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Guide for examination 

Course: STV 2220 

Semester: Spring 2019 

The evaluation of the exams shall relate to the following 

learning outcomes: 

Knowledge 

 Knowledge the key theories and perspectives in the field of International Political 

Economy 

 Understanding of the political aspects of what we call ’economic globalization’ 

 Understanding of the mechanisms that govern international trade and finance 

 Ability to identify powerful actors, the rules of the game, who defines them and the role 

of international institutions. 

Skills 

 Ability to conduct systematic and critical thinking in the seminars, in exam writing and 

oral discussion. 

 Ability to conduct a free and independent academic reflections on the questions 

mentioned above 

 Ability to apply theories to explain empirical even in the field of international political 

economy 

 Ability to identify mechanisms that governs various sectors the international economy 

 Written Exam: 

o Ability to structure an academic text based on the assignment for the written 

exam. 

o Ability to disseminate the essence of the entries in the reading list of the course 

when answering the exam assignments. 

o Ability to perform, in writing, a scientific discussion, as for instance as a pro and 

con discussion or a critical discussion of a given proposition. 

 Seminar papers:  

o Ability to structure an academic text with research questions and design, a 

theoretical discussion or empirical analysis and a clear presentation of findings 

and conclusions. 

o Ability to relate a research question to the academic literature in the area and 

assess how the choice of research question determines the choices of research 

design, the need for sources/data and the research method. 

o Ability to communicate academic knowledge in writing and orally and provide 

constructive criticism of other students’ assignments. 
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The grading of the exams shall relate to the following grading 

scale: 

Grade General qualitative description 

(Norwegian Association of Higher 

Education Institutions/UiO) 

Description of grades for Bachelor’s degree 

courses (political science) 

A 

Excellent 

Excellent performance, clearly 

outstanding. The candidate 

demonstrates excellent judgement 

and a high degree of independent 

thinking. 

The candidate demonstrates an excellent mastery 

of the course curriculum. When discussing 

subject-related issues, the candidate applies 

concepts, theories and empirical knowledge with a 

very high degree of certainty and in a manner that 

shows independent thinking and reflection. 

Correct use of sources and References. 

B 

Very good 

Very good performance. The 

candidate demonstrates very good 

judgement and degree of 

independent thinking. 

The candidate demonstrates very good mastery of 

the course curriculum. When discussing subject-

related issues, the candidate applies concepts, 

theories and empirical knowledge with a high 

degree of certainty and in a manner that shows 

independent thinking and reflection. Correct use of 

sources and References. 

C 

Good 

Good performance in most areas. 

The candidate demonstrates good 

judgement and independent thinking 

with respect to the most important 

considerations. 

The candidate demonstrates good mastery of the 

course curriculum. When discussing subject-

related issues, the candidate applies concepts, 

theories and empirical knowledge with certainty 

and in a manner that shows independent thinking. 

Correct use of sources and references in general. 

D 

Satis-

factory 

Satisfactory performance, but with 

significant shortcomings. The 

candidate demonstrates limited 

judgement and independent 

thinking. 

The candidate demonstrates incomplete 

knowledge of the course curriculum. Concepts, 

theories and empirical knowledge are applied 

inconsistently, and there are some deficiencies in 

the use of sources and References. 

E 

Sufficient 

Performance that meets the 

minimum criteria, but no more. The 

candidate demonstrates very limited 

judgement and independent 

thinking. 

The candidate clearly demonstrates incomplete 

knowledge of the course curriculum, and shows 

substantial weaknesses in the application of 

concepts, theories and empirical knowledge, as 

well as a poor understanding when discussing 

subject-related issues. 

F 

Fail 

Performance that does not meet the 

minimum academic criteria. The 

candidate demonstrates a lack of 

both judgement and independent 

thinking. 

The candidate shows no mastery of even 

elementary parts of the course curriculum, and 

demonstrates wide gaps in knowledge or an 

erroneous representation and application of key 

concepts and theories. 



3 
 

 

GENERAL GUIDELINES 

Essays 

In the essays, the students are primarily supposed to address the learning outcomes 

categorized as ‘skills’ above. The evaluation shall emphasize the ability to discuss the 

question in the assignment, rather than the factual aspects of the answer. Nevertheless, in all 

the essays there are elements of factual knowledge that is necessary for a good grade (C or 

better). Primarily, a god grade on the essay, require ability to conduct a discussion of 

concepts, theories or arguments, and that this discussion relates to the theoretical and 

empirical literature in the reading list. A very good grade (B or better), will generally require 

some identifiable efforts by the student to demonstrate his or her own independent 

contribution to the arguments in the text. Simply to refer to the lectures or reading list is 

normally not enough for a very good grade.  

 

Questions 

In the questions, the students are primarily supposed to address the learning outcomes 

categorized as ‘knowledge’ above. The answers should be short and precise, but of course 

give a full account of the answer to the question at hand. Long expositions are in themselves 

not supposed to generate a better grade. Contrary to the essay, aspects of a scientific 

discussion is not relevant for the grading of the questions. A list of relevant points could be 

sufficient. If the content of the list is somewhat developed or commented, it would normally 

be sufficient for a very good grade (B or better). The precision and comprehensiveness of the 

factual content is essential for the grading.  
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SPECIFIC GUIDELINES 

Note that the essay counts 60%, the questions 40%. The students are supposed to choose one of the 

three essay assignments and answer three of the five questions. 

 

Essay A: Classical political economy 

Present two or more of the classical perspective/theories of political economy. Discuss the relevance 

of these perspectives in the present debates/challenges in the political governance of international 

economic relations. 

Readings:  

 O’Brien, Robert and Marc Williams (2016). Global Political Economy – Evolution & 

Dynamics. 5th ed. London: Macmillan Palgrave. Chapter 1, p. 6-20, Chapter 6, p. 103-108. 

 Hülsemeyer, Axel (2010). International Political Economy – a Reader. Oxford (UK): Oxford 

University Press. pp. 12-55.  

 Breslin, Shaun (2009) “State-Led Development in Historical Perspective: From Friedrich List 

to a Chinese Mode of Governance?" Warwick University.  

The classical theories of political economy can be summarized as follows: 

Mercantilism  

 Economic theory and practice common in Europe from the 16th to the 18th century. 

 It was the economic counterpart of political absolutism.  

 Key scholars: Thomas Mun in England, Jean-Baptiste Colbert in France, and Antonio Serra in 

Italy, but the term was coined by Adam Smith in his Wealth of Nations (1776). 

 Prescribed governmental regulation of a nation’s economy for the purpose of augmenting 

state power at the expense of rival national powers.  

 Economic wealth and political power was regarded as tightly connected. Trade relations was 

regarded as a zero-sum game.  

 Foreign trade should be based on surplus and create gold reserves, by protection of domestic 

production by tarrifs, restrictions on imports, tax relief, low saleries. Human wants were to be 

minimized, especially for imported luxury goods, for they drained off precious 

foreign exchange.  

 Colonial possessions should serve as markets for exports and as suppliers of raw materials to 

the mother country. Trade companies were given monopoly of colonial trade.  

Liberalism 

 A strong reaction against mercantilism emerged in the middle of the 18th century. Related to 

political liberalism, with a focus on individual rights and democracy. The welfare of 

individuals took precedence over the wealth of the state. 

 The argument for free trade was: 

o that it would advance efficiency and economic growth, both between individuals and 

states.  

o Thus, international trade was seen as a positive-sum game where everybody could 

gain simultaneously.  

 The role of the state reduced to: 

o Protect society against violence and invasion: «defence is more important than 

opulence» 

o Protect the individual against injustice, abandon privileges 

o Control capital so that its owners do not conspire, eg, with fixing prices against the 

common good (cf. distinction ‘natural’ vs ‘market’ price) 

o  
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Nationalism 

 Strategy to confront the market power of the hegemon country (read: the UK). 

 With the Industrial Revolution, industrialization became vital for wealth and economic 

growth.  

 The rate of industrialization varied across countries. Thus, the competitiveness of countries 

became uneven. 

 Trade policy must adjust to this: New industry cannot compete with established, more 

developed. Therefore, protection against imports became necessary. 

 United States was the first to apply (Hamilton 1790s, Clay later). 

Marxism 

 Radical labor value theory 

o Took as starting point Smith and Ricardo: the value of a good is what labor puts into 

its production, but stripped it of their qualifications. Key elements: 

o Capital extracts surplus subordinating and exploiting labor. 

o Laborers’ deference to the capitalist production mode and capital’s rent extraction is a 

result of their alienation. 

o (from Hegel) The antagonistic relationship between increasingly productive labor and 

the capitalist form of production changes society, hence his political manifest, The 

Communist Manifesto 

 On the question of free trade 

o Marx advocated free trade, because: 

o Protectionism strengthens the nation-state, free trade breaks it down. This is a prelude 

to the creation of a world-state by the Capitalists.  

o Free Trade breaks down traditional culture, as a prelude to the creation of a world 

culture.  

o Free Trade exacerbates class warfare, and through this the Capitalists will lose control 

of the world-state. 

 

It is fair to expect that the students will refer to some of these points in their presentation of two or 

more perspectives/theories. The discussion of the relevance of these perspectives in the present 

debates/challenges in the political governance of international economic relations can obviously take 

many directions. The essence in the evaluation must be the internal coherence and plausibility of the 

arguments of high or low relevance. The textbook by O’Brien and Williams provide a number of 

topics to which the student can relate the classical perspectives, like stability of the international 

financial system, global division of labor, gender, economic development, global environmental 

change and security. Topical issues like the US-Chinese trade war has been mentioned in the lectures. 

The students are free to choose what topic or challenge they would use for the evaluation of the 

relevance of the classical perspectives. This assignment is essentially identical to the discussion by 

Breslin in his contribution to the reading list on the relevance of Friedrich List’s economic 

nationalism for the understanding of present Chinese foreign economic policy.  

 

Essay B: Financialization 

Briefly define the concept of financialization. How are supply and demand balanced, if at all, in the 

age of financialization, compared to the Bretton Woods period? 

Readings: 

 O’Brien, Robert and Marc Williams (2016). Global Political Economy – Evolution & 

Dynamics. 5th ed. London: Macmillan Palgrave. Chapter 2, p. 86-91 and chapter 8.  

 Van der Zwan, N. (2014). Making sense of financialization. Socio-Economic Review, 12 (1): 

99-129.  
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In the lectures, financialization has been defined as a process whereby financial markets, financial 

institutions, and financial elites gain greater influence over economic policy and economic outcomes. 

The comparison between the Bretton Woods era and the era of finanzialization can be summarized as 

follows: 

• Bretton Woods (45-80) 

• Keynesian paradigm 

• Capital Controls 

• Supressed domestic finance 

• Fordist production  

• Strong trade Unions 

• Compressed wage structure 

• Stable aggregate demand 

• High real investment 

• Production oriented CG 

• Consumer credit in order to sell goods 

 

• Age of financialization (80-> 

• Neo-liberal paradigm 

• Free movement of capital  

• Liberated domestic finance 

• Global value chains 

• Weaker trade unions 

• (Ever) increasing inequality 

• Reduced capital formation 

• Financialized CG 

• Consumer credit in order to sell loans 

 

 

Students are not supposed to cover all these aspects. They can very earn a very good grade (B or 

better) by emphasizing only one aspects of the difference between the two eras, as long as the 

discussion and identification of mechanisms balancing supply and demand are explicit and 

comprehensive. 

 

C: Trade and capital  

It can be argued that increased flow of capital across borders will reduce the importance of the 

traditional trade theory emphasizing countries’ comparative advantage in determining the foreign 

economic policy of individual states. Provide a critical discussion of this argument.  

Readings: 

 O’Brien, Robert and Marc Williams (2016). Global Political Economy – Evolution & 

Dynamics. 5th ed. London: Macmillan Palgrave. Chapter 6 and 8.  

 Most of the reading list 

The aim is to have the students evaluate a claim based on two different aspects of the global economy, 

the free movement of capital and the Ricardian trade theory emphasizing the comparative advantage 

in trade. The idea behind the proposition is that as capital can move freely the comparative advantage 

is less relevant for the relative economic growth of countries and thus for wealth of the individuals. 

Capital movements also creates additional mechanisms of unequal distribution of wealth within a 

country as capital owners can make foreign investments and accumulating financial income unrelated 

to the productivity of the home country. Capital mobility will ceteris paribus reduce the productivity 

of domestic labor and real wages will fall. There is little explicit on such more pure economic 

mechanisms in the reading list, but if students are able to discuss such aspects, it should be welcomed 

in the evaluation. Note that this is only one example of the economic mechanisms relevant for the 

relationship between the comparative advantage and capital mobility. The students might choose other 

aspects. The factual correctness of the mechanisms is less important than the students’ ability to 

conduct an analytical discussion of the relationship between capital mobility and comparative 

advantage. 

Most students are more likely to address more overarching implications of capital mobility for the 

relative gains from free trade. These aspects are more intuitive and ‘political’. Without either the Gold 

Standard creating fixed exchange rates, or the Embedded Liberalism of the Bretton Woods in addition 
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prohibiting capital movement, the capital mobility of the present global economy lacks correction 

mechanisms. A single country can loose trade, capital and labor at the same time and over time. Even 

if the discussion then not explicitly relates to the theory of comparative advantage, a very good grade 

should be considered if the analytical discussion in itself suggests so. 

It should be noted that this essay suggest the students are able to connect various parts of the reading 

list and lectures. This task is thus a bit harder than the two previous ones. This must be reflected in the 

evaluation. In addition, this task challenge the students to think critical about a specific claim. Thus, it 

also presuppose a maturity in the analytical capacity of the students.  

 

Questions 

a) Give a brief account of the meaning of the concept ‘embedded liberalism’ and its historic 

context. 

The concept has been presented in various settings. In the summary lecture the following 

presentation was made:  

 A liberal international economic structure with free trade in goods and services 

consistent with domestic full employment constituted by capital controls and fixed 

exchange rates. 

 A compromise between domestic economic objectives and openness to international 

trade. 

o International commitments in trade and finance embodied in IMF and GATT. 

o Liberal policies of free trade are ‘embedded’ within domestic welfare and 

social insurance policies.  

o National unemployment insurance and job retraining programs could 

compensate workers for increased risk of free trade. 

 Embedded liberalism increased support for free trade among the domestic groups 

most likely to be harmed by it. 

The historical context is the Bretton Woods conference in 1944, setting up the governance system 

of the post second world war international economic cooperation. The following five lessons from 

are presented in O’Brien and Williams, box. 5.1. p. 87: 

 International financial chaos played a key role in facilitating the rise of fascism in 

Germany, leading to a breakdown in the international system. 

 An economic system divided into competing regions could prove dangerous. Some efforts 

need to be made to liberalize trade between [all] states. 

 The power of the masses and workers would need to be accommodated in some form or 

another.  

 These economic arrangements would require more robust security arrangements than had 

existed under the League of Nations. 

 The above four points could only be implemented if the US played a more active 

international role than it had in the 1920s and 1930s. 

 

b) The relationship between capital mobility, autonomous monetary policy and fixed exchange 

rates is regarded as a trilemma, also called the ‘unholy trinity’. Explain why. 

It is not possible to achieve all three goals at the same time. The history of monetary regimes 

shows all of the various combinations of two out of three goals.  

Illustration of the mechanisms producing this fact: Assume that world interest rate is at 5%. If 

the home central bank tries to set domestic interest rate at a rate lower than 5%, for example 

at 2%, there will be a depreciation pressure on the home currency, because investors would 

want to sell their low yielding domestic currency and buy higher yielding foreign currency. If 

the central bank also wants to have free capital flows, the only way the central bank could 
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prevent depreciation of the home currency is to sell its foreign currency reserves. Since 

foreign currency reserves of a central bank are limited, once the reserves are depleted, the 

domestic currency will depreciate. 

 

c) Briefly define the concept of transaction costs. Discuss the role of transaction costs for 

vertical market integration. 

A simple definition would be: “The costs incurred in making an economic exchange.” 

Another shorthand for defining transaction costs is to call them the “costs of using markets” 

(Coase 1937).  

Types of transaction costs (examples): 

 Costs of searching, processing and storage of information related to the exchange 

 Costs of negotiating the exchange 

 Costs of certification and protection of property rights 

Vertical integration is a way reduce transaction costs.  

• a firm will grow until the marginal revenue of integrating yet another activity is 

equivalent to the marginal costs that have to be incurred in order to integrate that 

activity.  

• Or: the expansion of a firm will stop as soon as the transaction cost savings from 

integration are less than the additional organization costs to be incurred. 

d) What are the role of the International Monetary Fund (IMF) and the World Trade 

Organization (WTO) in the governance of international economic relations? 

 

International Monetary Fund (IMF) functions 

 Fixed exchange rates, floating from 1971 

 Short term capital to aid members balance of payments 

 Policy advice & financing to members 

 Macro economic stability and poverty alleviation 

 Loans, some with zero interest rates (credit facility) 

 Surveillance of the Global Economy 

WTO functions, create a free trade  

• without discrimination — a country should not discriminate between its trading 

partners (giving them equally “most-favoured-nation” or MFN status); and it 

should not discriminate between its own and foreign products, services or 

nationals (giving them “national treatment”); 

• freer — barriers coming down through negotiation; [reciprocity: “one country 

offers to reduce a barrier to trade and a second country [offers] to reduce one of 

its own trade barriers”] (Crowley p. 44) 

• predictable — foreign companies, investors and governments should be confident 

that trade barriers (including tariffs and non-tariff barriers) should not be raised 

arbitrarily; tariff rates and market-opening commitments are “bound” in the 

WTO; 

• more competitive — discouraging “unfair” practices such as export subsidies and 

dumping products at below cost to gain market share; 

• more beneficial for less developed countries — giving them more time to adjust, 

greater flexibility, and special privileges. 
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e) Give a brief account of the concept of ‘energy security’. Discuss key challenges a country 

face in order to achieve a high level of energy security. 

On the concept: 

 Security of supply: “adequate, reliable supplies of energy at reasonable prices in 

ways that do not jeopardize major national values and objectives” (Yergin 1988). 

 Security of demand: “adequate, reliable demand for developed energy resources at 

reasonable prices that do not jeopardize national welfare, values and objectives”. 

 “Today the concept of energy needs to be expanded to include the protection of 

the entire energy supply chain and infrastructure – an awesome task” (Yergin 

2006). 

On the challenges: 

A number of challenges can be suggested by the students: 

 Most immediately is the amount of domestic energy resources like existence of 

coal, oil or gas resources in the ground or good conditions for solar or wind 

power.  

 Economic wealth, providing the ability of the country to develop secure energy 

infrastructure, even if the primary energy source is imported. 

 Exposure to political conflicts, both intra-state and international conflicts will 

reduce energy security. 

 


