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ABSTRACT: 

This paper examines the intersection of interstate competition, internal political dynamics, and 
economic enforcement mechanisms to understand how states navigate the dual pressures of external 
rivalry and domestic governance. As global economic competition intensifies, nations increasingly utilize 
regulatory tools—such as trade policies, sanctions, and investment screenings—not only to further their 
strategic interests abroad but also to strengthen political control and address domestic concerns. This 
study explores how national governments balance international economic threats with internal demands, 
including partisan politics, institutional limitations, and economic priorities. Through case studies of both 
advanced and emerging economies, the paper underscores the growing importance of economic statecraft 
in shaping the global order, the politicization of economic regulation, and the complex feedback loops 
between domestic political structures and international strategic actions. Ultimately, the paper argues 
that understanding economic regulation as both a foreign policy instrument and a tool of internal political 
management is crucial for assessing contemporary geopolitical and economic trends. 
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INTRODUCTION: 

In a world that is increasingly interconnected yet marked by deepening geopolitical 
fragmentation, economic regulation has become both a strategic instrument in international affairs and 
a response to domestic political imperatives. The traditional divide between foreign and domestic 
policy is dissolving, as states deploy economic tools—not solely to foster growth or ensure market 
stability, but to exert geopolitical leverage and navigate internal political pressures. The proliferation of 
trade wars, sanctions, investment restrictions, and technology controls highlights how economic policy 
is now closely tied to national security and strategic rivalry. 
 At the core of this evolving landscape is a dual challenge: how states manage external economic 
competition while contending with domestic political and institutional constraints. Interstate 
rivalries—particularly between global powers such as the United States and China—prompt 
governments to adopt regulatory frameworks that safeguard critical industries, limit foreign influence, 
and shape international markets to their advantage. At the same time, domestic governance—shaped 
by political coalitions, bureaucratic dynamics, and public sentiment—plays a central role in directing 
and limiting how these strategies are formulated and executed. 
 This paper explores the intricate relationship between national rivalry and domestic 
governance in shaping economic regulation. It contends that economic policy must be understood 
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within a broader political economy context, where international strategic objectives and internal 
political dynamics jointly inform regulatory decisions. Through comparative case studies and 
theoretical analysis, the paper demonstrates how economic regulation functions as a form of modern 
statecraft—projecting strategic intent outward while being fundamentally rooted in the political 
realities at home. 
 
AIMS AND OBJECTIVES: 
Aim: 
 To investigate how national rivalries and domestic political dynamics intersect to shape the 
formulation, execution, and consequences of economic regulation in modern states. 
 
Objectives: 
1. To analyze the influence of interstate competition on national economic regulatory strategies, 

focusing on the use of instruments such as sanctions, trade barriers, and investment restrictions as 
means of asserting geopolitical power. 

2. To examine the reciprocal relationship between external economic pressures and domestic political 
responses, including how governments leverage international threats to legitimize regulatory shifts 
and reinforce political agendas at home. 

3. To present comparative case studies that highlight the interaction between global strategic rivalries 
and internal governance mechanisms, drawing insights from both advanced and emerging 
economies. 

4. To evaluate the broader implications of this dual dynamic for global economic governance, political 
sovereignty, and the stability of the international economic system in the 21st century. 
 

LITERATURE REVIEW: 
 The intersection of national rivalry and domestic governance in economic regulation has 
garnered increasing scholarly attention, particularly amid globalization and escalating geopolitical 
tensions. To understand how external rivalries shape internal regulatory landscapes, it is essential to 
draw on insights from international relations, political economy, regulatory studies, and governance 
theory. This literature review synthesizes key contributions across these fields, emphasizing how 
strategic competition among states influences domestic regulatory practices and how internal 
governance structures mediate these effects. 
 
1. National Rivalry and Economic Regulation 
 The influence of national rivalry on economic regulation is most notably examined through the 
framework of economic statecraft (Baldwin, 1985), which explores how states deploy economic tools—
such as sanctions, trade restrictions, and investment controls—to pursue foreign policy goals. In today’s 
strategic environment, these instruments are increasingly used to advance geopolitical interests. Farrell 
and Newman (2019) introduce the concept of weaponized interdependence, highlighting how deeply 
interconnected global economic systems can be exploited by powerful states to impose coercive 
measures, thereby reshaping domestic regulatory regimes in targeted countries. 
Case studies, such as the ongoing U.S.-China trade conflict, illustrate how national security concerns—
ranging from intellectual property violations to control over emerging technologies—have prompted 
sweeping regulatory interventions, including tariffs, sanctions, and export restrictions (Zeng & Liang, 
2013). Similarly, EU-Russia tensions over energy security have driven the European Union to diversify 
energy sources and introduce stricter regulations, challenging Russia’s dominance in European energy 
markets. 
 
2. Domestic Governance and Regulatory Response 
 Domestic governance structures play a crucial role in shaping how states respond to external 
economic threats. Institutional theory helps explain the variance in regulatory responses between 
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democratic and authoritarian regimes. In democratic systems, regulatory decision-making is generally 
more transparent, inclusive, and subject to institutional checks and balances. For example, the 
European Union’s responses to external pressures—such as its implementation of the General Data 
Protection Regulation (GDPR) or its sanctions regime against Russia—reflect a complex interplay of 
legal norms, political negotiation, and supranational coordination (Vogel, 1996). 
 Conversely, authoritarian regimes often exhibit greater agility in adapting regulatory 
frameworks to meet strategic objectives. As Fougner (2006) notes, centralized decision-making allows 
such states to use regulation as a tool of geopolitical assertion. China’s regulation of its 
telecommunications and tech sectors in the face of U.S. sanctions is a prime example of how 
authoritarian governance structures can rapidly respond to external economic pressures while 
reinforcing state control over strategic industries. 
 Moreover, regulatory policy often represents a balancing act between market-driven 
imperatives and political control. Countries like the U.S. and India have increasingly used trade barriers 
and investment restrictions to counter China’s economic influence while addressing domestic demands 
for economic security and industrial protection (Rodrik, 2011). 
 
3. Comparative Governance in Response to Rivalries 
 Comparative studies underscore how different governance models influence regulatory 
strategies in response to international rivalry. In democratic contexts, regulatory decisions are 
frequently constrained by legislative processes, public accountability, and judicial oversight. For 
instance, the U.S. approach to regulating Chinese firms has been shaped by congressional debates, 
public discourse, and court rulings (Weiss, 2019). In contrast, authoritarian regimes such as China are 
able to enact regulatory changes more swiftly and strategically, aligning them closely with national 
priorities and geopolitical aims (Slobodian, 2018). 
 International institutions such as the WTO and OECD also play a significant role in shaping 
national responses. These bodies provide frameworks for dispute resolution and market regulation, but 
their influence can be diminished when powerful states invoke national security to justify unilateral 
actions—such as the U.S. withdrawal from trade agreements or the EU’s independent sanctions on 
Russia. These developments raise questions about the limits of multilateral governance in the face of 
rising nationalism and strategic competition. 
 
4. National Identity and Strategic Narratives 
 Another critical dimension involves the role of national identity and political narratives in 
shaping economic regulation. Constructivist scholars, such as Nye (2004), argue that economic policy is 
not solely driven by material interests, but also by a state’s self-conception and its perceived role in the 
international system. Regulatory decisions are often framed as acts of defending sovereignty, national 
values, or technological independence. 
 For example, the U.S. actions against Chinese companies like Huawei and TikTok are often 
couched in terms of protecting democratic values and national security. Similarly, Russia’s regulatory 
stance toward Western technology and media firms reflects a broader strategy to reinforce national 
autonomy and counter Western influence. These narratives serve to legitimize regulatory actions 
domestically while reinforcing strategic postures internationally. 
 The literature reveals a complex and evolving relationship between national rivalries and 
domestic governance in the formulation of economic regulation. While national rivalries often catalyze 
regulatory responses aimed at safeguarding strategic interests, the nature and execution of these 
responses are shaped by domestic political structures and institutional capacities. Democratic systems 
tend to follow more deliberative and pluralistic processes, while authoritarian regimes are capable of 
more centralized and rapid regulatory shifts. Understanding these dynamics requires a 
multidisciplinary lens, integrating theories from political economy, international relations, and 
institutional analysis to capture the ways in which global strategic competition and domestic 
governance co-produce the regulatory frameworks that define today’s economic order. 
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RESEARCH METHODOLOGY: 
 The research methodology for this study, titled "The Dynamics of National Rivalry and Domestic 
Governance in Economic Regulation," employs a qualitative, comparative case study approach, with the 
integration of quantitative data where relevant. The primary objective is to examine how geopolitical 
rivalries—particularly among major powers such as the United States and China, or the European 
Union and Russia—influence national economic regulatory frameworks, and how domestic governance 
structures mediate and respond to these external pressures. The study is grounded in key theoretical 
perspectives from political economy, neorealism, institutional theory, and regulatory governance, 
aiming to analyze the complex interaction between international strategic competition and domestic 
institutional dynamics in shaping regulation across sectors such as trade, finance, technology, and 
foreign investment. 
 Data will be collected from both primary and secondary sources. Primary data will include 
official policy documents, legislative proceedings, and, where feasible, semi-structured interviews with 
policymakers, regulatory officials, and industry stakeholders. Secondary data will be drawn from 
academic literature, think tank publications, media reports, and global economic databases provided by 
institutions such as the IMF, WTO, and OECD. The study will center on comparative case studies—for 
example, U.S. regulatory actions targeting Chinese technology firms, the EU's sanctions on Russian 
energy exports, and India’s restrictions on Chinese digital platforms—chosen to represent a diverse set 
of political systems and governance models. 
 Analytical methods will include thematic coding and process tracing to uncover causal links 
between geopolitical rivalry and regulatory decision-making. Where applicable, basic quantitative 
analysis will be used to examine correlations between regulatory shifts and indicators such as 
geopolitical risk indices or trade flow data. To enhance validity, the research will apply data 
triangulation and employ rigorous criteria for case selection, ensuring relevance and variation in 
governance structures. Ethical considerations, including informed consent for interviews and 
confidentiality protocols, will be strictly upheld. While limitations may arise—particularly in accessing 
data from authoritarian regimes and in establishing causality—the study seeks to offer valuable 
insights into how national governments navigate the dual pressures of international competition and 
domestic political imperatives in shaping economic regulation. 
 
CONCLUSION: 
 The interplay between national rivalry and domestic governance is central to understanding the 
formulation and implementation of economic regulation in today’s geopolitically charged global 
environment. As tensions between major powers—such as the United States, China, the European 
Union, and Russia—continue to escalate, economic policymaking is increasingly driven not just by 
market considerations, but by strategic and security imperatives. These rivalries act as external 
catalysts, prompting robust regulatory responses in key sectors like technology, energy, and finance. 
However, the nature and intensity of these responses are significantly shaped by domestic governance 
factors, including political institutions, legal systems, and regulatory capacities. 
 This complex relationship underscores the dual function of economic regulation: as a tool of 
domestic governance and as an instrument of geopolitical strategy. By exploring how different states 
navigate external pressures through internal regulatory frameworks, this study sheds light on the 
evolving intersection of international relations and domestic political economy. Ultimately, the findings 
emphasize the growing convergence of economic and geopolitical agendas, highlighting the need to 
view economic regulation as a strategic response shaped by both global competition and internal 
political dynamics in the 21st century. 
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