Conversation with Susan Strange





Susan Strange. Professor of International Relations, born in 1923, studied at the University of Caen and the London School of Economics (B.Sc.Econ.). She has been a correspondent for The Economist and Observer at the UN, in Washington and in London. She was lecturer in international relations at University College, London (1949-64), research fellow, Royal Institute of International Affairs (1964-76), German Marshall Fun Fellow (1976-78), and Montague Burton Professor of International Relations, London School of Economics (1978-88). She is an international political economist specializing in the politics of money and finance and international trade. Her recent has concerned transnational relations between governments and foreign firms and the changing character of both States and corporate enterprises. She was professor of International Relations at the European University Institute until 1993 when she was nominated external professor. She then went to the University of Warwick where she is currently teaching (vitae from http://www.iue.it/SPS/Dept/strange.html).





Susan Strange is a pioneer in the field of international political economy, and her States and Markets has been translated into Japanese and Chinese and is widely used as an introductory text. She is currently teaching at the University Institute in Florence. Before that she taught at the London School of Economics and Political Science and was Senior Research Fellow at the Royal Institute of International Affairs in London. Other books include The Retreat of the State (1996), Rival States Rival Firms (1991) with John Stopford, and Casino Capitalism (1986)





Born June 9, 1923. Langston Matravers, Dorset England. Married twice, four son , two daughters





Susan Strange is a pioneer in the field of international political economy, and her “States and Markets “ (1988, 2nded, 1994) is widely used as an introductory text. She was for ten years Montagu Burton  of Professor of international Relations at the London school of Economics and Political Science, moving then for four years to the European University Institute in Florence, Italy. She has been President of the international Studies Association (1995 - 96).”Other Books: Rival State, Rival Firms” was co-authored with Prof. John Stopford of the London Business School, but another study. “The Retreat of the state” is forth coming with Cambridge University Press. Earlier books “Casino Capitalism”, “ International Monetary Relations 1959 - 1972”. “Sterling and British Policy” were on international money and finance.


Note: Susan Strange died on October 25th, 1998


Q. What is your original training? 


a. I am an economic journalist and a student of international relations, so I have two disciplinary legs.





Q. What is your main interest as a student of international relations?


a. My primary interest is what determines who-gets-what. Most international business theories come from the how-to-do-it side. I come from what-makes-what-is-going-on; what-is-going-on in international business, what role is international politics playing in the world market economy? I argue with the political science people —I am in the political science department— that they tend to say that politics is what politicians do, what governors do. I say that politics is what everybody does when they want to achieve something, when they have to get other people to agree, whether you have a firm or a church leader or a political leader. Even in a tennis club you still have other people agree to play tennis. At the moment, you see, we play academic politics. In  my last book, The Retreat of the State, I try to tell people interested in international political economy, which is my field, you should pay attention to big business firms as much as you pay attention to governments or states.





Q. What other international actors do you refer to, beside governments and international companies?


a. Big banks, international investment managers, and accountants.





Q. What is the relationship between structures of power (security, finance, production and knowledge) and the way they shape our social and individual life? 


a. They interact with each other. These structures shape individual and social lives by government, by people like Hayek or Friedman. The structures are not there because God made them like that. Human agencies shape these structures, and the structures that we have today are not the same structures that we had in the sixteenth century. The present structures give more power to the multinational companies (MNCs). That is one of the conclusions of my structural analysis. 





Q. It is easy to understand security, finance and production as sources of power, but how does the knowledge structure work?


a. The knowledge structure is about the capacity to attach people’s belief that your ideas are good ideas, that your values are the proper ones. I know some people that say “The market is the efficient system for the economy, so the market system would be all right.” Why is the market produced? US people like F. Hayek or Milton Friedman say “The less government you have, the better.” Well, this is not necessarily true. I think the Americans have persuaded some people outside the USA —in Asia, Mexico, Africa, Europe— that their ideas about the less government, the less regulations, the more privatization, the better. I think this is not necessarily true. I think the kind of power that shapes people’s ideas is the ultimate power. It is much more subtle than saying “If you do not give me your money, I will shoot you,” or, “If you do not want be something my way, I will make you suffer.” The knowledge structure is about how you communicate and what you communicate. What you communicate is beliefs, value systems, value preferences.





Q. How may an individual express structural power?


a. An individual like the Pope has structural power because he manages the Catholic Church, and the Catholic Church, for example, prevents some Catholics from contraception or abortion in their range of options; so he is exercising structural power. The president of the USA has structural power. It is not that individuals have relational power (to get another to do what I want) or they have structural power (the rules of the game). They can have both (or neither). It is the kind of power they exercise that matters.





Q. In the bargaining process of locating operations in a foreign country, is a MNC stressing structural power or relational power?


a. I think both. Some firms in Mexico, the USA, or Europe say “if you belong to a labor union, you are out.” It is relational power. But it also has structural power in the sense they create a framework within which workers negotiate their wages with the management. So it is not one or the other kind of power; it is in the way you think about the two kinds of power, maybe exercised by the same person, the same institution at the time. 





Q. Is your analysis based on a paradigm rather than a theory?


a. I do not really believe in any general theory. For example, Dunning OLI paradigm is a rather comprehensive paradigm. I know that very few things are important. I know that structural power is important, but then I cannot tell you that there is any kind of model or general rule which governs any situation. It depends on what kind of business  you are, what kind of  power you have to resist. Also what the state of the market is. My approach is not a general model or a general theory in the sense of ‘Use this theory, it explains everything’. It is a framework of analysis. I tell you what questions to ask; how you answer the questions is necessarily subjective. I am giving you a toolbox. If you want to understand the world, this framework, this set of questions you have to ask: who-gets-what? why is the structure in the way it is? what are the consequences? who takes the risk? who gets the opportunities? who pays? who benefits? These are the questions you have to ask, these are the questions that most economists forget to ask. 





Q. Why do you exclude Galbraith’s social power as a source of power in your classification?


a. I included it, but I unpacked it, saying that are different kinds of social power. It may be exercised in the knowledge structure, might be either in the professional liberal economics, or it might be in critical economics. You also find social power in things that explain what happened in Chiapas or in narcotraficantes activities that affect your security.





Q. What is the relationship between the international business theories and your approach?


a. It is like the theory of the universe and theories about the shape of the continents. The theory of the origin of the universe is answering the question about how the universe started; it is not telling you about how the continents on earth become shaped the way they did, which is another theory. What I am saying is that realism or mercantilism, protectionism or dependency or critical theory is about how you see the world economy as a whole? how do you get there? who benefits? are the results good or bad? The business school theories bring something different, I think. It is saying ‘how-to-do-it’, how to operate the car, read the manual; that is not really an explanatory theory. It is an instruction manual. But if you talk about people like Dunning, Porter, and people like that, they are asking why do MNCs need to operate outside the home country? why international production? It is a big change in the world. So the question is, why do we have so much international production now in relation to the 1930s or 1950s? Dunning has one explanation. The other explanation, our explanation in the early chapters of our book Rival firms, rival states, lies in the accelerating rate of technological change (everybody knows technology is changing faster and faster). We say this is what makes companies want to sell in foreign markets to survive, because the only thing happening is that technology is becoming more and more expensive; you can borrow money to invest in related technology, whatever it is, whatever you do, and it is not because companies are internalising transaction costs, which is what the economists’ theory says. But the reality is that they have no choice. They have to compete for the world market share because otherwise they cannot make more profits to pay off the debt that they have incurred to install latest technology. At same time, they need to be able to raise more debt to pay for the next technology.





Q. What theory supported this viewpoint?


a. None, we invented it.


Q. In what book do you present this viewpoint? It is not it in States and Markets


a. It is in Rival states, rival firms, a book that came in 1991. States and markets came in 1988. Each of my books is built on the last one. We were looking at foreign companies in Brazil (mostly American) and Malaysia (mostly Japanese). We realized that the theory of the firm did not have the answers to our questions. We knew that technology was a necessary condition, but it was not sufficient without a mobility of capital. Capital and technology have to be able to move to the USA, raise money, invest, use the technology, and develop trade to produce profits. Thus, my finance structure came into it.





Q. What dilemmas do you identify for the world political economy?


a. The most immediate problem is how to manage the financial system. The most serious problem, the long run problem, is how to keep the planet habitable; this is a serious concern about the environment. You do not have a chance to do something about the environmental question if you do not do something now about the financial system.
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