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Introduction

Hegemonic Stability Theory explains international economic order by asking whether relatively open
and predictable systems are easier to sustain when one state possesses exceptional economic,
military, financial, and institutional capabilities. The theory does not require a literal world
government, nor does it imply that weaker states automatically fail when they resist a dominant
power. Its central claim is more limited: collective goods such as open markets, crisis liquidity, secure
trade routes, monetary coordination, and enforceable rules can be underprovided when every state
prefers others to bear the cost. A hegemon may overcome that problem by organizing cooperation,
absorbing disproportionate costs, or using market access and political influence to support common
rules. HST therefore belongs within international political economy rather than simple military
dominance. The strongest version of the theory also recognizes that leadership depends on
legitimacy, institutions, domestic political support, and the willingness of other states to participate.
Historical cases involving Britain, the United States, and the contemporary multipolar trading system
show both the explanatory power and the limits of treating concentrated state power as the
foundation of international stability.

Origins, Public Goods, and the Logic of Leadership

The modern theory developed through the work of Charles Kindleberger, Stephen Krasner, Robert
Gilpin, Robert Keohane, and David Lake, among others. Kindleberger’s interpretation of the Great
Depression argued that Britain had lost much of its capacity to stabilize the world economy while the
United States had not yet assumed the full responsibilities of leadership. He identified functions such
as maintaining markets for distressed goods, supplying long-term capital, supporting exchange-rate
stability, coordinating policy, and acting as lender of last resort. The argument explains why an
international economy may become vulnerable when stabilizing functions are nobody’s clear
responsibility. Public-goods language is useful because open trade, financial confidence, and secure
shipping can benefit states that contribute less than the leading power. Yet the analogy is imperfect.
Hegemonic rules can also benefit the leader’s firms, currency, strategic partners, and political
influence. Leadership is therefore never purely altruistic. The analytical question is whether
concentrated power helps states coordinate around rules that would otherwise be difficult to provide
and maintain.
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Realist and Liberal Interpretations of Hegemony

Realist and liberal approaches interpret the same leadership relationship differently. Realists
emphasize national interest, relative power, strategic vulnerability, and the possibility that economic
interdependence can become a source of coercion. A hegemon may support open markets because
its firms are competitive, its currency gains international demand, and its alliance network becomes
more valuable. It can also use sanctions, technology controls, aid, security guarantees, or market
access to shape other states’ behavior. Liberal institutionalists accept that power matters but argue
that institutions can transform how power is exercised. Repeated bargaining, shared information,
dispute procedures, monitoring, and agreed rules reduce uncertainty and allow cooperation to survive
beyond one government or one moment of dominance. The difference is not simply coercion versus
consent. Most international orders combine incentives, dependence, rules, legitimacy, and unequal
bargaining power. A stable hegemonic order therefore requires more than overwhelming capability; it
requires other states to believe that participation offers durable benefits and that rules are sufficiently
predictable to justify investment, trade, and long-term commitments.

Britain, the Interwar Crisis, and the United States
after 1945

Historical evidence gives HST some of its strongest support while also exposing its limitations.
Nineteenth-century Britain combined industrial strength, naval power, London-based finance, sterling,
and a growing commitment to free trade, yet its order also depended on empire, coercion, private
financial networks, and cooperation with other powers. The interwar period is a more direct test.
Britain emerged from World War | weakened, while the United States had become economically
powerful but remained politically reluctant to bear all the costs of system management. War debts,
reparations, protectionism, banking crises, and unstable monetary arrangements contributed to the
collapse of international cooperation during the Great Depression. After 1945, the United States
possessed unusual industrial, financial, and military strength and helped construct the Bretton Woods
institutions, the General Agreement on Tariffs and Trade, reconstruction programs, and security
alliances. That system supported substantial growth, but it was institutionalized rather than simply
commanded. Its functioning depended on Europe, Japan, multilateral organizations, and domestic
political coalitions inside the United States as well as American power itself.

Institutions, the WTO, and the Possibility of
Cooperation after Hegemony

One of the most important critiques of strong HST is that institutions can outlast shifts in relative
power. Keohane argued that once states create rules, expectations, information systems, and
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mechanisms for repeated bargaining, cooperation may continue even when the original hegemon
declines. The World Trade Organization illustrates this possibility. Its 2026 World Trade Report
describes a more multipolar and diverse global economy in which economic power is more widely
distributed, yet the WTO still provides a framework for reciprocal commitments, transparency, dispute
management, and rules-based exchange. At the same time, the report acknowledges serious strain
from geopolitical tensions, subsidies, national-security measures, digital trade, and disagreements
over reform. This combination fits a qualified HST interpretation: institutions reduce dependence on
one state, but they still require support from major powers. A rule-based system can constrain
unilateral action, protect smaller economies from some forms of coercion, and preserve cooperation,
yet it cannot operate effectively when powerful members no longer accept core procedures or refuse
to bear the costs of maintaining them.

Contemporary Multipolarity and the Limits of a
Single-Hegemon Model

The contemporary international economy is not accurately described as either fully hegemonic or
completely leaderless. The United States retains extraordinary financial, military, technological, and
alliance capabilities, including the central role of the dollar in global finance. China is a major
manufacturing and trading power with growing influence in infrastructure finance, technology, and
institutional initiatives. The European Union shapes global commercial behavior through the size of its
market and regulatory standards, while India, Japan, regional organizations, multinational firms, and
international institutions exercise influence in different policy areas. Leadership is therefore issue-
specific. Financial crisis management remains strongly connected to dollar liquidity; manufacturing
supply chains are deeply connected to China; digital and environmental regulation may be shaped by
several large markets; and climate, health, and trade problems require coalitions wider than any one
power can command. HST remains useful when it asks who supplies coordination and bears
disproportionate costs, but the assumption that one state must dominate every dimension of order is
increasingly difficult to sustain in a diversified global system.

Distribution, Legitimacy, and Domestic Political
Support

A further limitation of HST is that “stability” can conceal unequal distribution. Open trade can raise
total income while imposing adjustment costs on particular workers, regions, or industries. Financial
rescue can stabilize markets while placing burdens on debtors or taxpayers. Security guarantees may
protect allies while entrenching dependence. These distributional questions matter because
hegemonic leadership ultimately depends on domestic political support. Citizens may resist
international commitments when they believe the costs fall locally while benefits flow to corporations,
financial institutions, or foreign partners. Likewise, other states may challenge rules they consider
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structurally biased toward the hegemon. Durable leadership therefore depends on more than material
superiority. It requires enough legitimacy to persuade participants that the system’s rules are
predictable, benefits are sufficiently shared, and disputes can be managed without constant unilateral
coercion. A hegemon that repeatedly disregards its own rules can undermine the institutions that
magnify its power. Conversely, institutions that adapt to changing distributions of power can preserve
cooperation even when no single state possesses uncontested dominance.

Conclusion

Hegemonic Stability Theory remains valuable because it highlights a genuine problem in international
political economy: global order requires someone to organize rules, absorb costs, supply crisis
capacity, and prevent collective-action failures. British leadership in the nineteenth century, the
interwar breakdown, and U.S. institution-building after 1945 all demonstrate that concentrated
capabilities can matter greatly. Yet the historical record also shows that power alone is neither
necessary nor sufficient for stability. Institutions, allies, domestic coalitions, legitimacy, and shared
interests determine whether leadership becomes durable cooperation or contested domination. The
2026 trading system illustrates this qualified conclusion particularly well. Economic power is more
widely distributed, the WTO faces serious strain, and strategic competition has intensified, but rules-
based cooperation continues to provide value that no single state can reproduce alone. The strongest
version of HST therefore does not predict that one hegemon must permanently govern the world
economy. It provides a framework for examining who supplies international public goods, how
leadership costs are distributed, why states accept or resist rules, and whether institutions can
preserve cooperation when the distribution of power changes.

References

Gilpin, R. (1987). The political economy of international relations. Princeton University Press.
Keohane, R. O. (1984). After hegemony. Princeton University Press.

Kindleberger, C. P. (1986). International public goods without international government. American
Economic Review, 76(1), 1-13.

Krasner, S. D. (1976). State power and the structure of international trade. World Politics, 28(3),
317-347.

Lake, D. A. (1993). Leadership, hegemony, and the international economy. International Studies
Quarterly, 37(4), 459-489.

World Trade Organization. (2026). World Trade Report 2026.

Copyright © 2026 Academic Master. | 4



