a legal structure that respected each modern
liberal democratic state’s welfare choice. 19 When the United States, Britain, and
France met at Bretton Woods, their aspiration was to produce a new global economic
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order that would bring financial stability and promote economic growth through free
trade. The protectionist policies of the 1930s and the pre-War era had hampered the
democracies in their struggle against fascism. 20 At the very time when they needed
an economically strong and cohesive bloc to wage their existential war against
fascism, the modern liberal democracies followed 19th century of mercantilism that
resulted in trade wars and fragmentation. 21 Redemption happened after World War
II, in large part, because the GATT embodied the theories of absolute and
comparative advantage developed by Adam Smith and David Ricardo. 22 States
would maximize their collective wealth by eliminating restrictions on the free
movement of goods. 23 They would tend to specialize in commercial sectors where
they held an absolute or relative competitive edge, and satisfy their domestic demand
through trade rather than the concentration of all or substantially all production in
domestic hands. 24 The upshot of this economic principle was the maximization of
collective resources, and the expansion of the collective pie. 25
However, the deeper and more meaningful accomplishment of the GATT was that it
institutionalized a set of legal norms that unleashed comparative advantage as the
driver of the international economic order, all the while operating harmoniously with
the domestic legal Statecraft order of the day. The institutionalization of comparative
advantage featured principally three “disciplines”, each of which imposing negative
obligations on the participating states, that reduced those states’ ability to impose
protectionist trade barriers: (1) a prohibition against the adoption of tariffs exceeding
agreed upon bindings; (2) a non-discrimination norm applicable to internal taxation
and regulation; and (3) a prohibition of quotas and like measures. 26 The Bretton
Woods “negative integration order” was uniquely suited for the modern liberal
democracies because, at least in theory, it left them war free to implement their
individual legal and policy schemes to ensure the welfare of the nation. 27 The
welfare policies, regardless of their form, could be implemented without interference
from the international set of norms regulating trade. 28 Despite their different
systems, all modern liberal democracies shared a basic philosophy of domestic
Statecraft: the dedication of the power of the State to secure, as a matter of
entitlement, the welfare of the nation. Bretton Woods worked and, as John Maynard
Keynes famously put it, the lawyers were its “poets” because they institutionalized a
trade order that, at least in theory, would respect the sovereign national right of each
participating state to achieve welfare through the regulatory route of its choosing. 29
The Bretton Woods system, in other words, married international economic policies
(and an international order of states dedicated to wealth maximization) to a legal
framework that protected the nation-states’ power to control their domestic
economies. Thus, the GATT created a world trade system that accorded with the
domestic expressions of the constitutional nature of modern Statecraft. 30 The
application of mercantilist policies to a modern epoch was bound to produce
economically disastrous results not because mercantilism was an inadequate norm in
the absolute, but because it did not accord with the nature of Statecraft of the time.
The transformed State of the 20th century had to adjust its outer trade expression and
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articulate a modern structure that would accord with the inner face of Statecraft and
its expression in the strategic realm.
Bretton Woods also accorded with the strategic needs of the World War II victors
because its structure worked harmoniously with the security model of the modern
nation-states. The strategic essentials of the modern era of Statecraft included
sovereignty and balance of powers. Each individual member of the Western alliance
held the sovereignty of the territory defining the nation as a fundamental hallmark of
its security policy, and the system created a bloc of states of sufficient strength to
defend itself individually and, as a group, to ward off communism as the second
competing theory of Statecraft. 31 (Germany and Japan were of course militarily
restricted, but their alliance with the United States essentially gave them the strength
to repel foreign invaders that would threaten their post-fascist constitutional order.)
Balance of powers in the strategic realm was matched by the trade balance of powers,
with each state trading on its comparative advantage and solid economic base
associated with the nation (and in the case of the defeated fascist powers
strengthened through the Marshall Plan). 32 At the same time, balance of powers was
achieved consistently with a cohesive economic bloc bound by free trade but
sovereign to regulate. At the end of the day, as they prepared to fight communism as
a Statecraft competitor, the modern liberal democracies joined themselves into a
balanced whole that was stronger than its individual components, infused additional
resources to each such individual component and, as structured, did not infringe on
their essential sovereign constitutional features.
A predominant feature of the victors of World War II was their concern with their
individual vulnerability to the Soviet bloc’s competing model of statecraft. The
victors found themselves at a cross-road. In order to maintain their position they
could not allow history to repeat itself. Economically punishing former fascist
nations would only serve to make communism more attractive. The only alternative
was creating a unified Western bloc based on modern liberal democracy that not only
brought former fascist nations into the fold but provided greater resources for each
state to deliver welfare and security to its nation. 33 This was the best structure for the
victors of war to provide a strategic and trade alternative to the Soviet bloc. This
understanding was the most appropriate economic complement to the Western
military alliance in that the international trade order cemented economically the
strategic alliance. The modern liberal democracies were able to unleash the welfare
regulatory system as a viable alternative to the communist, centralized economy, all
the while achieving a well-balanced alliance of collective strength to ward off the
Soviet bloc.
The victors of World War II necessarily had to evolve away from the mercantilist
system of the 19th century state-nation, not because the foundational principles of that
system were inconsistent with a timeless economic truth, but because the
continuation of mercantilism would have rendered the victorious states to become
fragmented and serve to undermine their ability to unleash its welfare regulation in a
harmonious international environment.
Mercantilism might have been the
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appropriate norm in the 19th century state-nation form of Statecraft, where the State
dedicated itself to strengthening its power. 34
Part II
The Bretton Woods system brought about changes in the inner constitution and
Statecraft of the victors of World War II and other emerging players in the
international scene that makes it necessary to revisit the fundamentals of the
international trade system.
First, the subdivision of the world into economic units coextensive with nation-states
was eroded because the GATT and the WTO opened up borders to trade in goods and
services. This openness lies at the heart of comparative advantage. In such a
marketplace, goods and services are exchanged across borders by consumers,
distributors, and manufacturers. Manufacturers will purchase components necessary
for their output, and distributors will purchase products for domestic resale (in
particular from jurisdictions that enjoy a regulatory comparative advantage). 35
Importers will inevitably seek to acquire equity or other stakes in their suppliers, so
as to increase profit margins. Conversely, exporters will seek to participate in the
profits of the importing companies. Joint ventures and other cross-border
partnerships will flourish. The upshot is that the trading world that grew out of the
Bretton Woods system gradually “flattened” the economic units that formed the core
of that system (the nation-states).
This outward expansion of market activities and of market integration was directly
related to the adoption of comparative advantage as the animating norm of the
system. In the mercantilist era, the inward solidification process led to the creation of
a national industrial context that set the stage for comparative advantage. In the
comparative advantage era, the gradual relocation of factors of production to the
countries with the most comparative advantage created relationships that were bound
to yield a diffuse world.
The textiles industry provides a clear example of the phenomenon. The principal
players in the industry include manufacturers, designers, brand owners, distributors,
and retailers. At the beginning of the comparative advantage era, all of these actors
were associated with one nation and national industries were identified with
geographically located nation-states (by way of example, Paris’ Sentier or New
York’s Garment District). 36 The model was national in character. The Sentier
merchants presented their wares to retailers and wholesalers. Designers worked in the
back office to produce the models for each season. Manufacturers were located in the
neighborhood, together with producers of cloth, buttons, zippers, hardware, fabric,
and other raw and intermediate materials needed to make the goods at issue. The
factories with which they worked were located in regions of France traditionally
devoted to the production of textiles, leather, and other fashion goods.
Free trade gradually changed the rules of the game. 37 Although the reduction of
textiles and leather tariffs was by no means a smooth or complete process, and other
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barriers to trade faced the industry, comparative advantage resulted in the gradual
shift of manufacturing to the Far East. The phenomenon was manifold. First,
companies having sufficient volume to outsource production shifted away from
domestic manufacturers to Tunisia, Portugal, or other North African and Southern
European countries. They then moved to the Far East countries affording at the time
the most comparative advantage by way of cheaper labor and less restrictive
regulation, taking into account other factors such as expertise and skills, customs
duties, transportation costs, and other considerations relevant to the ultimate pricing
of the product. The domestic industry in France, for instance, went through a first
stage of transformation with the gradual elimination of domestic production.
Companies remaining in France did so in order to make a statement, in the face of the
unchallenged economic logic of moving manufacturing abroad. At the same time,
comparative advantage brought about the gradual displacement of companies that
could not afford to compete with those products or the manufacture by French
companies abroad or the sale in France by foreign companies. 38
After a half century of GATT/WTO, the French, American and other fashion
industries became cross-border enterprises dissociated from the nation and state in
which their respective components sit and comprised of partnerships between
domestic creators and sellers, and foreign manufacturing companies. The next stage
of the commercial evolution came naturally, with French and American economic
actors in the textiles industry reaching out to take advantage of the comparative
advantage enjoyed by foreign manufacturers. First, sellers and distributors began to
take equity stakes in their manufacturers. As volume increased, manufacturers found
it necessary to expand their operations. Establishing a new factory requires cash and
a commitment from the buyer to agree to long-term supply contracts. The buyer, in
return for its commitment or a possible capital infusion, wanted to participate in the
profits generated by the manufacturer. A joint venture was created, whereby
manufacturer and distributors essentially integrate their enterprises vertically across
borders.
At the next stage of evolution, manufacturing companies naturally sought to expand
their activities beyond production of goods. They invested a part of their profits to
acquire stakes in their customers. The design expertise that first remained in the
country of import slowly shifted to the country of export. In turn, this created an
incentive
for
Western
companies
to
partner
up
with
Chinese
manufacturers/wholesalers, pooling resources such as privileged access to American
buyers working in large department stores or chains, to create profitable joint
ventures. At the bottom, interloping ownership, the spread of production units across
nation-state borders, and the cross fertilization of enterprises contributed to the
replacement of national products with global, diffuse goods.
This phenomenon, we submit, was the inevitable outcome of the GATT and Bretton
Woods and its logic of comparative advantage. 39 The world transformed itself from a
compact of economic units associated with the states that comprised the trading
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world, into a global trading mass joined across borders by commercial and corporate
links. In turn, the transformative mechanisms engendered by the GATT changed the
inner nature of Statecraft in such a fundamental way as to usher in an epochal
manifestation, which has been referred to as “post-modern” or “market-state” era.
The change in inner Statecraft does not adequately quell the upsurge of global
networked terrorism, globalized diseases and natural disasters, and the rise of
religious fundamentalism as a Statecraft competitor. Therefore, the change in inner
Statecraft requires that the international trade order be rethought and that its
foundational norm be adjusted.
The diffuseness of the transformed world also brought about a gradual
commodification of the fundamental policy tools of economic regulation and wealth
transfer, which were and are increasingly influenced by international, diffuse markets
and correlatively escaping control by domestic regulators. 40 Monetary policy, for
example, is gradually escaping control by states. Public debt is increasingly held by
foreign actors and affected more by the interplay of commercial interests than by
domestic policy choices. 41 A simplified and simplistic example is the relationship
between the United States and Japan. 42 The United States has for a long time been a
main purchaser of Japanese goods, and Japan a main purchaser of U.S. debt. The
same situation obtains with respect to China and the United States dollars. 43 China
holds a staggering amount of U.S. dollars, and its currency has been pegged to the
dollar. Its willingness to continue to hold the U.S. dollar and avert a precipitous
further decline of that currency is due in part to the fact that Chinese goods are priced
in U.S. dollars. 44 Over time this phenomenon may extend to new actors on the
international scene, with a resulting decrease in domestic control. 45
Concurrent with these phenomena, the balance of powers that characterized the
modern world, which was centered on the modern liberal democracies of Europe, the
United States, and Japan, is eroding. As a result of the global marketplace wrought
by Bretton Woods, the twenty-first century has inherited a multi-polar economic
world resting on a global middle class spread across the North and the South, Brazil,
India, China, and South Korea, to cite a few, who have increasingly become world
economic centers. Developing countries have achieved growing importance in the
world markets and gradually eroded the dominant market share of the developed
countries. 46 The old Second World, made up of communist countries, is being
replaced by a new Second World comprised of economies formerly classified under
the global heading of “developing countries.” 47 Lying within and alongside the first
(post-modern) and second (modern) economies are pre-modern collectives of people
that lack the education, infrastructure, and other conditions to benefit from the
liberalization of trade that the WTO brought about. These collectives may be
Brazilian shantytowns, Afghan mountain towns, or the “excluded” neighborhoods
surrounding Paris. 48 The bottom line, though, is that the main interlocutors of trade
are no longer national middle classes represented by their states. 49 Rather, the trading
world is comprised of a diffuse trading class, numbering some 800 million people
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and spreading out in a multi-polar economic configuration, which is surrounded by
those who have yet to become meaningful participants in the global marketplace.
These changes in the nature of Statecraft and in the strategic concerns of the day
(which we will discuss in greater depth in Part III) necessitate a rethinking of the
international trade order and the adoption of norms.
Part III
Today, as in the Bretton Woods era, the world must introduce a new constitutional
norm for the international trading order. 50 In Bretton Woods, the trading partners
ushered in comparative advantage, a norm that accorded with the hallmarks of
modern Statecraft. At the time, as we have explained, the principal trading partners
had graduated to the modern era of Statecraft. They needed to institutionalize
comparative advantage in order to bring the world trade system in line with the
modern constitutional principles of sovereignty, balance of powers, nation-state, and
welfare. Today, the decline of welfare in countries like France, Japan, and Mexico,
the “flattening” of the world, and the other hallmarks of postmodern Statecraft that
we have identified, require that the world install institutions designed to give life to
the new animating norm of the trading system. Further, the entry on the international
scene of states that have not traversed the modern era of the welfare nation-state
contributes to the growing obsolescence of comparative advantage as the central
international trade norm.
We identify the new international norm that we believe is needed as the “global
enablement of economic opportunity,” and we believe that a new institution
dedicated to unleashing and giving concrete expression to this norm is needed. 51 We
call this organization the “Trade Council”, and we believe that its membership should
include representatives from the principal trading nations as well as from industry
and other private interests with a stake in any of the given projects that the Trade
Council would undertake.
The Trade Council will radically shift the paradigm for infusing capital into the premodern pockets of the post-modern world. Instead of relying on the regulation of
foreign private enterprises by the domestic host states, the Trade Council will adopt a
two-prong approach to making capital available to the excluded classes. First, the
Trade Council will put into place a new Marshall Plan. This Plan will include a
financial institutional framework for making financial instruments adapted to the
circumstances of a given region available to small entrepreneurs. 52 Unlike the
Marshall Plan, which featured a one time massive investment into the destroyed
economies of a war torn Europe, the New Marshall Plan will include gradual
extension, on a microeconomic level, of capital resources to entrepreneurs. 53
The Trade Council will act as an umbrella organization, presiding over a network of
institutions that could be used to make these financial instruments available, and for
establishing the related infrastructure that we describe. These institutions will
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include, first, regional banks that will be funded by the member states of the Trade
Council. The Trade Council will also work with private interests and domestic states
to create a system of domestic incentives for companies to establish what may be
conceptualized as “social contracts” in the pre-modern and modern pockets of the
post-modern world. 54 These social contracts will be entered into with respect to both
the excluded classes and the vulnerable middle classes. Their goal will be to
incentivize foreign enterprises to achieve the same type of performance requirements
that host jurisdictions tried to impose on them. Thus, where regulation by national
officials has failed (as in the case of Mexico having regulations against corporations
like Honeywell exploiting its workers but does nothing to enforce it in the
maquiladoras), incentives might win by encouraging those officials to enforce the
regulations that are already in place.
The incentives-based partnership among the Trade Council, states, and private
enterprises will include the use of tax and other regulatory incentives by the home
states of the foreign investor. This package of incentives would be made available to
enterprises that achieve the performance goals defined by the Trade Council. 55 By
way of example, the Trade Council may set as one of its goals the expansion of the
free trade zones recently established in Jordan and Egypt. These zones feature the
establishment of industrial facilities for European and American companies, which
can then export their products to the home country with an extremely low tariff
treatment. These zones extend economic opportunity (for the people of Egypt and
Jordan, and well as the nations themselves) to areas of the world that, as discussed
above, are of extreme strategic importance in an era of high oil prices and
transportation costs. 56
The passage into the post-modern epoch, however, renders the system of tariffs
insufficient to incentivize companies to move to free trade zones that are strategically
located. Post-modern diffuseness, together with the virtual elimination of tariffs
during the modern era, has two consequences for projects like free trade zones. First,
manufacturing shifts rapidly to states that offer the most welcoming regulatory and
labor environments. Second, the virtual elimination of tariffs renders the very
concept of “free trade zones” much less powerful than it was in the modern era.
When tariffs averaged 50 percent of the landed cost of a product, establishing a free
trade zone carried a strong likelihood of attracting a meaningful amount of business.
With tariffs averaging less than 5 percent, however, enterprises are much more
interested in locating a jurisdiction that provides skilled labor at a relatively low
wage, such as China or India, rather than flocking to states that offer slightly lower
tariffs, but that cannot compete with the regulatory comparative advantage of the
powerhouses of the post-modern age.
In addition, without the system of incentives that we are advocating, free trade zones
suffer from the same ailments as the international investment system of the modern
age. Even if enterprises establish factories in the free trade zones, the host states do
not gain much economic development beyond the temporary employment of workers
at relatively low wages. 57 Enterprises will not accept a system that forces them to
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confer on the domestic economy benefits that go beyond those attendant to the
operation of a factory in the most cost effective way. 58
Instead of relying on domestic regulation, the post-modern system will motivate
enterprises to move to strategically desirable locations through a system of incentives
established by the home jurisdiction of the investor enterprise. 59 This system of
incentives may include tax breaks, subsidies, and other benefits that may be used by
the “exporting jurisdiction” to entice its enterprises to move to free trade zones. 60 In
other words, if the United States wants its companies to move to the Egyptian free
trade zone, and to have a meaningful impact in relation to the enablement of global
economic opportunity, it must also act domestically rather than rely solely on the
mechanics of tariff reduction and the Egyptian government’s ability to regulate. 61
The strategic interest of the United States in such a system is clear, and in keeping
with post-modern Statecraft the structural framework will include a partnership
among an international organization, domestic states, and private concerns.
The social contract, in this instance, could involve a promise by the enterprise to use
local suppliers to manufacture a meaningful part of its product. It could also include a
commitment to acquire stakes in local companies, and to give them privileged status
as suppliers to the home market of the investor enterprise. Likewise, the investor
enterprise could commit to take on a specified amount of higher-level employees.
Instead of primarily using local workers for unskilled jobs and “Western” workers for
skilled undertakings, the enterprise could train and equip the local workforce with the
skills necessary to establish businesses of their own and compete in the post-modern
global market.
This structure would go hand-in-hand with the network of banks that we advocate.
Entrepreneurship and economic opportunity might arise among the excluded classes
on account of the system of incentives created by the Trade Council and its partners.
An Egyptian company making zippers or other garment hardware might, for
example, acquire the skills and network necessary to compete meaningfully in the
United States. That enterprise could apply for a loan from a regional bank working
with the Trade Council to build the infrastructure necessary to produce its goods in
greater quantity and compete more meaningfully in the post-modern global markets.
The enablement of economic opportunity would come from the junction of two
separate, eminently post-modern programs, under the aegis of the Trade Council.
The social contract and incentives structure would also extend to solving the problem
of the vulnerable middle classes. 62 The social contract, in this context, would provide
incentives to companies in return for action that fosters the economic opportunities
for the vulnerable middle classes.
The next area of activities for the Trade Council relates to the establishment of
infrastructures for the pre-modern pockets of the post-modern world, and of
collaboration with other post-modern organizations to address the externalities
engendered by the passage from the modern to post-modern age. Let us start with the
second category of work, which will also be relevant to our discussion of
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infrastructures. As discussed previously, the globalization of economic activities has
resulted in a large number of externalities, which no single state has the capacity to
regulate and which international organizations alone cannot eliminate. Environmental
protection and resource conservation are classic examples of this phenomenon. 63 As
is well known, the explosion of economic activities in the post-modern age has
created thorny questions of environmental protection. 64 The externalities created by
globalized and intensified industrial activities span several discrete subject matter
areas, which have become household names throughout the world. Global warming,
acid rain, destruction of rain forests, multiplication of the number of endangered
species, are all examples of the type of environmental dangers that were born out of
the modern era and have become post-modern mainstays. 65
The incentives-based approach to tackling these global problems would go hand-inhand with international efforts to build infrastructure necessary to assist the premodern regions of the post-modern age to compete more meaningfully in global
markets. The New Marshall Plan that we advocate would include, in addition to the
financial instruments system described earlier, investment in the infrastructure of
strategically-designated states. 66 In turn, these states would be asked to comply with
internationally-defined goals in order to avail themselves of the economic packages.
The Trade Council would coordinate among the Western states, which would pool
resources to fund the projects, the host states, and regional organizations such as the
Organization of African States.
Conclusion
Together with strategy, trade constitutes the outer face of the State. Taken together,
strategy and trade constitute Statecraft, the structure of which evolves over time and
serves as the legitimating ethos of the State vis-à-vis the nation. In each era of
Statecraft, the State has faced existential challenges that call into question its ability
to discharge its obligations to the nation in its quest for legitimacy. In this paper, we
have outlined how the elements that comprise the outer face of the State interact and
evolve with one another over time against the backdrop of unfolding historical
events. Trade plays a significant role in the ongoing legitimization of the State and in
meeting the ever-changing strategic needs of the State. We believe the present
moment is one that calls for a rethinking of Statecraft for the age of postmodern
states. The challenges are many but so, too, are the opportunities.
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8.

We make no claim for the “necessity” of the story we tell. That is, we take no
position on the question whether the history of global trade could have been
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The literature on the question of the State is vast. Not surprisingly, there
exists a wide range of opinion on the question whether the State is dying, in a
process of change, or neither. For discussion of the literature and the full
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16

funds (through taxation and contributions) to pay for these policies, identify
recipients and distribute benefits and services. The welfare state may thus be
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20.
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Ibid at 95.
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previous chapters. Of course, a key feature of the society of nation-states is
the fact that development of a particular welfare scheme was left to individual
states, thereby respecting the sovereignty of nations. In the post-modern era,
this emphasis will change as the conception of sovereignty evolves (see
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32.

The Marshall Plan was embraced only after the initial plan for Germany – the
Morgenthau Plan – had been abandoned. Designed by then American
Secretary of the Treasury, Henry Morgenthau, Jr., Germany was to be
partitioned and reduced to an agrarian society, all in an effort to prevent it
from ever again posing a military threat. Among other things, the plan called
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where productivity tends to (although does not always) grow faster than in
agriculture or services.” Chang (2007) at 213.
38.

As Elkington and Lee (2005) point out, the United States and other Western
powers have advocated free trade and open markets at the same time as they
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backlash from competitors in Western states. The U.S. textiles industry, for
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and the RMI (“welfare”) payment. The lion’s share of social spending,
however, goes to pensions and health care, not to the “welfare” or housing
costs associated with the immigrant unemployed. Still, the majority of public
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51.
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a global scale is in no way guaranteed. The arguments in this chapter serve to
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fostering growth.
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Soriano describes the desperate conditions inside the maquiladoras, which are
matched with wages ranging from $3.50–$5 a day. Workers are placed in
dangerous conditions, experience sexual harassment, and are often exposed to
toxic chemicals. Still, the workers hope for increased and fair wages that can
ensure them more than minimal survival. See Soriano (1999); Although
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Union, and the relationship of the greater whole to the individual states.
Weiler developed a powerful theory and axiom of international law holding
that the less “Exit” states have the more “Voice” they will require in the
formation of international law. Weiler illustrates this theory in the context of
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substantial extent, deprived the Member States of the ability to exit the
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essential political collaboration and shored up the modern liberal democratic
alliance on both the political and the economic level); See Horsley and
Buckley (1990) for a general narrative of Japan’s economic achievements
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In international investment, for example, states used principally “gunboat
diplomacy” to resolve conflicts during the mercantilist era. This resulted in a
Darwinian playing field where imperial and other strong states would impose
their will on weaker states. In that world, as La Fontaine would say, “la
raison du plus fort est toujours la meilleure.” (the reason of the strongest is
always the better). The “Calvo Doctrine” (named after the Argentinean jurist
Carlos Calvo, the idea is that the location of an investment decides the
jurisdictional question for dispute resolution) was, in part, a reaction to the
power-driven structure of the global trading order. That school of thought
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110th Congress of the United
Guide to Legislation, Natural
available
online
at
07032601A.pdf (last visited

provided that each state (in particular a developing country) was free to
impose its own rules, implemented through its own institutions, free of
interference from foreign states. While the Calvo Doctrine rejected
international institutions as legitimate law-makers and dispute resolution fora,
it departed from the model of dispute resolution through force. See Cook
(2007) at 1087–1089. See also Lekachman (1959) at 43 for discussion of the
mercantilists’ zero-sum view of the world.
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