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Introduction
David A. Lake’s discussion of leadership and hegemony in the international economy examines a
long-standing question in international political economy: does an open and stable world economy
require one dominant state willing and able to create rules, provide public goods, and bear
disproportionate costs? Hegemonic stability theory emerged partly from comparison between Britain
in the nineteenth century, the United States after the Second World War, and the instability of the
interwar period. Its central intuition is persuasive. Markets do not operate globally without political
foundations. Trade routes must remain open, currencies and payments must be trusted, crises require
coordination, and states need rules for resolving conflict. A powerful state may help supply these
conditions when decentralized cooperation would otherwise fail. (Lake, n.d.)

The original article review correctly identifies links among military power, political authority, and
economic leadership, but it treats “leadership” and “hegemony” as nearly interchangeable. They
should be distinguished. Leadership can involve persuasion, agenda setting, institution building, and
the provision of benefits that make cooperation attractive. Hegemony implies an unequal distribution
of power in which one state can shape rules and impose costs. A hegemon may lead, coerce, or do
both. Lake’s contribution is useful because it asks not merely whether one powerful state existed, but
through which mechanisms its power influenced openness and stability and whether the evidence
actually supports broad theoretical claims.

Hegemonic Stability Theory and International
Public Goods
Classical versions of hegemonic stability theory argue that an open international economy resembles
a public-good problem. Every country may benefit from secure sea lanes, liquidity during crises, a
relatively stable monetary system, and rules against discriminatory trade barriers, yet each has an
incentive to let others pay. A hegemon can overcome this problem because its large economy gains
enough from the system to supply benefits even when other states contribute less. It may open its
market to imports, provide capital, maintain a reserve currency, lend during emergencies, and
support international institutions. (“International Monetary Fund”, n.d.)

The theory becomes weaker when it assumes that a dominant state supplies neutral goods for
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everyone. Rules distribute gains and losses. A reserve-currency country receives financing
advantages; an open market can strengthen its own firms; security arrangements can support
strategic influence; and financial rescue may protect creditors as well as borrowers. Public goods are
therefore embedded in power. The relevant question is whether the hegemon’s self-interest overlaps
enough with wider welfare to sustain cooperation and whether other states have meaningful influence
over the rules.

Britain, the United States, and Historical Evidence
Britain’s nineteenth-century position combined industrial capacity, naval power, finance, trade
networks, empire, and the pound sterling. London became a central financial market, and British
policy supported relatively open trade after repeal of the Corn Laws. Yet this order was not simply
voluntary leadership. Colonial control, unequal treaties, and military power shaped access to markets
and resources. British hegemony generated infrastructure and commercial integration while also
organizing imperial extraction. Treating openness as a universal public good without examining
empire would produce an incomplete history.

The United States after 1945 built a different order through institutions such as the International
Monetary Fund, World Bank, General Agreement on Tariffs and Trade, and later the World Trade
Organization. The dollar became the principal reserve and transaction currency, and the United States
supplied a large consumer market, security alliances, and financial liquidity. This arrangement was
more institutionalized and included formal negotiation, but American influence remained unequal. The
Bretton Woods system, its collapse in the early 1970s, recurring financial crises, and disputes over
trade show that leadership did not eliminate conflict. (“World Trade Organization”, n.d.)

The interwar period is often used as the negative case: Britain lacked the capacity to lead, the United
States was unwilling to assume all the responsibilities, and competitive devaluation, protectionism,
debt disputes, and depression deepened fragmentation. The case supports the importance of
coordination, but it does not prove that one hegemon was the only possible solution. Domestic
political choices, war debts, monetary orthodoxy, financial instability, and institutional weakness also
mattered.

Institutions, Consent, and Shared Leadership
International institutions can extend leadership beyond the momentary preferences of one
government. They provide information, regular meetings, dispute procedures, technical expertise,
and expectations of reciprocity. The WTO’s most-favoured-nation principle, for example, remains the
basis for a large share of world merchandise trade even amid recent tariff conflict. Institutions can
reduce uncertainty and allow smaller states to invoke rules against larger ones, although enforcement
and bargaining power remain unequal.
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Institutions also help convert domination into legitimate authority when states believe rules are
predictable and they possess some voice. Consent is never complete: governments may accept an
arrangement because alternatives are worse or because powerful states can impose penalties.
Nevertheless, leadership is more durable when followers perceive benefits and procedures as
sufficiently fair. A hegemon that repeatedly exempts itself from rules or uses economic dependence
as coercion may preserve short-term leverage while undermining the system’s legitimacy.

Shared leadership can emerge through coalitions, regional organizations, central-bank networks, and
issue-specific groups. Climate finance, digital standards, development lending, and public health do
not necessarily have the same leader. This suggests that the international economy may be governed
through overlapping hierarchies rather than one complete hegemonic order.

The Contemporary International Economy
The current economy is neither unipolar in every domain nor post-American. The United States
remains central in finance, technology, military power, and the dollar system. IMF data for the first
quarter of 2026 placed the dollar at a little over 57 percent of allocated global foreign-exchange
reserves, far above any single alternative. At the same time, China is a leading trader, manufacturer,
lender, and infrastructure investor; the European Union has regulatory power; and middle powers
influence energy, minerals, logistics, and regional institutions. Economic leadership is therefore
dispersed even though some forms of hierarchy remain strong.

Trade fragmentation, strategic subsidies, export controls, sanctions, and competition over
semiconductors have increased. Yet the WTO reported that most world trade still occurred under
most-favoured-nation terms in early 2026, and digitally delivered services and high-technology goods
continued to expand. This combination shows the limits of “collapse” narratives. States are reducing
dependence in sensitive sectors while continuing extensive exchange elsewhere.

China does not simply replace the United States in hegemonic theory. Its domestic market, production
networks, development finance, and trade create leadership capacity, but capital controls,
governance concerns, debt disputes, and strategic mistrust affect acceptance. The United States also
faces constraints from domestic polarization, fiscal pressures, selective protectionism, and
accusations that it applies rules inconsistently. A stable order may depend less on identifying a new
single hegemon than on negotiating restraint among several powerful states.

Evaluating Lake’s Argument
Lake is correct that theories of hegemony require careful empirical testing. Researchers must define
power, leadership, openness, and stability rather than infer them from one country’s size. A state may
possess resources without choosing to lead, and economic openness may continue for a period after
relative decline because institutions and private networks persist. Causation can also run in both
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directions: a state becomes powerful because it benefits from an open economy, then uses that
power to shape the system.

Measurement should include trade barriers, capital flows, crisis management, exchange-rate stability,
institutional compliance, distributional outcomes, and the treatment of weaker states. A system can
be open but highly unequal, stable for investors but damaging to workers, or cooperative in trade
while coercive in finance. Leadership should therefore be evaluated by quality as well as quantity.
Does it prevent free riding without creating predation? Does it provide crisis support without
permanent dependency? Does it allow rule revision as power changes?

Domestic politics also limits hegemony. A government may have enough material capacity to provide
international goods but lack public support for open markets, overseas commitments, or crisis
lending. Workers and regions that bear adjustment costs may reject an order celebrated by
internationally competitive firms. Sustainable leadership therefore requires internal compensation,
credible social policy, and democratic explanation. Without these, the hegemon’s foreign
commitments can be reversed after elections, making partners doubt that rules will endure.

Private actors further complicate the theory. Banks, multinational firms, shipping companies, rating
agencies, technology platforms, and commodity traders build cross-border networks that
governments regulate but do not fully control. During crises, their decisions can transmit instability
faster than states respond. A hegemon may supply liquidity or security, yet private concentration can
create new dependencies. Contemporary leadership must therefore govern markets whose largest
actors sometimes possess resources greater than those of smaller states.

Conclusion
Hegemonic stability theory captures an important reality: international markets require political
support, and powerful states often provide resources that decentralized cooperation cannot easily
supply. Britain and the United States linked national power with periods of expanding international
commerce, while the interwar crisis demonstrated the danger of weak coordination. Lake is right,
however, that these patterns do not validate every version of the theory.

Leadership and hegemony should be separated analytically. Leadership gains cooperation by
supplying benefits and building legitimate institutions; hegemony describes unequal power and may
include coercion. The contemporary economy is best understood as a layered order in which the
United States remains central, China and other powers possess growing influence, and institutions
continue to organize trade despite fragmentation. The future will depend not simply on which state is
strongest, but on whether powerful states can provide stability, accept restraint, and revise rules
without turning economic interdependence into permanent domination.
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