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DECENTERING THE MARKET
METAPHOR IN
INTERNATIONAL ECONOMICS

William Milberg

Fredric Jameson writes that the term “the market’ has always had a dual
meaning, being ‘at one and the same time an ideology and a set of prac-
tical institutional problems’.! In this paper I argue that the
‘metanarrative’ of economics — the beneficence of the free market - is
built on a central metaphor of ‘the economy as market system’ that is as
ideological as it is practical. I focus on the field of international
economics, where the centrality of the market metaphor has narrowed
the scope of the analysis of the international economy to such an extent
that economics has been unable to recognize certain important trends,
much less theorize them. The exclusive focus on markets has precluded a
rigorous treatment of new developments in the organization of business
and the production process and in the role of the state in international
transactions.

The metaphors of ‘econoiny as market system’ and ‘economy as equi-
librium state’ that characterize modern economics are particularly
inappropriate as the basis for a description of contemporary interna-
tional economic relations, While international economic theory is still
today largely an application of general equilibrium analysis, trends in
the international integration of production are moving a growing share
of international transactions outside the confines of ‘the market’ and into
the realm of non-arm’s-length transactions, in which the two parties in
the exchange either have common ownership or some other contractual
relation, or that involve the state as buyer or seller. Moreover, there is a
growing list of international corporate alliances, in which corporations
from different nations share services and information. The ‘competition’
that underpins ‘general competitive analysis’ thus has a diminishing role
in international economics. Not surprisingly, then, the equilibria that gird
the notion of ‘the international market’ as the constitutive metaphor for
international economists have also diminished in relevance. Large and
persistent trade imbalances, recurring balance of payments crises, and
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Postmodern critiques of objectivity
linked. Both are attacks on the maoderni
In his well-known essay, The Postmoder
Lyotard (1984) identifies the ‘metanarrative’ or ‘grand narrative’ as key
to the legitimation of modern knowledge, and in particular its founda-
tionalist claims.S Mctanarrative is narrative that purports to capture the
totality of a given field and thus that serves to structure its knowledge,
for example the notion of history as the story of the progress of mankind.
For Lyotard, such narcatives are exclusionary and presume universality,

Postmodernism, by contrast, tejects the metanarrative as the basis of
knowledge, According to Lyotard:
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metaphor? According to Webster, a Emsﬁ:s_” is an ,mﬁﬁ__mmmnoaﬂm_“wow
in which a word or phrase ordinarily m:@ ﬁ::u.,__‘_;ﬂ used m_.o:m i mm s
applied to another (e.g., screaming headlines, “all :.,.m. E.Oa d’s ﬂm mm_um.m.
Thus, a metaphor is a figure of mﬁcmn_ﬂ::: .:Sro..u qz.r.,:wu_:w»}.vmm et
tuting for one thing something it doesn’t .J‘_..:nm:% z.mo_.ﬁ m..Zr "nm:mm:.
any non-literal way of describing or referring to mo_.ﬁ:m:::m. rm o
guishes different tvpes of figures from mmn_.d other is the way ¢ mu‘wﬂsa
meaning - by analogy, or by contiguity, moﬂm: consensus, or wmm”m:_ farke
{(i.e. metaphor). All language is figural in ::_..n the relation =m 2%5
word (or image) and the concept it represents is mc:m_mz._m:wm._ %mm_. _.A:w”
There is no reason, for example that we call a tree ‘a tree’ in :mm o
‘un arbre’ in French. There is no :n::.nw w.m_m:o: cmﬁs.,.mmd.”rm \Mqoq n_mm
the thing, or what Saussure call the signifier and the signified. According
to Saussure:

The bond between the signifier m:ﬁ the signified s
arbitrary...The term [arbitrary] should not imply that the n:n_:nm
of the mmmimmq is left entirely to the speaker (we shall see #.um ow
that the individual does not have the power to nrmqmw a sign in
any way once it has become established in the _:.i:_m:m ns__“:ﬂﬁ
nity); I mean that it is unmotivated, i.e. arbitrary in that i

4 atural connection with the signified.
actually has no naturat co 101511966: 67, 69)

As language is inherently figural, so must be any ::mqﬁ_%ﬂﬁnﬁ“
theory. If all language is non-literal, E_.J.N do we er.m :.S isti ion
between literal and figurative? The figurative trumpets its :m:am:m‘_..m::ﬁ :
To say that the market is a metaphor is not to suggest Em__”.. _.mm_._ :
cconomic terms should be understood literally. It is _:mﬂmm.& to hig M:n
its status as a construct of the discipline. Markets are a social constru

izati i ar :
beyond our conceptualization of them, that is, our knowledge Nm .Es._ﬁn E
and market forces is framed by out narratives about how markets work

the study of the global economy.

Tlte power of market analysis

Market analysis has been central to the grand narrative c._.. ...ncﬂca_n”. r-,. ¥
centuries because it gives a sense of order to the ﬁm_.nn_u:o.:_ of an Ma v”
wise chaotic social existence, providing what Adam Smith lerm

tific. It is that the centrality and primacy of the metaphor of mno%o”_-w_.“.,«
market system’ is a particular and for many purposes narrow foc _

i
g
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essential component of any science, ‘to allay the tumult of the imagina-
tion.”” But economics moves from the status of mere ‘politicat economy’
to that of true ‘cconomic science’ at the point when the analysis of
market exchange comprises the full scope of economics. Thus modern
£CONOMIcs is synonymous with the analysis of market exchange, whereas
classical economics sought to uncover the natural laws of value and
distribution around which market outcomes were said to fluctuate.

The power of market analysis comes from its two basic, and connected
premises: the anonymity of market relations and the autonomy of
markets themselves. The anonymity of market relations implies that the
buyer and scller in the market are independent, as are their respective
motives. These transactors in the market are said to act exclusively in
their own sclf-interest. Rivalry characterizes the relation among
suppliers, and supplier-demander relations are based on the complete
independence of the two sides of the market. Thus market transactions
are termed ‘arm’s-length’ transactions,

The impersonalness of the market also requires that the actors — their
preferences, technologies and endowments - are given to the economic
problem of market analysis, as @pposed to being endogenous to any
process of market interaction. This has two important implications. Firs(,
It implics that the production process is largely given and can be
neglected.® Second, it roots market dynamics in nature, rendering them
tonomous  and  determined by the natural ‘laws’ of supply and
demand. The impersonal and natural characteristics of markets together
make analysis of market interaction ~ economics ~ scientific. Even if we
 tnderstand the problem of modern economics to be the analysis of given

but socially constructed conditions, we still must retain the indepen-
. dence of market from other social forces. When markets are viewed as
- embedded in a broader social structure, economic science becomes indis-
 tinguishable from economic anthropology and economic sociclogy. But
. #fforts to reconstruct cconomics with a notion of markets and other insti-
tutions as more broadly embedded have met Cnormous resistance from
- &onomists. According to Barber (1995: 388), ‘the carcer of the concept of
embeddeditess can be seen as one long struggle to overcome, to correct,
the common tendency among economists and others to...the absolutiza-
. Bon of the market” ¥ o

With markets at the center of cconomics, the result of the working-out
-of market “forces’ — that is, the attainment of market equilibrium -
“becomes the focus of all economic analysis. Model assumptions are
‘wmapologetically adopted simply on the grounds that they are necessary
B the madel is to exhibit a stable equilibrium. Equilibrium represents
dosure, as in any classic realist literary text. According to Belsey (1980;
M), ‘the movement of the classic realist narrative towards closure
ensures the reinstatement of arder, sometimes a now order,

sometimes
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il ' L] ! -
the old restored, but always intelligible because familiar.” Belsey’s (1980) -
description is of fiction, but it is surprisingly relevant to contemporary

i e 0 .
economic narratives about the economy.

When there is less than arm’s length Tc.nf,.cc: buyer and ..wn.:o_q. :H..”M

forces break down. Market analysis, MJM_M _J ,:“:g“,__.,_”,.MQM_H.:M_M_Ummww. r "
ndered inadequate, For one, it is difficult to pr : ste .

_ﬂ”w_wm_._»..B:::L:_: when supply and demand are m_:ﬁuﬁ_m.mm_ﬂn_pmu__mo“
point already noted in the nincteenth-century S__w_,._SmMm J: ..:a__w.a:m_
of downsloping supply and demand curves. w.c.i._:, F_.zrmn_ v
freedom said to be realized in _,:.u_.xﬁ exchange _v.Q,,__dmu.ch :, ol
supply determines demand (or E.r.c <c2.£.. 1f t_.c.? q.n :nrw.:ﬁ \_:Qns.cqr“
are driven by cultural n::m::::m._:n._:.a__.ﬁ market ,.::n F,_ﬂ .:c oneer
place organization, then the m:.v_cn:,.:.u\ of ﬁ.ﬂnﬁ.cqr:?.v an_.ﬁ
provide adequale philosophical foundations for economics.

Markets and the international economy

There has recently been a growing M_Eﬁc:ﬂmm :._m M__Um ___JHF__WMP“MM*M:W__ ”__“
ot, especiatly in light of new research o : 5
mﬂ.__dﬂwmr\ﬂnm.a__i\ to >:w1umn_._ Gcmmw ‘OM.::.. cﬁﬂ_:jc:w_ MM_H“__W_MM n_,ﬁ._ :E,J_ﬂ”
jons in an economy, only a tiny fraction of them t i .

MM.”_,F _”chm__a_ be described as a market.” Klamer and Enn__nHm_nm.\.. :Nwoxmm” ;
af.ﬁ.:.i on Hirschman's (1970) three forms of nno:c::_m mwm:uqa:ﬁnmo:. “
voice, and lovalty) estimate that about 25 per cent :.m GD is ‘pe .m .=,==_L
that is, not related to anonymous . market __,_E_dn:o_.f : ¢ s

cconomists have also rejected the centrality c_w market ?:.n:om in z_u,_...p.a 2«— :
of cconomy. Nelson (1993} for c.xm_,:ﬂ._ﬁ .ﬂ.,._cnﬂm both _ﬁ m.:n_cm,.nrug
cmphasis on markels as a locus of free choice and the ¢ assica e o
natural laws of distribution of income and wealth. She argues in d

a focus on: *

the provisioning of human life, that is on :E,Q:cha_ﬁ:.m_m E%
processes necessary to human  survival..Such a s u w

cconomics need not rule out studies .2 exchange, but it ,.MM
displace them from the core of CConOMics, E.rc_._ _:_Bmﬂ: m:”” A_w y
- including survival through n_:E_.::i - is _.:m_ao._M_S Q. -
cconomic inguiry, nonmaterial services, such as chi .nm:*.__:..
supervision, as well as attendance to health concerns anc

issi  skills, becomues just as contral as food and shelter.
ansmission of skills, becomes just as cen
s (Nelson, 1993: 32-33)

i 3 ' mtinues to predom
Despite these developments, the market metaphor c I :

i ics of international trade.
nate in theories of internationa . . . .
In the neoclassical tradition, international trade is an application of
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. general equilibrium analysis. Capital and labor are ‘endowed’ on a
* country, individual consumer preferences and technological knowledge
given exogenously, and the direction of trade and the gains from trade
are determined as the result of equilibrium prices and trade quantities
(ie. exports and imports) that derive from the logic of firm and
consumer optimization in the transition from a state of ‘autarky’ to one
of “free trade’ under conditions of perfect competition and constant
returns to scale,'?

Ture” trade models assume the absence of capital flows. As a result,
balanced trade (that is, exports equal imports for all countries) is an cqui-
librium condition. In standard macrocconomic models, the trade balance
5 determined by private and  public saving and investment,
Comparative advantage determines which commadities each country
exports and imports. Free trade in goods not only brings efficient
resource allocation and maximum social welfare for all nations, but also
equalizes factor prices {wage and profit rates) globally, thus rendering
international factor mobility unnécessary for the attainment of efficiency.

-
Constructing comparative advantage

Wlhen they affirm a law’, writes McCloskey (1985: 57, 58), ‘scientists
are trying to persuade other scientists. .. Proofs of the Jaw of demand are
mostly literary.” So it is with comparative advantage. Like the law of
" demand, the principie of comparative advantage is based on a very
" particular construction, and its proof relies even more heavily on intro-
- spection and analogy than does the law of demand. In fact, while the law
of comparative advantage is commonly referred to as the most widely
scepted principle among economists, it has never been formally gener-
-dlized. 1t is fairly simple to extend Ricardo’s well-known example of
- English and Portuguese wine and cloth production and trade to the case
of many countries and two commadities or many commadities and tvoe
counirics. But it has never been shown that the principle yields a deter-
- ministic result in the case of many countrics and commodities. The most
developed attempt of this case is Jones ( 1961). But in order to get a deter-
ministic result he assumes that the number of countries and commoditics
are the same and that each country specializes in the production of, and
thus exports, a different commodity. Deardorff’s (1980) proof of ‘the
general vaiidily of the law of comparative advantage” ultimately aban-
dons the goal of determinism and sottles for a probabilistic relation
between relatively high (low) productivity in a sector and exports
{imports). This uncertainty and openness belies the determinism and
fymmetry implied by the principle of comparative advantage. The
fmple fechniques adopled for market closure - for example, assuming a

Emited number of goods and countrics, full emplovment, balanced trade
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— hardly support economists’ n_mm:.,_m wm the c:.?m_.m.,__ ._,m_mwmm_ammm%h
ncsdﬁuqm»?m advantage in the n_ﬂma:.__:m:nw: of the internationa vision
of labor. In sum, the principle of no_._._?.:m.;:,m advantage is a Epwn ore
delicate construction than the textbooks indicate, and the rise o*ﬂ o
International Economics’ (see below) reflects the fragmentation of kno

» to which this fragility leads. . .
mam_wmo%”mrnmn_m of ncm._.m.ma:g advantage dates to the n_mm.m_n&w _u.”__.”__,__ Is
with the neoclassical conception of markets that Q::_u..:'.m:e.mrm as* .:mm
becomes determined by natural endowments, .»_Em _omS:m the _um»m_.mn._
nation of trade flows to ‘nature’. As with the _u_:.ua\ a_uﬁOm_:.o: e Hz:.
market and non-market spheres, the :E:B_\m.un._m_ n_m_,:m,.nm:onm is .8__._
cial and problematic. What if, for mxm:_m_.m. trade itself leads %% m”_m o
labor skills or technological capabilities? Then the tradition un
between trade and factor endowments would be reversed. The mm_mmaam o
of a natural basis for trade ultimately has a double m.amm for neoc m: o
economics. On the one hand, it anchors economic oEnonm H_ e
natural rtalm, thus bestowing on the process a status a _:.w.o .
analyzed by the natural sciences. On the other hand, w.« ﬁow_ ._sgm:ﬁ.
determination as outside of the market proper, the narrative of in MBX
tional trade leaves its determinants outside the realm of »_‘._m .mﬂnﬂon_.-_
sphere. Thus defining ‘the natural’ is also to mmgmnnwwm a w_m.zﬁm
sphere, and to circumscribe a proper scope of economic analysis.

While the law of comparative advantage — in both its classical and

neoclassical versions — can be seen as a delicate construction, it is the

particularity of its conception of the firm and the state that identify it0

completely with the constitutive Emﬁmﬁrﬂ. of the economy as wﬁ%ﬁ
set of magkets. Both classical and :wo.n_mmm_nm_ trade *rm._o:_mmm:m _.: o
a conception of an industry as consisting usually of a single n__izn e
a metaphorical ‘national firm’. In such a world, intra-industry

(trade in similar products between two nations) is a logical impossibility
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The neoclassical reconstruction

In the late 1970s, international economists began exploring the implica-
tions of relaxing the assumptions of perfect competition and constant
returns to scale and of replacing ‘rational economic man’ with ‘game-
playing man’, that is introducing strategic behavior on the part of
individual agents. This was motivated in part by the desire to explain the
obscrved importance of intra-industry trade and the apparent success of
some tracde-orientated industrial policies, such as in Japan and South
Korca. While these models invariably assume full employment and
balanced trade, they also attribute trade to factors other than compara-
tive advantage. As a result, commercial policy (e.g., subsidies and tariffs)
can be shown to be welfare enhancing for a given nation under certain
conditions, 6

The pro-interventionist conclusions of much of the new intern
economics have proven to be too contentious in
broad adherence to the principle of free trade has been one of its hall-
marks. Paul Krugman, the founder of this ‘new international economics’,
has himself backed away from the policy conclusions of these optimiza-
tion models, arguing that they“are too sensitive to particular assumptions
and that their application to actual policy would require an unrealistic
ability for disinterested fine tuning on the part of the state.!” Krugman’s
retreat from these heretical conclusions reveals a discrepancy between
the rigor with which market dynamics are analyzed and the looseness in
the treatment in the notion of the state. Market dynamics based on

ational
a profession whose

national-agent optimization are painstakingly constructed both mathe-
matically and verbally. Conclusions

. the state, on the other hand, are
@asual observation and even stere

about the capacities and nature of
drawn almost S.E:__mmnm:vo and based on
otype. Such an asymmetry in the treat-

ment of markets and states is only acceptable because the dominant and

central metaphor of economic discourse is ‘the economy as market
 sysem”.® Why is the state treated so cavalierly, the market so “scientifi-
- ally”? Non-market institutions are notoriously difficult to
. through the lens of the market, And while neoclassic
lrgely agreed that this metaphorical transfer is
- Wthe study of the firm (see below), no such agreement exists about the
i; onceptualization of the state. Moreover, ‘policy relevance’ has emerged
an important criterion of professional significance. Rendering the vari-

% . Wons of the market metaphor policy relevant has required a flexibility in
the representation of the role of the state and state-market relations. To

" putit more strongly, policy relevance requires flexibility in the treatment

of policy as a necessary antidote to the sterility of the treatment of the
market. "

since by definition no two nations have a nc:,_ﬁm_.wﬂ?m mm.<m:”m._mm_ M_:_”
same sector. Multifirm industries are at most no:S_.:c.n_ of _Qm” _Mw B
precluding any heterogeneity in firm response to m_=.,:_m:. marke M ol
Moreover, intra-firm trade is ruled out by nozm::.n:o:“. _rmq.m __m n e
nale for a single ‘firm’ to operate in two countries, since interna o)
factor movements are seen as unnecessary to E._:m about an omo:l.
result. Foreign direct investment then has no nomm._: the n.mmﬁmﬂ:::ﬂma e
trade flows. Also, the role of the state in raising national we e
limited to a single and narrow case of market mm::qm“ >ﬁ_:m~“ﬂm~ o
market power (that is, facing me than mm_.monw._w c_mm:n. m.._._”..J pe
impose an ‘optimal tariff’, altering relative prices to raise its "
revenues and its national welfare. ;

interpret
al economists have
acceptable when it comes
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Firms and states in international transactions

In the theory of international trade, both old and new, all transactions are
market transactions. Firms face perfectly competitive factor markets
domestically and either perfect or imperfect competition in international
product markets. Entirely overlooked in this conception is the significant
volume of international transactions that take place within the firm, with
the heavy involvement of the state, or even befween firms ncstﬁmzzn
wilh cach other. Simply put, the scope of transactions in the international
ccanomy is much broader than the theory of international trade would
lead us to belicve. Today’s international economic relations are character-
ized by considerable amounts of non-arm’s-length transactions. These
take the form of intra-firm trade, inter-corporate joint ventures and
alliances, special arrangements between buyers and sellers (suppliers),
and state-negotiated trade. The scope of this array of forms of non-arm'’s-
length transactions is so broad that the relevance of the market cum locus
of arm’s-length transactions is greatly diminished. The dominance of the
market metaphor in the discourse of international economics has made it
difficult for cconomists to even identify certain trends (for example, in
intra-firm trade), much less theorize them. As a result, this task has fallen
increasingly to experts in management and political science.?!

Intra-firm trade v

Intra-firm trade is the international trade of goods or services withina
single firm. Since the firm in this case is, by definition, a transnational
corporation (TNC), the large share of intra-firm trade in overall interna-
tional trade is a relatively recent phenomenon. Moreover, it is neglected
in both the old and new international economics, because neither even
has a theory of the transnational corporation.2!’ While transnational
corporations have existed for over 300 years, their prominence has risen
steadily over the past twenty-five years. By the late 1990s there wene
about 53,000 parent transnational corporations, compared to only 7000
in 1970. These corporations controlled over 448,000 foreign affiliates. The
world stock of outward foreign direct investment reached $3.5 trillion in

1997, up from $2.1 trillion in 1993 and $282 million in 1975. The share of - 33 )
foreign direct investment in world gross capital formation rose by twor ' ,
thirds between the early 1980s and the earty 1990s; for developing '

countries, the increase was by three-quarters. Other indicators of intemae
tional production by firms have risen accordingly. Between 1975 and

1992, the number of employees of transnational corporations almont 554
doubled from 40 to 73 million employees, and since 1985 almost all the - &7

expansion was accounted for by employment in affiliates. Belween 1986 -

r’ .._/.L 9

£ Wypothetical case
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and 1995, sale i ilf n
- Hm. ._.n_ﬂnm cm_?:.mi: affiltates of transnational corporations grow |
t ] ) 1
m per cent per annum, compared with onlv 2 per cent in ,::. fir

_-—__ C_ ﬂ—_nn —W:C.m. \’m.ﬂmu—.,ﬂ Cm _A:O— n a_:_ -mm-ﬂ rew a m _fﬂ NH LA § n J
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subsidiaries ili o
- .,_m_“_r?”:w_um. U_H.“_\_M_HS than they did twenty-five vears ago. ?pr_w,
o rasiienly W.,B_.‘m:_mm:“;.:._c :..,_:m:u:.::m_ corporation has n:._:nc,
e poically m:_i?:,.,_..v_wqﬂ__:.n_. ._”_F. tvpical transnational n::::..:._:
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widening of the mmcmn__u_um.n HM%MMMM HM _:,___Am .M._:::m b o
oo : . as already noted by Verno
Nc_:mw m:Qm “Mwmwm_“dwmﬂmﬁuﬂﬂ_wdn_mm w_:nﬁ and taken the form of m::dp_”_ﬁ“.ﬂ“
21, which ol int _”.c.”a.:m_:. J m».,\__N.ma example is depicted in Figur
fon' oy vl e the expansion c.‘. the transnational corporg

he establishment of foreign affiliates through direc
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i i il inter-
To ignore intra-firm trade, then, in a discussion of the ﬁ._._maﬂ\m M_w “__”m_o_.
. i icy, is to igno
i i : lation of trade policy, is :
ational trade or in the formu rads . e o e
._“_S_.c of world transactions. Table 20.1 m_*,,cv ﬂ#.. M__Sﬂmmw:“”m“ocw % per
. and Sweden. For the , ,
in total trade of the USA, Japan a . : o e
_n_m.:“ of exports and 43 per cent of imports were intra-firm. The fig
manufacturing alone are oqcm Zmﬂ_ug_cn in _d%n.,._““ M_“MMM o the US balanco of
i i € COns $ ;
Intra-firm trade has considera i
trade .>nn3&:m to a study of the 1980, zé. us Um__.,,:_dn_nn w”_ e
:.ic.w: 1982 was in deficit of $25.9 billion. This n.osm_an_ o muo mf_:o:
ﬁhm 6 billion for US-based transnational noqﬁoﬂsosm an mn__ > z.:w i
m_c.:n: of foreign based transnational corporations. ﬁo:m_-ﬁﬂ:dm %m e
callv sensitive case of US-Japancse trade. About ?ﬁw m:o:w_ corpo
< . Pt . -
im 4.o:m from Japan are intra-firm trade E\ “_mﬁm.:mmm :m:m‘ O D e
q,:ﬂc:n And even US exports to Japan w_um dominated by in
. a i ations.~
: Japanese transnational corpora . . become
by __:ﬁ.,.-:_._,: trade is likely to increase in the m::b.m_m.m m:_,ﬂw:m:s:w_.
increasingly multinational. But the particular _uo:d of this Eu_e i
ization is quite important. Transnational nc_.vo_..m.:o:m .B.er T ies
am rree of integration by replicating existing mm__::m.m in yo_.:m i
i ! 4 C 1
dﬁm;:m:::..__ corporations are said to m.co?u: their __ﬂu_m of aperations
gration when they integrate more sophisticated aspects
<

Table 20.1 Intra-firm trade, USA, Japan, and Sweden, selected years
{(percentapes)

Satdme 8000 cases of inter-

USA 1977 1982 1983 1989 AW@MN Acouw
36 37
Share of intra-firm 36 33 342
exports in total exports s ins o
Share of intra-firm 40 37 3638 ..
i i al imports ..
.“Bﬁc_._.rm ok 1977 1982 1983 1989 1992 1993
apan .
245 269
Share of intra-firm n.a. na. 225
ports i xports . .
exports in total export 53 148 "
Share of intra-firm n.a. na. 151 m
imports in total imports 086 %
Sweden' - » .
Share of intra-firm 3 “
exports in total exports . , .
Share of intra-firm g
imports in total imports o
Sntrce: United Nations Centre for Transnational Corporations (1988), *
United Nations (1994) and (1996). .

Data covering: enly manufacluring .
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among affiliates. While transnational corporations have increa:
integrated in both ways, the recent trend is for transnational corpor,
: to integrate with foreign affiliates at even the most sophisticated iey
s§.  the firm’s operations. This has been termed a “deepening of the
: tional integration’ of transnational corporations.

The process of decpening functional integration of the transna
corporation is illustrated in Figure 20.2. In case (a), interaction het
parent and affiliates is limited to ane or two functions. Case (b |
much broader functional integration of international production,
the integration takes Place even in the firm’s most sophisticated
tions. Note that Figure 20.2 depicts, for simplicity, a transnat
corporation with only a single foreign affiliate. Note also that in the
of both widening and deepening, the transnation
length exports may not rise. But non
to be rising, as the firm's functions have been integrated at increas;j
higher levels of the value chain. Thus while world trade has gr
steadily but m_cix.am_m:«_m to GDP over the past 25 years, reaching
1913 level only in Jthe late 1970s, the share of intermediate goods in
trade rose more rapidly.25

With deepening international integration of production, the nati
Identity of a transnational corporation has become increasingly diff
o pinpoint and, in many respects, less important, rendering the ‘nati
firms’ of trade theory even more inappropriate as characterization
tontemporary production units. Also, it raises thorny questions

national economic policy by distinguishing a pation’s asscts from
property owners.26

al corporations a
-arm’s-length transactions are |

Interfirm collaboration

; While transnational corporation integration raises the level of intr

trade, there arc a growing number of cooperative arr
otherwise rival corporations that represe
that are not captured by the it
‘Rate alliances range in n
t Information, to the sh
servicing functions, to
R -E::m of technologi

4

a-f
angemoents anyg
ntnon-arm’s-length transactic
tra-firm trade statistics. These intercor
ature from the sharing of technologi
aring of marketing, distribution or after-sa
agreement on joint production. The intercorpor,
cal information is particularly common, with o
¥ firm technology agreements recorded between 1¢
57 and 1996, In 1996 alone, 650 of these agreements were made.?” These ;
% Motivated by the desire of firms to share in the cost and risk of new hig
- tech product development (e.g. biotech, new materials  technolog
- demiconductors). For example, three major transnational corporatio
.4 I the semiconductor industry, 1BM, Toshiba
3 agreement in 1992 to ‘sha

and Siemens, signed |
re the huge costs involved in designing the ne
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u.z {256 megabyte] chip and its fabrication process (estimated at $1 billion)
: and the risk associated with it."2% In othoer industries, such as automu-
mmm biles, chemicals, food and beverages, consumer clectronics and even
2% E fof services, the alliances are motivated by the desire for market access. In
m.,mm m.nm g2 the airline industry, for example, there s a growing web of shared use of
g m m m ] mmmm computer reservation systems. The links are shown in Figure 20.3.
3 £ mm 5 gz 5.c1 According to the United Nations:
£E588 = Given the cost of est
g .

ablishing and operating such systems and
providing the related services, an increasing number of airlines
pool these resources and engage in CRS-alliances
reservation systems). These are often cemente
from the partner airlines. International airlines establish tech-
nical assistance links, n:q_c-m_al_ﬁ and  other forms  of
commercial alliances mainly for some complementary strategics:

to get access to forcign markets through the marketing and

distribution :Qs\s.—w.rm of their partners; to capitalize CRS soft-
ware and services;

and to adopt/adapt advanced lechnology in
order to reduce the development time and costs involved in
n_r,:._mm:n their own computer netwarks,

ALD
Trairing
Qustroutar

Pracutamant

Accaurtng

[computer
d by equity stakes

Fans productien |

AiD
Training

Paris proguchon

(1993: 146)

clity

Production
1oraign
affiliates

The role of the state

In addition to intra-firm trade and intercorporate alliances, the state's

wle as an agent in non-arm’s length international trade is considerabie,
In the USA, for example, the Export-tmport Bank, an agency of the Us
government, supplies loans, lpan guarantecs and insurance to foreign
eountries to facilitate the purchase of American products, ranging from
alicraft to printing presses to hearing aids. Exports supported by the
- Bxport-Import Bank rose from about $6 billion in 1989 1o $1%
199429

Another steady and direct source of us
z Iternational trade is the shipment of
. oountries under Titles I, 1 and Il of

Traning
Qisinbutian

Parts praguction
Procuremant

billion in

Accounursg
Progura—act
Digtebution

government intervention in
agricultural products to developing
PL480. Since 1970, these shipments

NP arts proguc: 20|

Sonal intra-firm integration of production

ndependant producers located

~Speaking to arms exporters in 1993, former

° . m m have averaged well over $1 billion dollars per vear, providing an impor-
g8 - m ] M YR tant vent mc._..mm:n:_E_\..__ surplus and bolstering US agricultural exports
PRy 5 <% LR ,,-..::.:. position as the _E.xc.mﬂ export sector of the US cconomy,
zasl 5ot | wpi  Less direct, but cqually important, is the US government role in the
285 Erg, Jigdg e sle of military equipment. These sales currently account for about 5 per
£ £35 5 e ww mqm > o e et of US exports and totaled $134 billion in the 1980s. While they are

BEg mmmm m w ” ofiicially sales of private corporations, these sales — ranging from

£ m g m 5o ' AT8 weapons to aircraft — are heavily promoted by the government.

Eese W .* gk on

- maoc 3

mcn...,_::..,. of Commeree
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ASIA PACIFIC NORTH AMERICA EUROPE
Axeas Sabre Amadeus
JAL American \ Air ﬂ_‘msnm

Lufthansa
Kores \ - Iberia
Infini Worldspan Sabena
Ali-Nippon Delta
H TWA :

Northwest : Galileo
Abacus British
Cathay Covia/Apolio _A_q_s .
SIA United N Alitalia .
MAS USAir Swissaie
Philippine >cm=_.m:
Royal Brunei 1 >.mq Lingus
China \ Air muow.Eom_
Dragonair System One \ Olympic
All-Nippon Continental d
Tradewinds
Fantasia Gemini
Quantas | Canadian 4

Air Canada
Southern Cross
Australian
Ansett

Marketing/technical link

Figure 20.3 Alliances among airline computer reservation systems
Saurce: United Nations 1993: 145

Ronald Brown stated, ‘The president is committed to moving _uru\osm __M..
arm’s-length relationship that has too long existed w.mginm: private an

public sectors...We will work with you to help you .::& buyers for your
products in the world marketplace, and then we will work to help you

close the deal.’ Of course the close government involvement in arms

exports has a long tradition in the USA (Hartung 1994).

The stability of international equilibrium :

The stability of equilibrium in international exchange is Em::m,m:.i in
the two central and complementary features of the theory: .7:?38%
trade and automatic adjustment in the balance of payments. Table 20

DECENTERING THE MARKET METAPHOR

shows the cumulative trade balances of a selection of countries, industri
alized and industrializing. Not only is the volume of the imbalance
relatively large, but the imbalances have persisted over considerabl
periods of time, up to eleven years in some cases. It is difficult to make ;
case for the existence of an automatic adjustment mechanism in such .
context.

Of course, by accounting conventions, capital flow imbalances mus
offset the trade imbalances each year. But these do not come naturally’
since they often require considerable state intervention in the form 0
official reserve flows and foreign exchange market intervention
Moreover, even such a non-market institution can be inadequate to sten
a ‘balance of payments crisis’ which inevitably requires drastic statc
intervention.?! International economic relations could just as well be saic
to be dominated by persistent imbalances than by tendencies toward
balance. Thus a decentering of the market in the analysis of the interna-
tional economy would also bring into question the stability of the
international n.a_:zmczwm:z that reinforces the logic of the metaphor.

Table 20.2 Cumulative current account balance, selecled countries

Country Cumulative account Conseculive years with Cumulative current
balance same sign account balance ("» o
end-period GDIY

1970-1980  1985-1995  1970-1980  1985-19Y5 1970-1980 1985 Jue

Australia -20,668 132,275 7 1" 10 H
Austria 7,780 6,040 11 4 7 4
Canada 22,115 179,676 7 1" 6 31
Germany " 20,304 173341 & 6 2 12
Ireland -7,592 2933 11 6 P 5"

. laly 6,651 7775 4 6 ! 4
lapan 20,512 Y4R0Rd 3 1" 1 M
Netherlands 13,338 92379  § 1 7 M

. United -2,244 -162,570 5 10 {1 "
Kingdom

" United 3,823 -1,233324 4 1" 0 19"
?—BE

Source: OECD (1996)
Nedr:

final vear
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: i ith decentered markets service, then a range of organizational forms of organizing production
[nternational economics with dece become thinkable. A srowing body of empirical studies of international
trade show the dominance of non-price over pure price competition, ™

The second problem with the Coasian tradition is that the firm and
market are viewed as alternatives, This ignores that the tvo serve
different functions. Production takes place within firms, not markets.
And it is firms that establish a market, or even extend the scope of an
existing market. As, firms expand intermationally, markets are trans-
formed — they do not disappear® The point is not to deny that the
market metaphor could be reintroduced to ‘explain’ the firm, but to
emphasize that such an analytical move is to exclude other important
forms of knowledge and to further reify the notion of the market. The
atomism of agents implied by such a conception removes the possibility
of a serious trcatment of internal arganizational dynamics.? Such
phenomena as intra-firm trade, market-seeking foreign direct invest-

ard

¢ n L CSICHC ! AR
(.,(:P_n- -__mﬁ H ¢Mm ?a__..._.__-_:d 5, can ._n.md — ma V\ es _ 1SKS 0

). Simitarly, a “postmodern ..;.c::_:w.n.:.. :EE.EEEmm the qu
”__.P___.”.H;//,f_wd _. .___“.””_"::._.:qm _”:x_: ook like ance its *.:.,.:n;,:.,___d q.j_”.”wﬂ_u_"__uﬁ_”””.:.ﬁ
is dislodged. | have argued :“s_ the M..zn._Fn_m_“.MHM.“NWM_H:”.__”:_ n..nozczinm o
market relations in the grang narrative ‘ at o ot produetion,
resulted in a blindness to the Q:....m::: 2” :ﬁ....C_WL_H(..,_w o O P
and that it is precisely the radical _._,..:_mm:.,\.m ion of bus e

: i ocess  that - characterizes  contempaorary . .
Wn_““_p“,”__”“””,“ﬁu ﬂﬁﬂ“wf :_: .ex:mc_,_:_,_m_% given .,_.:::mw:n _,,_mm_:mn_,_wﬁ”ﬂq%_“ﬂm
in autonomous markets can m_F..g .,.cJ\.__:_n _M_m_d_g c.:,w,__rdcn__df._m._. o ngth
arganization of production s”:_:: the :J.: an | _M:”_ p,: e
international transactions. It is not even clear that such a sys

4 h b [ _Aw over ::-O-
_..ﬂ SUSLE
_.P__Fr:’ ol :—— _:’P.« :ﬁﬁ :_n___.ﬁn.w n(_f_....r:_ 15 st fﬁ:: _Wu

. 3 iza- . . . N
The history of modern capitalism is one of evolving P:_w_:..mmm s_._n..,__”_m . ment, and industrial policy, to name a few, become difficult to
e 1 ‘market structures. For example, the rise of c:mc_ucow ) a8 conceptualize, and thus m:&%m@ when only arm’s-fength transactions are
mE ane ! i . . : 5 W : . . Co
*”d__“:::: _:.E.ri structure in the United States in the 1890s considered. Endogenous chi nges in productivity, innovations in process
L « .

t _—-___f an w51 _ J _::_f SuUrvival. _ s ey 1 __:.u :..» T _Ar_—_c_—l
r_. ¢ ﬁn OF S SUTrVIv _ u ovel ﬁ C _U
Pahy

he t and product, dynamics of industrial relations that influence productivity
i if the i > trans- .
arm‘s-length transactions will be different if the conception of the

and location are ali largely ignored when internal organizational
" dynamics are not part of the narrative of economics,

Could an international economics exist without market analysis at its
center? Such an economics would give a prominent role to the organiza-
tion of business, and consider arm’s-length transactions as one of a
rumber of possible forms of international transactions. Replacing a focus
on markets and equilibria with one on business organizalion is not the

-substitution of one centered, unified concept {"the market’) with another
(the business organization’). Business organization is not an ideal type
but an evolving process that varies over time and over space. Chandler
(1977, 1990) has shown in much detail how the dynamics of capitalism -
from industrial revolution to the golden age of 1945-73 ~ can be related
dosely to the evolution of business organization. And a number of recent
. #tudies have argued that international competition can be viewed as a
Mruggle among alternative organizational forms, characterized as
.>aaum_8=c ‘Japanese” and ‘German’ (with considerable variety in each
type).
The existence of the firm has always been problematic for neoclassical
eonomics because it is conceived simply as an alternative to the market,
which is presupposed to be the most elficient mode for transactions, A
. postmodern theory of international trade must, at the very least, ques-
“Bon the metanarrative of ‘the beneficence of the free markoet’ by
problematizing the naturalized market metaphor and the essential
dualisms on which it rests: market/non-market, social/natural, and
- warket/fiem. Firms both create and destroy markels. ‘Market forces” or
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ion” i lar

‘the forces of international no_.:n.w::o: . :SW ﬁ_ﬁ%ﬂwm_ﬂwoumorﬂ qﬂn”.m”_ca
debates over globalization and social nsr.nw.. #M.n _M_w e O e o
denaturalized in a way that captures their ins itu ﬁm: e
and their ideological thrust. New ﬁmw::w_om__._ﬂm,\m e ocsible the
design, data management and a:.EE::_nm:c%, g g P e
e i s of mterationst busimess (both e
ioning. As a result, the dynamic: | )
.”_MM _m_”wﬂm\..,:ﬂ:.; can be scen as more m.S.ﬁ.c_.S_: :Mm: Emnqwﬂﬂmmmwﬂmi_cﬂ _==.M
determination of the :.;cq:mhc:m__m__m_mm“wM wﬂmwn_m._._ﬁﬂ_“q”mm»::o:m vl
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'namics can be theorized when the Bmwrﬁ metaplhe .
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The story of the beneficence of 5.0 free Eml@woam d ”.m L
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REFUSING THE GIFT

Philip Mirowski

These English psychologists - what do they really want? One
always discovers them voluntarily or involuntarily at the same
task, namely at dragging the partic hontense of our inner world
into the foreground arfd secking the truly effective and directing
agent, that which hasbeen decisive in its evolution, in just that
place where the intellectual pride of man would least desire to
find it... what is it that really always drives these psychologists in
just this direction? Is it a sccret, malicious, vulgar, perhaps self-
deceiving instinct for belittling man? Or possibly a pessimistic
suspicion, the mistrustfuliess of the disappointed idealists
grown spiteful and gloomy? Or a petty subterranean hostility
and rancor toward Christianity {(and Plato) that has not even
crossed the threshold of consciousness?...The way they have
bungled their moral genealogy comes to light at the very begin-
ning, where the task is to investigate the origin of zdc.nczmcﬁ;
and judgment ‘good’...One sees straightaway that this primary
* derivation already contains all the typical traits of the idio-
- Syncrasy of the English psychologists - we have utility’
forgetting,” "habit,” and finally “error,” all as a basis of an evalua-
tion of which the higher man has hitherto been proud as though
- itwerea kind of prerogative of man as such. This pride has to be
- humbled, this evaluation disvalued: has that end been achieved?
(Friedrich Nietzsche, 1967: 24-5)

These neaclassical economists — what do they really want? There have
been times — and it may have also happened to you — when they say
wmething whose audacity and sheer philistinism just takes my breath
way. And T don't mean those quotidian sources of xs_ic_m-p.:_.:_?
etrage, like when they claim that toxic waste should rightfully be
dumped in the third world because life is cheaper there, or that it is
weless for the government to mandate seatbelts in passenger auvlos
because people just end up driving more recklossly fo et AL





