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Abstract 
The liberal system had experienced a transition from Pax Britannica (1789-1873) to a 
non-hegemony period with rival imperialism (1873-1945), then to Pax Americana in 
post-1945 era (Rupert, 1990, p.433-434). The liberal capitalism was influenced by the 
anarchic economic order in the non-hegemony period. To secure liberal capitalism order, 
the U.S. sketched Embedded Liberalism and internationalised Fordism and 
Keynesianism through its hegemonic influence. 
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1. Introduction 

When making further analysis of Fordism and Embedded Liberalism it is necessary to briefly 
define some core concepts. The core concept of Fordism was popularized by Henry Ford in the 
U.S. in 1920s, and became “part of social scientific and popular consciousness in North America 
and Europe (Jessop, 2005, p.54).” In narrow terms, Fordism refers to a then novel mode of 
production that features semi-skilled labour on assembly lines. While in broad term, Fordism 
implicates the impact of mass production and mass consumption which constitutes 
Americanism (Jessop, 2005, p.54). To understand Fordism thoroughly, semi-skilled labour is 
easy to obtain and train, since workers in assembly lines only responsible for a certain 
production station. This implies that potential labour force is plentiful. Consequently, with the 
integration of sufficient labour force and advanced assembly lines, productivity would be 
boosted. 
John Gerard Ruggie (1982, p.382) proposed the term ‘embedded liberalism’ to describe the 
post-World War II international economic.In brief, Embedded Liberalism emphasises the 
complementarity of liberal international economic order and domestic interventionism 
(Keynesianism) through multilateralism (Ravenhill, 2017, p.420).  
There are four main sections in the following part of this essay. In sections one to three, Fordism 
and Embedded Liberalism are investigated as economic, political, and geopolitical strategies 
respectively. In the conclusion section, there is a summary of the overall argument. 

2. Fordism and Embedded Liberalism as Economic Strategies: 
Reconstructing Liberal Capitalism 

2.1. Fordism and Keynesianism: Rescuing Dysfunctional Capitalist Market in 
State Level 

Since the beginning of 20th century, capital gradually became dependent on labour because of 
workers’ recognition of their value to capital. As Holloway (1996, p.8) put it, “capital might 
control their (workers’) lives, but capital too dependent on their work for survival.” Workers 
began to have the propensity of taking control of the process of work, which could be an 
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obstacle to capital accumulation. The 1929 economic crisis then spread around the world and 
caused the 1930 international financial crisis. Most of the capitalist states were largely affected, 
excluding the reformed industrialising Soviet Union. Therefore, the working class regarded 
communism as an optimal alternative to capitalism. Hence, rebalancing the relationship 
between capital and labour was urgent – Fordism and Keynesianism offered a solution. 
The Fordist approach of production was based on intensive mechanisation and semiskilled 
labour force, which fostered the increasing output per unit of labour (Rupert, 1995, p.110-111). 
Due to the increasing productivity, Ford introduced his ‘five dollars a day’ contract, which 
doubled the former wage and more (Holloway, 1996, p.14). Therefore, mass production could 
be compensated by mass consumption, and this process formed a virtue circle and a demand-
side economy. Along with the full employment, rising wages, stable price and increasing 
productivity, the liberal capitalist economy gradually recovered from the Great Depression. 
The prevailing Keynesianism had a similar logic of mass production and mass consumption to 
overcome financial crisis and unemployment. Suffering from the financial crisis brought upon 
by the Great Depression, people were questioning the efficacy of liberal capitalism, and refused 
to accept the fact that their living standards was decreasing, so they demanded the government 
to take the responsibility to revive the economy. Failing to do so, several emerging alternatives 
– communism and fascism were likely to replace capitalist liberal economy (O’Brien & Williams, 
2007, p. 112-114). To deal with the unfavourable situation caused by the financial crisis, 
president Roosevelt implemented the New Deal through Keynesianism. Keynes was 
disapproval of the notion of a fully self-regulated market, and advocated government 
interventionism. In addition, states should take control of certain industries to secure the 
interest of the national welfare. The New Deal fully embodied Keynesian guidance. In 1930s, a 
series of welfare programs, public works projects and financial reforms were initiated by the 
U.S. government. Keynesianism contributed to the recovery of U.S. capitalist economy by the 
government intervention and established welfare state. 

2.2. Embedded Liberalism: Consolidating Dominance of Capitalism in 
International Level 

Ever since the 1929 financial crisis, liberal capitalism was crumbling. Charles Kindleberger 
(1986, p.288-289) claimed that the British inability and the U.S. reluctance to assume the 
responsibility for stabilising the international economic order account for the wide, deep, and 
long world depression of 1929. The dominance of capitalism in the western world was 
challenged by external threat – communism and fascism (Peet, 2009, p.39). For fear that 
communism and fascism might challenge the dominance of capitalism, the U.S. abandoned its 
earlier policy of isolation, took the hegemonic role, reshaped the international economic order 
through embedded liberalism, and generated the formation of Bretton Woods System. The 
establishment of Bretton Woods system could be considered as a solution to lessen the effects 
of financial catastrophe and secure the hegemony of the capitalist system.  
In terms of the global economic stability, three international institutions were established 
following the Bretton Woods Conference, adopting the core concept and ideology of Embedded 
Liberalism – IMF (International Monetary Fund), IBRD (International Bank for Reconstruction 
and Development, later known as World Bank), and ITO (International Trade Organisation, only 
came into being as GATT, later became WTO in 1995) (Peet, 2009, p.180). IMF was designed for 
providing short-term loans to deficit states, and World Bank was created to provide long-term 
loans, initially for the reconstruction of post-war Europe and later for the elimination of poverty 
in the third world (Neal & Cameron, 2016, p.363). The post-1945 trading system GATT had the 
mission of negotiation and lowering trade barriers and committed to the principle of 
multilateralism. Among GATT member states, trade rules prohibited unilateralism, bilateralism, 
and discrimination (Gilpin, 2001, p.217-218). 
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Therefore, by implementing Embedded Liberalism through Bretton Woods System revived 
international economy; domestic economic objective could be guaranteed in a context of 
international trade and investment. Consequently, capitalism was consolidated in international 
level. 

3. Fordism and Embedded Liberalism as Political Strategies: Manufacture 
U.S. Hegemony at Domestic Level 

3.1. Establishing Welfare State: Fordism, Keynesianism and New Deal 
Fordism and Keynesianism advocated by the U.S. since 20th century were means to encourage 
consent among ordinary people, especially working class. Fordism boosted productivity and 
consumption, which implied that capitalism could not only work for the rich but also for the 
poor. A Fordist method was an approach to reorganise the relation between capital and labour. 
It seemed like a win-win situation, but in essence, it was a mode of domination of capitalism for 
constraining the power of labour (Holloway, 1996, p.8). 
Keynesianism has a same ideology as Fordism to fabricate consent, initially implemented at 
domestic level trough Roosevelt’s New Deal. According to Polanyi (2001, p.136-147), a double-
movement was governing the dynamics of society. The term ‘double-movement’ implies the 
continuously expanding market, on the one hand, and a countermovement against the self-
regulating market for the protection of society, on the other hand. The countermovement 
during the Great Depression was the implementation of Keynesianism and Roosevelt’s New 
Deal, and “Keynes saved capitalism and Roosevelt armed it (Lacher, 1999, p.344)”. Therefore, 
Embedded Liberalism could also be interpreted as a reorganisation of the balance between 
economics and politics in the post-war period, which institutionalised in domestic-
intervention-based multilateralism (Lacher, 1999, p.343). Hence, the political sphere of 
embedded liberalism lies in the embeddedness of economic market – market as a social force, 
which requires domestic interventionism implemented through Fordism and Keynesianism. 
In sum, Fordism along with Keynesianism provided legitimacy to liberalism and capitalism by 
creating a virtuous circle, increasing productivity, wages, employment, and consumption. 
Therefore, Liberal capitalism once again became solidified and gained support from most 
ordinary citizens. 

3.2. Embedding Legitimate Social Order to Liberal Economic Order 
Liberal capitalism at the U.S. domestic level was falling apart after the 1929 stock market crash, 
which created an opportunity for the penetration of fascism and communism. For the sake of 
the bourgeoisie, appeasing the working class was urgent that needed government intervention. 
Polanyi was described by Hannes Lacher (1999, p.345) as a theorist of ‘organised capitalism’. 
Polanyi (2001, p.147) claimed that “laissez-faire [economy] is planned”.  
Why does a fully self-regulated market not exist? According to Polanyi (2001, p.74), “a self-
regulating market demanded nothing less than the institutional separation of society into an 
economic and political sphere”, yet the rise of capitalism requires political efforts to dis-embed 
the economy from its social context, and the economic order roots in social context. Apart from 
this, labour and land were just fictitious commodities, which could never be fully commoditised. 
Therefore, a dis-embedded market was a utopia. Based on Polanyi’s notion, to embed legitimate 
social order to liberal economic order was a necessity. A formation of the U.S. hegemony at 
home could generate the embeddedness, and plan for the market. 



Volume 3 Issue 8, 2022 

DOI: 10.6981/FEM.202208_3(8).0051 

381 

Frontiers in Economics and Management 

ISSN: 2692-7608 

4. Fordism and Embedded Liberalism as Geopolitical Strategies: 
Fabricating U.S. Hegemony at International Level 

4.1. U.S. Hegemony Abroad: Consolidate European Ally and Containing Soviet 
Union 

Robert Gilpin (2001, p.243) contended, “a well-functioning monetary system requires strong 
leadership by a nation or group of nation with an interest in maintaining the system”. The leader 
should provide financial assistance and be the lender of last resort (Kindleberger, 1986, p.289). 
The U.S. took the responsibility of the leading role by designing the Bretton Woods System to 
adjust the international economic order. The 1944 Bretton Woods settlement created the IMF 
(International Monetary Fund) and World Bank that consolidated inter-governmental relations 
between the U.S. and its allies (Ikenberry, 1999, p.25-26). The global expansion of the U.S. 
hegemonic role and the U.S.-lead corporation bolstered the new world economy and excluded 
the Soviet Union outside the design of the novel US-lead economic order (Cox, 1987, p.216). 
The post-war international monetary system IMF was designed in 1944, providing short-term 
loans to deficit states to avoid the return of protectionism. Member states believed that yielding 
the dominant position to the U.S. would contribute to the stability of the system (Gilpin, 2001, 
p.236-243). The emergence of the World Bank was for the rehabilitation of post-war Europe 
and alleviation of poverty in the third world (Peet, 2009, p.127). For the reconstruction of post-
war Europe, the U.S. hatched Marshall Plan, namely European Recovery Program. From 1948 
to 1951, the Marshall plan transferred 13 billion USD to aid Western Europe (DeLong & 
Eichengreen, 1991, p.2). Through Marshall Plan, the U.S. played the leading role and financed 
the recovery of Western Europe. The Western Europe’s economies had fully recovered by 1958, 
which provided a social basis for establishing neoliberal states (Cox, 1987, p.216). 
Consequently, due to the strengthened bonds between the U.S. and these European countries, 
beneficiaries of the Marshall plan were gradually transformed into partners (Kunz, 1997, 
p.162).  
The international institutions founded following Bretton Wood Conference with the dominance 
of the U.S. hegemony were a crucial geopolitical strategy of containment. In the early post-war 
period, the reconstructed international trading system and international monetary system had 
successfully facilitated the unity and interdependency within Europe and asserted capitalist 
states’ interests on the rim countries around socialist countries like the USSR. 

5. Implementing Embedded Liberalism: Promoting International 
Cooperation 

5.1. Through Bretton Woods System 
Mark Rupert (1990, p.427) asserted that the global power of the U.S. was formed by 
reconstruction of state/society relations with American feature. Fordist accumulation regime 
and Keynesian welfare institutions underpinned Embedded Liberalism (Buch-Hansen & 
Wigger, 2010, p.20), both of which made efforts in the formation of legitimate social purpose 
(consent) of mass production, welfare state and government interventionism. During the post-
war period, the U.S. disseminated Fordism and Keynesianism to its European allies, knowing 
that it would serve its purposes as well as in the United States. 
The Bretton Woods system, advocating for multilateral economic cooperation, was a precaution 
against the formation of potential hostile geopolitical Western alliance by enlarging the 
interdependency and creating consent among states. International trade could facilitate 
balance of power, since “commerce not only brought about peace, but also rendered war 
obsolete (Peet, 2009, p.41)”. In this way, the strengthened economic cooperation and 
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interdependency among nations would increase the cost of war and contribute to the stability 
of world order while maintaining liberalism. 
Bretton Woods System led by the U.S. was an international regime that composed by 
community of interest and forms of legitimacy (Peet, 2009, p.37). According to John Ruggie 
(1982, p.379), the evolution of post-war international economic order was affected and 
reflected by international regimes, which consists of principles, norms, rules, and procedures. 
The community of interest and forms of legitimacy are formed through embedded liberalism. 
The key to embed the liberal capitalism into legitimate social purpose was what John Ruggie 
(1982. P.392-393) called ‘compromise of embedded liberalism’, which was driven by domestic 
interventionism and multilateralism. The U.S. utilised its hegemonic power to redesign 
international economic structure and stabilise the political order by internationalising Fordism 
and Keynesianism that created consent at international level. 

6. Conclusion 

In general, Fordism was an advanced approach of mass production, and Embedded Liberalism 
referred to the compromise in the Bretton Woods Institution – a synthesis of liberalisation and 
domestic government interventionism. Each of these serves its economic, political, and 
geopolitical purposes. 
Firstly, Fordism and Embedded Liberalism were economic strategies, rescuing the 
dysfunctional capitalist market by adjusting the relation between capital and labour, which 
bolstered capitalist economy and consolidated the liberal capitalism. Moreover, Fordism and 
Embedded Liberalism were political strategies since they facilitated the formation of U.S. 
hegemony at domestic level, and embedded legitimate social purpose to domestic economic 
order by government intervention. Lastly, their geopolitical influences could be seen in the 
internationalisation of Fordism and Keynesianism, which could be regarded as the spread of 
U.S. hegemony at international level. The hegemony of U.S. dollar was established, following the 
formation of Bretton Woods System. 
Hence, Fordism and Embedded Liberalism were economic, political, and geopolitical strategies 
all at once. 
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