
Summer 1985 Volume 39 Number 3 ISSN 0020 8183 $5.00

Miles Kahler
Explaining the Debt Crisis

Albert Fishlow
Debt: Lessons from the Past

Philip A. Wellons
Debt and the Banks

Robert R. Kaufman
Latin American Responses to the Crisis

Stephan Haggard
The Politics of Adjustment

James C. W. Ahiakpor
Ghana and Dependency

Robert H. Bates and Da-Hsiang Donald Lien
The International Coffee Agreement

D. B. Steele
Global Economic Management

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

00
20

81
83

00
01

91
11

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S0020818300019111


Sponsored by the World Peace Foundation
Edited at Cornell University
Published quarterly by The MIT Press

EDITORIAL BOARD

Robert O. Keohane, Chairperson

David A. Baldwin
Richard J. Bloomfield
James A. Caporaso
Benjamin J. Cohen
Albert Fishlow
Robert G. Gilpin
Peter A. Gourevitch
Ernst B. Haas

Roger Hansen
Takashi Inoguchi
Harold K. Jacobson
Robert Jervis
Charles Lipson
Lynn Krieger Mytelka
John S. Odell
John Gerard Ruggie

Editor. Peter J. Katzenstein
Associate editor: Roger M. Haydon

Kenneth E. Sharpe
Janice Gross Stein
Loukas Tsoukalis
Laura Tyson
William J. L. Wallace
Thomas D. Willett
Mark W. Zacher
I. William Zartman

Review editor: David A. Baldwin

International Organization
invites the submission of
manuscripts on all aspects
of world politics and inter-
national political economy.
Manuscripts should be ad-
dressed to the Editor, Inter-
national Organization, 130
Uris Hall, Cornell Univer-
sity, Ithaca, N.Y. 14853.
Manuscripts should be dou-
ble-spaced and submitted in
triplicate, along with an ab-
stract and author's note.
Footnotes should be num-
bered consecutively, typed
double-spaced, and placed
at the end of the manu-
script. Authors may expect
a decision within two
months of the Editor's re-
ceipt of a manuscript.

Statements of fact and
opinion appearing in Inter-
national Organization are
made on the responsibility
of the authors alone and do
not imply the endorsement
of the Board of Editors,
The Board of Trustees of
the World Peace Founda-
tion, Cornell University, or
The MIT Press.

Subscriptions and business
correspondence: All inquir-
ies concerning subscriptions
should be sent to the MIT
Press Journals, 28 Carleton
Street, Cambridge, MA
02142. Yearly subscription
rates are: individuals, $18;
institutions, $40. Subscri-
bers outside the United
States and Canada should
add $4 for surface mail and
$ 18 for airmail. Postmaster
send address changes to
International Organization,
28 Carleton Street, Cam-
bridge, MA 02142. Second
Class postage is paid at
Boston, MA and at addi-
tional mailing offices.

International Organization
is published quarterly, Win-
ter, Spring, Summer, and
Fall by The MIT Press, 28
Carleton Street, Cambridge,
MA 02142

Advertising: Please write to
Advertising Manager, MIT
Press Journals, 28 Carleton
Street, Cambridge, MA
02142 USA. Telephone
(617)253-2866.

Rights and permissions: All
inquiries concerning rights
and permissions should be
sent to International Orga-
nization, MIT Press Jour-
nals, 28 Carleton Street,
Cambridge, MA 02142.

Permission to photocopy ar-
ticles for internal or personal
use or the internal or per-
sonal use of specific clients
is granted by the World
Peace Foundation and the
Massachusetts Institute of
Technology for libraries and
other users registered with
the Copyright Clearance
Center (CCQ, provided that
the fee of $ 1.50 per copy is
paid directly to CCC, 27
Congress Street, Salem, MA
01970. The fee code for
users of the Transactional
Reporting Service is: 0020-
8183/85 $1.50. For those
organizations that have been
granted a photocopy license
with CCC, a separate system
of payment has been
arranged.

© 1985 by the World Peace Foundation and the Massachusetts Institute of Technology
ISSN 0020-8183

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

00
20

81
83

00
01

91
11

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S0020818300019111


International Organization
Volume 39, Number 3, Summer 1985

The Political Economy of Debt

Politics and international debt: explaining the crisis Miles Kahler 357

Lessons from the past: capital markets during the 19th century 383
and the interwar period Albert Fishlow

International debt: the behavior of banks in a politicized 441
environment Philip A. Wellons

Democratic and authoritarian responses to the debt issue: 473
Argentina, Brazil, Mexico Robert R. Kaufman

The politics of adjustment: lessons from the IMF's Extended 505
Fund Facility Stephan Haggard

Research Notes

The success and failure of dependency theory: the experience of 535
Ghana James C. W. Ahiakpor

On the operations of the International Coffee Agreement 553
Robert H. Bates and Da-Hsiang Donald Lien

Comment

The case for global economic management and UN system 561
reform D. B. Steele

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

00
20

81
83

00
01

91
11

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S0020818300019111


Contributors

James C. W. Ahiakpor is Assistant Professor of Economics at Saint
Mary's University, Halifax, Nova Scotia.

Robert H. Bates is Professor of Political Science at the California Institute
of Technology, Pasadena.

Albert Fishlow is Professor of Economics at the University of California,
Berkeley.

Stephan Haggard is Assistant Professor of Government at Harvard Uni-
versity, Cambridge, Massachusetts.

Miles Kahler is Associate Professor of Political Science at Yale Univer-
sity, New Haven, Connecticut.

Robert R. Kaufman is Professor of Political Science at Rutgers, the State
University of New Jersey, in New Brunswick.

Da-Hsiang Donald Lien is a graduate student in the Social Science pro-
gram of the California Institute of Technology, Pasadena.

D. B. Steele is an international civil servant based in Geneva,
Switzerland.

Philip A. Wellons is Associate Professor of Business Administration at the
Graduate School of Business Administration of Harvard University, Bos-
ton, Massachusetts.

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

00
20

81
83

00
01

91
11

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S0020818300019111


Abstracts

Politics and international debt: explaining the crisis
by Miles Kahler
Most explanations of the debt crisis have been economic, emphasizing external shocks
to debtor economies, inadequate and belated adjustment policies, or imperfections
in financial markets. The last set of arguments, focused on market imperfections,
suggests three ways in which states have intervened in international financial systems:
ensuring system stability, regulating private actors, and managing (or refusing to
accept) adjustment. Although commercial bank lending to sovereign borrowers in
the 1970s seemed little affected by state action, banks relied on political assistance
from their home governments, and clear political obstacles to adjustment remained.
After 1982 political intervention by governments and international organizations
became more overt. In explaining the present outcome of cooperation without reform,
domestic politics are central. The United States was an equivocal system stabilizer
because of domestic constraints. Bank lending was shaped by a politicized regulatory
environment. The politics of adjustment influenced the bargaining strategies of debtor
states.

Lessons from the past: capital markets during the 19th century and the
interwar period
by Albert Fishlow
The performance of international capital markets before the First World War and
during the interwar period provides lessons about the increase over the last 15 years
in developing country debt. Four characteristics of borrower-lender relationships are
decisive: the use of finance; the ease of transfer of service payments; the institutional
form of intermediation; and the national sources of capital. Together these charac-
teristics define three capital market modes. In the 19th century developmental lending
to the temperate peripheral countries dominated. In the 1920s balance-of-payments
lending to Europe, and especially Germany, compensated for the imbalance occasioned
by reparations and war loans. In the last decade balance-of-payments finance has
been going to developing countries in the wake of the OPEC oil shock of 1973-74.

International debt: the behavior of banks in a politicized environment
by Philip A. Wellons

In the debate about the world debt crisis most analysts have focused on the international
system. They have largely ignored the long-term impact of the home governments
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of the big banks. Yet those home governments—in France, West Germany, Japan,
the United States, and the United Kingdom, the "Group of Five"—have, because
of the dynamics of banking, been crucial actors in the system of international debt.
For the banks, as a result, the political process at home is of central importance, not
only for resolving crises but also for making initial decisions on the allocation of
credit.

Democratic and authoritarian responses to the debt issue: Argentina,
Brazil, Mexico
by Robert R. Kaufman

Attempts to impose conventional stabilization policies in the context of the contem-
porary debt problem raise the significant possibility of working-class opposition to
incumbent governments. Different regimes in Argentina, Brazil, and Mexico have
dealt with such opposition in different ways. The Mexican system, by coopting labor
organizations into the dominant party structure, has been the most effective, although
its political resources have significantly eroded. In Brazil and Argentina, on the other
hand, the exclusionary policies of military-authoritarian regimes have provided at
best only a short-term basis for sustained stabilization policies. The "military option"
has been badly discredited in both societies. Democratic regimes in Argentina and
Brazil have in the past experimented unsuccessfully with three strategies toward
stabilization: the cooptation of labor through social pacts, the treatment of labor as
a loyal opposition, and the avoidance of stabilization decrees. The first and third
strategies are unlikely to work in the 1980s, but conditions are more favorable for
a "loyal opposition" option, particularly under a center-right government. The con-
sequences of stabilization decisions will depend on the development of international
trade opportunities. Expanding trade will reward regimes (i.e., the Mexican or a
center-right Brazilian government) that can sustain stabilization initiatives. Contracting
trade might provide greater opportunities for Alfonsin's center-left coalition in Ar-
gentina to mount successful challenges against prevailing international orthodoxies.

The politics of adjustment: lessons from the IMF's Extended Fund
Facility
by Stephan Haggard

Conventional wisdom holds that the programs of the International Monetary Fund
(IMF) are politically destabilizing and that an "elective affinity" exists between IMF-
style adjustment and authoritarianism. It is indeed true that democratic and even
corporatist systems face daunting problems when they attempt stabilization. Au-
thoritarian regimes fare little better, however, particularly where political authority
is sustained by networks of clientelism and state patronage. Nor does stabilization
necessarily produce authoritarian or repressive responses. To understand the politics
of adjustment, it is necessary to look beyond regime type to the political and economic
power of different social groups, the cohesiveness and ideological orientation of state
elites, the availability of nonconditional resources, and the strength of administrative
structures.
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