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Overview We study how conditional strategic moves (threats and @mes)ican
be used either for deterrence or compellence. We then eravainous ways of
acquiring credibility for one’s commitments by (i) redugifreedom of action, (i)
manipulating future payoffs, and (iii) manipulating riskinally, we disprove the
often-made argument that to constitute a credible threagction must hurt the
opponent more than it hurts the one executing it.




1 Deterrence and Compellence

Threats and promises aoenditional strategic movethat can be used either for
deterrence or compellence, depending on what they are se@go achieve. A
threat is a pledge to impose costs if the opponent acts contraryets evishes. A
promiseis a pledge to provide benefits to the opponent if he acts iordaace with
one’s wishes. Both threats and promises are intended to mtiuine expectations
of the opponent and cause him to change his behavior. Botatthamd promises
are costly to the one making them although threats are cibstig player fails to
influence the opponent, and promises are costly if the plsiyereeds.

In principle, both threats and promises can be used forredterrence or com-
pellence. Suppose we wish to compel the North Koreans todaivetieir nuclear
program: we could threaten a punishment (cut off econondiclianited strikes on
the power plants) if they fail to comply, or promise a rewarnyést in the country,
build other plants) if they dismantle the program. Simiaif we wish to deter
them from pursuing such a program, we could try either a fpumént or a reward.
Although both could be used, in practice deterrence is ldseaed with a threat,
and compellence with a promise.

The difference is in the timing, initiative, and monitoringy deterrent threat can
be passive and static. One sets upttife wire and then leaves things up to the
opponent without any time limit. Throughout the Cold War, thé&. constantly
worried about the possibility of the USSR attacking Westeunope. The problem
was that in conventional armaments, the Red Army was muchhmstuenger than
what NATO could muster against it. A general war over Westeunope almost
invariably meant that the U.S. would have to resort to nuchesapons. The Amer-
icans could say “If you ever attack Western Europe, we shatht fback with all
we've got, including nukes.” Then they could sit back, waitd watch. Only if the
Soviets ever invaded would the Americans have to do anything

The deterrent threat can be erodedslayami tactics a strategy that takes steps
that are small enough not to activate the threatened agthat bring the player
closer to his goal. For example, the Soviets could send tamyliadvisors” to East-
ern Germany. Is this an invasion? Of course not, they arerigegm allied commu-
nist nation organize its defenses against the imperialesté¥n aggressors. Before
you know it, they bring several tank brigades to Berlin. Istan invasion? Of
course not, they are using the equipment to train said defemses. Then they
instigate a couple of incidents along the perimeter with VBeslin. Is this an in-
vasion? No, these are provocations by the imperialistshwiigmonstrate the need
for defenses, which is why we are sending a Red Army divisiengto make sure
things stay calm. They cut off the corridor to West Berlin.Hstan invasion? No,
they are exercising their right to sovereignty, which wagsd#tened by the West in
those border clashes. West Berlin suffocates and the Eastaaeroffer to begin
supplying it (while Soviet tanks are making sure nobody el get through). Is

2



this an invasion? Before you know it, the Soviets are in passeof Berlin, with
a sizeable contingent of the Red Army ready to strike. By the thou think of an
answer, you find yourself hoping they would spare Britain.

Thus, the deterrent threat had to be invulnerable to salactics, and it would
have to ensure that the Americans would actually want tooredpo an invasion by
defending Europe. As we shall see, stationing Americamsao Europe provided
a trip-wire (or “plate glass”) that performed these funaioThe presence even of a
significant U.S. force there was not enough to win a land waireg the Red Army.
However, it did ensure that if the Soviets ever decided tackitthey would have
to do so in strength that would be sufficient to overcome tfiesmes. This meant
that the Soviets would have to use such a large number ofgritah there would
remain no doubt about their intentions. An attack on the do&tingent in Europe
would be nothing less than the opening salvo in a generalltvaould shatter the
plate glass, so to speak.

This should therefore tend to discourage the Russians frsenéwgrous policies
that would probe American resolve to defend Europe (it dMhether it would
work like that elsewhere in the world was an open questiodi¢itnot). Further,
apart from making the Soviets reveal the scope of their &ggre intentions, sta-
tioning Americans in Europe would enhance the credibilityh® threat to fight
the Red Army if it did invade. As we shall see, many Europeand @@americans)
doubted whether the U.S. was prepared to go to general bhpssiclear, war with
the Soviet Union over Western Europe. If the Russians diddeyshey would
inevitably have to overcome the resistance of the Americaoes by destroying
them. It is highly unlikely that the U.S. would calmly accepé deaths of tens of
thousands of its citizens: the U.S. would be compelled totraad fight even if it
cared little for Europe itself. As Schelling put it, the page of these troops there
was to die gloriously.

Thus, stationing troops in Europe could serve as plate hagsrcing the Soviets
to come in strength, and as a trip-wire by forcing the Americi respond in kind.
Attack would be unequivocal, and defense nearly automatic.

Trying to achieve such deterrence with a promise is poss$ibteharder. The
U.S. could say something like “Every year that you do notcktdd/estern Europe,
we will provide you with economic aid.” This requires contous action which
could actually strengthen the enemy and perhaps encouragéohdo the very
thing that the promise is supposed to help avoid. Howeves,ishnot to say that
deterrence cannot be achieved through promises. A povatfuiment can be made
for improving the status quo for dissatisfied powers to suoeaent that destroying
it would not be in their interest. (You should carefully rekahn Mueller’'s chapter
on this topic.)

Unlike deterrence, compellence must have a deadline. Weotdallow U.S.
ambassador to the United Nations Adlai Stevenson who, wéldioy the Russians
that they would inform the U.S. about the movement of nucleeapons toward



Cuba in “due course,” responded by saying that he was prepansdit until hell
froze overt Quite a dramatic statement, but exceedingly bad strategy?\\Be-
cause the Soviets could procrastinate, if not until heltdrover, then until they
had their missiles in place and operational. Without a deadk.g. “tell us in 24
hours or we shall assume you are installing them and strikentmve them?”), the
compellent threat can be seriously undermined by delay.

A compellent promise can induce the other party to bring toryaitention its
good behavior. For example, we could tell the North Koreaasif they dismantle
their nuclear program, we shall provide them with econondc &his should en-
courage them to come to us with evidence of such dismantieguse they will be
eager to persuade us to fulfill our promise. (Of course, thesschot guarantee that
they would not cheat. As we see below, any evidence that theupe must be a
costly signal or we would not believe them.)

Generally, if deterrence is the goal, you would do best by simgpa status quo
such that if your opponent acts contrary to your wishes, whatdmis punishment.
This usually involves making the status quo sufficientlggaat and threatening to
make it much worse if he disrupts it. You can also promise taentakogressively
better as long as he persists in compliance.

If compellence is the goal, you would do best by choosing ast@io such that
what you do if the opponent complies with your demand becomewad. This
usually requires that you make the status quo sufficiengiyaasant and promise to
improve it if he complies. You can also threaten to make #tastuo progressively
worse if he persists in non-compliance.

The biggest problem with using threats and promises is thatrmay have no
incentive to follow through on them because they are alwagslyto the player
making then?. That is, they may not be credible. But as we have seen, if they
are not credible, they will have no effect on the expectatioithe opponent, who
will ignore and refuse to believe them. If they fail to inflwenhis expectations, he
will not change his behavior, and we shall be stuck with hguim deal with the
consequences. Thus, the art of credible commitments tatestian enormously
important part of achieving the goals of national security.

We now investigate several strategies for making commitmeredible. We
divide the discussion into three broad categories: (i) cedufreedom of choice,
(i) manipulating future payoffs, and (iii) manipulatinggk. We want to know how
one could act strategically to acquire credibility, andidwapitulating because of
the credibility of its opponent. Generally, we shall see tha strategies involve
choosing how to sequence one’s actions (that is when to aut) deciding how

IWe shall discuss the Cuban Missile Crisis of 1962 in quiteesdepth later in the course.

2|t is worth repeating that a threat is costly if it fails, andramise is costly if it succeeds. If the
threat fails, one must carry out the costly action that wesatened. If the threat succeeds, one need
not do anything. If the promise succeeds, one would havelteed¢he benefits, which is costly. If
the promise fails, one need not do anything.



costly these actions should be, or what risks to run. Finaiyinvestigate whether
the credibility of a threat depends on hurting your oppomante than you hurt
yourself by executing it.

2 Reducing Freedom of Action

The first method of acquiring credibility is to structure gituation in such a way
that you would have no choice but to carry out the action yoteliareatened or
promised. Conversely, you may attempt to maneuver the oppame a position

where it will be up to him to make the painful decision.

2.1 Constraining Choice

Limiting one’s choices in anbservableandirreversible way may help establish a
credible commitment by eliminating an embarrassing risksrad choices that tempt
one to escape the commitment. When you think about it, thalshéd problem
arises from the temptation not to carry out the action yousapposed to. If you
remove these tempting alternatives, then you would haveayoofvchoosing them.
That is, you will have no choice but execute the threat or seryou have made.

2.1.1 Automatic Fulfillment

An extreme way of constraining your choices is by ensuangpmatic fulfillment.
The idea is to remove the element of human decision from tlueseoof action
altogether. If you set up a system that automatically r&tiedi and that cannot be
stopped once activated, and if you can demonstrate to ygoorgmt that such
a system is in place and you do not have the freedom to chaagiettien your
commitment will be credible. There is no sense in risking&tioa against a system
that makes automatic decisions.

If you ever see Stanley Kubrick’s famous fil@r. Strangelovgyou should it is
very funny), you will note the so-calledoomsday devicedesigned by the Rus-
sians. This device is triggered by an atomic explosion one®aerritory. When
it explodes, it contaminates the entire atmosphere. The pmablem is that the
Soviets did not tell the Americans about it. You should wdtahfilm to see what
happens.

Obviously, even though such a commitment is perfectly d&edit can be incred-
ibly dangerous if there is even a tiny chance that thingsacgalwrong. During the
heated years of the Cold War, the United States had a stratagkept a significant
portion of Strategic Air Command (SAC) bombers in the air attialles. In the
event of a crisis, they automatically proceeded to theitidasons, mostly targets
in the Soviet Union. The danger, of course, is that if theyraitireceive the cance-
lation command (failure of communications), they woulduadiy cause war even



if a crisis was resolved. Hence, the fail-safe protocol atiog to which, planes
were to proceed first to pre-designated points around tHeedloutside Soviet ter-
ritory) and hold there until they receive an explicit commada attack. If no such
command arrived, they were to abandon the mission and r&iurase. The idea
was that if communications failed, the potential error ythaght fail because the
Russians jammed them or destroyed the command centers) Weuwde the safe
side. The filmFail-Safeis an excellent take on how things might go terribly wrong
anyway.

For example, a warning system that activates the automefendes has to be
sensitive enough to detect an attack early and not be foatedignoring a scat-
tered attack that does not rely on obvious concentrationis$iftes and bombers.
Such a warning system can never be perfect. In particuldnsifsensitive enough
to react when necessary, it will also sometimes get trighyeseinnocent events
(e.g. a stray satellite falling into the atmosphere). Evéh & minuscule danger of
such an error, the fully automated solution ensures thastis will occur with cer-
tainty. Generally, human intervention will be required $mund judgment, which,
of course, would mean that the system is not fully automated.

Automating the responsewas actually a tactic that the Russians claimed to be
pursuing for a while. Chairman Khrushchev told the Americtret it did not
matter whether Berlin was worth more to them or to the Amescdina military
confrontation ensued, Khrushchev claimed that the Soweetats wouldfly au-
tomatically The interview was published in the premier policy journBbfeign
Affairs” and caused quite a stir at the time.

2.1.2 Delegation

A somewhat more plausible way of constraining your choictoigelegate it to
someone else. It is not mechanical, but it is not in your haaither. It may help
your credibility if the agent responsible for implementthg action is less tempted
to avoid it than you are. For example, if Congress is more hstwdin foreign policy
issues than the President, the President can benefit fragatilg all responsibility
for agreements to Congress. He can then tell the Sovietsweatteough he would
love to sign an agreement very favorable to the Soviets, heatado it because it
is the responsibility of Congress to ratify it, and they (lgeivawkish) would never
accept it in this form: the Soviets must concede more.

More interestingly, a leader may constrain his choicesoypbki making it impos-
sible for him to make decisions. For example, a civilian gowegent may delegate
control of nuclear weapons to the military, which has a chagssion to defend the

3Although perhaps infeasible for national security, autberfalfiiment systems are quite com-
mon in other areas, such as trade policy. Many countriesfvagedures that automatically retaliate
with import tariffs if another country tries to subsidize #xports to that country. These usually go
under the name of “countervailing duties.”



country, may not be subject to the pressures and debateswli@ancgovernment,
and so may be prompt with their use. The French, for examptedtwith this idea
for a long time. Similarly, there were serious proposalsetotthe Germans have
direct control over NATO nuclear weapons in Europe becaleg tould commit
much more credibly to using them against invading Russiaas the Americans.
Or, one can let computers play out the warfare scenario dimgjuésh choice com-
pletely.

Of course, delegation is not fool-proof because it may beeKénd it does re-
duce your flexibility), and it may not be believed. For exaem leader used to
totalitarian mode of government may simply refuse to belithat the President is
constrained in any meaningful way by Congress. If the coimtia real and is
not believed, it may end up producing the exact insurmouatabstacles it was
designed to solve.

2.1.3 Burning Bridges

An even more plausible strategy is to eliminate the possilaf taking the tempting
action altogether. This is calldnirning bridges and comes from the ancient prac-
tice of armies burning the bridges behind them to ensurethiggt have no choice
but proceed forward.

To illustrate this idea, consider our original crisis gam#wmperfect informa-
tion, and recall that it has three Nash equilibria. Suppbageplayer 2 could move
first and eliminate the possibility of backing down, as shawRigure 1.

-5,-51,-1 -1,1 0,0 -5,-5 —1,1
Figure 1: The Crisis Game with Burning Bridge Commitment.

The initial action isB (burn the bridge) o~ B (do not burn it). If player 2
chooses not to burn the bridge, then the original crisis ganpéayed. If player 2
burns the bridge, he cannot choose not to escalate in respomayer 1's esca-
lation. Consider now the subgame that begins with player bgerat his second
information set (followingB by player 2). Player 2 will always escalate because
he has no other choice, and so player 1's best response i9teeh £ because



doing so yields-1, while escalation yields-5. Thus, playingB gives player 2 an
expected payoff of (because player 1 will not escalate while player 2 will).

Consider now the subgame that begins with player 1's movesdirbt informa-
tion set (following~ B by player 2). We know that this subgame has three Nash
equilibria: two in pure strategies and one in mixed straegiWe have argued
that for a meaningful crisis, the mixed-strategy equilibmiis the reasonable pre-
diction? Recall that this equilibrium i1, 1), that is, each player escalates with
probability 20%. Disaster occurs with probability 4%, sussion by player 1 and
submission by player 2 each occur with probability 16%, d&edstatus quo prevails
with probability 64%. Let's compute player 2's expected @éjrom this game:

U, (<é é>) = (0.04)(=5) 4+ (0.16)(1) + (0.16)(—1) + (0.64)(0) = —0.2.
Thus, player 2 could expect to ged.2 if he chooses- B, which is strictly worse
than 1, which is what he would get by choosing. Therefore, in the subgame
perfect equilibrium of this crisis game, player 2 would ckedo burn the bridge,
which would lead to the capitulation by player 1.

The core idea is to make the tempting option unavailable ta ybhus, when
Hernan Cortez landed in Mexico, he beached his ships to etisatr¢he soldiers
would have no way of retreating, which would cause them ta faghhard as pos-
sible. During the last months of the Second World War, theadape resorted to
kamikazeattacks: the planes only took enough fuel to reach the Ameships, in
which the pilots were supposed to ram them. In the less vi@igna, the common
European currency (the Euro) is a similar commitment devimemaking aban-
donment of the Union exceedingly costly, it ensures thap#récipating countries
would work hard to make it work and would comply even with gairdecisions.
In fact, it was precisely because of this high level of connmeint the Euro created
that Great Britain chose to stay out of the monetary union.

Alternatively, one could try to make tempting options a&hié to one’s opponent
in the hope that he will make use of them. That is, while you mvapt to burn the
bridges behind you, you definitely do not want to burn thede&lbehind your op-
ponent. As Xenophon observed during his march with Greedps@cross Persia,
in battle you want to leave your opponent a way out: when thges tough, he will
take it. In other words, we are applying the logic to the oggudn The same thing
that would cause us to renege on our commitment would cansdéchrenege on
his. Hence, giving him a graceful way out eases our task: ikme@v that he can

4The analysis that follows can be done for the pure strategghNguilibria as well. Suppose
players expect to play theF, ~e) Nash equilibrium: that is, player 1 escalates and playeresdo
not. The expected outcome for player 2 will bé. This is strictly worse than, which is what he
would get by playingB, and so burning the bridge is optimal. You can see that ifgregxpect the
equilibrium (~E, e}, then burning the bridge is just as good as not burning it isostill optimal to
burn it.



back down because we have given him a loophole, and if he ktisatsve know,
our threat to press him becomes credible.

Although this makes straightforward sense and seems ohvpmople often get
it completely wrong. Just look at the famollisad by Homer (now a major mo-
tion picture directed by Woflgang Petersen). Much of the bomkcerns repeated
attempts by the defending Trojans to burn the ships of thexdiimg Greeks! Instead
of encouraging the Greeks to leave, accomplishing thisiamsgould have caused
exactly the opposite. You want to burn your bridges, but yfierowant to build
many for your opponent.

2.2 Relinquishing Initiative

Relinquishing initiative saddles the opponent with the fadichoice of making the
last step that results in disaster for both. If he has a chamback down, he will
take it. Therefore, it is crucial not to maneuver the oppomeo a position from
which he cannot retreat. In particular, if the opponent hasaged to preempt you
and constrain his choices, relinquishing initiative auatically leads to disaster.

Consider a highly stylized example of the Cuban Missile CPsister finding
out about the Russians secretly placing nuclear missiles bmChe U.S. consid-
ered several options, from the mildest (quarantine, wtaathat got implemented),
to progressively more dangerous and escalatory ones, likeitad air strike de-
signed to take out the missile sites, a massive air striketegan a land invasion.

The quarantine stood apart from the more military respomstesms of who had
to take the next escalatory step. Suppose the U.S. can chebseen a military
action,(M), and a blockadé¢B). If it chooses the military option, then the USSR
can respond by fighting or not. If it fights, a war results whaoth suffer greatly.
If it does not, the U.S. wins and the USSR loses a lot. In faatalise of failing to
respond to a direct military challenge of the rival superpowt loses more than by
fighting a limited engagement over Cuba.

If the U.S. picks the blockade, the USSR can choose whethantd or not. If
it does choose to run it, the U.S. can decide whether to feitlze military option
or not. Again, if the U.S. fails to respond militarily to da&eSoviet challenge, the
Soviets gain and the Americans lose badly. If it does respead results. If the
USSR does not run the blockade, the Americans win concesgiom them.

We solve by backward induction. Given blockade and the $®viening it, the
U.S. prefers to fight. Given that the U.S. would fight shoulkelythun the blockade,
the Soviets prefer not to run it. On the other hand, given &amyl action by the
U.S. the Soviets prefer to fight. Given that the Soviets wdiglat a military action

SWarning: this is highly stylized. As we shall see later om fiioblems with choosing the right
strategy were incredibly complicated and involved mucherthan what is presented here. This is
just an illustration.



—-10,—-10 —15,5
Figure 2: A Stylized View of a Missile Crisis.

but would not run a blockade, the U.S. strictly prefers toasga blockade instead
of risking war.

Of course, this is a very simple setup that does not do justiceany other con-
siderations that went into the frenzied weeks of Octobe21%wever, the basic
feature is clear: Imposing the blockade shifted to the Sdvi@on the responsi-
bility of making the escalatory step that would have reslitewar. Note that we
havenot assumed that the Russians would not fight if challenged. Oodhgary,
we assumed that both the Russians and the Americans wouldfftgety had to!
However, saddling the Russians with the choice to initiagenthr conferred a great
advantage on the U.S., causing the Russians to back down.

The U.S. relinquished initiative. Instead of initiatingetimilitary strikes (and
thereby ensuring an automatic reprisal by the Soviets)JtBe put up the blockade
and let the Russians take the initiative in running it. Haviegn maneuvered in
this position the Russians had no choice but back down orastaatr.

2.3 The Dynamics of Mutual Alarm

The most important limitation of using these tactics (adiden making actions
truly irrevocable and observable) comes from the very meishathat generates
their credibility: Your inability to do something else angoad incurring the costs.
Decisions in international crises are made under interesspre, and without knowl-
edge of the exact actions (or intentions) of the opponents fifeans that irrevo-
cable commitment always carries the real danger that ditieeopponent will not
see it in time or will see it only after having himself made mi&r irrevocable
commitment. Because there is a race to pre-empt the oppotiténgour own irre-
versible commitment, there is a huge incentive to do it asldyias possible. This
holds both for you and your opponent, and so in the rush you loaély become
committed to a course of action you both want to avoid.

Here’s an example from the July Crisis of 1914 that led to thistFVorld War.
Mobilization is the process through which a country geargaupvar. It involves
calling the reservists, arming them, and transporting thethe front lines along
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with piles of equipment, food, fuel, and support personiébbilization is enor-
mously complicated and every country has carefully prepptans on how to exe-
cute its own. It is also terribly expensive because it ineslaot only removing men
from their jobs but also disrupting commercial schedulesadivays and, in more
modern times, aviation.

Once mobilization is under way, it is hard to stop, and neianjyossible to restart
if stopped. Once completed, it cannot be maintained indefyniOnce its resources
and armies are mobilized, a country must use them or lose. thidiat is, nobody
can afford to field armies without action for a long time. Thecks either get used
or the soldiers must be sent home.

This momentum implies two things. First, a country is vuliige if it stops its
mobilization midway before it is completed because thelteguchaos makes it
next to impossible to restart the process quickly. If it stdpen, an adversary could
use this opportunity to strike. Second, once mobilized anttgtbecomes a great
menace to its potential adversary because it must eitlike sir demobilize. This
brief window of opportunity makes it hard to negotiate aslge a way out of the
crisis.

Now think about the combination of these two effects. A coptttat begins mo-
bilization will be extremely dangerous to its adversary @nwobilization is com-
pleted. However, it is also extremely vulnerable during itimdition and in the
event it stops the process. Knowing that it will eventualwé to face the fully
mobilized resources of this country, an adversary mighebepted to strike sooner,
making the crisis even more unstable. (Crisis stabilityrsete the likelihood that
the crisis would end up in war.)

Let’s look again at that fateful summer of 1914. Austria-gary had issued its
ultimatum to Serbia and it looked like it would go to war wittetlittle Balkan state.
The Russians faced a dilemma. They had to mobilize to threlageAustrians suf-
ficiently to prevent them from finishing off the Serbs. A fulbbilization, however,
would also threaten Germany and perhaps provoke it into Ity itself.

The Russians did have plans for partial mobilization in thelsavhich is exactly
what they needed to threaten the Austrians only. Howevee started, this partial
mobilization could not be converted into full mobilizatitkecause of the way the
railroads were scheduled. This was a problem becausetimgtipartial mobiliza-
tion, while not threatening to Germany, would expose the Russto a German
attack. The Russians had to trust the Germans not to expi®ibgiportunity.

Or they could hedge against it and order full mobilizatiostjun case. But full
mobilization is preparation for total war and Germany’sctemn was, of course,
to mobilize itself. Germany also faced a dilemma. The Russvegre allied with
the French and if Germany attacked Russia, it would find itsgkiting on two
fronts when the French, in accordance with their agreemsittsthe Russians,
attacked from the West while Germany was engaged in the Baiseven without
the alliance, Germany had reasons to fear that France nsglthe opportunity and
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try to regain Alsace and Lorraine which she had lost afteRtaaco-Prussian War
of 1871.

At any rate, there was a real danger that if Germany mobil@etithrew all its
forces in the east, the French would attack across its edpasstern borders. The
German high command believed that finishing off the Frenchlevbe quicker and
easier than defeating the Russians, and so in an event of a kaRwssia, the
German war plans called for a surprise attack on France firgse mobilization
plans, just like the ones of the Russians, were also impesthleverse once put
into motion, and so the Russians ordered full mobilizationaddear that Germany
might exploit a partial mobilization, the Germans mobitiZer war against France
out of fear that the French might exploit their potentialnerability. To make
matters worse, Germany’s plans for France required theicapft the Belgian city
of Liege with its major railroad junction. The Belgians hadcldeed neutrality
but were expected to mobilize when Germany did, just for sgcpurposes. This
would make the capture of Liege very difficult and would, & Wery least, delay the
thrust into France putting the German operation in jeopakdya result, the German
plan was to attack Belgium by surprise within two days of stgrto mobilize. For
Germany, more so than for any other country, mobilizatioramevar and there
was no time to backtrack without incurring serious tactaishdvantages. Britain
was the guarantor of Belgium’s neutrality, and such an attemkld certainly help
the British government bring the country into the war agadstmany. The war
was destined to become at least European in scope.

The military doctrine at the time emphasized speed of mzdtilbn and surprise
attack. It was believed that the country that could finishmtsbilization first and
attack its opponent before the latter was ready could gaigrafisant advantage
and perhaps even win the war. This creates an awfully dangesituation. A
statesman who has the military instrument at the ready aod&that he must use
it or lose and who further knows that his opponent is in theesaosition, faces a
fateful decision where hesitation to strike first may meatonal defeat.

Notice how this provides a motivation for war quite aparnfrdas other causes.
This one is mechanical, it is produced by the military tedbgy of coercion and
planning. A vulnerable military force provides a temptatio the enemy to strike
until this window of vulnerability exists. Therefore, a merable military force
cannot afford to wait and must attack first.

If striking first carries such an advantage, the other sidg thiak that you want
to do it even if you really do not. But if it thinks you might dq then it is tempted
to do it first even though it may not want to do it. But if you kndat it might
be tempted in this way, you now think that it might strike, aedyou might prefer
to strike first because you think that it would do so anyway.hBuftyou provide
each other with justification to strike first. These inteiragtexpectations produce
a chain of the now familiar logic: he thinks that | think that thinks that | think. . .
he thinks that | think he will attack, so he will, so | must.
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The end result is war that neither may have wanted, an adeidear that is
not due to some mechanical failure but to the expectaticatssthift in such a way
due to the constraints of technology that both sides becamerced that war is
inevitable, making it truly inevitable in the process. In aywbecause technology
commits the players to following certain strategies, thegyrbecome victims of
circumstance and make the fateful decision to start fighaigmn though they would
rather not.

It is the fear of surprise attack that influences expectatiarthis way, and this
fear is generated by one’s own vulnerability and that of gpanent. Especially
that of his opponent because what generates the escaletipgacity of fear is the
expectation that because the opponent is vulnerable, hat stigke first.

We reach the somewhat paradoxical conclusion that to iseredsis stability
one must work talecreasehe vulnerability of its opponent’s military forces. But
compelling one’s opponent requires destroying a signifipartion of these forces,
which makes it desirable increasetheir vulnerability. Herein lies the problem: An
action that is designed to reduce the likelihood of war matkesre difficult to win
the war should the war occur. Conversely, an action that asae the likelihood
of war also makes it easier to win the war. You can see how agptustate would
probably hedge against losing a war and will choose a syaiethe second type,
making crises less stable and far more dangerous.

Still, during the Cold War, the two superpowers pursuedeadyias that decreased
the vulnerability of the military forces and increased ténerability of the civilian
population, thereby providing powerful incentives notdaonp the gun in a crisis.
Once each side acquired second-strike capability, the farautually assured de-
struction (MAD) began. Each country could absorb a firsksthy the enemy and
then return a devastating counter-blow.

Acquiring this capability involved (a) building a lot moreissiles—what some
people mistakenly called “overkill” in the belief that ontlee U.S. had enough
nuclears to blow up the Russians it was unnecessary to buité,ncompletely
missing the point that the relevant quantity was not thd tatenber of nuclears but
the number that could survive a surprise attack by the Russ#and (b) rendering
the existing forces invulnerable to enemy bombs. The sestradegy involved
dispersing of missile sites and bombers, hardening misitale, and, once it became
technologically possible, placing nuclear weapons on t@adgtect submarines.

In addition to making their military forces less vulnerallge two superpowers
made their civilian populations more vulnerable when thgnead not to build anti-
ballistic missile systems (ABMs). This venerable treatyspgted until George W.
Bush unilaterally withdrew the U.S. from it. The purpose, boar gruesome, was
to supplement the stability-inducing invulnerability dfet military. If you have
second strike capability and your enemy’s cities are valbley, then your enemy
is unlikely to attack you first by jumping the gun in a crisis. tBuyour enemy is
unlikely to launch a surprise attack, then you have no re&sdsunch one either,
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and so crises become much more stable.

2.4 Severing Communication

Also note the requirement that these commitments be olsertsg the opponent.
One tactic to undermine such commitments is therefore yngubff communica-
tions and making yourself unavailable to receive the thréé have all used this
strategy when screening calls from people we do not wantkddaWe know that
if we pick up the phone, common courtesy would compel us tdevesveral min-
utes, which we really want to avoid. It would be rude to anserdy to cut them off
in mid-sentence with “Ah, it's you!” followed by a click as wadisconnect. Most
of us simply screen our calls and pretend we are not avai(@ablacceptable excuse
not to answer).

This works at the international level as well, although irsttlay and age it is
becoming more and more difficult to make yourself scarce. {@enshowever,
the following example from the height of the Second World WBulgaria was
ruled by King Boris Ill, and was allied with Germany. Bulgariasvalso home to
50,000 Jews, whom the Germans wanted deported and extéechililkee the oth-
ers throughout the conquered or allied territories. The &uégs did not like the
idea a bit, and this included the Christian Church and the Kiinys, once the de-
portation orders arrived from Berlin, the Church organizeshdestine evacuations
of the Jews from the cities and dispersed them among othesrdiy Bulgarians
throughout the country. When the government forces, delayegurpose, finally
began scouring the cities for the Jews, they did not find anjga@ians innocently
claimed no knowledge of any Jews living among them. The Gesh&came out-
raged and tried to strong-arm the King into pursuing depiorianore vigorously,
like a real ally. The King, however, was nowhere to be found.hdd disappeared
in the woods, “hunting,” for two weeks until every Jew wasedathidden. “Un-
fortunately,” he was not available to receive the Germaedtw in time, and when
he emerged, he could pursue the policies fully with absblute consequences for
the Jews. Bulgaria ended up as the only belligerent with afgignt Jewish pop-
ulation that saved it from extermination during the SecoratldAVar even though
Germany exercised serious control over the country’sraffai

3 Manipulating Future Payoffs

Another general way of acquiring credibility is to changeiyown future payoffs
such that what was not in your interest to do, becomes opfiamal therefore cred-
ible).

5Denmark also managed to preserve its 1,000 Jews througttlgldifferent tactics.
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3.1 Reputation

Reputation is a concept often bandied about by policy-mak&sswe shall see,
much of the American (and Soviet) behavior during the Cold Was driven by
reputational concerns: each superpower felt compellectoomstrate its resolve
and superiority to the other and to the audience of uncorachiither states. The
fall of one country under communism was interpreted by U@icp-makers as
a dangerous sign that the Soviets were on the move, but, ahdpggemore impor-
tantly, that it would seduce others to follow in the wake @ &pparently triumphant
communism. The idea was to react in a way that would demdgestrahe rest of
the world that the Americans were taking things serioustyg that they were pre-
pared to incur significant costs in the defense of theiralbiefriendly regimes. In
other words, the U.S. wanted a reputation for toughnessrasthiorthiness.

Acquiring reputation is a strategy that allows one to redtre the future payoffs
in a way conducive to making commitments credible. For eXamip may not
be worth the expense for the U.S. to defend Kuwait from Iractlie sake of the
Kuwaitis or West Berlin from the East Germans for the sake efdtiner Germans.
A threat to use costly force for such a purpose can be disthiasencredible.
However, if the U.S. manages to convince Iraq or the USSRitltansiders such
defense a matter of reputation, it just might work.

It might work because the U.S. would be telling its opponehts it expects
grave consequences from the failure to act: not only the ifgebity negligent) loss
of the current prize at stake, but future losses resultiognflosing the reputation
for being a trustworthy ally. Thus, the relevant calculati® not between this loss
and the costs of avoiding it, but between these costs an@anstof future losses
in addition to the present one. This may well tip over the -timstefit balance and
make it rational to bear large costs today to avoid even tdogses in the future.

For such a tactic to work, the players must care sufficiertityud the future, the
interaction must be expected to continue for a long periotihe, and reputation
must carry over into related areas. These are all prettyditfio achieve.

3.2 Salami Tactics

Sometimes it may be possible to divide a single large ganeeairsieries of smaller
steps, none of which carries excessive risk by itself. Teaid to proceed slowly
and allow for the reputational mechanism to kick in. As opgs demonstrate
with each successive step that they can be trusted not tgeenmetheir promises,
their mutual confidence in the successful resolution of datbwing step in-
creases.

That is one reason you often pay in installments for ongomogepts. This is also
why the IMF distributes its huge loans in tranches, and ricatadnce. The loans
have conditionality provisions attached to them that makeassive disbursements
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contingent upon satisfactory implementation of desirednom@conomic policies. A
country that receives the entire loan in one lump sum is mes$ likely to follow
painful IMF demands as faithfully as a country whose addaidunding depends
on meeting such conditions.

Of course, this momentum becomes increasingly difficultustain as the end
of the game approaches. Here is a very famous example thatndémrates what
happens when we carry this to its logical extreme. The garkégure 3 illustrates
the problem. It is a hypothetical description of the MiddiesEproblem: Israel is
relinquishing territory in exchange for security from Psigians.

I ¢ P ¢ I ¢ P ¢ I ¢

5,5

1,0 0,2 3,1 2,4 6,3
Figure 3: The Land for Security Trade-off Game.

The game begins with Israel in possession of the land. It baose to stop the
peace process) or continue it ¢). If it continues, it gives up some land and the
Palestinians decide whether to stop the process with thikitetimeir possession (in
which case Israel is worse off because it gets neither landewurity) or continue it
and abandon some of their terrorist activities. If they ocurg, Israel benefits from
reduction in terrorism, and gets to choose again whetheoritiraie or stop. This
continues until only one piece of land and very few terrarigimain. This is called
the “endgame.” At this point, Israel can benefit more fronpptog the process and
simply capturing the remaining terrorists than concedirgglast piece of territory.

Solving this game with backward induction tells us that ia #ndgame, Israel
would prefer to retain the territory and go after the tests; so it will choose.
Given this outcome, the Palestinians would strictly prédestop too because they
would avoid giving up additional bargaining leverage foliethisrael is not going to
reciprocate. Stopping at their second node yidlagich is better than continuing
and getting after Israel plays in the endgame.

But since the Palestinians are expected to stop the procéssirasecond infor-
mation set, Israel will not continue past its own secondrmiation set, which in
turn makes the Palestinians unwilling to reciprocate ekeriitst concession, which
in turn renders the Israelis unwilling to even offer it. Thaique perfect equilib-
rium of this game involves all actors playingt each of their information sets. The
equilibrium outcome is that the process does not even geedta

The endgame effect can be very strong and persistent. The axample just
demonstrates the extreme case, of course. In reality bd#s svill be eager to
see some progress made because they are unsure about thie@atoves of the
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opponent. Under these conditions, one would expect theak&od couple of steps
forward. But as the endgame approaches, it will become isorgly tempting to
preempt the opponent by stopping first. Although it is difi¢a say which side
will be the first to terminate the process, we can be fairlyaserthat the process
will end before it gets a chance to go to its last part.

While giving up the territory in one fell swoop may be utterlyraasonable from
Israel’s standpoint, proceeding in smaller steps, whiteeband more likely to yield
some results, will still fall short of ensuring that the pess will go through to its
conclusion. Generally, the closer the endgame, the morptézhare opponents to
preempt each other.

3.3 Irrationality

If I can convince you that | am irrational or stupid and therefcannot understand
your commitment, | render myself immune to your threats aml lvecause you
(being the rational and smart one) would have no choice btk dawn. Children
often understand this much better than adults. A kid pretenid be dumb or not
hear is simply implementing a pretty good tactic of makingéelf unavailable to
receive information about your very credible commitmeiat is not in its interest.

This idea ofrational (strategic) irrationality is not limited to children. Presi-
dent Nixon, for example, once remarked to his National SgcAdvisor and later
Secretary of State Henry Kissinger that it would be good ler Russians and the
North Vietnamese to think that he was “out of control” and eald use the nukes
if an agreement on peace is not achieved soon. This was anpatte escape the
rational logic that precluded the use of nuclears in suchriplperal theater. It did
not work (not that Nixon was entirely sane).

Motives for irrationality that get used frequently with ialsle success abound.
Appealing to honor is a way to claim that you will deliver thetian threatened or
promised even if you are tempted not to do so. Naturally, oag i@ undermine
such a strategy is to allow your opponents graceful ways w dat of commit-
ments. You are, in effect, destroying the grounds for appgdb honor. If no
honor was tarnished by the exchange, there is no need toddigfen

4 Manipulating Risk: Brinkmanship

Sometimes, a threat is simply too big to be credible. Twaegias share an un-
derlying logic between themselves. One is theeat that leaves something to
chanceand the other is the strategy Inited retaliation. These strategies de-
pend on the willingness of the players to runisk of undesired and unintended
consequences

Imagine a chess game. You are playing the Whites and | am gladlgan Reds.
The game, as usual, can end in win, loss, or a draw. Howevempowemodify the
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game by adding a fourth outcome call@idaster which is strictly worsédor both
playersthan simply losing the game. For example, if disaster ocauesboth pay
hefty fines to a third party.

The new rules specify very clearly what causes disastercifsgaly, if either
player has moved his knight across the middle of the boardttdther player
moves his queen across the middle, then disaster strikegdinmtely. It does not
matter whether the knight or queen are moved first.

How would two rational players play this game? One thing weted for certain
is that it will never end in disaster because this outcoménays under control of
the players and they both have incentives to avoid it. Thestiés outcome can only
occur if some player deliberately makes a move that endsdhegccording to
the new rule. Since disaster is the worst possible outcomegtional player would
ever make this move.

This is not to say that the knights and the queens will stayheir side of the
board. Indeed, because of this certainty of disaster onatstenhove, players can
use strategic moves that exploit the situation for its ighercredibility. If I, for
example, am the first to move his queen across the board apdtkbere, you are
effectively deterred from moving your knights across. Asgas the queen is on
that side, | have credibly committed to threatening you witbaster should you
move the knights across.

In fact, | am threatening you with something that you wouldsmshould you
take the proscribed move. The consequences follow autoatigtand | am unable
to do anything about that. To wit, | am threatening you withar that you start!
As before, disaster is unpalatable to both, and even if iewsore costly to me
than to you, the threat would still be effective as long asrymsts are sufficiently
high compared to the other possible outcomes, and so youlvetilllbe deterred.
| have successfully relinquished the initiative to you, @nd you who gets to be
embarrassed by the multitude of choices at your disposal.

The virtue of this modified game is that the rules are completiear and it is
always known with certainty who has committed and who hadakemove that
avoids disaster or causes it. In real-life, of course, thiage not as clear. We
don’t always know (or can even calculate) who would be thetasove. Certain
situations create their own escalatory logic that mightwblg in both our faces
with neither really intending it.

4.1 The Threat That Leaves Something to Chance

We now modify the modified chess game. We keep disaster ogtemchamend the
rule to say that should the necessary conditions occur eeeefells a die and if six
comes up disaster occurs. If the die shows any other nunfigegaime continues. If
the conditions still exist after a player makes the next mdwe die is rolled again,
and so on. That is, every time the conditions are met, theaeoise-sixth chance
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of disaster. (In our language, we transform the necessalgafficient conditions
into ones that are only necessary but not sufficient.)

This is now a very different game indeed. In particular we easily imagine
circumstances where knights and queens would move to thentyirside of the
board, creating ahared risk of disasterlf, for example, you move your queen
across, | can try to compel you to move it back by deliberaggfcing both of
us in a risky and dangerous situation. | can move my knightsscand at every
turn while the situation persists we both risk a one-sixtibability that we end up
badly. If you lose your nerve before | do, that is, if your wiiness to run risks is
not as high as mine, | win because you would retreat.

Notice how different this is from before. In the original mifchtion, whoever
moved his relevant piece across the board first won. There meeimaginable cir-
cumstances where we would both have the queens and thekoighthe “wrong”
sides of the board. The reason for that, of course, is thatfeat is extremely
effective: in fact, its fulfilment is completely automateg the rules.

In the modified version of the modified chess game, howeves,cirtainty is
gone. What's more interesting, players are able to threaem@ther with a disaster
that would hurt both. This was not a possibility in the ormlimodification because
once someone commits, the other cannot pressure him tatrélyehreatening to
move his chess piece across too. The certainty of disagtaresithat no such threat
can be credible. In this version, on the other hand, suctathiean be made and
probably will be made.

You can apply the technique of constraining your own chotoethis environ-
ment as well. For example, suppose you have moved your queessaand | want
to compel you to move it back. However, you are much more vesiothan | am
and we both know it. If | can bring myself to run the risk of diter at least twice,
however, | can win nevertheless: | move my knight acrossetheplacing us both
in jeopardy. However, since | know that in the war of nerves wdll probably win,
| then move another piece such that it blocks the knight’s laagk. Now | cannot
retreat even if | wanted to and it is up to you to do somethingetieve the risk.
If | can commit myself to continue to run the risks and makecte you that you
are the only one who can diffuse the situation, you would hravehoice but back
down and retreat.

"You can also think of a variant witkscalating riskf disaster. For instance, if the conditions
still exist after the move following the first roll, the die islled again, and if either six or five
comes up, disaster strikes. If the conditions still persistnext time, the die is rolled again, and
disaster occurs if six, five, or four comes up. In other worl&ry next time the conditions for
disaster are met, the risk of suffering it increases by dxtéxs Clearly, the sixth time the die is
rolled, disaster will strike for sure. This increases pueson the players to remove themselves
from the situation. Of course, the player who has to make ttreerbefore the sixth roll essentially
faces certain disaster unless he defuses the situation kBawing that, he has every incentive to
move his piece into a position from which it would be impossiio retreat. If the pre-commitment
succeeds, the opponent will be forced to back down even ifvghed have taken a high risk in the
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The strategy of taking your opponent to the brink of sharedster and com-
pelling him to turn back first. Schelling calls it “manipulag the shared risk of
war” and it really involves the deliberate creation of rislat can only be relieved
when the opponent takes an action that suits your purposggnBanship is a war
of nerves, it is about risk-acceptance and fear more thanabout cool rational
calculations.

Why don’t we just threaten with something certain? Why “sinigseate arisk
that somethingnay happen? Threatening with too big a stick can be a problem
because it may lack credibility. For example, consider thgimal modification of
chess. Suppose you move your queen across and | verbalptethat unless you
retreat | will move my knight and we both end up with the disaiss outcome.

We have already seen that it does not matter whether thisimatburts you more
than it hurts me. As long as it hurts me sufficiently (and itslbecause according to
the rules it is even worse than a loss), my threat will not leelitie. You obviously
cannot avert the disastiérl make the final move. | know it. You know that | know
it. And | know that you know that | know it. We also both know tlitais up to me
to make the fatal last move. You can just sit smugly and sntileewhile | rail
against the rules being stacked in your favor, the world dpewid and heartless,
and nobody caring about my predicament. None of that woulgl bécourse. You
win and we both know it.

A similar problem occurs with threatening massive retadiain response to con-
ventional military infractions. The stick is too big and tdangerous to be believ-
able. Even when the United States had first-strike capabilény wondered if this
nation could use the nukes for a third time with impunity anthvotal disregard
of the extent of the threat they are supposed to diffuse. I&agoviets invade some
dinky little third world country with a population of 1 mithin. Can the United States
threaten to blow up Moscow (population of 10 million) in ledion? Probably not
and the Russians knew it. The gun is too powerful and so thatttoeise it is not
credible.

Recall our hypothetical escalation game. The solution waisftr anyp > 0.8,
the defender would never resist. This upper limit is the déée’s tolerance for risk:
only if p < 0.8 would the defender be willing to resist and risk war. Of ceui$
we put different numbers for the payoffs, we will get diffetdolerance levels.
However, the principle would hold: a threat is “too large take” if the probability
of it going wrong is above this critical limit. In this gamdaet defender’s threat “I
will resist if you escalate” is too large, too risky, and tazstly to make.

When it is not possible to threaten credibly because theragtmuld hurt you
too much, you can threaten with thisk or probability that the action would be

fifth roll, and so on. Again, this becomes a game of preemptigno will maneuver first into a
position from which it will not be possible to extricate wiittthe time-frame? As you can guess, if
players misjudge the time-frame they think they have or tenter-moves of the opponent, such
tactics may make disaster certain.
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carried outdespite your best intentions to avoidlncertainty, so the speak, scales
down the threat (you will read about this in Schelling’s badkere he talks about
randomized threats).

Let’'s consider our hypothetical escalation game, but ime tet's suppose that
resistance is of a probabilistic kind. Instead of leadingedaain war if the chal-
lenger defies and attacks, it produces a probabilitthat war would occur, with
0 < w < 1. Thus, choosing sets up a Russian-roulette in such a way that if the
challenger chooses to attack, war occurs with probahilignd does not occur with
probability 1 — w (in which case the defender would capitulate). This is a ggne
case of the escalation model where= 1.

The expected payoffs would he(—15) + (1 — w)(10) = 10 — 25w for the
weak challengerw(-5) + (1 — w)(10) = 10 — 15w for the tough challenger,
andw(—15) + (1 — w)(—10) = —10 — 5w. To simplify analysis, we shall ignore
the first (escalation) move by the challenger and suppogettibachallenge has
occurred, and sa denotes the defender’s belief that his opponent is tougle Th
modified game tree is shown in Figure 4.

10 — 25w, —10 — 5w

—10, 10

10 — 15w, —10 — 5w

—10, 10

10,—10
Figure 4. Escalation with a Probabilistic Threat.

We begin by backward induction. The tough challenger witl ge— 15w if he
attacks, and-10 if he does not. For any value af between 0 and 1 (recall that
w is a probability, so it must be some such value), attackirgjristly better, and
so the tough challenger will always attack, as before. Ia tlaise, the defender’s
expected payoff from resisting will be10 — 5w < —10, and so the defender will
not resist if he believes he is facing the tough challenger.

The calculation is a bit different with the weak challendéot attacking is better
than attacking i=10 > 10 — 25w, or whenw > 0.8. Thus, the brinkmanship
by the defender must contain at least 80% probability of wdrerwise it will not
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compel the challenger to capitulate even if he is weak. Téwsel bound onw is
the effectiveness conditior(In our original modelw = 1 satisfied this condition
and weak challengers were certainly compelled to capéylat

What is the defender’s best response? Let's assume thateiigts, the weak
challenger will be compelled to back down, andwso> 0.8. Resisting ends in
war with probabilityx (because the challenger is tough and will attack), and ends
in capitulation by the challenger with probability— x (because he turns out to be
weak). The expected payoff from resisting is:

Up(r) = x(—=10 = 5w) + (1 — x)(10) = 10 — x (20 + 5w).

The expected payoff from not resisting+20. Resisting is better than not resisting
whenever:

Up(r) > Up(~r)
10 — x(20 4+ 5w) > —10
4(1 —
< —( x)'
X

w

Thus, the condition for the defender to make this probalalibreat isw < 4(1 —
x)/x, otherwise the threat is still too big. This upper bound:ois then theaccept-
ability condition Notice that the beliet enters this formula: the larger the chance
that the challenger will attack, the larger the risk of waug g&o the smaller the risk
that the defender finds acceptable.

Recall that the original escalation game is equivalent te tme withw = 1.
We now show that there are circumstances when the defenddd wesist with
a probabilistic threat but would not resist with the certdireat in the previous
model. We know that any > 0.8 will compel the weak challenger to capitulate.
That is, anyw > 0.8 will be effective. We further know that any < 4(1 — x)/x
will make the threat acceptable to the defender.

The question then boils down to finding conditions under White threat to
resist is both acceptable and effective. That is, what rarigeeliefs about the
challenger would enable the defender to use the probabiliseat? What would
the defender do ik = 0.40? The upper limit would bev < 6, and so the defender
would be willing to resist with a risk betweén8 and1. What would the defender
do if x = 0.90? The upper limit would bev < 0.44. That is the only acceptable
risk would be a threat that would produce war with probaplkiss than 44%. But
such a threat would be ineffective because to compel the wiealenger, it would
have to run the risk of at least 80%. In this case, the defendald not resist.

These two cases represent the optimistic and pessimisti@gos, as before, and
So it is not surprising that the defender resists when optimand does not when
pessimistic. It would appear that little is added by considea probabilistic threat
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with w < 1 compared to the original escalation game witk= 1. But appearances
can be deceiving.

Suppose now that = 0.83, that is the defender thinks the challenger is tough
with probability 83%. In our original escalation game, fatygp > 0.8, the de-
fender capitulates in the pooling equilibrium because tiredt to resist is too
big. With a probabilistic threat, the largest risk he would here would bey <
4(1 —0.83)/0.83 = 0.82. That is, the acceptable level of risk must be less than
82% chance of war; if the risk is smaller, the defender woeklist. But note that
a risk of 80% is effective because it is sufficient to compelweak challenger to
back down. Therefore, the defender can run a risk of, say, &hbresist for sure.
This would work for the weak challengers.

We conclude that there are situations where playing a giyatéh a probabilis-
tic threat can help. This brinkmanship strategy is danggroo doubt about it,
but it may prove helpful. It should be obvious, however, et range of beliefs
where it would be useful is fairly narrow. For example, in oase the effectiveness
condition constrains to exceed 80%. The acceptability condition then becomes
4(1 —x)/x > 0.8, orx < 83%. Compared to our original escalation game, the
defender capitulated for gl > 80%, and ran the risk of war for everything smaller
than that. Here we have managed to extend the range withpitletion by a
mere 3%. Of course, these numbers do depend on the exactqdydfstill the
expansion is not very dramatic. It may, however, mean theréifice between a
huge gain and a miserable loss in the high stakes of worldigmlilf, by using the
probabilistic threat, we can do better even by 3%, it is m@ho sneeze at.

The risk of carrying out the action in spite of your own attésnfp prevent is
inherent in many complex situations. First, you may simpBkean error in as-
sessing your opponent’s freedom of choice and intentionayldd the opponent
cannot or would not back down. In any case, the risk of misg@ron is clearly
present. Second, and more interestingly, the threat magred out even when it
should not have been. Maybe your opponent backs down butebgéa have the
chance to stop it, events are set in motion that lead to disasyway. Brinkman-
ship is a slippery slope, maybe at some pointitis no longesibte to avert disaster
and nobody is quite sure where this point really is. Thastthird possibility: we
both may become committed to the escalatory steps withaart zalizing it and
may not be able to escape them evewéfboth wanted t8

The threat that leaves something to chance (very aptly npdegsbnds on creat-
ing this shared risk of disaster. Once created, the playegage in a competition
in risk-taking in the sense that the outcome depends onveesold nerve.

8]f you have not seen the filrRail-Safe | absolutely recommend it. In it, the Americans and
the Soviets become committed to escalatory actions thalt ieglisaster with neither side wanting
it and both trying to help each other avoid it. What begins agudime day and a small technical
mishap turns into a global disaster. See the original filninwienry Fonda and Walter Mathau not
the recent George Clooney remake.
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We now examine two claims often made by analysts and showhé@mtiogic has
important gaps in it.

1. “A state willing to run the greater risks will prevail.”

Paradoxically, it is not always the side with the most resawsteely nerves
that prevails and succeeds in getting the other one back.dtwwou think
about this a little bit, you will probably remember the siing game we
analyzed. The difference in behavior between tough and wgss came
from the uncertainty of the defender about which type it wasnfg. The
weak types try to bluff and exploit this uncertainty (and tleéender’s desire
to avoid war). The same can occur with running risks: a chghke may
not be as resolved as the defender kndw it for a fact but as long as the
defender is unsure, he can be exploited by a bluffing stratgdgast up to a
point. Thus, contrary to the often asserted conclusionttiestate “willing
to run the greatest risks will prevail,” a state that may lss illing to run
risks may still come out victorious in such a confrontation.

2. "An increase in the resolve of the defender should makdesigers less
likely to escalate.”

The logic seems straightforward: if the defender is moreltgs, he is more
likely to resist, and thus the risk of disaster is greaterisTihcreased risk
means that challengers are less likely to escalate.

This logic, however, is not quite complete. Again, our sigigagame can

provide some clues. If the defender is stronger and morgyltkeresist, then

the expected payoff from escalation is lower because theofislisaster is

high. This means that the weak challenger will be less vgllio escalate.
But this now affects the defender’s beliefs. Because the whakenger is

less willing to escalate, upon observing escalation, ttierdker will believe

that it is more likely that its opponent is tough, which redsithe expected
payoff from resistance to the defender because it increbsgzrobability of

disaster. But this in turn means that the defender is now lkesly lto resist

a challenge, which would increase the expected payoff frecalation to the
weak challenger, and the latter would find it more profitablegcalate with
higher probability.

Thus, the usual logic ignores the complicated interactiweachic when ana-
lyzing the consequences of increased resolve for the defehtterestingly,

a player may benoreinstead oflesslikely to escalate the more resolved its
opponent is. That's because if it is public knowledge thatdpponent is re-
solved, escalation is a very strong signal about the otlasep! only resolved
types would be willing to do it.
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This is how our game theory models can help disentangle the ¢d claims that
sometimes defies even smart experienced people.

4.2 Coercive Pressure with Limited Retaliation

The other very similar strategy that depends on the geoerafirisk is the strategy
of limited retaliation. Instead of creating a situation weltimate disaster may
strike, one takes a series of small steps (hence the wordtélihin the name
of the strategy) that do two things. First, they increaseptabability that the
ultimate disastrous event may occur because they generatid#tional risk of that
happening and further steps presumably escalate that 8skond, they involve
giving the opponent explicit incentives to back down tha anrelated to the risk
of disaster.

By destroying methodically but in limited quantities thingfsvalue to the oppo-
nent, you give him the chance to stop the destruction whilgihidias something of
value left. The problem with the big stick (again) is thatiétthreat is carried out,
the opponent has nothing left to care for. In the strategy aésive retaliation, we
destroy the Soviet cities, for example. But if the opponemtds to lose everything,
he will fight back as hard as he can, which is not what we wantokifewant them
to back down.

Suppose that instead of initiating a nuclear war, whethipelately or by acci-
dent, we target Soviet cities but only destroy one. We thiéthiem that unless they
retreat we will destroy another. If they don't retreat, wetdey a second city. And
so on and so forth, gradually turning the pressure up, budydetting them back
down. The reason such a strategy might work is because dedftihe pain, the
Soviets are left something they care for: their other cities the threat to destroy
these cities, not the pain of having already lost some, thghintompel them to
back down.

This strategy gradually imposes costs on the opponent kg importantly, it
threatens to impose more costs in the future. A player woeldrable to threaten
with more costs if it destroys everything his opponent valueone fell swoop. A
threat that leaves quite a bit to the adversary is a lot madilole than a massive
murderous one. In fact, part of the credibility problem witie massive threat
is generated by the consequences of nuclear war. If we #mwegith a massive
nuclear strike, then the Soviets, with nothing to lose, hagentives to strike back
and impose as great costs on us as possible. With a limitatégy, on the other
hand, they may be induced not even to retaliate because taeyjraid that if they
do, they would lose even more.

If you think that this is cold and heartless, you are rightwdweer, Robert McNa-
mara, the U.S. Secretary of Defense during the Kennedy amisda administra-
tions made a speech in 1962 in which he proposed this venggiahe so-called
“No-Cities Doctrine”. The Russians were very quick to denauiidy claiming
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that no limited option existed in a nuclear war. Once the ieissstart flying all
bets are off. The Soviets quite correctly perceived how sustrategy would deny
them bargaining power. They had a lot of imprecise missilgls which they can
threaten massive strikes but not careful limited retalratn return. So they did not
like it.

The essence of this approach is very similar to the one usdbebdthreat that
leaves something to chance. The strategy of limited réftafiaalso increases the
credibility of the threat of future destruction. By exeraigithe limited option, a
player can demonstrate that its resolve is greater tharothitstadversary, just like
with the threat that leaves something to chance, where isdidy revealing its
willingness to run risks of disaster.

4.3 The Generation of Risk

Obviously, these are very dangerous tactibsy would not work unless they were
dangerous because it is the generation of risk that makes thaentially worth-
while. How is that risk generated?

Rational opponents would never cross the brink of disastéingly. However,
even rational opponents may do so unwittingly, uninteratilynand by accident or
sheer bad luck. The essential idea here is to blur the brigkou cannot clearly see
where it is, you can walk perilously close to it. If you coulekst, then you might
be tempted to stay away, just to make sure nothing actughyyu over.

So how do we blur the brink? By generating the fear that thingg get out of
hand. Many have heard of the “fog of war” a situation duringsee moments of
conflict where communication is uncertain, decision makeesnot fully in control
of events, accidents happen, and everyone’s nerves arghgothat they might
snap. Many of the mechanisms that generate risk actuallylyate firm control
of its escalation or its degree, thereby further enhandmegféar factor. This is
sometimes called aautonomous risk because it is generated by events beyond
one’s control.

The crucial point is that you have to arrange things in suclhytivat neither you
nor your opponent knows precisely just where the brink igolf know, you would
definitely never escalate beyond it. If he knows, he can ppgb it and you run the
risk of giving up because you think it is dangerous while hevks that it is safe.
The threat is therefore one of unintended consequenceradwdrtent escalation,
not a cool rational one.

5 The Hurt-More Criterion

It is often said that a threat that damages the threatenes than it damages the
threatened party cannot be credible. This reflects a ratioéoynd misunderstand-
ing about the considerations that enter the decision tetrése threat or comply
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with the demands. The credibility of the threat does depand/ioether the costs
incurred in executing it are prohibitive relative to the rp@af not getting what's
being demanded. But suppose the threat is credible in thatwastill damages
the threatener more than it does its opponent. Would the reggacomply? He
would if the pain of no compliance (resulting from the thrbatng executed) ex-
ceeds the pain of compliance. Nowhere in this calculationldithe pain relative
to his opponent appear.

To illustrate this, let's assume that war is two times cestlor the U.S. than it
is for the Russians. We modify the crisis game in Figure 2 shahthe payoffs to
war to reflect this, as shown in Figure 5.

-10,—-5 —15,5
Figure 5: War Hurts the Americans Much More.

We do the backward induction again and we find that our reapétcompletely
unchanged. In other words, in this setup, the U.S. still masao compel the
Soviets to back down even though it threatens with a war tlmatldvdamage it
twice as much as it would the Russians. Does this go againsirytoition? What's
going on here?

It does not matter how much the U.S. hurts itself in war reéatp the Soviet
Union. What matters is how much the Soviet Union gets bampared to its other
choices However costly the war is for the U.S., the relevant caloohathat the
Russians make is the one where they compiaee costs of backing down versus
their costs of fighting a war. None of these include the U.S. costssanit is
not surprising that these do not matter in the end. All thattensiis that war is
sufficiently painful to the Russians given the pain of bacldogn. If war is more
painful, they will back down.

This is not to say that U.S. costs do not matter at all. Theyhdib,only for
the calculations of the Americans. The threat to go to wartrha<redible if the
Russians are going to believe it. If war is so costly that evackimg down in
response to a direct military challenge is preferable, tienU.S. has no viable
threat. However, we assumed here that the U.S. would fightallenged, so this
was not a problem.

We conclude thathe threat does not depend on the threatener having to suf-
fer less than the threatened party All that matters is that the threatened party
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would suffer more if it does the action it is being threatenetto do compared to
another action. However, we must keep in mind that for theahto be credible,
the threatener must have an incentive to carry out the threat

28



