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Immanuel Wallerstein’s critique of the current social reality redefines both the size and duration of the typical unit of analysis while also challenging the boundaries that typically hedge recognized fields of study.  This reassessment constitutes the premise of the world-systems analysis approach.
“World-systems analysis meant first of all the substitution of a unit of analysis called ‘world-system’ for the standard unit of analysis, which was the national state.  On the whole, historians had been analyzing national histories, economists national economies, political scientists national political structures, and sociologists national societies.  World-systems analysts raised a skeptical eyebrow, questioning whether any of these objects of study really existed, and in any case whether they were the most useful loci of analysis.  Instead of national states as the object of study, they substituted ‘historical systems’ which, it was argued, had existed up to now in only three variants: minisystems; and ‘world-systems’ of two kinds – world-economies and world empires.”

While the field of world-systems analysis took shape in the 1970s, it stands in contrast to a mold set long before.  Wallerstein describes the formation of the modern university, with its departments, chairs and specializations, as creating silos or even ghettos of knowledge that obstruct a complete understanding of social reality.  By contrast, world-systems analysis advocates an integrated view combining economics, sociology, political science, history etc.  
Wallerstein asserts that the typical unit of measurement – the nation state – constitutes a region too small to offer a complete understanding of social reality and that the typical unit of historical time studied can also prove inadequate.  World-systems analysts look beyond event-dominated, episodic history in order to focus on cyclical processes within structures; they study longer periods of time (Braudel’s “longue durée”); they see nation states as players in a larger, more complex system rather than self-contained entities operating in isolation.
Wallerstein begins his assessment of the world-system in which we presently live by asserting that it emerged in the sixteenth century and that division of labor defines it rather than a homogenous world culture.  Capitalism, says Wallerstein, comprises more than just individuals exchanging goods for profit.  In a capitalist system individuals and organizations (such as firms and nations) can pursue the endless accumulation of capital.  A world-economy and this definition of capitalism go together well because in order to pursue endless accumulation of capital, one needs a very large market.  “Capitalists need a large market (hence mini-systems are too narrow for them) but they also need a multiplicity of states, so that they can gain the advantages of working with states but also circumvent states hostile to their interests in favor of states friendly to their interests.  Only the existence of a multiplicity of states within the overall division of labor assures this possibility.”
  Firms may pay lip service to preferring free markets, but they actually thrive in the semi-protected markets provided by a constellation of competing states. An imperfectly regulated interstate system allows firms a better chance at establishing and exploiting monopolies (even short lived ones such as through patents) that result in accelerated capital accumulation.
Firms that produce leading products seek to protect the high margins they can accumulate through their production by, for example, enforcing patents,  becoming more efficient producers of that product and lobbying states to use their power to help them maintain their monopolistic advantage (through tariffs, favorable employment laws etc.)  Wallerstein demonstrates how the interests of firms and states align.  States and their bureaucrats wish to have the highest-margin production located within their borders as this will increase the amount of tax they can collect and simultaneously lower the likelihood of civil unrest as the comparative quality of life increases for the population.  Meanwhile, quasi-monopolies depend on the patronage of strong states, and therefore seek to locate themselves within their jurisdiction.  States with many high-profit industries can be called “core” states and those with a dearth of such industries can be called “peripheral” states.   These industries change over time.  Wallerstein offers the example of textile production – once a core-process found in powerful states, now a peripheral process found in the least powerful states.  Other examples come to mind such as micro-chip production, computer assembly etc.  
The normal evolution of quasi monopolies includes a slow erosion of their capital-accumulation potential and eventual displacement to non-core states. Semi-peripheral states seek to attract processes and industries that have not yet fully commoditized.  This process of the build-up and subsequent corrosion of high-margin processes can be plotted as an up-and-down curve called a Kondratieff cycle (after the economist who described it.)  In the A-phase of a Kondratieff cycle the world economy experiences expansion, in the B-phase of the cycle we see stagnation or contraction.

Naturally, states seek to extend the A-phase and minimize the B-phase of these cycles, each of which typically last about fifty or sixty years.  States use mechanisms such as taxation, state banks and labor laws to control the fluctuations.  One way states attempt to extend the A-phase is to raise the relative compensation of wage workers and increase the total number of participants in wage-earning.  Meanwhile, firms maximize their benefit from the wage-increase that goes along with the increased proletarianization of the population.  Proletarianization creates additional demand for firms’ products and also creates a new locus for the externalization of costs.  
Again, world-systems analysis takes a broader-than-typical view of income by looking beyond the individual (linking income to the extended household) and including five kinds of income (wage-income, subsistence activity, petty commodity-production, rent, and transfer payments such as inheritance.)  Wallerstein describes that these various forms of income have historically attached to specific identities or classes – for example, white males earned wage-income whereas children and minorities earned income from petty commodity-production and women earned income through subsistence production (domestic tasks).  
In Wallerstein’s view, the household provides not only a locus for broadening the definition of individual income, but also a place where classes embed and reinforce themselves.  Households constitute more than just an economic pool, but a powerful homogenizing force.  “Households serve as the primary socializing agencies of the world-system.  They seek to teach us…knowledge of and respect for the social rules by which we are supposed to abide…The powers that be in a social system always hope that socialization results in the acceptance of the very real hierarchies that are the product of the system.”
  Wallerstein asserts that our current world-system is “beset by two opposite – but symbiotic – ideological themes: universalism on the one hand and racism and sexism on the other.”
  Professing a belief in universalism and meritocracy provides a useful tool for firms to attract the most productive employees while the appearance of a meritocracy assuages the guilt and minimizes the social pressure on those who have benefited from the reality of anti-universalism.

According to Wallerstein, the present interstate system began with the Peace of Westphalia in 1648 and witnessed its most historic turning point during the French revolution when the locus of sovereignty shifted from the state (typically manifested in the person and bureaucracy of a monarch) to the people.  His discussion of sovereignty hinges on the concept of reciprocal recognition, that is, if other nation states do not recognize the assertions of a particular state then that state’s sovereignty diminishes.  This makes “sovereignty a legal claim with major political  consequences.”
  As noted earlier, firms typically recognize and desire the sovereignty of states even as they claim a preference for laissez-faire governance (the minimization of governmental interference in their business dealings.)  
Sovereign states assert their authority in at least seven ways including setting rules about what can cross their borders; property rights; employment and compensation; which costs firms can externalize; which monopolies the state will tolerate; taxation; and which firms will benefit from pressure put on foreign states (diplomacy.)  The very nature of sovereignty – and who ultimately made and benefited from decisions about the assertion of sovereignty – shifted dramatically following the French Revolution.  “Today, the concept is so elementary that we find it hard to understand how radical was the shift from ‘subjects’ to ‘citizens.’  To be a citizen meant to have the right to participate, on an equal level with all other citizens, in the basic decisions of the state.”
  This shift of course begs the question, what does a sovereign populace mean?  Who will it include and who will it exclude?
Wallerstein describes three emergent factions following the French Revolution – conservatives, liberals and radicals – with a graduated tolerance for change.  “…It was the centrist liberals who succeeded in dominating the scene in the world-system, at least for a very long time.”
  This centrist liberal ideology has defined the inexorable struggle between strong (core) and weak (peripheral) states within the world-system.  The relationship between states often manifests in strong states pressuring weaker states to open their borders to their flows of production meanwhile resisting reciprocity.  Colonization (often legitimated through racist claims) provides the most extreme example of this phenomenon.  
Wallerstein poses two questions – why have attempts (such as Napoleon’s and Hitler’s) to achieve world-empire failed while hegemonies (such as England’s and America’s) met with relatively sustained success?  Second, why can’t hegemonic nations sustain their position indefinitely?

And finally, two questions of my own – Wallerstein describes the current world-system enduring some 400 years and surviving several credible attempts at world-empire and three hegemonies (so far) – what could displace this system?  Or will semi-peripheral contenders (e.g. India, China) for the top hegemonic slot maintain the system once they’ve taken the reigns?

What does the Fed’s response to the sub-prime mortgage crisis indicate abouit the ability of states – even a hegemonic state – to control economic fluctuations in the current world system?
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