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Abstract Since Munich appeasement—a policy of making unilateral conces-
sions in the hope of avoiding conflict—has been considered a disastrous strategy
Conceding to one adversary is thought to undermine the conceder’s reputation for
resolve provoking additional challenge&reps Wilson, Milgrom, and Roberts for-
malized this logic in their 1982 solutions to the “chain-store parddeshow with a
series of models that if a state faces multiple challenges and has limited resources
the presumption against appeasement breaks dappeasing in one arena may then

be vital to conserve sufficient resources to deter in otHdadentify “appeasement”

and “deterrence” equilibriaand | show that when the stakes of conflict are either
high or low or when the costs of fighting are higbnly appeasement equilibria ex-

ist. I illustrate the result with discussions of successful appeasement by Imperial Brit-
ain and unsuccessful attempts at reputation-building by Spain under Philip IV

Appeasement has few defenddeser since Neville Chamberlain’s famous piece
of paper failed to stop the Nazi advances in the 19&@sking concessions to an
aggressor in the hope of preventing war has seemed to most observers rather fool-
ish. Winston Churchill ridiculed appeasement as the strategy of “one who feeds a
crocodilg hoping it will eat him last * Reasons for distrusting the policy weie
fact, noticed long before MunichClassical political thinkers from Thucydides to
Machiavelli offer many statements of the anti-appeasement.view
Appeasemenimany argugis not just futile it is self-destructiveThe danger is
most acute when many potential challengers eRisteding to one challenger un-
dermines the appeaser’s reputation for resolve and encourages others tp attack
starting a cascade of domino&@he argument received a compelling game theo-
retic formulation in the solutions of Kreps and Wilson and Milgrom and Roberts
to Reinhard Selten’s “chain-store paraddx
This article argues that the common presumption against appeasement is far too
strong The standard treatments leave out one factor that is crucial in international
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politics—resource constrainttf resources are limited and a state faces many po-
tential threatsappeasing one challenger may actually increase a state’s ability to
deter othersWhen conflict is costlydefenders face a trade-offghting may en-
hance their reputation for resolvieut it will deplete their resources to fight—or
deter—future challengesOften the latter effect outweighs the form@rompting
a strategy | call “rational appeaseméiit even highly resolved incumbents ratio-
nally appeaseobservers do not impute low resolve to appeaddgeover when
fighting depletes enforcement resoutcagefusal to appease can undermine the
state’s deterrentThis insight applies to actors as diverse as states facing inter-
national challengegmpires fearing subject rebelligrfederations concerned about
possible regional tax revoltand monopolists eager to deter entry

Below, | demonstrate this point formallyirst | present a benchmark model of
the interaction between one “central” and two “local” actors assuming no resource
constraint and | show how investing in reputation can be ratiofaald appease-
ment irrational a la Kreps and Wilson and Milgrom and Robertshow that a
deterrence equilibriumwill often exist in which “weak” central actors fight to pre-
serve a reputation for “strength then show how the logic changes if the central
actor’s resources are limitetlow fighting the first challenger to demonstrate re-
solve is often self-destructivét weakens the center so much that this actually
prompts the second to attackhe conditions for this depend on whether the stakes
of conflict can be manipulated by the center or are exogerbtisey are exog-
enousfighting is self-destructive when the stakes are either high oy iioendog-
enous this is true if fighting is very costly to the centdy contrast under these
conditions appeasing the first challenger will conserve resources sufficient to de-
ter the second

Social psychologists have distinguished two types of appeasersantiveap-
peasement strategies—that “reduce extant conflict’—and formanti€ipatory
appeasement—that “prevent potential conflict from occurith§orrowing their
terminology | show in a third model that both types of appeasement can be ratio-
nal in international relations and other settingassume here that the central ac-
tor can tailor its demandgor tax revenuesnternational respegcpolicy adherence
or market protectionto characteristics of the local actand | label the deliberate
lowering of demands on more aggressive local actors “anticipatory appeasement
| show that in all equilibria in which local actors pay the transfer demantted
maximum level of this transfer is lower for actors for whom fighting is less costly
Even when the center fights an early challenge to demonstrate regoliésub-
sequently appease by demanding lower transfers of those who are more bellicose

| then apply the model’s insights to two historical cadediscuss how a strat-
egy of selective appeasement apparently slowed the disintegration of the British
Empire whereas an attempt to invest in reputation regardless of the cost acceler-

3. In fact, if all types appeasenone loses face by doing .so
4. Keltner, Young and Buswell 1997362
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ated the decline of Habsbhurg Spaithile appeasement policies certainly do not
always succeed in the sense of reversing a state’s or empire’s dehbkyeoften
seem to work better than a policy of fighting to demonstrate resolve

My argument differs from several otherBirst, various historians and inter-
national relations scholars have defended the weaker thesis that policies of con-
ciliation and compromise are ration&ome have even labeled such compromise
strategies “appeaseménin an influential series of worksKkennedy contended
that British foreign policy between 1865 and 1939 embraced a strategy of ap-
peasement on a global scAl&ppeasement in Kennedy’s definition is “the pol-
icy of settling internationalor, for that matter domestig quarrels by admitting
and satisfying grievances through rational negotiation and comprdrhiséy
definition—the policy of making unilateral concessions to a challenger or poten-
tial challenger in the hope of avoiding or delaying conflict—does not require any
rational negotiation or compromis®n the contrarythe concessions envisioned
are unilateral.” Similarly, Rock defines appeasement as “the policy of reducing
tensions with one’s adversary by removing the causes of conflict and disagree-
ment” a definition that does not require concessions on the part of an appeaser
and that renders the term a close synonym for “conciliation” or even “negotia-
tion.”® In this definition it is easy to see why appeasement might sometimes be
a good thing My claim is much strongerthat unilateral concessions to a chal-
lenger just to avoid war are sometimes a rational and effective survival strategy

Secong many treatments of appeasement focus on the hope of socializing or
reforming the aggressoiine does natGiven multiple threatsone should often
appease even if one views the aggressor as unreforntdigegoal is not to change
the challenger but to deter others from imitating the aggressor

Third, my analysis concerns the strategic dilemma for states facing multiple
potential challengesiwo recent articles show it can be rational to appease when
there is only one potential challengéfirshleifer argues that appeasement can be
effective if aggression is an inferior good for the opponent stai¢he opponent’s
demand for it drops as that state is bought®d®owell presents an argument based
on asymmetric informatiaf A declining state faces a challenger with unclear
aims If the challenger’s aims are unlimitethe first state would prefer to fight—and
fight as soon as possibl€here is a strategic cost to deldyowever if the chal-
lenger’s aims are limitedthe first state would prefer to appease equilibrium
the state trades off the loss of strategic advantage against the chance of acquiring
information about its adversary’s objectives

5. Kennedy 19811982 and 1983

6. Kennedy 1983195

7. 1 agree howeverthat Britain engaged in appeasemertt just by Kennedy'’s definition but also
by mine(see the section entitled “Britain” belgw

8. Rock 2000

9. Hirshleifer 2001

10. Powell 1996
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Both these articles make compelling points about how appeasement can be ra-
tional in isolated interaction®8ut they do not address the arguments about repu-
tation and deterrence that inform most critiques of appeaseémtn there is
only one challengersuch questions cannot arise—there is no one to dAter
isolated domino cannot start a cascadéhe Hirshleifer or Powell models were
adapted to include many potential challengegpeasement would—by the usual
chain-store logic—erode the appeaser’s reputation for resolve and provoke chal-
lenges even if aggression were an inferior good or the first challenger had clearly
limited aims By contrast | show how given resource constraintappeasement
can be rational for states facing multiple potential challengers where questions of
reputation are critical* Because state leaders do usually face multiple threats and
worry about international reputation and deterreticis renders the model broadly
relevant

Rational deterrence theory—and the presumption that states must always fight
to preserve reputation—has come under more fundamental criticism in recent de-
cadesEmpirically, scholars have found only sketchy evidence that states that fail
to fight challenges are judged irresoluBacking out of confrontationsaverting
one’s eyesand offering secret concessions have been common practices of all the
great powersReputations appear far more context-dependent and resilient than
the standard models suggé%tOne response has been to reject the rationalistic
assumptions of deterrence models and explain behavior as the result of cognitive
biases™

While such biases may indeed exite approach in this article is less radidal
show that minor modifications of current rational reputation models can render
them substantially more realistic and convinciigany points that classical de-
terrence theorists are criticized for neglecting can be incorporated quite naturally
In fact, once resource constraints are introdugaedictions about reputation for-
mation become sensitive to key aspects of the context—the central actor’s initial

11 If one views the models | present as rounds in a repeated game and limits consideration to
stationary strategieshen the models can also rationalize appeasement even when a challenger’s long-
run aims are known to be unlimitedo long as the challenger’s demand in any given round is limited
Although appeasing in such circumstances only postpones theifigidy help the state survive lon-
ger (by preserving sufficient resources to deter other challentes fighting immediatelyin which
case the state’'s weakness provokes other challeng@tcourse if a challenger seeks to destroy its
adversary in a single rounthen acquiescing is never ration@ln this poinf my analysis concurs with
that of Powell and all otherdly model also differs from Powell’s in that it does not rely on asymmet-
ric information about the challenger’s typ@ne could derive similar results under asymmetric infor-
mation But | am able to show that appeasement can be rational even in the harder case of complete
information about challengers’ typeshere appeasing confers no informational benefit

12. Huth 1997

13. See Lebow and Stein 198and Mercer 1996

14. Even if one accepts the social psychological critiqubs exercise may be valuable for two
reasonsFirst, to assess the persuasiveness of psychological thedrigsuld be useful to test them
against more realistic models of rational signalisgcond whatever the validity of rational deter-
rence theorigsmany decision makers use their concepts and claims to choose policies and anticipate
their adversaries’ reaction$his alone is reason to examine their lagic
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reputation the stakes involvedhe costs of fightingand how rapidly conflict de-
pletes resourced-ighting and appeasing have very different consequences for a
state’s reputation—and payoffs—when these circumstances are diffapa#as-
ing in one context does not imply one will appease in others

| do not claim to be discovering a completely new id8ance the time of Thucy-
dides many writers have noted the usefulness of what | call appeaseewt
ever such notions have largely been eclipsed by the elegant formulations of theorists
such as Schelling and the general horror at the consequences of MByipine-
senting a simple model that includes resource constraints and rationalizes selec-
tive appeasement hope to suggest the need for reconsideration

Two Traditions

Distrust of appeasement dates at least to the Peloponnesiatnvae Athenian
view, leniency toward hostile or even neutral city-states risked eroding the city’s
reputation for toughnesshus undermining its empiréds the Athenian envoys
told the people of Melas"if we were on friendly terms with youour subjects
would regard that as a sign of weakness inwhkereas your hatred is evidence
of our power 16 Fighting—and eventually massacring the male population—
demonstrated resolv@ hint of such thinking appears also in Pericles’'s speech
warning against accepting the Spartan ultimatdthyou give in, you will im-
mediately be confronted with some greater demasidce they will think that
you only gave way on this point out of fedut if you take a firm stand you will
make it clear to them that they have to treat you properly as egtials

Much later Machiavelli laid out the anti-appeasement argumentTime
Discourses

[11f you yield to a threatyou do so in order to avoid waand more often
than not you do not avoid warFor those before whom you have thus openly
demeaned yourself by yieldingill not stop there but will seek to extort
further concessionsand the less they esteem you the more incensed will
they become against yo®n the other handyou will find your supporters
growing cooler towards yqusince they will look upon you as weak or
pusillanimous'®

15. Sartori(2002 makes a related argumestuggesting that states may appease adversaries to pre-
serve a reputation for honestyler model differs from mine in that she assumes that players’ types
change randomly between interactipafd so investing in a reputation for resolve is ruled out by
assumptionBecause her aim is to show that “cheap talk” in diplomacy can be rendered meaningful by
the honesty-reputation effechis lies beyond the scope of her article

16. Thucydides 1972402

17. Ibid., 119

18. Machiavelli 1984 313
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This logic of interdependent threats and fragile reputation came to dominate
postwar American strategic thinkinGhamberlain’s failure seemed to have proved
it correct Successive presidents invoked similar arguments to justify the use of
force in distant countriegrom Harry S Truman'’s call to arms over Korea to George
W. Bush’s warnings to Europe not to appease terratfstdodern theoretical un-
derpinnings were supplied first by the intuitions of Schelling and other early ana-
lysts of nuclear diplomacsf The modeling innovations of Harsan@penceand
other pioneers of the economics of asymmetric information later opened up oppor-
tunities for formal development

Game theoretic discussions of the problem began in earnest with Selten’s “chain-
store paradoX?? A monopolist operating in a number of markets fears the entry
of competitors and threatens to respond in each case with a pricdsv&elten
showed if the number of markets is finite it is irrational for the monopolist to
fulfill its threats The only subgame perfect equilibrium is for all competitors to
enter and the monopolist to acquiesce

The model assumed complete information and so left no room for reputation
the key element in arguments about deterrence and appeasdientason ac-
tual chain stores fightas Selten intuitively understopt to deter other possible
competitors from enteringh\s Kreps and Wilson and Milgrom and Roberts argued
in their responses to Selten’s puzziehen information is asymmetric failure to
fight can reveal the chain store’s typdf potential entrants do not know the chain
store’s payoffs and there is even a small chance it is “tough’—thadwally
enjoys fighting—then “weak” chain stores may deter subsequent entry by fighting
early in the gameSimilarly, even irresolute states can deter military challenges
by imitating resolute one¥ Acquiescing to a challenge—appeasing—would re-
veal the state to be irresolyigrompting challenges from all other possible entrants

The anti-appeasement argument has had an enormous influence on both theo-
rists and practitioners of international politiddut a second tradition of thought
not always distinct from the firstecognizes a strategic value in appeasement
The Athenians did not treat all opponents as they did the Melienthe case of

19. Bush addressing the German parliament in M2902 compared the threat of global terrorism
to that of Nazism and warned that it “cannot be appeased. oignored” (transcript available at
(www.whitehousegov/news/release$2002/05/20020523-tml)). For many earlier examplesee Gad-
dis 1982 Rock 2000 and Jervis 1991Some have questioned whether policymakers sincerely believe
in the vulnerability of reputation or merely employ such arguments for rhetorical €8eetfor ex-
ample Snyder 1991a and 199LbBut there are enough examples of policymakers expressing such
views in private conversations or diaries to make it likely they do shape thinking to a considerable
extent

20. Schelling 1966 discussed the interdependence of threats and the importance of demonstrating
commitment

21. See Harsanyi 1967—-6&nd Spence 1974

22. Selten 1978

23. See Kreps and Wilson 1982nd Milgrom and Roberts 1982

24. Kreps and Wilson(1982 275) suggest their reputation argument could apply to international
diplomacy
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Mytilene, the assembly favored Diodotus’'s argument that “the right way to deal
with free people is .. not to inflict tremendous punishments on them after they
have revoltedbut to take tremendous care of them before this point is reatbed
prevent them even contemplating the idea of reV8itThis is the strategy that
following Keltner, | call “anticipatory appeasemeit® Even Pericles in the speech
already quoted urged a strategic retreat—the Athenians should abandon their land
to the Spartans to preserve military resourdethey fought the Spartans on land
their colonies would “immediately revolt if we are left with insufficient troops to
send against thert?” Thus to preserve their deterrent against colonial rebellions
the Athenians should temporarily yield their homeland without a fight

Machiavelli also recognized the dangers of an exaggerated concern for reputa-
tion. The forceful argument against appeasement already quoted is undercut by a
caveat in the next paragraphrhis applies’ he adds “where you have but one
enemy If you have morethe wiser course is to hand over some of your posses-
sions to one of them so as to win him to your side even after war has been de-
clared and that you may detach a member of the confederation which is hostile to
you.”

Both Pericles—in Thucydides’s rendering—and Machiavelli recognized that
when resources are limitethe logic of deterrence and appeasement chariges
such conditionsselective appeasement can become necessary for deterfarce
second logicneglected since 1938 the one | seek to model

Modeling Deterrence and Appeasement
Rational Deterrence

| introduce here a benchmark model that reproduces in a simpler context the find-
ing of Kreps and Wilson and Milgrom and Roberts that if information is asym-
metric “weak” actors may invest in a reputation for “strength” to deter future
challenges®

Two “local” actors(L, andL,) decide sequentially whether to challenge a “cen-
tral” actor (C). This central actor might be a hegemonic state facing two rising
powers a federal government taxing two regigré empire with two colonier
a monopolist with two potential competitor®ne key assumptigras in all mod-
els of reputationis that actors are of different “typ8sAt time 0, Nature deter-
mines whethef is “strong” or “weak” (denote the stron@ “Cs” and the weakC
“Cw”). Only C knows its typelt is common knowledge that the probability of a
“strong” C is 7, wherew € (0,1).

25. Thucydides 1972221

26. Keltner, Young and Buswell 1997

27. Thucydides 1972122

28. For a previous application of the chain-store game to international relasersAlt Calvert
and Humes 1988
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At time 1, the first local actarlL,;, chooses an actioft,a} where “c” stands for
“challenge” and “a” for “acquiesceA “challenge” might consist of a rising power
confronting the hegemon territory refusing to remit taxeer a commercial com-
petitor entering a protected mark#tL, acquiescest makes a payment dfto C,
wheret € (0,00) is for now assumed to be exogenously fiXédelax this assump-
tion in the section titled “Endogenous Stakes” belovhis transfer of utility might
represent payment of a ta&cquiescence to the hegemon’s demamadghe in-
crease in rents when a monopoly goes unchalleAgédlthough t is assumed
strictly positive this is just a normalizatiarOne could assume instead tl@apro-
vides some positive benefli, to L, andL,, and that thenettransfer paid by them
to C when they acquiescé — b, is negative)

If L, challengesthen at time 2C chooses an actiofA,F}, where “A” stands
for “appease” and “F” for “fight' If C fights both C andL, suffer a fixed cost of
fighting, k (k > 0)3° As a result of the fightt is divided betweel€ andL,. If Cis
“strong” it expropriatest from Ly; if “weak,” it gets nothing®!

At time 3, L, chooses its actioft,a}. If it chooses “¢” C then chooses at time 4
whether to appease it or fighthe payoffs from confrontation are derived analo-
gously to those at time. A strong C who fights getd — k from this interaction
(added to the payoff from the interaction with); a weakC who fights gets—k
(again added to the payoff from the first interac)iolf a strongC fights L,’s
challenge L, gets—t — k; if a weak C fights L, gets —k. After C chooses an
action the game ends and payoffs are realizZ€dure 1 shows the game tree

The game’s interest derives from the possible difference between the decisions
C makes at time 2 and time. 4n any equilibrium Cs fights at time 4 ift > k,
while Cy, always appeases at timeAl time 2, howevey equilibria exist in which
even weak central actors fight to preserve their reputation and deter challenges at
time 3

To show this| define two termsA deterrence equilibriuniDE) is a pure strat-
egy sequential equilibrium in which eithefl) L, challengesboth Cs and Cyy
fight at time 2 andL, acquiesces atjhor (2) L; acquiesces at time, because it
correctly believes that off the equilibrium path bofly and C,, would fight at
time 2 In case(1), the investment in reputation must be matte case(2), the
correct belief thaC would fight deters the challenger from challenging in the first
place® In the second casdighting challenges occurs off the equilibrium path

29. Although theory does not require the monopolist’'s benefit to equal the forgone profits to an
entrani | assume this here for simplicity

30. In the section “Endogenous Stakes” beJdet players have different fixed costs

31 This is for convenienceone could derive the same results assun@a@nd Cy, both get some
fraction oft when they fight(ss ands,, respectivelywhere 0= s, = s; = 1). The key point is that in
the last interactionCyy always appeasetf Cy fought in the last interactigrthe state would not need
to invest in a(false reputation for strength to deter challenges—the state’s true preferences would be
sufficient deterrent

32. This corresponds to the equilibria in Kreps and Wilson 1982 and Milgrom and Robertsi982
which no actual challenges occur until deterrence unravels late in the. game



Rational Appeasement353

CS Ll L2 Cw L1 L2
2t-K) -k ok E /F 2k k  —k
P [yl e A
t-k —t-k 0 T L, mmmmmmmme e hpm=-mmmmmmem e L, >k & 0
7 F F
2t-k —t-k -t a t-k -k —t
F c 3 F
t-k 0  —t-k ~¢ / " \ o kK 0 -k
/ c A 2 A c \
o 0o 0o A Ly -===q------ hymmmmee e L, Ao o 0
a ¢ ¢
¢ 0 ~ a t 0 ~t

“h,
a
a
20kt —t-k F E tk -t —t-k
\C . . C/
~ ~
_ L L =
t t 0 A 2‘\ [u3] "2 At t 0
a Smmmmmmmm e h3 -------------
2t —t —t a 2t —t —t
Time: 5 4 3 2 1 0 1 2 3 4 5

FIGURE 1. Deterrence game

Sequential equilibrium places few restrictions on beliefs off the equilibrium path—
beliefs need only be derivable “using Bayesian inference from arbitrarily small
trembles’ 3 To focus on cases in which reputation—rather than just strength—
deters challenged require that weak as well as stroigs would actually fight
if challenged byL,, to preserve their reputatiott | call type (1) cases “on-
equilibrium-path” DEs(because fighting for reputation occurs on the equilibrium
path), and type(2) cases “off-equilibrium-path” onedotice that the definition of
a DE deliberately leaves many actions unspecified to encompass a variety of pos-
sible strategy and belief profiledny pure strategy sequential equilibrium that
includes the play defined ifl) or (2) is a DE Thus the proofs seek to character-
ize conditions that any DE must meethere space permitsalso illustrate with a
fully specified example

Second a partial deterrence equilibriuniPDE) is a mixed strategy sequential
equilibrium in which(1) L, challengesCs and Cy, both fight at time 2 with pos-
itive probability (ps = 1, p, < 1, respectively, andL, acquiesces at;hwith pos-
itive probability (“on-equilibrium-path PDEJ; or (2) L, acquiesces because it
correctly believes thabff the equilibrium pathboth Cs would fight with suffi-

33. Fudenberg and Tirole 199236
34. If only Csfought such challengeghen any deterrence would be explained just by a high prior
probability thatC is strong reputation building would have nothing to do with it
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ciently high probability at time 2 to make it prefer acquiescitaff-equilibrium-
path PDE]).

Proposition 1: In the game without resource constraints: (1) If the stakes are nei-
ther too low nor too high relative to the cost of fighting amds sufficiently high
(k=t = kar/(1 — 7)) at least one (off-equilibrium-path) deterrence equilibrium
exists. No DE exists if+ kir/(1 — 7). (2) A partial deterrence equilibrium may
exist even if t> kor/(1 — 7). If it does the frequencyp,, with which Gy fights an
initial challenge in order to deter the second challenger is lower the higher are
the stakes: p = 7wk/[(1 — 7)t]. (See proofs in Appendix

Thus for an intermediate range of the stakes equilibrium exists in which
weak central actors always fight an initial challenge to preserve a reputation for
strength This deters the first challengdf stakes are highemweak central actors
only sometimes fight an initial challengand less frequently as the stakes rise
These results are quite intuitivd the stakes are too higlieterrence will not be
very effective and a weakC will wish to reduce its costs by only fighting on
occasionBy contrastwhent is so low that no central actors would bother to fight
(t < k), attempting to build reputation is pointle¥sEffective and consistent ef-
forts to build reputation are most likely when the stakes are neither too low nor
too high relative to the cost of fighting

Rational Appeasement

But what if the central actor’s enforcement resources are exhaustible? Suppose
now that if a strongC fights against , it still extractst units fromL;. But if C

fights against.,, having already fought againkt, it receives onlyt/« units from

L, wherea € (1,00). C's resources are depleted in the first fightwving it weaker

in the seconda measures how severeyis weakened in each fighthe payoffs

are identical to those in Figure With one exceptionif L, andL, both challenge
andCg fights both challengeshe payoff toCgist + t/a — 2k instead of 2t — k),

and the payoff td_, is —t/a — kinstead of—t — k.

Proposition 2: In the game with resource constraints, a deterrence equilibrium
only exists ifak = t = aks/(a — 7). A partial deterrence equilibrium only exists
if ak=1t= ak/(a — 1).

35. It might seem odd to include= k as a boundary condition for equilibriyrbecause this essen-
tially states that there are at least so@gfor whom fighting is beneficiaAbsent such “tough” play-
ers reputation-building cannot occufiowever a main point of this article is that whether or not there
are “tough” players in this sense is itself endogenous and depends on previous moves in thEogame
restrict attention to either games in which there are “tough” players or those in which there are none
precludes analysis of the strategies players rationally adopt when they recognize that one game can
change endogenously into the other
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Thus if fighting depletes the central actor’s resources sufficiefithy> t), it is
never rational for wealCs to fight to preserve reputatioNor is it rational to fight
to preserve reputation if the stakes are too highsome casesa quite different
strategy may be optimaWhen resources are limitedonserving resources by ap-
peasing the first challenge will sometimes deter a second challenge more effec-
tively than fighting Because in these conditions strong central actors prefer to
appeasea weak central actor cannot improve its reputation by fighting

To show this formally| define anappeasement equilibriufiAE) as a sequen-
tial equilibrium in whichL, challengesbothCs andC,, appeasgandL, acquiesc-
es®® Note that there cannot be any “off-equilibrium-path” appeasement equijlibria
because ilL, believesC would appeasét always challengesBecause | want to
establish thatven pure appeasemestmetimes deters attacksis not relevant
here to consider mixed strategi@swhich a weak center only appeases part of the
time (or in whichL, is only deterred part of the timeSuch equilibria almost cer-
tainly exist but are not germane to the stronger point | wish to demonstrate

Proposition 3: In this game, an appeasement equilibrium only existssiftk=
min[2ak, kr/(1 — a)].

Thus if the stakes are high—but not too high—relative to the fixed cost of fight-
ing, and the central actor’s initial reputation is sufficiently straiggh enough
), it can be effective and optimal for weak centers to appease a challBege
cause strong central actors appease in such conditioasveak cannot do better
than to imitate them—rational appeasem&nfppeasement equilibria always
exist for lower values of than deterrence equilibriasvhenk = t < ak). If
a > 3m/2, they also exist at higher values of the stakes than DE& > 27, no
DE exists (AEs can only exist ifr > 1/2.) When fighting weakens the fighter
sufficiently it is not possible to deter by fightint

Note that in the game found above in the section entitled “Rational Detetfence
in which C faced no resource constraimio appeasement equilibrium existek-
cept in the borderline case in whith= k). For L, to acquiesce at,h it must be
thatk =t = ks/(1 — 7). But for Cs to appease at time @iven thatk = t < kzr/

(1 — 7)), it must be that = k, which contradicts the previous conditiontif k.

36. Notice that this definitionagain deliberately leaves many actions unspecifi@dy pure strat-
egy sequential equilibrium that includes the play defined above is an AE

37. What is interesting is not that states with limited resources sometimes appéasell, “the
strong do what they willand the weak do what they musthe novelty is that appeasing reduces the
risk of subsequent challenges

38. For appeasement to make serthe cost of fightingk, must be relatively largdf costs are low
a central actor could fight many times without losing credihilitiis renders the analysis less relevant
to, say monopolists controlling many small markeétdthough not monopolists with a few large ohes
But it seems to fit well the realities of international politieehen even a “hyperpower” such as the
United States only claims to be able to fight two wars simultaneously
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Endogenous Stakes

Sometimes the stakes of conflitt are not under the central actor’s contrifla
rival firm steals a monopolist's markethe rents lost to the monopolist are pre-
determined by demand in the market and costs of supfpén invader occupies
certain territoriesthe incumbent’s loss is determined by the value of the territo-
ries. But sometimes the central actor itself determines the levelledr instance
central authorities often decide themselves what tax rates to set for regions or sub-
ject territories A hegemon might choose to demand greater or smaller conces-
sions from a minor power in an international negotiationthis sectionl consider
how the analysis changestifs a choice of the central actor

This makes it possible to examine a second kind of appeaseBefr | have
considered only appeasement in the sense of deciding not to fight a challenge—
reactive appeasemerBut whent is chosen by the central acta® may appease
some adversaries in advance by lowering its demands on them to forestall a
challenge—anticipatory appeasem&hThe multiple equilibria that characterize
most signaling models mean that one can only derive comparative statics on the
maximumt that C could set in equilibriuml show that this upper bound will be
lower for those local actors that have a lower fixed cost of fightihgne accepts
a refinement that rules out some implausible off-equilibrium-path belibésre-
sult holds for all equilibrium tax rateénticipatory appeasement will occur in all
equilibria in which any local actor acquiesces—including the classic deterrence equi-
librium in which the center’s readiness to fight deters any challeéMen fighting
is costly and resources limitethtional players will often moderate their demands
to avoid a fight They will do so even if their reputations for toughness are at stake

| adapt the game as in Figure Il8ow C setst for L;—denotedt;—at time 05,
right after Nature determineS's type C setst for L,—denotedt,—at time 25,
right afterC has taken any action agairst. | assume there is a maximum level of
t, f, so thatty, t, € [0, T]. Otherwise Cs could always increase its payoff by raising
its demand and would setnfinitely high. To make the game more realistialso
allow each actor to have a different fixed cost of fightitedpeledk,, k,, andk..

In the endogenous stakes madedefine adeterrence equilibriumas a pure
strategy sequential equilibrium in which eith@y L, challengesboth Cs andCy,
fight and set strictly positive,’s, andL, acquiescesor (2) L, acquiesces because
it correctly believes that if it challengetoth Cs andC,, would fight The require-
ment thatt, > 0 rules out cases in which, acquiesces simply because no sacri-
fice is asked of itTo attribute such acquiescence to deterrence would bé%dd
Similarly, | define anappeasement equilibriu@s a pure strategy sequential equi-

39. Recall thatt > 0 is just a normalizationA central actor might also appease in advance not just
by lowering a demand but by providing a positive transfer to the local actor

40. Because of the complexity of the game—uwith continuous tax rates and multiple decisions—I
defer consideration of mixed strategy equilibria to future wditke results of this section should there-
fore be viewed as suggestive rather than definitive
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FIGURE 2. Deterrence game with limited resources and endogenous stakes

librium in whichty, t, > 0, L, challengesboth Cs andC,, appeasgandL, acqui-
esces(As before off-equilibrium-path appeasement equilibria cannot ekistause
if L, believesC will appeaseL, will always challengegivent, > 0.) Again, |
require that,; > 0 andt, > 0 to avoid merely proving that actors acquiesce when
nothing is asked of them

Propositions 4 to 6 establish two thindsrst, when stakes are endogenotes
active appeasement can still occand(pure strategyAEs exist at higher values
of the center’s fixed cosk., than(pure strategyDEs Secondwhenever actors
acquiesce in equilibriurrsome degree of anticipatory appeasement must also oc-
cur. This is true even in deterrence equilibria in which both type&£dight an
early challenge in order to invest in a reputation for resolve

Proposition 4: In the game with endogenous stakes, a deterrence equilibrium can
exist only if the center’s fixed cost of fighting, ks in the range:t/a — awk,/
(a —7) = ks =min[wky/(a — 7), T/a].

Proposition 5: At least one appeasement equilibrium exists-ifrk,/(1 — 7) =
ke = 7k, /(1 — 7) and eithermaxX /2, (1 + a)/2a — 7k, /[2(1 — 7)]] = k. <
t/a, or k. = f/a*t

41. Proofs of Propositions 4 and 5 are omitted here because of space consthantare available
at (http://www.sscnetuclaedu/polisci/faculty/treismary).
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Proposition 6: In any equilibrium in which a local actor pays a positive transfer,
the maximum level of that transfer must decrease with decreases in that actor’s
cost of fighting.

The less sensitive to conflict an actoytise lower is the maximum transfer that
can be required of it in equilibriumAnticipatory appeasemenn this sensgap-
pears quite rationaBecause this result concerns tigper boundon equilibrium
tax ratesit does not imply that actual equilibrium transfer rates will be lower for
local actors with lower values & This will depend on off-equilibrium-path be-
liefs. However if one is prepared to rule out certain beliefs as unreasonéise
predictions become sharpé&onsider equilibria in which on the upper branch the
equilibriumt, = t§ < ak,7/(a — 7). To sustain such equilibrjd_, must respond
to anyt, set abovet! by increasing its estimate of the probability ti@ais weak
But is this plausible2,'s model tells it that neitheCg nor Cy, will set t, > t3.

One might argue that because this unexpected event can reveal no information
(given L,'s mode), it should not changé.,’s beliefs Restricting beliefs in this

way would narrow the prediction fdg to the upper bound of the previous range
(Becauset, does not affect.,’s beliefs and future actionatility maximization
requires thisat least in equilibria in whiclC's payoff is related to the tax rabe
Similarly, t; should be set at its upper boyrathd one can rewrite Proposition 6 as

a proposition about the actual transfer demanded in equilibrium rather than the
upper bound of possible demands

Discussion

Several points emerge from the analy$igst, under certain conditions appease-
ment equilibria—but not deterrence equilibria—will exi&y appeasing a first
challengea weak central actor will deter a secorid the weak actor fought the
first challengeits weakened state would actually have precipitated the second
The conditions differ depending on whether the stakes of confliere exog-
enous or endogenou$f the stakes are exogengusnly appeasement—and no
deterrence—equilibria will exist it is low relative to the costs of fightingf
k =t < ak, even a “strong” central actor will not be able to deter the second
challenge if weakened by fighting the fir§he actor’s gain from fighting the sec-
ond given its weakened statwill be too low for it credibly to threaten to do so
However if a strong center appeases the first challeitgeill stay strong enough
to deter the secondVeak centersby pretending to be strong and appeasing the
first challengecan also deter the secaffd

42. | assume throughout that fighting depletes the center’s military resourbese might how-
ever be cases in which fighting actually strengthens the cemte defeated power might have raw
materials or industrial capacity that enhance the victor’s military capacity by more than fighting de-
pletes it In such casesappeasement is never an equilibridBut nor, strictly speakingis deterrence—
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Appeasement may also be the unique rational strategy when the stakeghare
relative to the cost of fightingso long as fighting weakens the center sufficiently
(a > 37/2), there is a higher range offor which only appeasement—and no de-
terrence equilibria—existamk/(a — 7) < t = min[2ak, kar/(1 — 7)]). In this
range fighting all challenges to preserve reputation is not ratiofgktill higher
stakes it becomes irrational for a weak center ever to fight to preserve reputation
(whent > ka/(a — 1)). When so much is at stakéhe second local actor would
rather fight a weakened central actor than giveHowever it may still be possible
to deter future challenges by appeasing the initial challefggetong asy > 3/2
andz > 1/2).*3 Both DEs and AEs can exist for intermediate values of the stakes

If the stakes are endogenguenditions are best framed in terms of the costs of
fighting. There will be appeasement—but no deterrence—equilibria at high values
of the fixed cost to the centdq,, for instance when/a < k. =< k,77/(1 — 7). Thus
if the maximum staked, are not too high and the second challenger’s fixed cost
of fighting, k», is not too low relative to the center’s fixed cost of fightirkg, a
weak center will be able to deter future challengers by appeasing thebfitstot
by fighting If the second challenger’s cost of fighting is too ldhen it will not be
possible to deter this challenger by either fighting or appeasirige maximum
stakes are too high relative to the center’s fixed ,dib&n a DE may also exigsbe-
cause the second challenger will expect even a weakened center to)ffght it

Secondlif stakes are exogenouthe range of stakes for which a DE is possible
narrows as the weakening effect of fighting gets largef® If @ > 27, no DE
exists The range of values of the stakes for which appeasement is rational either
increases a& increasegif the upper bound is @k) or remains the samgf the
upper bound isTk/(1 — )). If stakes are endogenquthe range of values of
the center’s fixed costs for which a DE exists narrowsyagets larger so long
as the maximum level of the stakds is not too high(t < [kya?w (1 + )]/

[(a — 7)?]).%¢ Third, an important point follows from the previous twdhe ra-
tionality of investing in reputation or appeasing challengers depends on the value

the center will always prefer to fight whether or not it is challengaad each time it fights it will
become strongeuntil it has defeated all other statda such a situationthe questions discussed in
this paper simply do not arisReputation and information are irrelevamhat state leaders do usually
seek to avoid conflicts suggests that this possibility is an exception rather than thé itileere
generally true that the net effect of fighting were to strengthen the aggréissavorld would by now
consist of a single state

43. This is a different case from the “low-prior” one that most interested Kréfison, Milgrom,
and RobertsBut in international relations the moderate-to-high prior is often the most rele@aet
can safely assume that a state will respond militarilysty incursions on its territoryit is precisely
in such contexts that questions of reputation are most frequently raised

44. Here AEs do not appear to exist for lower valueslkgfthan DEs

45. For DEs this range isxk/(a — 1) — ak; for PDEs it is ak/(a — 1) — ak. Both these expres-
sions decrease with increasesain

46. The range is eithettkym/(a — ) or (1 + a)kow)/(a — 7) — /. The derivative of the first
with respect tax is always negativethe derivative of the second is negative so lon§ as(koa %7 (1 +

m)/((a = m)?).
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of the stakes and the costs of fightingghat inferences are drawn about resolve
depends on the particular circumstances in which one fights or appd&ases
cannot conclude from observing a state appease in one setting that it will do so
when the stakes or costs of fighting are differéntfact, given that both appease-
ment and deterrence equilibria exist across a wide range of parameter,values
one cannot even conclude that a given actor will behave the same way when
objective features of the setting are identjdélthe actor thinks the beliefs of
observers are different in the two casé#fsthe stakes are exogenqusne does
not have to fight in either low or high stakes conflicts to preserve one’s reputa-
tion for fighting when the stakes are intermediaietually, fighting when stakes
are relatively high or relatively low will not improve one’s reputatidmecause
even strong actors should appease in those circumstamceswill merely pro-
duce fixed cost$’ If the stakes are endogengube fact that a state appeases
when the cost of fighting is high tells observers nothing about whether it would
fight when the cost is lowebecause even highly resolute states will appease
when costs are higt?

Thus when Oliver Harveyprincipal private secretary to Lord Halifawrote in
the late 1930s thatlt is not possible to take a strong line in one quarter and an
apparently weak one in another indefinitelye was wrong Such inconsistency is
just what a rational model of reputation formation would presctfoor does
Ronald Reagan’s assertion that it was necessary to defeat the Nicaraguan Sandin-
istas to prevent a “collapse” of.B. credibility worldwide make sensé one views
Nicaragua as a low-stakes c&8eOn the other handVargaret Thatcher’s com-
ment that if Britain failed to defend the Falklandsmight prompt similar chal-
lenges in places such as Gibraltar and Belize is not so apsecduse the stakes
would probably be viewed as quite simifdr

The way reputation-formation incorporates consideration of costs of fighting pro-
vides more leeway for leaders than is usually recogni2edthe fixed cost of
fighting increasesone passes a threshold at which appeasement becomes the only
pooling equilibrium Because strong players would not fight at this powmeak
ones no longer need to fight to impersonate thé/ere North Korea to acquire
nuclear weapons and the United States to appeati@stmight send all sorts of
dangerous messages to the woBdt it would not indicate that the United States
lacked resolve to fight challenges from nonnuclear poweos would appeasing

47. If resolve were modeled as continuous rather than as two tygmgseasement at high or low
stakes would reveal that one was not of the small minority of extreme conflict-se8kerthe slight
loss in reputation would often be offset by the gain in conserved resources

48. This confirms the insight of Jervi€l991 27): “If a country retreats rather than pay an enor-
mous price for an object of little intrinsic valué is not clear that others should or will expect it to
back down on issues that matter more td The model shows that others should not make such
inferences

49. Quoted in Jervis 1991

50. New York Times28 April 1983 A12, quoted in Walt 1991

51. New York Times22 April 1982
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the Soviet Union in the Cuban Missiles Crisis have implied a softness on the United
States’s part in cases where nuclear escalation was less¥kely

Fourth whether fighting to invest in reputation makes sense depends not just
on characteristics of the central actky, but also on those of its future challeng-
ers k,. The way it does so is counterintuitiv&iven k., the more bellicose a
future challenger is expected to kibe lower isk,), the more likely it is that the
central actor’s only equilibrium strategy will be to appease in the first inter-
action®® It might seem that the prospect of facing a more bellicose challenger in
the next stage should make weak states fight all the harder to boost their reputa-
tion for resolve However even strong states will do better in such cases to con-
serve resources—and so weak states should do the.danlg when states
anticipate facing challengers that are not too bellicostatively highks,) is it
rational to fight to invest in reputaticti

Fifth, anticipatory appeasement—deliberately placing lower demands on oppo-
nents that have less to lose from fighting—is rational in models of reputation-
building that take into account limited resourcés such caseseven the classic
deterrence model must include some element of anticipatory appeas€ment

Sixth, as critics of rational deterrence theory have notedreat deal depends
on the central actor’s initial reputatiosr. But there is no straightforward relation-
ship betweenr and equilibrium strategyt is not the case that central actors with
a strong initial reputation are more likely to fight to preserve it—this depends on
the stakesthe costsand the weakening factoin fact, sometimes higher initial
reputation increases the range of parameter values for which appeasement rather
than fighting is the equilibrium respons&Es continue to exist—and sometimes
DEs do not—at high values of.

Within the range of parameter values for which both appeasement and deter-
rence equilibria existwhich equilibrium is played depends on the players’ beliefs
Critics of game theoretic analyses are right to point out that theory tells one little

52. Robert Kennedy'’s rhetorical question “if Americans did not stop Communism in South Viet-
nam how could people believe that we would stop it in Berlin?” actually has a straightforward answer
If the United States could demonstrate that for it the objective stakes were higher in Berlin than in
Vietham—as even the Soviets clearly believed at the time—that would be suffigieoted in Ball
1982 382).

53. More preciselyfor a givenk., ask; falls one passes from the range in which both deterrence
and appeasement equilibria are possible into the range in which only appeasement equilibfibagxist
is, fromk. < kyw/(a — 7)) to ko /(a — 7) < ko < ko /(1 — 7)).

54. This also suggests that scholars who seek to predict the outcome of crises by focusing on the
relative power of just those states in conflict may be missing somethihgther or not a state fights
should depend also on the relative power and vulnerability of future opponents

55. It might seem that this part of the modalhich assumes the center knows the challenger’s,type
underpredicts conflicAs Fearon(1995, has pointed oyinterstate conflicts can arise because of two-
sided incomplete information about states’ net benefit from fighfiings is quite compatible with the
model presented her®©ne might assume a smallero-meanstochastic elemeng, in the center’s
perception of the second challenger’s cost of fightsmthatk, = ky; + €, whereky; is the true value
of the second challenger’s fighting cohis would render Fearon-type conflicts possible without chang-
ing the predictionsthe center would still engage in anticipatory appeasement
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about how these beliefs forrDespite substantial efforts to refine equilibrium con-
cepts assumptions about off-equilibrium-path beliefs remain rather arbitBary

it is not true that the importance of such unconstrained beliefs renders game theo-
retic analysis irrelevantone needs to analyze the games to know when and how
exogenous beliefs matter

Imperial Appeasement and Deterrence: Two Cases

Empires have adopted different strategies toward external aggrgssatsheir
own rebellious subjectsThe British after 1865 achieved considerable success by
appeasing challenget$ In Spain in the first half of the seventeenth centay
attempt to build reputation by fighting accelerated the empire’s detlifige fol-
lowing brief discussions do not pretend to summarize the abundant historical schol-
arship on these casdsor do they offer in any sense a test of the main argument
which must stand or fall on the validity of its logidly aim is just to show its
relevance Certain historical episodes that seem puzzling when viewed from the
perspective of the chain-store model make a lot more sense once the possibility of
rational appeasement is recognizéd these two important caseselective ap-
peasement was more—and reputation-building less—effective than conventional
wisdom and previous models would imply

In the British casgthe chain-store logic—or perhaps some adaptation of it such
as that in Alt Calvert and Humes—would predict that Britain’s acts of appease-
ment would trigger immediate challenges by other potential adverS&riisi-
larly, conventional models of deterrence would predict that Spain’s repeated military
responses to perceived challenges would deter atherisoth casesevents un-
folded differently in ways consistent with rational appeasement modgigish
appeasement in one arena made deterrence credible in.d8pais’s aggressive
reputation-building left it vulnerable to attacks from other quartBritain’s ap-
peasement of Germany was the main case that Powell addyesski is likely
that British uncertainty about Adolph Hitler’s aims was—as he argued—part of
the story’® But this was not the only reason Britain appeaskte record of pol-

56. The Roman Empire also survived in part by appeasing challengers on its vast periphery to pre-
serve military forces that could respond to threats elsewt8se Treisman 2002

57. Thus this is a case of “off-equilibrium-path” playwhy Spanish leaders apparently got the model
wrong is best left to historical experffhat officials do sometimes make mistakes seems hard ta deny
In this case Spain suffered consequences consistent with the structure of the games sketched above

58. Alt, Calvert and Humes'’s case’3appears to be the relevant o988 452). In this casethe
first challenger challenge# the hegemon appeasehe second challenger also challengést in the
British case France did not immediately challenge Britain after it appeased the United State=ad
it backed off without a fight at Fashodily point is not to criticize the Alt et almodel for failing to
explain cases the authors never claimed to addiessjust to show that certain historical cases ap-
pear inconsistent with the chain-store logic but are illuminated by the models of this article

59. Powell 1996
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icy debates suggests that British leaders were very concerned about the overstretch-
ing of military forces and the danger of provoking challenges elsewhere in the
empire if they diverted resources to combat Germdimere was a side to British
appeasement—even that of Hitler—that most closely fits the models of this article

Britain

When Argentina invaded the Falkland IslanBsitish leaders argued that a force-
ful response was essential to deter attacks on the country’s other imperial remnants—
Gibraltar and Hong KongBritish strategy at the height of empijreowevey was
quite different Whitehall showed a persistent willingness to appease some chal-
lengers to retain resources to deter othAdministering an empire on which the
sun never set meant one simply could not respond to all challengessftive Earl
of Rosebury put it in 1895'did we not strictly limit the principle of intervention
we should always be simultaneously engaged in some forty.¥faisennedy has
argued that British policy not just in 1938 but from 1865 to 1939 was essentially a
policy of appeasementhis did not prevent the empire’s declirndut it does ap-
pear to have slowed the inevitable disintegration far more than attempting to fight
on many fronts simultaneously would haworeover Britain’s reputation for re-
solve does not appear to have been seriously damaged by its public willingness to
concede in various contests

The most striking case of British appeasement concerned concessions to the
United States in the late nineteenth centuinyl895 President Grover Cleveland
intervened in a boundary dispute between Venezuela and the colony of British
Guiangwarning that the United States would “resisy every means in its power”
any British attempt to occupy the disputed territdryn 1898—-99the United States
threatened to abrogate the Clayton-Bulwer Treaty with Britain and build a Central
American canalln 1902 President Theodore Roosevelt sent cavalry to resolve a
border dispute between Alaska and Canddaall three caseghe British backed
down, agreeing to submit the Venezuelan dispute to arbitratiecognizing the
U.S. right to build the canaland essentially accepting the3J position on the
Alaskan dispute

Why did they do so? A war against the United States at this point would have
been difficult to win Objectively the stakes were relatively low for BritaiBut
what about its reputation? One British newspaplee Saturday Reviewargued
against appeasement on just these groufmkrpetual surrender only means fur-
ther demandsand either more concession or an aggravation of ill-feeling as a
result of unexpected resistant® Lord Salisbury and the British ambassador in
Washington both advocated a tougher line on the Venezuelan dispute

60. Kennedy 1981105
61 Rock 2000 27.
62. lbid., 42.
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The decisive consideration was probably Britain’s need to stretch military re-
sources to deal with other more important crises elsewlefee U.S. disputes
coincided with the outbreak of the Boer Warhich at its height diverted 30000
British troops to South Africaleaving the empire’s defenses elsewhere “severely
weakened ¢ Even South Africa was not the most urgent priariys Kennedy
notes

Perhaps the most interesting aspect of the Venezuelan and Transvaal clashes
was that they weraot with the powers which most British imperialists con-
sidered to be the country’s really serious rivalsrking in the background

the Cabinet and the press knemas that formidable Franco-Russian combi-
nation whose battlefleets were almost as large as the Royal Navy’s and whose
ambitions clashed with Britain's everywhere from the Mediterranean to the
China Sealf the Dual Alliance was the real foeould the country afford the
luxury of quarrelling with the other power&?

The British and French in 1898 were racing each other to the source of the Nile
In June 1900the Boxer uprising in China prompted a great power intervention
which the British feared the Russians would exploit to grab Chinese terriiaigy
Britain been fighting the United Statdswould have been harder to scare off the
French at Fashoda in the Sudare empire would have stood in peril as other
great powers sought to inflame its weak spots

The British-US. conflicts meet the criteria under which appeasement will not
undermine a state’s reputation for resolVae stakes were low relative to the cost
of fighting. These costs—qgiven the distances involved—were potentially Bigt
ain’s future challengers were perceived to be bellicaseder these conditions
even a “strong” state would appeasinderstanding thisBritain's global adver-
saries did not infer lack of resolve from its acquiescence 18. demandsThe
standard chain-store model implies that any act of appeasement reveals the ap-
peaser to be “saft Other challengers should therefore attadkis patently did
not happenBritain’s retreat in the Venezuelan crisis in 1895-96 did not embolden
France to take on the British in 1898 when its expeditionary force faced Kitchen-
er's at Fashodarhe contrast is strikingOn this occasionthe Royal Navy mobi-
lized for war It was the French who backed dowh

As relations with Germany deteriorated in the 193Bstish military planners
continued to worry about the country’s global exposutthough Hitler’s inten-
tions were certainly debategolicymakers also expressed another concern—that

63. Lobell 2001 also argues that Britain was forced to choose its fights carefully during this period
and relates the country’s dilemma to the chain-store paradox

64. Kennedy 1981113

65. Ibid., 108-9

66. Ibid., 112-13 In fact, not even the 5. side viewed the British concessions as a sign of “soft-
ness’ In January 1896 th&hiladelphia Pressvrote of the British moderation on Venezuela tHato
American has dreamed of attributing this to cowardi¢gioted in Rock 200043). Rock concludes
there is no evidence that Britain’s “capitulation on one matter elicited harsher demands on.&nother
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a diversion of forces to Europe would undermine Britain’s ability to deter chal-
lenges in the EasfThe British Chiefs of Staff warned in December 193We
cannot foresee the time when our defence forces will be strong enough to safe-
guard our tradeterritory and vital interests against Germaitaly and Japan at
the same time” and urged the government to “reduce the number of our potential
enemies and to gain the support of potential alli&%swhen lItaly invaded Ethio-
pia in 1935 the British admiralty was determined to stay out of a Mediterranean
conflict that would threaten its ability to “get an effective fleet to Singapore if a
crisis developed in the Far Edse British strategy had traditionally prioritized
the defense of IndiaBurma the Middle Eastern countries and African colonies
over fighting in Europelnternational conflict would threaten the empire’s internal
cohesionAs Lord Lothian put it “Nehru is openly awaiting the next world war to
let loose revolution in Indi&®°

The choice in the 1930s was startontinue to try to defend the empjrer
concentrate on deterring the growing German threag great irony Chamber-
lain, as chancellor of the exchequeras among the first to argue for the lattde
proposed to the cabinet in 1934 that they reduce expenditures on imperial defense
to build an air force capable of deterring Hitland even suggested Britain should
give up defending the naval base in Singap6iéis,” Howard notes“was even
more than the former pacifist Ramsay MacDonald was prepared to &c€ept

That Chamberlain could make this remarkable suggestion in 1934 suggests that
uncertainty about Hitler's aim&s emphasized by Powgllvas not the only rea-
son the British opted for appeasing Germanyfact, Chamberlain appears to have
had quite a realistic view of the Nazi threat from the sfarHis eagerness to
appease seems to have increased as the evidence of Hitler's global ambitions
mounted The episode highlights the context of severe resource constraints within
which all strategic decisions were madehamberlain’s arguments with the mili-
tary planners in the mid-1930s were not over appeasement versus deteb@nce
whether to spend available funds on warships to deter Japan or aircraft to deter
Germany? Unfortunately he lost the debate

Spain

Around 1615 the Spanish Habsburg Empire spanned the globe—from the Neth-
erlands Portuga) and Spanish Italy to BrazilMexico, Pery and the Far East

67. lbid., 287.

68. Howard 1981103-4

69. Kennedy 1981294

70. Howard 1981109

71 In 1934 Chamberlain urged the Air Ministry to come up with a plan “based on the consider-
ation that Germany might become a major threat within five ye@rsighes 1988

72. lbid., 861
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Within Europe Spain had achieved “undisputed primady Just sixty years later
the state had become “the sick man of EurbffeSeveral reasons have been sug-
gested for this precipitous declinBroughts plaguesand economic depression—
although not unique to Spain—all took their tdh large partthe country’s failure
appears the result of a misguided preoccupation with the need always to fight to
preserve reputatiormhis led to “fatal over-commitment. . to foreign wars at a
time when Castile lacked the economic and demographic resources to fight them
with success ”® Rather than increasing its security—as simple models of deter-
rence would predict—Spain’s aggressive responses to challenges united all pow-
ers against jtwhile provoking internal rebellions and eroding public finantes
The case illustrates how resource constraints can undermine the effectiveness of
attempts to deter by demonstrating resolve formalized in the previous models

Spain’s ascendancy early in the century owed much to the careful policies of
Philip 1lI's key minister the Duke of Lermaln 1604 Lerma made peace with
England in 1609 he signed a truce with the Dutciwho had been rebelling against
Spanish rule since the 1560snd in 1611 he arranged a marriage alliance with
France While neutralizing threats to the Notthe redirected Spanish foreign pol-
icy toward the Mediterraneafri

This changed with Lerma’s replacement in 1618 by Don Baltasar de Zufiga
and his nephewthe Count-Duke of OlivareHenceforth foreign policy focused
on the need to preserve Spain’'s presti§ecording to Zufiiga“a monarchy that
has lost itsreputacion even if it has lost no territoryis a sky without lighta sun
without rays a body without a soLil”® This goal came to justify massive accumu-
lation of public dehtfor, as the marquis of Montesclargsresident of the state’s
Council of Financeput it in 1625 “the lack of money is serioysut it is more
important to preserve reputatidi®

Preoccupation with reputation turned any international crisis into aftgktre
at which would start the dominoes fallingccording to Olivares in 1635‘the
first and most fundamental dangers threaten Miianders and Germanpny
blow against these would be fatal to this monarcayd if any one of them were
to gqg the rest of the monarchy would follgior Germany would be followed by
Italy and FlandersFlanders by the Indiesand Milan by Naples and Sicifif°
This logic prompted a series of Spanish interventions that ultimately led to fifty
years of warFirst, Philip 1V intervened to aid the Habsburg Emperor against Bo-

73. Elliott 1991, 89.

74. 1bid., 102

75. Elliott 1963 380

76. In Kennedy's imagg“Spain resembled a large bear in the: pitore powerful than any of the
dogs attacking jtbut never able to deal with all of its opponents and growing gradually exhausted in
the process?(1987, 49).

77. Darby 1994 87.

78. Elliott 1991, 93.

79. bid., 96.

80. Ibid., 97.
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hemian rebelsSpain renewed conflict with the Dutchttempted disastrously to
influence the Mantuan successj@md went to war with England and Franéd-

forts to centralize administration and squeeze additional revenues out of the Span-
ish heartland to finance these wars provoked uprisings in Catalonia and Portugal
in 164Q followed by revolts of Naples and Sicily in 164War losses trimmed the
empire’s outlying territorieswhile regional fragmentation accelerated in the heart-
land until the French Bourbons won control of the throne in 1.701

Other policies had been possibléhe Count of Humanes had proposed a course
of strategic retreat similar to Lerma’'$le argued in 1635 that Spain should
abandon the Netherlandsnake Milan an independent duchgnd use the
money thus saved to enhance defenses of peninsular Spain and the Maibs
later in the 1660s Olivares’s son-in-lawthe Duke of Medina de las Torres
advocated a conciliatory approacim Medina’s view “the true reputation of
states does not consist of mere appearagrugsin the constant security and con-
servation of their territoriedn the protection of their subjects and the well-being
thereof in the respect which other princes have for their authority and military
strength’ 8!

To a traditional deterrence theorishe futility of Spain’s efforts to nurture its
reputation should seem puzzlinighilip IV's evident readiness to fight might have
been expected to deter subsequent challer§esding troops to Bohemia should
have intimidated the Dutch rebell did not Instead the Dutch under the “war
party” of Maurice of Nassauefused to extend the Twelve Year Truce with Spain
when it ended in 1621 and sent support to the Habsburgs’ Protestant opp&nents
According to the conventional logiSpain’s intervention in the Mantuan crisis
should also have deterred the Dutdthe opposite occurredWhatever it did for
Philip’s reputacion his Italian campaigns absorbed resourdés was forced to
sharply reduce support to Spanish forces in the Nether]aviusre total financing
dropped from 39 million florins in 1621-25 to 29 million in 1626-80rhe Dutch
responded by stepping up attackapturing the Spanish treasure fleet in 1628
taking towns in the Rhineland and Brabant in 1628d occupying the Brazilian
province of Pernambuco in 1630

The trade-off Spain faced under Philip IV was exactly that captured by the ra-
tional appeasement modéloreign interventions may indeed have enhanced the
state’s reputationHowever these actions tied up troops that could not simulta-
neously deter attacks elsewhere and helped undermine Madrid’s fiscal sglvency
inviting additional challengesSpain was sometimes engaged on three fronts si-
multaneousl§* Fighting the French on the continent and intervening in Jtily
had fewer resources to protect its overseas possessions from Dutch penetration

81 Elliott 1989 135
82. Gutmann 1988
83. Parker 197938.
84. Kennedy 198749,
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By 164Q the monarchy could not even deter internal revolts as close to home
as Catalonia

Conclusion

For actors with limited resources facing multiple potential challengekective
appeasement can be rationidlthe stakes of conflict are either high or lpor if
the costs of fighting are hight may be the only rational strategiighting an
early challenge is sometimes unnecessary to deter later ones—and sometimes coun-
terproductive If even “tough” states would appeaseis unnecessatyif the loss
of resources outweighs any reputational gains counterproductiveEven when
it is rational to fight an early challengi will be optimal to lower future demands
on more bellicose potential challengers

Recognizing this—and modeling the point formally—serves several purposes
First, it has implications for security policyln defending—and sometimes
devising—policiesU.S. leaders have often appealed to a view of reputation as frag-
ile and universally exposetf such arguments are sincerely belieyaaloser look
at the logic suggests they need to be rethoutjithey are mostly rhetoricalan
understanding of their logical weaknesses should help guard listeners against po-
litical manipulation Adversaries do not have reason to draw far-reaching conclu-
sions about LS. resolve from settings in which the stakes are very high or very
low. Realizing this might help reduce the dissonance strategic planners must feel
as they promise to “meet every threat” while budgeting for just two major.wars

In practice most state leaders must realize there is a trade-off between losing
reputation and losing enforcement resourdést many still seem to find them-
selves stuckunwilling to bear what they perceive to be large reputational costs
This surely was the main reason Richard Nixon and Henry Kissinger delayed leav-
ing Vietham But there is a saving grace in such situations that few leaders seem
to notice the higher are the resource costs of interventhg lower the reputa-
tional costs of withdrawingTo leave Viethamgiven how costly it had become
would signal little about American resolve because almost any rational regime—
even highly resolute ones—would do the sdth&imilarly, states that withdraw
from low-stakes conflicts should suffer only minimal loss of credihil®bjec-
tively, Lebanon in the 1980s had little obvious importance for the United States
Thus when George Shultz claimed after the 1983 marine barracks bombing that
“If America’s efforts for peaceful solutiorsn Lebanorj are overwhelmed by brute
force our role in the world is that much weakened everywliehe was stating

85. George Ball cautioned at the time that fighting when the costs were so high that even resolute
rational players would withdraw could even damage a state’s reputation—for ratiorfsibat we
might gain by establishing the steadfastness of our commitmestsould lose by an erosion of con-
fidence in our judgment{Ball 1982 382).
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the point in far too general terni& Other terrorist groups hoping to dislodge the
United States from bases in the Middle East might indeed take.feBut Soviet
leaders did not draw inferences about American res$ive

The model also has implications for theory and empirical testing in international
relations The rather extreme—and often empirically unsupported—predictions of
deterrence theory have prompted some to reject rationalist explanations of conflict
behavior| show that introducing resource constraints into the standard model leads
to more nuanced and plausible resuhs the same timgthis model—like most
others of international signaling—highlights the importance of what game theo-
rists call “off-equilibrium-path beliefs"—hypothetical interpretations of events that
players believe will not occuifo study the formation of such beliefé may in-
deed be necessary—as critics of rationalist analysis argue—to turn to the social
psychologists

On the empirical sidethe model suggests some hypotheses that might be tested
against those of psychological models of reputation formatne could test
whether observers generalize more readily between cases in which stakes or costs
of fighting are similar One might explore whether states in fact have multiple
reputationsconditioned on the stakeMost empirical studies try to trace the in-
cidence of violent conflict to characteristics of the states invalvéé model sug-
gests this is incompleté state’s motive to fight challenges should depend also on
the expected bellicosity of future challengdreluding some estimate of this might
improve predictive power

Finally, howeveythe analysis suggests both that one should not expect too much
from rational reputation models and that one should not conclude too quickly that
they are wrongBecause both appeasement and deterrence equilibria are often pos-
sible for the same parameter valuasst behavior could be rationalized in some
way. To generate models with more predictive power and the fragility necessary
for easy falsificationscholars may have to incorporate insights from psychology
about how beliefs form and test for the existence of specific beliefshort even
those who keep the rationalist approach to explaining international behavior may
need to learn more about the human mind as well as about deductive logic

Appendix: Proofs of Propositions

Proof of Proposition 1. Note that it is sufficient to identify perfect Bayesian equilibria
(PBES9, because Fudenberg and Tirgl991) establish that any PBE in a game of this type
(a multiperiod game with observed actions in which players each have no more than two

86. Quoted in Jervis 1991

87. Osama bin Ladenin 1996 called the US. pullout from Beirut a sign of American softness
Saddam Hussein also mentioned the Beirut bombing in a speech in earlylfl®8@educed from this
that the United States would not oppose his invasion of Kywtwas misreading the stakes in the
two casesWhile Lebanon produces little oithe Gulf states’ output is important for the world economy

88. Jervis 199141
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types and types are independent and have nonzero probahdigalso a sequential equilib-
rium. A PBE (in the sense of Fudenberg and Tirole 1981 this game is a profile of be-
havioral strategies and beliefs such tia) each player maximizes its expected utility from
each information set onwardiven the player’s beliefs at that information s&) beliefs at

all information sets that are reached with positive probability in equilibrium are derived
using Bayes’ Rulgand(3) beliefs about playerr at periodt + 1 depend only on the history

of play up tot — 1 and playeii’s periodt action

1. If t < k, evenCs appeases at time &nowing this L, always challenges at timg 3
so there can be no DBenote the belief at information set'tw;.” In a DE, both
Cs and Cyy must fight at time 2on or off the equilibrium pathGiven this the
only consistent belief atjhis u; = 7. Thus L,’s expected payoff from challenging
7(—t — k), is only less than or equal to that from acquiescing, if t =< kar/

(1 — 7). This is required for either on- or off-equilibrium path DE

For anyk = t = kwr/(1 — ), the following behavioral strategies and beliefs
constitute a DEL; plays a L, plays a at h, c at b, a at iy; Cs plays F at all its
choice nodegtime 2 and 4; Cyy plays F at its time-2 choice nodand A at its
three time-4 choice nodeBeliefs are at fy u; = 7; athp, uo = 0; at b, uz = 7.

2. The definition of on-equilibrium-path PDE requir€g, to mix at time 2 which re-
quires thaiCyy get the same expected payoff from A and-Br this L, must also mix
at hy, hy, or both (Cy's payoff from F is a convex combination efk andt — k;
that from A is a convex combination @fandt.) There are two way€'’s expected
payoffs from A and F could be equalized) L, always plays a at4) and mixes at
h,; (2) L, mixes at h, and either always plays c or mixes at I[Case(1) is impossi-
ble because it ; always plays a at) Cs would always play F at time;&jiven this
any C who plays A at time 2 must be weak ahd will prefer always to play ¢ ath
rather than mixing as supposesb in any on-equilibrium-path PDE , mixes at h.

Cs must play F at time 2 in this equilibriunTo see thisnote that forCyy to mix,
as supposedt must be thak — y = —k/t, wherex is the probability that , plays c
at hy andy the probabilityL, plays c at h. If this is true Cs must play F at time 2
because its expected payoff from ¥t — k) + (1 — y)t, is less than that from,F
2x(t — k) + (1 — x)(2t — k) = 2t — k(x + 1), givenx — y = —(k/t). For L, to mix
at hy, it must get equal expected utility from a andTdis impliesu = t/(t + k).
The belief at h must be derived by Bayes’ Rule from the equilibrium strategies
This implies w1 = Pr(strondF at time 2 = #/(7 + (1 — 7)pw). In equilibrium
m/(m+ (1= 7)py) = pu1 =t/(t + k) @ t = (77/(1 — 7)) (k/pw). This condition is
required in any on-equilibrium-path PDE

In an off-equilibrium-path PDEC,y must by definition mix off the equilibrium
path at time 2As before this requires that, mix at hy. For this L,’s expected
utility from ¢ must equal that from,agiven its beliefu ;. This impliesu, =
t/(t + k). Consistency of beliefsequired by sequential equilibriurmeans that
w1 must be arbitrarily close to the belief that would be derived using Bayes’ Rule
from a slight perturbation of the equilibrium strategies in whighplays ¢ with
positive probability Note thaf off the equilibrium path as well as oifior Cyy to
mix as assumed implies th&s plays F at time 2Thus this limiting belief de-
rived by Bayes’ Rule must be/(7 + (1 — 7)pw). In sequential equilibrium again
pr=m/(m + (1= m)py) = t/(t + k), andt = (7/(1 = 7)) (K/pw).
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Proof of Proposition 2. If t < ak, evenCs appeases at time Knowing this L, always
challenges at time, 30 in any DEt = ak. In a DE, both Cs andC,, must fight at time 2on
or off the equilibrium pathGiven this the only consistent belief at;his u; = 7. Ly’s
expected payoff from challenging ai,hwr (—(t/a) — k), is only less than or equal to that
from acquiescing—t, if t = aksw/(a — ). This is required for either on- or off-equilibrium-
path DE

For anyak = t = aks/(a — ), the following behavioral strategies and beliefs consti-
tute aDE L, plays a L, plays a at h, c at Iy, and a at b; Cs plays F at all its choice nodes
(time 2 and 4; Cy plays F at its time-2 choice nodand A at its 3 time-4 choice nodes
Beliefs are ath, w1 = 7; athp, u = 0; at hs, w3 = 7.

The definition of PDE requires thagither on or off the equilibrium paftCy, mix at
time 2 which requires that it get the same expected payoff from A ardn the proof of
Proposition 1this requires thakt, mix at hy, which here impliesu; = at/(t + ak). ForL,
to mix requires = ak, because it < ak, evenCg appeases at time 4ndL, challenges at
time 3 Denote the probabilitfCs plays F at time 20 = ps = 1. On the equilibrium path
belief w1, must be derived by Bayes’ Ryl&shich here implies RstrongF at time 2 =
mPs/(mPs + (1 — 71)pw). In equilibrium 7ps/(7ps + (1 — 7)pw) = p1 = at/(t + ak),
which impliest = wpsak/(a (1 — 7)py + 7ps(a — 1)) = ak/(a — 1). In an off-equilibrium-
path PDE consistency requires that; be arbitrarily close to the belief that would be de-
rived using Bayes’ Rule from the equilibrium strategies if these were perturbed so that
L, played c with arbitrarily small positive probabilityrhis, again implies u, = 7ps/
(7mps + (1 — 7)pw), SOt = mpsak/(a (1l — 7)pw + 7ps(a — 1)) = ak/(a — 1). Thus t =
ak/(a — 1) in any PDE

Proof of Proposition 3. If t < k, evenCs appeases at time. Knowing this L, chal-
lenges at time 3so AE requires = k. As noted in the textno off-equilibrium-path AEs
exist In an on-equilibrium-path AEboth Cs andC, appease at time. Because both types
appease at time, 2he beliefat his u, = 7. Lowillonly play aif 7 (-t — k) = ~tot=
kar/(1 — 7). Given thatL, acquiesces athfor Csto play A there must be a belief associ-
ated with playing F that makes this unattracti®quential equilibrium permits arbitrary
choice of belief herel am interested in the broadest range of parameter values for which
AE is possiblelt is easy to check that, = 0 yields the loosest condition dnlf w; = 0,
L, challenges at fj resulting in a payoff foICs of maxt + t/a — 2k, t — k]. Playing A
yieldst. Thus if eitherak = t = 2ak or k =t < ak, Cs may play A Becausd., plays a at
h,, Cy will also prefer A at time 2Finally, given thatC plays A at time 2L, prefers to
challenge So an on-equilibrium-path AE exists for ahguch thak <t < ks /(1 — 77), and
t = 2ak.
For instancefor any k = t = min[2ak, kzr/(1 — )], the following will be an AE L;
challengesL, plays c at h, a at b, a at iy; Cy, plays A at all its decision node€s plays
A at time-2 and F at its time-4 nodeBeliefs are at : uy = 0; ho: o = 7; ha: us = 7.
The belief that aC who deviates from the equilibrium path to fight is “weak” might
seem unreasonabl&reps and Wilson call such beliefs “implausibi#® If, by contrastany
C that fights at time 2 is believed “strongtvhile the belief about appeasers remains
the conditions for AE are not so differemither(1) t = kar/(1 — 7) andk =t = ak, or (2)

89. Kreps and Wilson 198263
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t=ka/(1— ), ak =t = 2ak, andt = ak/(a — 1). The only change is that a range tof
fromak <t < ak/(a — 1) is excluded

Propositions 4 and 5. Because of space constraingsoofs are omitted her&hey are
available athttp://www.sscneuclaedu/polisci/faculty/treismarn.

Proof of Proposition 6. At hy, L, plays a only ifak, = t; = akouq/(@ — u1) (given
t, > 0), so the upper bound an such that_, acquiesces increases wkh. At h;, i = 2,3,
L, plays a only ifk; = t, = koui /(1 — wi) (givent, > 0). Again, the upper bound oip
increases witlk,. At hy, L, plays a(givent; > 0) only if (1) it expectsCs to play F andCyy,
to play A at time 2andt; = kyua/(1 — wg) or (2) it expects bottCs to play F at time 2
andt; = k;/(1 — w4). The upper bound oty such that_; acquiesces increases wkh.
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