


In the view ot both Smith and Engels the nation-state represented a pro
gre'ssive stage in human development because it enlarged the political realm 
of economic activity. In each successive economic epoch the advancing tech
nology and scale of production necessitates an enlargement of political organi
zation. Because the city-state and feudalism were below the optimum for the 
scale of production and the division of labor required by the Industrial Revolu
tion, they prevented the efficient utilization of resources and were superseded 
by larger political units. Smith considered this to be a desirable objective; for 
Engels it was a historical necessity. 

In contrast to the position of liberals and Marxists alike who stress the 
primacy of economic relations nationalists and the so-called realist school of 
political science have emphasized the primacy of politics. Whereas the liberal 
or Marxist emphasizes the production of wealth as the basic determinant of 
social and political organization, the realist stresses power, security, and na
tional sentiment. ... 

Although himself a proponent of economic liberalism, the late Jacob Yiner 
made one of the best analyses of the relationship of economic and pdlitical 
factors in determining the structure of international relations and concluded 
thatj20litical and security considerations are primary. In his classic study, The 
Customs Union Issue, Viner analyzed all known cases of economic and politi
cal unification from the perspective of whether the basic motivation was politi
calor economic. Thus, whereas Engels interpreted the formation of the 
Zollverein as a response to the industrialization of Germany and the eco
nomic necessity of larger markets, Viner argued "that Prussia engineered the 
customs union primarily for political reasons, in order to gain hegemony or at 
least influence over the lesser German states. It was largely in order to make 
certain that the hegemony should be Prussian and not Austrian that Prussia 
continually opposed Austrian entry into the Union, either openly or by press
ing for a customs union tariff lower than highly protectionist Austria could 
stomach." In pursuit of this strategic interest it was "Prussian might, rather 
than a common zeal for political unification arising out of economic partner
ship, [that] had played the major role." 

Whereas liberalism and Marxism foresee economic factors leading to the 
decline of political boundaries and eventually to political unification, Viner 
argued that economic and political boundaries need not coincide and may 
actually be incompatible with one another. The tendency today, he pointed 
out, to take the identity of political and economic frontiers for granted is in 
fact a quite modern phenomenon and is even now not universal. With respect 
to tariffs, the concern of his study, the general rule until recently was that 
political unification was greater than the area of economic unification. Fur
thermore, any attempt to further economic unification might undermine politi
cal unification; this was the case with respect to the American Civil War and is 

~ 
. the case today in Canada. 

Viner conduded his argument that economic factors are of secondary 
importance to political unification with the following observation, which is 
highly relevant for the concerns of this essay: 
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The power of nationalist sentiment can override all other considerations; i!can 
dominate the minds of a. people, and dictate the policies of government, even 
when in every possible way and to every conceivable degree it is in sharp 
conflict with what seem to be and are in fact the basic economic interests of the 
people in question. To accept as obviously true the notion that the bonds of 
allegiance must necessarily be largely economic in character to be strong, or to 
accept unhesitatingly the notion that where economic entanglements are artifi
cially or naturally strong the political affections will also necessarily become 
strong, is to reject whatever lessons past experience has for us in this field, 

The contemporary argument that interstate relations will recede in face of 
contemporary technological developments and will be replaced by trans
national relations between large multinational corporations was anticipated in 
the 1930s'by Eugene Staley. In a fascinating book, World Economy in Transi
tion, Staley posed the issue which is our main concern: "A conflict rages 
between technology and politics. Economics, so closely linked to both, has 
become the major battlefield. Stability and peace will reign in the world 
economy only when, somehow, the forces on the side of technology and the 
forces on the side of politics have once more been accommodated to each 
other." 

While Staley believed, along with many present-day writers, that politics 
and technology must ultimately adjust to one another, he emphasized, in 
contrast to contemporary writers, that it was not inevitable that politics adjust 
to technology. Reflecting the intense economic nationalism of the 1930s, 
Staley pointed out that the adjustment may very well be the other way 
around.... 
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This . . . discussion of the relationship between economics and politics argues 
the point that, although the economic and technical substructure partially deter
mines and interacts with the political superstructure, political values and secu
rity interests are crucial determinants of international economic relations. Poli
tics determines the framework of economic activity and channels it in directions 
which tend to serve the political objectives of dominant political groups and 
organizations. Throughout history each successive hegemonic power has orga
nized economic space in terms of its own interests and purposes. 

Following in this vein, the thesis of this essay is that transnational actors 
and rocesses are dependent u on eculi terns offi"nterstitte relations:" 
Whether one IS ta 109 about the merchant adventurers 0 t e SIX eent cen.' 
tury, nineteenth-century finance capitalists, or twentieth-century multina
tional corporations, transnational actors have been able to play an important 
role in world affairs because it has been in the interest of the predominant 
power(s) for them to do so. As political circumstances have changed due t!L, 
the rise and decline of nation-states, transnational processes have also been 
altered or ceased altogether. Thus, ... the world economy did not develop as 
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