
A similar dynamic characterizes the Irish conflict as it
has evolved since the nineteenth century, combining
Catholicism and the reconstruction of the Gaelic past. In
a relatively concise chapter, Ben-Porat analyzes how an
exclusively Catholic form of nationalism emerged in Ire-
land, marginalizing those Irish Protestants who in the early
part of the century made efforts to participate in the devel-
opment of a more inclusive form of national identity
(pp. 86–101). Like the Palestinian and Zionist move-
ments, Irish (Catholic) ethnicity had become in the early
twentieth century a primary means of resisting economic
deprivation, consolidating national identity, and driving
forward a bitter conflict with its own bloody dynamic.

While Ben-Porat does not offer a persuasive account of
these dynamics, he presents an interesting alternative
account, and clearly demonstrates how the interaction of
imperialism, ethnic conflict, and the dynamics of ethnic
partition have been a crucial source of political contesta-
tion and violence. His analysis ignores some key factors—
demography, religion, regionalism—that may better explain
both the Oslo and Good Friday agreements. However, the
book delivers a fascinating explication of interactions
between localities and globalization, centering on trans-
national business elites who have sought, with limited suc-
cess, to engineer a liberal world order free of virulent
conflict. While its account of neoliberal globalization has
shortcomings, Global Liberalism, Local Populism is an orig-
inal, provocative, insightful, and well-written effort to bet-
ter theorize and understand protracted hostilities between
and among communities in a more transnational world. It
is a must-read for students and scholars of conflict resolu-
tion in Europe, the Middle East, and beyond.
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— Stephan Haggard, The Graduate School of International Relations and
Pacific Studies, University of California, San Diego

Imagine contemporary political economy as the electro-
magnetic spectrum. At one end are very long-run pro-
cesses, such as the emergence of the political institutions
that generate divergence between rich and poor countries
in the world economy. At the other end are short-run
phenomena, such as the movements in financial markets
that we ponder while reading the stock pages with our
morning coffee. For the last 10 years, William Bernhard
and David Leblang have been exploring this latter end of
the spectrum with clarity and rigor, and between them
have pretty much defined the standards for the field.

Democratic Processes and Financial Markets gathers
together, but also integrates and extends, a series of essays
that the two have published in major journals on the
politics of financial markets. The underlying theory is

simple: Investors incorporate expectations about political
developments into their portfolio decisions. When mar-
ket actors face uncertainty, they hedge against risk by
moving into instruments that are less vulnerable to adverse
political outcomes.

Actually testing this proposition is complicated, how-
ever, because well-functioning markets quickly incorpo-
rate and discount predictable political outcomes: The
election of Margaret Thatcher in 1979 should have differ-
ent effects than the election of George W. Bush in 2000 or
Angela Merkel in 2005. Moreover—and here is where the
empirical strategy becomes particularly complex—we can
only test any of these political propositions against an
appropriately specified baseline of what the markets would
have done in any case.

In taking on this challenge, Bernhard and Leblang
produce some of the most truly interdisciplinary political
economy done by political scientists to date. The book
considers the effects of politics on exchange rates, stock
and bond prices, and interest rates. Depending on the
outcome they seek to explain, they draw on tools from
contemporary financial economics—predictions gener-
ated by futures market prices, capital asset pricing mod-
els, covered interest arbitrage models—to establish an
appropriate baseline from which to measure the pertur-
bations caused by politics.

But what do we mean by “politics”? The authors begin
the book with an exercise in demolition. They run through
a series of explanations that have been tested in the liter-
ature, including the presence of elections per se, incum-
bent partisanship, partisan change, the decisiveness of
elections, and institutional factors such as the nature of
exchange rate commitments. They find that this standard
list has surprisingly weak explanatory power with respect
to exchange rate movements. The reasons go back to the
informational approach underlying the book: These fac-
tors do not necessarily provide new information to mar-
kets, and as a result we should not expect them to have
effect. We need to capture, rather, those periods charac-
terized by genuine political uncertainty.

To undertake this task requires both a theoretical intu-
ition and a method for testing it. The theoretical bet placed
by a book subtitled Pricing Politics owes a large debt to
Laver and Shepsle’s work on cabinet formation in parlia-
mentary systems. The method relies on breaking up the
political timeline of the advanced industrial democracies
into periods that can be explored in more detail using
high-frequency financial data, down to the day in some
cases: the period prior to an election, the period during
which the new government is being negotiated, the period
immediately following the sitting of the new cabinet.

Following Laver and Shepsle, it is in the period when
the cabinet and the allocation of portfolios is being nego-
tiated that the potential for genuine uncertainty arises.
Dominant or strong parties dampen uncertainty; in such
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settings, the effects of elections and changes in govern-
ment should be muted. But the absence of such parties
makes the outcome of the government-formation process
much less predictable. It is in those moments when we
would expect investors to respond by hedging risk, by
fleeing stocks for bonds, for example (Chapter 3). Simi-
larly, they find that increased risk of cabinet dissolution
creates uncertainty, affecting interest rates (Chapter 4).

The authors seem almost apologetic about their more
focused work on Austria, New Zealand, the United States,
and Britain (Chapters 5–7). But in some ways, these
chapters—pursuing a broadly similar logic—provide an
even more appropriate laboratory for the careful and sophis-
ticated time-series econometric work that characterizes the
book throughout. For example, in their chapter on Brit-
ain, they consider the possibility that exchange rate move-
ments might affect the political popularity or even the
survival of government, thus generating recursive political
economy processes that they explore using sophisticated
econometric models from financial economics.

This book is going to generate a lot of theses, and should
be adopted in doctoral seminars on political economy; it
deserves its own week as an introduction to the modeling
of financial markets in the short run. I hope for the authors’
sake it crosses over into the financial community, as ana-
lysts think through how political information might be
modeled more explicitly in making portfolio decisions.
The exposition is wonderfully clear: Bernhard and Leb-
lang walk through the theory, the empirical modeling,
and the results with great clarity and humility, saying what
they can say from the data and not overreaching their
conclusions. This is really a kind of gold standard for
work on the relationship between politics and markets, a
book not just summarizing a strand of work but creating
it de novo.

So what is not to like (beyond the jealousy of wishing
you had done such neat and systematic work)? One con-
cern is with the theory. The focus throughout is on one
particular source of political uncertainty, almost relent-
lessly so. As a student of the developing world, where
institutions are more fluid, I wished the authors would get
away from cabinets for a moment and consider a richer
menu of challenges. Politicians dominate the political land-
scape here; sources of uncertainty, from adverse trends in
product markets, from developments in the private sector
(think Enron), or from social forces such as labor or eth-
nic conflict, receive less attention, if any at all. These should
rightly be seen as extensions of the approach, and by no
means in conflict with it, but they would provide a more
rounded and complex picture.

A more serious complaint has to do with the meaning
of it all. Short-run economic processes are certainly worth
modeling; they are the very stuff of markets. But that
investors do not like uncertainty, and respond by hedg-
ing risk, is hardly counterintuitive. When Bernhard and

Leblang step off their core message—government forma-
tion and dissolution and uncertainty—the conclusions
they draw are less compelling. They note, for example,
that their results are consistent with a model of politics
in which politicians are forced to respond to market forces
through either economic or political reform. In fact, this
can in no way be drawn from their work, as they admit;
it requires an altogether different level of analysis com-
plementary to, but ultimately distinct from, the focus on
the very short run. They close with a nice discussion of
what we do not know, including a plea for still more
microlevel detail. For example, we know surprisingly lit-
tle at the behavioral level on how individuals actually
process political information in making financial deci-
sions. But this approach—however interesting—will not
solve the aggregation problem: how you get from short-
run market behavior to policy choices. Bernhard and
Leblang know well—and other parts of their work show—
that those problems require an exploration of other fre-
quencies along the electromagnetic spectrum.
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188p. $65.00 cloth.
DOI: 10.1017/S1537592707072659

— Emilie Hafner-Burton, Princeton University

Norms protecting human beings from rights violations
are growing, and international human rights pressures,
like laws and sanctions, more and more escort them. But
states are also subject to competing domestic pressures
that make human rights violations attractive to some, and
these countervailing forces make the business of compli-
ance a tricky one. What happens when states face global
norms to protect human rights but domestic opposition
to implementing them? Sonia Cardenas, in her new book,
provides an answer worth hearing.

Compliance is not an “all-or-nothing” affair (p. 1). It
is a multifaceted process—a collage of choices and actions
that takes different shapes in different environments, dis-
tinguished by acts of norm commitment or avoidance
and, quite separately, acts of norm fulfillment or viola-
tion. Where norms collide, Cardenas explains, inter-
national and domestic human rights pressures can have
both direct and indirect effects on the practices of states.
They can lead directly to more commitments or indi-
rectly to fewer violations, but only if certain conditions
are met: “The greater any apparent threats to national
security, the stronger the pro-violations constituencies,
and the more deeply entrenched the rules of exception,
the less likely that any actor can transform readily a state’s
interest in breaking international norms” (p. 31). Which
norms survive the battle is not determined by who is
most committed. And deciding who won the battle is
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