Capitalism, Not Globalism



Michigan Studies in International Political Economy

SERIES EDITORS: Edward Mansfield and Lisa Martin

Michael J. Gilligan
Empowering Exporters: Reciprocity, Delegation, and Collective Action in American
Trade Policy

Barry Eichengreen and Jeffry Frieden, Editors
Forging an Integrated Europe

Thomas H. Oatley
Monetary Politics: Exchange Rate Cooperation in the European Union

Robert Pahre
Leading Questions: How Hegemony Affects the International Political Economy

Andrew C. Sobel
State Institutions, Private Incentives, Global Capital

Roland Stephen
Vehicle of Influence: Building a European Car Market

William Bernhard
Banking on Reform: Political Parties and Central Bank Independence in the
Industrial Democracies

William Roberts Clark
Capitalism, Not Globalism: Capital Mobility, Central Bank Independence, and the
Political Control of the Economy

Edward D. Mansfield and Brian M. Pollins, Editors
Economic Interdependence and International Conflict: New Perspectives on an
Enduring Debate



Capitalism, Not Globalism

Capital Mobility, Central Bank Independence,
and the Political Control of the Economy

WILLIAM ROBERTS CLARK

The University of Michigan Press
Ann Arbor



Copyright © by the University of Michigan 2003
All rights reserved

Published in the United States of America by
The University of Michigan Press

Manufactured in the United States of America
©) Printed on acid-free paper

2006 2005 2004 2003 4 3 2 1

No part of this publication may be reproduced, stored in a retrieval system,
or transmitted in any form or by any means, electronic, mechanical, or otherwise,
without the written permission of the publisher.

A CIP catalog record for this book is available from the British Library.
Library of Congress Cataloging-in-Publication Data

Clark, William Roberts.
Capitalism, not globalism : capital mobility, central bank independence, and
the political control of the economy / William Roberts Clark.
p. cm.— (Michigan studies in international political economy)
Includes bibliographical references and index.
ISBN 0-472-11293-7 (cloth : alk. paper)
1. Monetary policy. 2. Economic policy. 1. Title. II. Series.

HG230.3.C55 2003
339.5—dc21 2003044773



Dedicated to the memory of Thomas F. and Marjorie L. Clark



Contents

Acknowledgments
Chapter | Introduction
Chapter 2 The Structural Context of Macroeconomic

Policy Choice

Chapter 3 Partisanship and Fiscal and Monetary Policy
Chapter 4  Elections and Fiscal and Monetary Policy
Chapter 5 Partisan Differences and Macroeconomic Qutcomes
Chapter 6  Elections and Macroeconomic Outcomes
Chapter 7 Conclusion
Appendix A Derivation of Proposition 1

Notes

References

Index

X

13
41
85

105

141

169

177
179
193

205



Acknowledgments
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X Acknowledgments

when needed, severe critic since my second semester in graduate school—had
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dents had a greater effect on the professor than vice versa. Many other students
and colleagues (at Georgia Tech, Princeton, and New York University) con-
tributed their time and energy in ways that proved helpful. I am particularly
grateful to Rebecca Hagstrom, Will Hakes, Stephen Flanders, Courtney Kinney,
Priti Lokre, and Tovah Simon for their research assistance.

This book leans heavily upon, and borrows liberally from, collaborative
work; I thank my coauthors Mark Hallerberg, Usha Reichert, Kevin Parker, and
Sandy Lomas both for their generosity and for their help in sharpening my
thinking on these matters for years. Indeed, portions of the book may be fa-
miliar to some readers. Chapter 2 clarifies and extends theoretical arguments
published in International Organization (Clark and Nair Reichert 1998) and the
American Political Science Review (Clark and Hallerberg 2000). In particular, I
emphasize the extent to which these previous articles are in tension with each
other. Chapter 4 is a replication and extension of some of the empirical analy-
sis in the APSR article. Chapter 6 is a fundamental reconsideration and critique
of the IO article.

I thank Geoffrey Garrett, Jakob de Haan, Mark Hallerberg, and Beth Sim-
mons for their generosity in sharing data. I am also grateful to participants in
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Rutgers University, Washington University, St. Louis, University of California
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David Leblang and his class at University of North Texas, who read and cri-
tiqued the penultimate draft of the entire manuscript; and to Matt Golder and
Becky Morton for useful discussions regarding econometrics. Any remaining
errors are my responsibility.

The first draft of the manuscript was completed while I was a visiting fellow
at the Center for International Studies at Princeton. I am grateful to Kate Mc-
Namara, Michael Doyle, and the MacArthur Foundation for making that visit
both possible and extremely enjoyable. I am also indebted to Alan Blinder,
Harold James, Peter Kenen, Paulo Pesenti, and Ken Rogoff for their help and
hospitality during my year at Princeton. It is hard to imagine a better environ-
ment in which to write about the politics of macroeconomic policy. Subse-
quent drafts and revisions were written while I was a member of the Politics
Department at NYU. I thank my colleagues and students there for a warm and
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