
		 [image: Cover]

	
		  STUDIES IN INTERNATIONAL POLITICAL ECONOMY Stephen D. Krasner, Editor

		Ernst B. Haas, Consulting Editor

		1.	Scientists and World Order: The Uses of Technical Knowledge in International Organizations

		Ernst B. Haas, Mary Pat Williams, and Don Babai

		2.	Pollution, Politics, and International Law: Tankers at Sea

		R. Michael M’Goniglc and Mark W. Zachcr

		3.	Plutonium, Power, and Politics: International Arrangements for the Disposition of Spent Nuclear Fuel

		Gene I. Rochlin

		4.	National Power and the Structure of Foreign Trade Albert O. Hirschman

		5.	Congress and the Politics cf U.S. Foreign Economic Policy, 1929-1976 Robert A. Pastor

		6.	Natural Resources and the State: The Political Economy of Resource Management Oran R. Young

		7.	Resource Regimes: Natural Resources and Social Institutions Oran R. Young

		8.	Managing Political Risk Assessment: Strategic Response to Environmental Change Stephen J. Kobrin

		9.	Between Dependency and Autonomy: India’s Experience with the International Computer Industry Joseph M. Grieco

		10.	The Problems of Plenty: Energy Policy and International Politics Peter F. Cowhey

		11.	Standing Guard: Protecting Foreign Capital in the Nineteenth and Twentieth Centuries

		Charles Lipson

	
		 12.	Structural Conflict: The Third Word Against Global Liberalism Stephen D. Krasner

		13.	Liberal Protectionism: The Internatonal Politics of Organized Textile Trade

		Vinod K. Aggarwal

		14.	The Politicized Market Economy: Alohol in Brazil’s Energy Strategy Michael Barzelay

		15.	From Marshall Plan to Debt Crisis: foreign Aid and Development Choices in the World Economy

		Robert Wood

		16.	The Power cf Ideology: The Quest fin Technological Autonomy in Argentina and Brazil Emanuel Adler

		17.	Ruling the Waves: The Political Ecotomy of International Shipping Alan W. Cafruny

		18.	Banker to the Third World: U.S. Porfolio Investment in Latin America, 1900-1986

		Barbara Stallings

	
		  Ruling the Waves

	
		  RULING THE WAVES

		The Political Economy of International Shipping

		Alan W. Cafruny

		UNIVERSITY OF CALIFORNIA PRESS Berkeley • Los Angeles • London

	
		 University of California Press

		Berkeley and Los Angeles, California

		University of California Press, Ltd.

		London, England

		© 1987 by

		The Regents of the University of California

		Library of Congress Cataloging-in-Publication Dau Cafruny, Alan W.

		Ruling the waves.

		(Studies in international political economy)

		Bibliography: p.

		Includes index.

		1. Merchant marine. 2. Shipping. 3. Shipping conferences. 4. Maritime law. I. Tide. II. Series. HE735.C34 1987	387.5T	86-30889

		ISBN 0-520-05968-9 (alk. paper)

		Printed in the United States of America 123456789

	
		 For my son, Daniel

	
		  Many the wonders but nothing walks stranger than man. He crosses the sea in the winter’s storm, making his path through the roaring waves.

		Sophocles

		He who commands the sea commands the trade routes of the world. He who commands the trade routes, commands the trade. He who commands the trade, commands the riches of the world, and hence the world itself.

		Sir Walter Raleigh
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			  INTRODUCTION

		

		As a basic infrastructure of international trade, shipping is a key source of power in world politics. The industry is an independent producer of wealth, an important lever of national economic development, and a crucial element of military power. Although conflicts over shipping have repeatedly reflected general crises in world politics, shipping is a relatively neglected area of study in international relations.

		This book describes the rise and fall of a succession of shipping regimes, beginning with the frccdom-of-the-seas regime organized by the Netherlands and defended by Hugo Grotius. It presents a detailed analysis of the post-World War II system of international shipping and offers an explanation for major changes that have taken place as a result of challenges to the system. These challenges began in the 1960s, expanded in the 1970s, and continue into the present decade. The book is based on the assumption, prevalent in recent literature on international relations, that conflict in international regimes is an expression of the crisis resulting from the erosion of American hegemony over the international political economy.

		My use of the term political economy in this study has specific implications for the analysis of shipping. It is possible, and often useful, to divide the study of shipping into economic and political components, using economics and politics to depict separate, albeit interacting, spheres of reality. From this perspective the politics of shipping refers to the intrusion of state power into shipping markets; merchant shipping is characterized as an instrument of national security and self-determination.1  Developments in shipping are explained in terms of state objectives. The state is considered to be an autonomous actor, constrained primarily by the international distribution of power. The strength of this perspective lies in its treatment of politics as central to change and conflict in shipping. However, in emphasizing the role of formal institutions and the bargains struck between actors, it docs not pay sufficient attention to the informal but no less significant structures of power inherent to the marketplace or to “issues” that seldom reach the bargaining table and cannot be resolved within existing political and economic structures.

		 Shipping economics refers to the operations of the global marketplace for the transportation of commodities. It seeks to explain events in terms of the constraints imposed by the market on shipowners, shippers, and governments. Technological innovation serves as an especially powerful engine of change, because it affects the competitiveness of various shipping firms and competing modes of transportation. Knowledge of shipping markets is essential for the analysis of international shipping because the marketplace does greatly influence the behavior of all relevant actors.

		Yet the study of shipping reveals that the separation of economics and politics is analytical, and not real. Economics and politics are not selfcontained arenas of social reality. The existence of a market for shipping services presupposes national and international power structures. At times it reinforces these structures; at other times it undermines them. Technological progress unfolds according to a logic that is incremental and scientific, but it also reflects power relations among people and states. Market forces are sometimes overwhelmed by the use of power, yet the market also sharply delimits the actions of states. The market is a creation of politics, but it also resists governmental attempts to arrest its destabilizing impact on international relations.

		Shipping is a dynamic and highly conflictual system of international relations. It is currently experiencing structural change arising from internal or regime-specific factors and also from more general shifts in the international division of labor. Thus shipping is ultimately part of a deeper crisis  of the postwar order, involving conflict between North and South, East and West, and among Europe, America, and Japan. As the chairman of the Council of European and Japanese National Shipowners Associations (CENSA) recently warned, revealing the great tensions that have arisen between Europe and America over shipping, “I hope … our American friends will reject… go it alone policies on the important issue of shipping which represents an essential feature of the Western Alliance; if they do not, it will be a serious blow to the very fabric of that Alliance.”2  3 

		The maritime industries are notoriously sensitive to the cyclical fluctuations of world trade, the effects of which are rapidly transmitted to shipping and shipbuilding, with devastating results. The generalized crisis of shipping which this book addresses developed independently of the cyclical tendencies of international trade. Yet the crisis has been deepened by the protracted slump in freight markets following the oil crisis of 1973—74, from which shipping has not recovered. A global shipping economist for the Chase Manhattan Bank has succinctly described the pressing problems confronting shipowners, bankers, governments, and workers:

		Indeed, across the whole spectrum of the shipping market—with the possible exception of pure car carriers, but most assuredly including the liner trades— ocean transportation is being provided today not merely at less than its full cost, but at freight rates which barely cover fuel and labour expenses alone. The amount of capital invested in cargo-carrying ships is at least twice what it was 10 years ago and market interest rates are virtually double what they were in 1973; yet vessel earnings, after payment of direct running costs, add up to billions of dollars less per year than they did in 1973?

		At the end of 1983, approximately one-fifth of world shipping tonnage was idle, representing more than 150 million deadweight tons. Shipbuilding output plunged from a peak of 34 million gross registered tons (grt) in 1975 to 9 million grt in 1980, recovering only to 12 million tons in 1984. At various times throughout the past decade Japanese shipyards have had a capacity in excess of global demand.4 

		The proliferation of protectionist measures in shipping recalls the maritime nationalism of the 1930s. But the current crisis of shipping is much more serious. Today’s crisis is generalized, rather than being limited to the great powers. Brazil and South Korea are among the world’s leading shipbuilding nations, and many Third World countries are developing sizable merchant fleets. Moreover, in contrast to the experience of the 1930s, during the 1970s and early 1980s shipping tonnage was not reduced in proportion to the slowdown in the expansion of world trade or the tremendously increased productive capacity of vessels. During the 1930s, shipping did experience overcapacity. However, the imbalance between supply and demand during the interwar years was relatively mild by today’s standards, especially when it is recalled that in absolute terms international trade declined dramatically during the Great Depression. Today, both governments and the steel industry are subsidizing shipbuilding, artificially increasing the demand for ships. Shipping firms, in turn, are receiving massive government support, further exacerbating the crisis of overcapacity in shipping. Ironically, the surplus capacity in ocean transportation may contribute to the expansion of world trade, since it has resulted in a decline in the cost of transportation.5 

		Do prevailing theories of international relations adequately explain events in shipping? At the outset, I considered that the theory of hegemonic stability was the one most likely to apply. The theory of hegemonic stability, though not unassailable, provides a plausible explanation for basic changes in the history of international relations.6  It posits that liberal leaders preside over open trading orders, with help from their friends. When hegemony declines, periods of economic nationalism and war ensue. The theory also provides a persuasive general explanation for basic trends in the history of shipping: the Grotian doctrine of freedom of the seas expressed the interest of ascendant Dutch commerce; the Navigation Acts spearheaded Britain’s mercantilist challenge to Dutch hegemony; and the repeal of the Navigation Acts helped to lay the foundation of a new era of free trade under British leadership.

		Despite the uniquely transnational character of this industry in which, perhaps more than any other, sovereignty is held at bay, shipping vividly exemplifies the national economic rivalries inherent in international relations. I have concluded that there is a strong correlation between growing maritime conflict and the political processes anticipated by the general theory of hegemonic stability. However, my interpretation of the theory differs from standard accounts in two ways. First, most studies have hypothesized a connection between hegemonic ascendancy and free trade. My analysis concludes that although this hypothesis is correct with reference to historical shipping regimes, in the twentieth century hegemony is related to stability, but not necessarily to free trade. Laissez-faire in shipping died during the 1880s, as the industry became cartelized. Moreover, there is no consensus among economists on the definition of free trade in shipping. Since the mid-1960s there has been no straightforward tendency toward closure. Indeed, in response to American pressure, in important respects the industry is becoming more competitive.

		Second, most students of hegemonic stability have emphasized the relationship between the loss of American power and the growth of international economic conflict, assuming that there is a demonstrable trend toward international pluralism and that cooperation within pluralist systems is problematic. This study, however, makes a fundamental distinction between the “politics of hegemony” and the “politics of power.” Hegemonic leadership includes, inter alia, a measure of restraint and accommodation on the part of the leader. The politics of hegemony reduce and temper the impact of America’s internal politics on the regime. However, in the politics of power America’s still-preponderant position means that international regimes are directly influenced by what happens in Washington. The forceful projection of American interests produces great conflict among advanced industrial states.

		The theory of hegemonic stability challenges the observer to show connections between the data and the structure of international power. In particular, it places a spodight on the relationship between international regime change and the degree and nature of American power. Although I have tried to show how basic changes in the shipping industry have been closely related to power shifts, I hasten to add that the structure of power has not, in the strict sense, determined the nature of the regime. The legacy of the past—conceived as the accumulation of ideas and institutions, both national and international—has operated as a powerful constraint on policymakers and shipowners. After World War II, the United States inherited a massive complex of rules, procedures, and traditions, largely reflecting Britain’s imprint, that had developed over the past century. The whole shipping regime could hardly have been swept aside and replaced by a tabula rasa, regardless of the extent of American power. To paraphrase Marx, changes in power relations give birth to new regimes, but each new regime displays birthmarks acquired during the passage from the womb of an older regime. This is perhaps most evident in the system of liner conferences or cartels, which continues to prove highly resilient. The system is not an American design, nor has it been particularly congenial to American ideas or interests. Nevertheless, it is a system to which the United States has had to adapt and onto which American power has had to be grafted.

		The theory of hegemonic stability does account for basic trends in shipping. However, the theory is an extremely blunt instrument. Use of power structure as the sole independent variable would greatly limit the explanatory and empirical scope of this study.7  An emphasis on the political processes of declining hegemony suggests that domestic structures must be included as an important determinant of change in shipping. The interplay of domestic and international structures produces specific outcomes in shipping. The extent to which domestic structures influence the nature of the regime increases as American hegemony wanes and the regime becomes more anarchical.

		Comparison of differential rates and patterns of change in the two basic sectors of shipping reveals disparate outcomes that are useful in the evaluation of alternative theories. Bulk shipping transports raw materials, including oil (liquid bulk) and dry bulk. Liner shipping carries manufactured goods and some other products, such as fruits, that require packaging. Political  outcomes in these sectors diverge. In bulk shipping, on the one hand, the postwar regime established under the auspices of the United States has remained stable, despite challenges. This stability reflects the continuing predominance of the American state and corporations. In liner shipping, on the other hand, the United States originally accepted a regime favorable to Western Europe. Although this regime ran counter to American interests, narrowly conceived, it was tolerated because it helped to foster systemic stability. As U.S. hegemony has eroded, the United States has passively accepted and at times participated in the assault on this sector of the postwar regime, provoking serious conflict within the Western Alliance.

		Of course, the descriptive account of shipping presented in this study is guided by theoretical concerns. The shipping industry is extremely complex, and generalizations about it are hazardous. The selection and presentation of evidence is itself an interpretive task. This will be particularly evident not only to shipping economists but also to the international civil servants in Geneva who address a range of shipping questions of direct relevance to less developed countries (LDGs). The concept of hegemony has led me, unlike many observers, to focus on the policies and actions of the United States as the central factors in the political economy of the regime. In my view the prevailing emphasis on developments within the United Nations Conference on Trade and Development (UNCTAD) and the challenge emanating from the Third World overstates the salience of North-South conflict and neglects the significance of rivalry among advanced industrial states, and especially between Europe and America. I view Atlantic shipping rivalry as the primary axis of global shipping conflict.

		To be sure, America has been bedeviled by maritime backwardness for over a century. The history of shipping relations since 1945 reflects America’s attempt to come to terms with an industry traditionally dominated by the maritime powers of Western Europe. Nevertheless, in contrast to most analysts, I argue that America’s power, not its weakness, in international shipping is the most significant clement in explaining the instability in shipping that has been growing since the mid-1960s. This power has been obscured at various times by the legal fiction of flags of convenience (FOCs), by the inability to develop a consistent U.S. maritime policy, and by the willingness to make concessions to trading partners. The lack of policy coherence and the resulting instability in some sectors of international shipping are, however, manifestations of American power. They are also symptoms of hegemonic decline, or of the inability to devise multilateral solutions to conflict that promote stability without harming the competitive position of the United States economy. In recent years a number of scholars taking various theoretical perspectives have pointed to the ways in which United States actions and policies have fomented international economic instability.8  This analysis of international shipping is consistent with such interpretations.

		In Chapter 1, I present a definition of regime and discuss the implications of the concept for the study of international relations. A regime may be defined in terms of the practices of the leading states which, in turn, inspire principles and norms. The concept of regime aids in rigorous description of the dependent variable of this study: change in international shipping. A postwar or Atlantic regime for shipping was established as one element of America’s reconstitution of the international political economy. The principles and practices of this regime are now subject to challenge by all parties, including the United States.

		In the second part of Chapter 1,1 present an interpretation of the theory of hegemonic stability and suggest how the theory might be applied to shipping. The distinction between power and hegemony is crucial to the theory and necessary for an appreciation of the central role played by American power and interest in the postwar period. The theory of hegemonic stability is commonly assumed to be a systemic or international-level approach to international relations, as distinguished from a reductionist or domestic-level approach. However, the theory contains implicit assumptions concerning the role of domestic politics in the making of foreign economic policy, so that the analysis of domestic structures is necessary for the comprehensive explanation and description of change in the regime.

		Chapter 2 reviews the history of shipping in modern international relations. Historically, control over merchant shipping has been a necessary condition for economic and military success. Shipping policies can best be described as derivatives of broader commercial and security policies. Shipping has conformed to general patterns of economic and political relations and to the needs of states and firms to trade and to conduct war. Within these broad limits, developments in shipping have played an important role, significandy modifying general patterns of world politics. The history of shipping confirms the utility of the concept of regime. Mercantilist and freedom-of-the-seas regimes have corresponded to cycles of hegemonic ascendancy and decline. The Adantic regime represented the partially successful reestablishment of a maritime order out of the chaos of the interwar years. The history of shipping demonstrates close relationships between technological innovation and domestic and international conflict.

		Part II describes the establishment of a relatively stable postwar regime guided by the principle of privatization and identifies the main contradictions that developed within it. The regime is described in terms of its two major components: Chapter 3 details the compromise reached between Europe and America in the organization of the liner sector; Chapter 4 describes the creation of an American-dominated raw-materials network, in which bulk shipping played an important role. Flags of convenience were established and defended by the United States government and rawmaterials multinationals, and they served to underwrite American predominance in this sector.

		Part III describes the growth of international conflict in shipping beginning in the mid-1960s. Chapters 5 through 7 deal with the liner sector. Here conflict has been sharpest and the Third World challenge has been strongest, producing tangible results in the form of legal and institutional changes embodied in the movement from privatization to regulation. Such changes reflect the partial accommodation of Third World demands. Chapter 5 describes the erosion of the postwar compromise, detailing the conflicts of interest that developed, and Chapter 6 assesses the nature of the Soviet-bloc and Third World challenges to the regime. It concludes that Soviet maritime policy is relatively insignificant in terms of regime change; it produces global tensions primarily because it accentuates conflict among Western states. The Third World challenge is much more significant, despite the fact that only a handful of Third World countries have achieved even limited gains, largely because of opportunities created by divisions between America and Europe. Chapter 7 analyzes the formation of United States liner shipping policy, emphasizing the relationship between domestic  politics and the changes in America’s global role. Despite ideological and legal differences, America and the Third World have been unwitting collaborators in the demise of the postwar regime in this sector.

		Chapter 8 evaluates Europe’s attempt to fashion a political response to the political challenges posed by the Third World and the United States and the commercial challenge of Soviet and Soviet-bloc merchant fleets. Through European Community policy, individual states have sought to reduce instability, reverse the decline of shipping tonnage, and, in some cases, profit from the establishment of a more nationalistic regime. American power, however, has precluded European attempts to defend the status quo. Divisions among the major maritime powers—France, Britain, and West Germany—have further impeded the development of EC policy.

		Chapter 9 examines the future of international liner shipping. It argues that the significance of Third World progress should not be overestimated, despite the passage of UNCTAD’s Code of Conduct for Liner Conferences. The role of the European Community in global shipping is largely defensive, whereas Japan, although a key actor in the regime, continues to avoid playing a prominent role in international shipping politics. The U.S. Shipping Act of 1984 signaled America’s determination to increase its influence over the regime. Change and instability in liner shipping are likely to continue, not only because of deep cleavages over which regime will be appropriate, but also because change in the regime serves important United States interests. Yet this instability also betokens a loss of American hegemony. In liner shipping, industrial weakness discourages the United States from pursuing multilateral solutions. At the same time, the United States is sufficiently powerful that it can implement parochial policies, restructuring the international regime in accordance with narrowly defined national interests.

		Chapter 10 discusses the Third World’s recent efforts to abolish the flag of convenience, the key institution in the bulk sector, where change has been minimal. Concessions to the Third World have not been made and are unlikely in the future. The relative stability of this sector reflects America’s continuing investment in the status quo.

		 PART ONE

		Global Shipping Regimes:

		Theory and History

		
			1 Nco-mcrcantilist conceptions of shipping arc advanced most forcefully by Third World spokesmen. The classic formulation can be found in L. M. S. Rajwar et al., Shipping and De-veloping Countries (New York: Carnegie Endowment for International Peace, 1971). Stephen Krasner distinguishes between economic and political motivations behind the Third World’s drive for a New International Economic Order. He argues that “control” rather than wealth is the primary objective, although control implies a degree of wealth; see ‘Transforming International Regimes: What the Third World Wants and Why,” International Studia Quarterly 25 (March 1981); and also Krasner, Structural Confita: The Third World Against Global Liberalism (Berkeley and Los Angeles: University of California Press, 1985).

			2 Quoted in Fairplay International Shipping Weekly 276 (16 July 1981), p. 5.

			3 Peter Douglas, “Let’s Focus on Freight Rates!” Seatrade (February 1984), p. 112.

			4 UNCTAD, Review of Mantime Transport, 1984 (Geneva: United Nations, 1985); OECD, Maritime Transport Committee, Maritime Transport, 1984 (Paris: OECD, 1985).

			5 According to the International Trade Commission, freight rates as a percentage of value declined by 25 percent between 1977 and 1983. This decline accounted for 27 percent of the real growth of United States imports. Sec the Journal of Commerce, 12 October 1983, p. 5.

			6 Sec csp. Charles P. Kindlcbergcr, The World in Depression, 1929—1939 (Berkeley and Los Angeles: University of California Press, 1973); Stephen Krasner, “State Power and the Structure of International Trade,” World Politics 28 (April 1976); Robert Gilpin, U.S. Power and the Multinational Corporation (New York: Basic Books, 1975). For a critique of the theory, sec Timothy J. McKeown, “Hegemonic Stability Theory and Nineteenth Century Tariff Levels in Europe,” International Organization 37 (Winter 1983).

			7 As Kenneth Waltz, a leading proponent of structural explanations, observes, “Is structure … an empty concept? Pretty much so, and because it is it gains in elegance and power. Structure is certainly no good on detail. Structural concepts, although they lack detailed content, help to explain some big, important, and enduring patterns” (Theory of International Politics [Reading, Mass.: Addison-Wesley, 1979], p. 70).

			8 These interpretations have focused on international monetary policy, but they have emphasized the relationship between monetary policy and trade, viewing monetary policy as the main element of U.S. foreign economic policy. See csp. David P. Calico, The Imperious Economy (Cambridge, Mass.: Harvard University Press, 1982); Riccardo Parboni, The Dollar and Its Rivals: Recession, Inflation, and International Finana (London: New Left Books / Verso, 1981); and Giovanni Arrighi, UA Crisis of Hegemony,” in Samir Amin et al., Dynamic of Global Crisis (New York: Monthly Review Press, 1982).

		

	
		
			  1

			The Crisis of Hegemonic Decline

		

		It would be difficult to exaggerate the significance of merchant shipping in the evolution of international relations. Historically, questions of merchant shipping have preoccupied government officials; maritime policies have been at the center of mercantilism, imperialism, and war. Since the time of Grotius, the legal foundations of international order have been closely related to the needs of international shipping. The study of shipping reveals that the distinction between trade policy and foreign policy is an artificial one.

		Merchant shipping is, by definition, an international business. This distinguishes it from most other areas of economic activity. The cosmopolitan features of the Torrey Canyon, an oil tanker that sank off the British coast in 1967, illustrate the great mobility of labor and capital in shipping. The Torrey Canyon was owned in Bermuda but registered in Liberia. She was under long-term lease to the Union Oil Company of California but had been subleased to British Petroleum to transport oil from Kuwait to Britain. The ship was built in the United States but significantly modified in a Japanese shipyard. Insurance was bought from Lloyds of London. The captain and crew were Italian.1  The entrepreneurial character of shipping is respected even by the Soviet Union, whose shipping firms compete vigorously in international freight markets. During the late 1970s the president of Morflot America, a subsidiary of Sovinflot, the Soviet’s “multinational” shipping ministry, was a graduate of the United States Merchant Marine Academy who had previously served as the president of Grace Lines and as executive vice president of Seatrain Lines. 2 

		Yet the international character of shipping has not caused a withering away of the state. Despite the major investments of private capital and the free-enterprise ethos, the state has always maintained a strong presence in shipping. The nature of this presence has varied in different historical periods and among states. The apparent contradiction between business internationalism and state intervention can be resolved through the proposition that the unique vulnerability experienced by shipowners in international markets and their inability to retreat behind protective national walls have demanded the active involvement of the state in the affairs of the shipping industry. Internationalism and nationalism in shipping are mutually reinforcing tendencies.

		International Shipping Regimes

		Since 1880 the international shipping industry has been dominated by transnationally organized cartels. Today, in the bulk sector, multinational firms control raw-materials markets; control of cargoes enables these firms to dominate, albeit not control totally, the transportation of raw materials. In the liner sector, shipping conferences hold sway, although their power has weakened somewhat in recent years. In both sectors, however, the behavior of firms is conditioned by state power; the political economy of shipping cannot be reduced to the analysis of oligopolistic competition. The concept of regime is adopted in this study because it provides a framework for describing the intrusion of states into markets as they attempt to pursue strategies that resolve international conflicts and simultaneously enhance national economic and political interests. Today, virtually all commercial activity in shipping is viewed by one or more states as political.

		 Government officials and shipowners often use the term regime to refer to their understanding of the nexus between international politics and markets. The concept of regime also helps to identify and compare periods in the historical development of shipping. In recent years, this concept has been applied to the study of various areas or sectors of the world political economy, including monetary relations, trade, control of various commodities, and North-South relations. Regimes can be defined as “sets of explicit or implicit principles, norms, rules, and decision-making procedures around which actor expectations converge.”3  There is little scholarly agreement concerning the scope and significance of regimes. Some have conceived of regimes as operating in a restricted area of world politics, pertaining only to those activities occurring outside the sphere of economic and political power. Traditional approaches (both realist and Marxist) view regimes as reflections of the balance of power within the international system in general or within particular functional areas governed by regimes. Some have argued that international regimes can be studied as social and politicoeconomic structures having a relatively high degree of autonomy from the overall distribution of power. Even for these analysts, however, power is a crucial clement in regimes. Regimes, therefore, are worth studying not because they challenge “power politics as usual” but because they operate within its sphere. The study of regimes thus identifies the limits of purely contractual, as opposed to power-oriented, behavior in international relations.4 

		 Use of the concept of regime in this study docs not imply a normative preference for elements of order that can be identified or celebrated in an otherwise anarchical international society. The identification of order or stability in a regime, be it international or national, can be used to lend ideological support to existing power structures. Order and stability are not always desirable goals and must be evaluated in terms of consequences for particular states, classes, and individuals.5  This study employs the concept of regime as a neutral or descriptive aid; it directs analysts to focus on long-term patterns of development rather than on discrete historical episodes.6  Used in this fashion, it can provide a common focus for scholarship from varying theoretical perspectives. It implies neither legitimacy nor that regimes are nonpolitical, and hence desirable. On the contrary, this study shows that the structure of international shipping, including even quite technical business practices, is closely tied to particular national interests and the pursuit of power.

		International shipping regimes are systems of belief that legitimize certain practices and proscribe others. Stephen Krasner has defined regimes in terms of principles, norms, rules, and decision-making procedures:

		Principles are beliefs in fact, causation, and rectitude. Norms are standards of behavior defined in terms of rights and obligations. Rules are specific prescriptions or proscriptions for action. Decision-making procedures are prevailing practices for making and implementing collective choice.7 

		International regimes, like domestic ones, contain normative assumptions that justify legal and customary practices. Some scholars view norms and principles as primarily philosophical; others consider them as ideological justifications of the status quo.

		The determination of regime change, as opposed to changes within a regime, depends on the theoretical orientation and analytical purposes of the observer: all observers agree that the French Revolution destroyed the old regime, but there is less agreement on whether or to what extent the Nazi seizure of power involved regime change. Liberal theorists of democracy argue that it did; Marxist scholars might argue that it did not. Krasner has claimed that norms and principles provide the “basic defining characteristics of a regime.”8  The abandonment or transformation of principles and norms signifies change of the regime itself. Changes in rules and decision-making procedures, however, involve internal changes in the regime. When practice increasingly diverges from principles and norms, then the regime is weakening.

		Although this information is often useful, it is not always applicable. In national and international regimes, practice seldom, if ever, reflects stated principles. In international shipping, for example, the norm that there should be a “genuine link” between the ownership of a vessel and its flag of registry has been accepted by most states and people. Yet today, over one- third of world tonnage in the bulk trades sails under flags of convenience. Historically, few regimes have been considered legitimate by all governments in the international system. And where principles and norms have been perceived as legitimate, they have seldom, if ever, coincided fully with practice. Thus, although changes in principles and norms may be necessary features of regime change, they are not infallible indicators. A careful examination of actual practices is an essential element of the analysis of regime change.

		A New International Regime for Shipping?

		Historically, change in the international distribution of power has coincided with change in international shipping regimes. Germany’s preWorld War I challenge to British maritime power, involving merchant shipping as well as naval rivalry, spelled the end of the relative stability of the frcedom-of-thc-seas regime. World War II brought to an end a long period of shipping conflict that the Great War failed to resolve. In place of the shipping nationalism of the interwar years, a more cooperative Bretton Woods or Atlantic order emerged, dominated by the United States and Europe and providing opportunities for Japanese shipping and shipbuilding to expand.

		 During the 1960s the principles and practices of this regime gradually began to erode. The analytical problems in understanding present shipping politics are indeed formidable. In the absence of war between great powers over the essential features of the international political economy, structural changes are nevertheless occurring. Previously, war periodically swept aside the particular ideas and interests associated with shipping regimes; today, in contrast, the ambiguities of the new order are pronounced. Since there is no sharp break with the past, the distinguishing features of the new regime do not reveal themselves with great clarity. Change is uneven, and unlikely alliances are being formed.

		For the purpose of political and economic analysis, it is useful to describe the international shipping regime in terms of its two principal sectors, the bulk sector and the liner sector. The logic of this division becomes evident both in the examination of widely divergent commercial practices and in the analysis of the politics of each sector of the regime. However, it is also useful to describe the regime in terms of its basic constituents: jurisdiction, technical standards, control of negative externalities, freight rates, market shares, and industry promotion. Of course, national policies and international regulation in one area often affect other areas; in practice the constituent elements overlap. Nevertheless, for the purpose of simplification the constituent elements may be defined as follows.

		1.	Jurisdiction, the law of the sea, is a fundamental issue in shipping. However, at the present time the issue is largely “invisible”; in contrast to disputes involving exploitation of ocean resources, the policy of territorial exclusion is seldom applied to maritime commerce. In the modern era, economic nationalism tends to be expressed not in the exclusion of shipping but, rather, in various direct or indirect policies to protect national flag fleets.

		2.	Technical standards refer to the classification of ships by type and size, for purposes of regulation and insurance. Standards are set by private societies such as the American Bureau of Shipping, Lloyds, and Dct- NorskcVeritas.

		3.	Control of negative externalities refers to international regulation of safety and pollution. Such regulation is carried out under the authority of the International Maritime Organization (IMO) as well as national governments.

		4.	Freight rates in shipping are determined by the operation of the inter national freight market. However, the market is oligopolistic and is also heavily influenced by national policies. The international regime influences rates by affecting the competitive environment (introducing distortions). States alter the balance of power between shippers and shipowners and regulate the commercial environment by creating, preventing, or controlling oligopolies.

		5.	Market shares refer to the proportion of cargo carried by national flag fleets. The international regime influences market shares primarily by making rules governing access to cargo and vessels. Flag discrimination and cargo reservation protect national flag vessels.

		6.	Industry promotion refers to the mixture of costs imposed and benefits bestowed on national maritime industries. Promotion usually takes the form of subsidies, tax depreciation allowances, and other direct and indirect aids to the maritime industries.

		Although the law of the sea encompasses all issues of international shipping and defines, in the broadest sense, the nature of the regime, in the modern era categories 4, 5, and 6 comprise the substantive shipping issues. These issues have been neglected in much shipping literature, yet they generate the basic conflicts among firms and nations. Therefore, this book focuses on categories 4-6; issues falling in categories 1-3 will be examined only when they become issues of “high” international political economy.

		The definition of regime change is often quite problematic. The assertion that basic changes have taken place depends, in part, on the theoretical orientation of the observer, as well as on the interpretation of a mass of complex information. Since World War II, the international shipping industry has undergone numerous changes, some quantitative, some qualitative. These changes can be described in terms of legal innovation, institutional development, and the introduction of new ideas and principles. I argue that it is possible to identify a relatively distinct postwar regime, operating from the end of World War II to the mid-1960s, and a new or incipient successor. I base my argument on a definition of regime change that specifics that basic changes occur in both principles and practices. Others might plausibly contend, based on different interpretations, that international shipping has passed through more than two basic phases during the postwar era or, in other words, that changes I deem quantitative are in fact qualitative. For example, the passage of the U.S. Shipping Act of 1984 does seem to prefigure major international changes. This legislation could be said to introduce new developments that are sufficiendy radical to merit the label “regime change.” I will seek to show, however, that the passage of this legislation is the culmination of trends that began to emerge in the 1960s. Nevertheless, it is to be hoped that the identification of only two regimes does not do unnecessary violence to the complexities of shipping and the evolutionary as well as revolutionary character of change in the industry.

		Principles: From Privatization to Regulation

		Viewing regimes as sets of principles and practices serves as a method of organizing the descriptive analysis of change in a complex sector such as shipping and also facilitates comparative and historical analysis. The constitutive principle of the postwar regime was privatization. Shipping firms, operating largely outside the realm of government intervention, were the key actors in the regime. “Free enterprise” was justified on the grounds that it allowed a true international division of labor in transportation by promoting greater efficiency and thereby lowering the cost of transportation.

		The principle of privatization, articulated by spokesmen on both sides of the Adantic, was reflected in the nature and purpose of international organizations as they related to shipping. Although Adantic relations were sometimes stormy, the West was united in opposition to the creation of meaningful international organizations that would have jurisdiction over maritime affairs, including business arrangements, safety at sea, pollution, and labor markets. Hence, the role of international organizations was sharply circumscribed during the negotiations over the Intergovernmental Maritime Consultative Organization (IMCO) in the late 1940s. The Western powers refused to permit the establishment of an organization under United Nations auspices that would consider “economic” (meaning political and economic) questions in international shipping. As a result, IMCO was set up as a small, consultative organization limited by its charter to the examination of technical questions.9  The Code of Liberalization of Current Invisible Operations, written by the Organization for European Economic Cooperation (OEEC) in 1951, encouraged member states to bring about competition in shipping, and especially to allow free access to vessels and cargoes.10 

		Although the principle of privatization seemed generally to correspond to the concern for promoting an open international economy, the postwar shipping regime was not “liberal” in the classical sense of the term. The private reign of shipowners, most of whom were organized in cartels, gready restricted the workings of the marketplace. Shipowners from the traditional maritime nations appealed to the doctrine of comparative advantage, contending that the incursions of Third World firms into shipping would require substantial subsidies and that the inefficient allocation of resources would inhibit economic growth. They argued that the domination of the liner trades by shipping cartels was a result of the unrestricted workings of the marketplace. In the bulk trades, shipowners using flags of convenience argued that such flags extended the international division of labor by taking advantage of global sources of cheap labor and thereby further decreasing the real cost of transportation.

		The principle of privatization and the economic arguments advanced in its name did not escape challenge. But various states or blocs of states were cither too weak to mount an effective challenge or else were willing to accept the principle because it promoted other goals. In the liner trades, both the Third World and some voices in the United States were opposed to privatization, on pragmatic as well as philosophical grounds. Freedom for shipping cartels effectively secured the continuing domination of European liner shipping. However, until the mid-1960s the Third World was too weak and disorganized to attempt to disturb the status quo in any serious way. The United States acquiesced to privatization in the liner sector because change would have been highly disruptive to Atlantic integration, although it did reserve the right to implement limited protectionist measures unilaterally. Moreover, American support for flags of convenience could be expressed in terms of privatization, a matter of great importance.

		The principle of privatization was not satisfactory to all states, nor was it universally followed as a guide to behavior. Nevertheless, it served as the organizing principle of the postwar regime. The New International Maritime Order (NIMO) is more difficult to categorize, for two reasons. First, the postwar regime represented a somewhat uneasy modus vivendi among the four major shipping blocs: the Eastern bloc; Western Europe and Japan; the Third World; the United States as a bloc. These blocs, which can be defined in terms of distinctive and contending maritime philosophies, have now broken apart, and no single maritime philosophy seems capable of winning universal acceptance. Second, the dominant actor, the United States, is a highly opportunistic shipping power. It is capable of imposing its preferences on the regime, but it lacks a clear vision of an appropriate new order.

		The constitutive principle of the new order is regulation. This principle is endorsed in both the Third World and the United States, although for very different reasons. For the Third World, regulation is the natural byproduct of a mercantilist solution to the problem of general economic backwardness: state intervention is both a goal in itself and a means to promote a more equitable international division of labor. For the United States, in contrast, regulation is favored in order to break up monopolies and promote marketplace values. Regulation of shipping is, therefore, related to the deregulatory thrust of American domestic and international politics in the 1980s. Shipping is an industry in which the tendency toward monopoly is especially pronounced; it is necessary to regulate in order to produce competition. The Third World seeks to regulate shipping on behalf of consumers as well as the merchant fleet. However, the interest of consumers may contradict the view of shipping as an end in itself.

		The UNCTAD Code of Conduct for Liner Conferences

		In the mid-1960s serious challenges were issued to the postwar regime on the levels both of principle and of practice. The immediate cause of dissatisfaction was the desire of Third World elites to reform the international shipping industry in accordance with their general developmental strategies. In 1964 the United Nations Conference on Trade and Development (UNCTAD) was established to promote the political and economic aspirations of less developed countries (LDCs). Third World leaders and intellectuals such as Raul Prebisch argued that the structure of shipping, dominated by the West, perpetuated unequal terms of trade. The Group of 77, the coalition of LDCs within UNCTAD, elaborated a shipping program to complement strategies for economic development in trade, finance, and the extraction of natural resources. In 1965 a permanent committee on shipping was established under the directorship of Wladyslaw Malinowski. Shipping thus emerged as an important element in the political and economic programs elaborated by LDCs to achieve a greater measure of control over domestic and international economic activities.

		The efforts of the UNCTAD secretariat and the Group of 77 amount to a strategy for a New International Maritime Order. The logic of this order leads to a qualitative change in the nature of government intervention in shipping and to a comparable shift in the nature and role of international organizations as elements within international shipping. Hence the NIMO represents, like the Navigation Acts, “an experiment in social engineering.”11  Statist or neo-mercantilist conceptions of the national interest replace the free market. Although these conceptions have their origins in the aspirations of governments and shipowners in the North, the general principles have been enunciated most systematically and with greatest urgency by the Third World.

		Initially, UNCTAD’s shipping program focused on the structure of liner shipping. Despite the Third World’s heavy involvement in raw-materials trades, spokesmen for LDCs attacked liner conferences for imposing excessively high levels of freight rates, denying Third World lines admission to liner conferences, and excluding them from consultation about issues that affect basic trading strategies and policies. 12  The UNCTAD Code of Conduct for Liner Conferences, passed in 1974 and ratified in 1983 (but not by the United States), allocates 80 percent of cargoes to the vessels of exporting and importing nations. More recently, the UNCTAD secretariat has broadened its program to include the bulk trades. The Third World has sought the abolition of flags of convenience as a condition of Third World fleet development in this sector.13 

		The United States refuses to endorse the UNCTAD Code of Conduct, arguing that its protectionist intent violates both America’s stated commitment  to free trade and American commercial interests. Moreover, the United States continues to defend the principle of privatization as it applies to flags of convenience. Nevertheless, during the mid-1960s the U.S. government also began to challenge important elements of the postwar regime. During the 1960s and 1970s opposition to shipping conferences gained ground in the United States: many observers contended that such conferences as then constituted were harmful to American exports and to the development of American liner shipping. The U.S. Shipping Act of 1984 represented the culmination of two decades of legislative efforts to reform liner conferences. The act embodies a very different vision of liner shipping from either privatization or the UNCTAD Code of Conduct, for it seeks to enhance the role of the marketplace. Underlying both the Third World’s Code of Conduct for Liner Conferences and the U.S. Shipping Act of 1984, however, is the principle that unregulated shipping conferences are no longer legitimate. Ultimately, the establishment of this principle completes the decline of Europe as the central power in world shipping.

		Practices: Changing the Balance of Power

		Between Shipping Firms and Shippers

		Table 1 indicates the nature of the transition from the postwar regime to the new order. The movement from private regulation or self-regulation to state regularion is evident in each of the substantive constituents of shipping described above and is most pronounced in the liner sector. As both the foregoing discussion and Table 1 indicate, it is not possible to identify a straightforward tendency toward closure or nco-mcrcantilism. The UNCTAD Code of Conduct embodies the statist proclivities of the Third World, and government intervention in shipping has generally increased; yet a generalized protectionist or bloc-organized regime is unacceptable to the United States, the ultimate arbiter of the regime.

		Freight Rates

		In the postwar regime, decisions concerning freight rates were made by individual firms. In practice, this meant that rates would be determined by oligopolies: in bulk trades, multinationals would strongly influence rates; in liner trades, shipping conferences or cartels would negotiate rate increases internally. Shippers had little choice but to accept the going rate.
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		Although independent shipowners acting as outsiders provided some competition, the powers enjoyed by conferences to bind shippers through various “loyalty” contracts ensured that the role played by outsiders would be limited. The transition from privatization to regulation has been greatest in the liner sector. Although conferences continue to set rates, both international (UNCTAD Code) and national laws establish guidelines for freight rates. Even more important, the regulation of conference practices, especially by the United States, provides shippers with stronger countervailing powers.

		Market Shares

		Before the mid-1960s, conferences regulated market shares through internal allocation of sailings and cargoes. States played only a limited role in determining national shares of cargoes. Power within the conferences was held by the leading firms, most of which were of Western European origin. In practice, this meant that new shipping lines were discouraged from entering trades. Under the new regime, the power of conferences to allocate market shares is restricted by the state in two ways. First, states acting cither unilaterally or under the terms of the UNCTAD Code of Conduct implement cargo-sharing legislation, dividing cargoes among the fleets of the trade-generating nations. Second, by regulating conference practices the United States government makes it possible for shippers to select non- confcrcncc vessels without fear of commercial retaliation. In the bulk trades, private shipping companies continue to influence market shares. Proposals for cargo-sharing in the bulk trades have not generally been implemented. Recent studies indicate that the large, extractive multinationals are statistically somewhat less important than they were during the 1950s and 1960s as actors in bulk trades, although, given the severity of overton- naging in recent years, this has had little practical effect on rates (which are below cost) or market shares.

		Industry Promotion

		As was noted in the Introduction, laissez-faire in shipping died in the nineteenth century. Since that time, all governments have possessed numerous means of promoting national flag merchant fleets. The postwar regime, although by no means classically liberal, was substantially freer than the heavily nationalistic interwar regime, as governments generally resisted the temptation to manipulate the competitive environment for national benefit. Prior to the mid-1960s, governments generally respected the OEEC and the Organization for Economic Cooperation and Development (OECD) Codes and limited the use of subsidies, cargo-reservation schemes, and discriminatory fiscal measures. Notably, the United States was the most significant violator of such proscriptions. Since the mid-1960s, however, most governments have increased promotional efforts substantially.

		The 1960s ushered in a period of great change in international shipping. The principles and practices of the postwar regime were overthrown, although no successor regime has become firmly implanted, and conflict in shipping continues to grow. Although great changes have taken place, significant continuities can also be identified. Change and conflict have been greatest in the liner sector. In the bulk trades, despite a great deal of Third World opposition, flags of convenience continue to flourish and underwrite an essentially privatized system.

		Explaining Regime Change: Hegemony, Power, and International Shipping

		The theory of hegemonic stability is the focus of vigorous scholarly debate, yet no definition of the term hegemony is generally accepted. At one extreme, scholars follow the Chinese, using hegemony to describe the imperialist policies of a great power. At the opposite extreme, hegemony describes benevolence and the provision of “collective goods.” The term generally means dominant power, and evidence adduced for hegemony is often quantitative. In this study I draw a sharp distinction between power and hegemony. This distinction is given little prominence either in formal models of the theory or in case studies, but it is very important in the analysis of current international conflict.14 

		Hegemony and Power

		A system based on the exercise of power alone is unfettered and unconcerned with stability. A hegemonic system, however, is one in which the leading actor accepts restraints, orienting policies toward the achievement of systemic stability. The leader practices self-restraint in order to maximize self-interest, granting concessions in order to maintain equilibrium. It can thereby appropriate the lion’s share of the gross world product with the cooperation or acquiescence of would-be rivals. This definition reconciles two opposite approaches to hegemony: as “leadership” in the publicchoice tradition, and as “domination” in power politics. Antonio Gramsci encompasses both these perspectives in this comment:

		The fact of hegemony presupposes that account be taken of the interests and the tendencies of the groups over which hegemony is to be exercised, and that a certain compromise equilibrium should be formed—in other words, that the leading group should make sacrifices of an economic-corporate kind. But there is no doubt that such sacrifices and such compromise cannot touch the essential; for though hegemony is ethical-political, it must also be based on the decisive function exercised by the leading group in the decisive nucleus of economic activity.15 

		Recent research has variously sought to establish a correlation between hegemony and stability or between hegemony and free trade. The definition of hegemony I adopt strongly suggests that stability or equilibrium, and not free trade, is the appropriate correlate. A hegemonic system undoubtedly implies a degree of free trade, for the international economy itself or the “free world” portion of it becomes the leader’s bloc. However, the scope of free trade must necessarily be limited: given the inevitability of uneven development, restraints on free trade must be tolerated in order to prevent weaker states from defecting from the coalition. The postwar international economic system, for example, was based on a mixture of openness and discrimination against the United States. Under conditions of hegemonic decline the system should also reveal a mixture of openness and closure as states jockey for position without regard to a basic organizing principle; the former leader eschews its concessionary functions and seeks to exploit both power and comparative advantage sector by sector.

		 The difference between a hegemonic and a non-hegemonic system is not the degree of openness, but that in a hegemonic system the principles and rules of various regimes or sectors facilitate a compromise equilibrium.16 

		The hallmark of hegemonic power is the ability to design foreign and domestic policies that will achieve long-range objectives. The leader must maintain the integrity of the system, renounce the temptation to pursue short-term gains, and help to solve the problems of trading partners. However, as many have noted, hegemonic systems seem to contain an internal contradiction.17  Policies and regimes that promote systemic goals undermine the leader’s position. As Europe and Japan gained strength during the 1960s, American hegemony began to erode. The American attempt to supply generalized benefits (for example, stable money, open markets, military aid) began to weaken the domestic economy and provoke domestic opposition.

		Contradictions between domestic and international economic policy objectives thus became increasingly acute. Yet the decline of hegemonic power is not necessarily revealed in the loss of power in specific regimes. On the contrary, power resources not tapped by the hegemonic leader may be brought to bear as its hegemony erodes. Observations of increases or decreases in relative power within a single regime or sector cannot constitute reliable evidence of hegemonic decline. The erosion of hegemony can be proved only by showing a relationship between the policies of the (former) leader and growing systemic instability.

		 Many regimes, then, will exhibit an inverse relationship between the decline of hegemony and the projection of power, a relationship that is more evident today than during the interwar period. The decline of British hegemony coincided with a precipitous loss of British power. The interwar system is accurately described as plural, involving a rough balance of power despite Britain’s pretensions during the 1920s. This system has provided a rich vein of evidence for those interested in the problem of cooperation among roughly equal actors. However, America’s hegemonic decline has resulted in an international structure of power qualitatively different from that of the interwar period. America remains an “extraordinary power,” albeit a non-hegemonic one.18  A fundamental asymmetry exists between the United States and its major economic rivals. This asymmetry, which is increasing under conditions of global recession and economic instability, has major implications for regime change.

		One method of applying the theory of hegemonic stability is to define hegemony operationally in specific regimes or sectors; as United States hegemony within a particular regime erodes, the regime might be expected to become unstable.19  This type of analysis suggests a definition of hegemony as “dominant power” or “preponderant power” as indicated by possession of resources that are important to the regime or sector. The advantage of this approach is precision: the decline of hegemony can be quantified. But because it uses the terms hegemony and power interchangeably, it cannot account for a greater projection of power by a declining hegemonic force. Moreover, to define power in terms of resources limits the explanatory and predictive scope of the theory.

		This approach, in Robert Keohane’s terms, uses a “basic force model” in which power is defined in terms of tangible resources. Tangible resources, however, do not reliably indicate power. For example, in Keohane’s analysis of international monetary instability, America’s loss of monetary reserves is assumed to indicate a significant loss of United States power in the regime. Yet Keohane’s explanation for instability has little to do with loss of power as indicated by resources. He argues that the United States had the ability to change the rules of the game (in 1971) and “also had the political power to do so.”20  The “basic force model” docs not predict or help to conceptualize America’s considerable (if not increased) exploitation of power in international monetary affairs since 1971.

		Although most observers have accepted the proposition that American hegemony has declined, a few have drawn attention to significant continuities in the projection of American power. From the vantage point of the mid-1980s, the decline of American power seems neither as precipitous nor as inexorable as it did a decade ago. Bruce Russctt, for example, has pointed to “significant continuity in the ability of the United States to get what it wants.”21  Russett calls for more sophisticated measurements of hegemony, while concluding that U.S. hegemony has not in fact vanished. My conception of power is similar to Russctt’s in that it focuses on outcomes rather than on the power base or tangible resources available to various states. However, although the analysis of outcomes in shipping certainly demonstrates the impressive ability of the United States to “get what it wants,” the distinction I draw between hegemony and power provides an alternative to Russctt’s plea for better measurement. A nation may be extremely powerful in the sense that it can impose its will on other nations without necessarily being hegemonic. Hegemony should be conceived of not as the ability of a state to “get what it wants” in the short term but, rather, as the ability of a hegemonic power to underwrite the cohesion and expansion of a system in which it is the prime long-term beneficiary.

		In this analysis, the distinction between structural or overall power and regime- or sector-specific power is useful. Great care must be taken, however, to show the penetration of power from one regime or sector into another. The significance of developments within a regime must be evaluated in terms of impact on a state’s overall foreign policy. For example, events in the trade regime, which is the basic empirical referent in most studies of hegemonic stability, are closely linked to international monetary affairs. Conclusions about the significance of an event in trade such as a protectionist or free-trade trend are of limited value unless viewed in the monetary context of, for example, competitive depreciation or manipulation of the key currency to achieve domestic objectives without regard for international consequences. Today there is a clear trend toward greater state exploitation of the relationship between maritime and general foreign economic policy. This proposition is true not only of the Third World and the Eastern bloc, where it is openly articulated, but also of the OECD and even of traditionally liberal maritime countries.22 

		The approach to power in this book is based on a “force activation model,” including an evaluation of opportunity costs and the structural positions of the actors. In its regime-specific dimension, maritime power refers primarily to the performance of national shipping firms. This includes the size and technological sophistication of the national flag fleet and its influence in international shipping cartels. The best indicators of power are carrying capacity and ability to compete in international freight markets (including cross-trading, i.e., carriage of cargo between countries by a third party) without subsidies or government cargo reservation. Maritime power, however, ultimately derives from the domination effect, or national power in its totality, which includes the direct and indirect participa tion of nationally owned firms in world trade. Maritime power thus also includes financial resources and shipbuilding capacity (including the ability to sponsor ship production elsewhere and to earn the foreign exchange to purchase ships). The structural and regime-specific levels of power cannot be separated, as was recognized in the Convention of the Intergovernmental Maritime Consultative Organization. Its governing council included the eight largest shipping nations (in tonnage) and the eight largest trading nations. Because maritime power involves both these levels, it follows that maritime policies (and power) must be evaluated not only in terms of shipping tonnage under the national flag and its surrogates but also in terms of degree of influence over international freight markets and general conditions of world trade. American maritime power is indicated not by the relative size of its merchant fleet, which varies over time, but, rather, by the overall strength of the American political economy.

		International and Domestic Structures

		International and domestic-level explanations are often presumed to be analytically distinctive or even contradictory approaches to the study of international relations. An international or systemic explanation generally views change as a function of the interaction among units. Realists emphasize changes in the distribution of power;23  Marxists seek to relate changes in the distribution of power to the combined but uneven development of national capitals.24  For the realist tradition and some interpretations of Marxism the nature of particular domestic structures is a secondary concern; national economics and politics are conditioned largely by international processes, although domestic structures may account for lags in the correspondence of foreign policies to international or systemic change.
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