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. 4

COOPERATION AND
INTERNATIONAL REGIMES

Hegemont leadershp can help to creaé a patten of order Coop
eratin is na antitheticd to hegemony on the contrary hegemon
depend on a certan kind of asymmetrich cooperationwhich sue
cessfll hegemonr suppot ard maintain As we will see in more detal
in chapte 8, contemporar internationh econome regimes were con
structel unde the aegs of the United State after World War 11. In
accountirg for the creatio of internation& regimes hegemow often
plays an importarn role, even a crucid one

Yet the relevane of hegemort cooperatia for the future is ques
tionable Chapte 9 shows tha the United States is less preponderain
in materid resource now than it was in the 195G ard early 1960s
Equally important the United State is les willing than formerly to
define its interess in terms complementar to those of Europe and
Japan The Europeansin particular are less inclined to defe to Amer-
ican initiatives nor do they believe 20 strongly tha they mug do w0
in orde to obtan essentiamilitary protection agains the Sovig Union
Thus the subjective elemens of American hegemog hawe bee erodel
as much as the tangibk powe resource upm which hegemort sys
tems rest But neithe the Europear nor the Japanes are likely to
hawe the capaciy to becone hegemord powes themselve in the
foreseeald future!

This prospet raises the issle of cooperatio "after hegemony,
which is the centra thernre of this bodk and especial} of the theories
developd in Pat Il. It al® leads bak to a crucid tension betwea
economis and politics. internation& coordinatimn of policy seers
highly beneficid in an interdependdrworld economy but cooperatia
in world politics is particulary difficult. One way to relax this tensim
would be to dery the premi® tha internationa economé policy co

! Historically, as notel in chapte 1, hegemonis hawe usualy arise only after major
wars The two principd moden powes tha could be considerd hegemort leaders—
Britain after 185 ard the United Stats after 1945—hoh emergd victorious from
world conflicts | am assumingin regardirg hegemowg as unlikely in the foreseeald
future tha any world war would hawe sud disastros consequenaetha no country
would emerg as hegemort ova aworld econony resemblig that of the present Far
adiscussia of the cycle of hegemonysee Gilpin (198) ard Modelsk (1978 ard 1982)
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COOPERATION IN THEORY

ordination is valuabk by assumig tha internation& markes will
automatical} yield optimd resuls (Corden 1981) The decisie ob-
jection to this argumenis that in the absene of cooperationgow
ernmens will interfere in marketsunilateraly in pursut of wha they
regad as ther own interests whateve liberd economist may say
They will intervere in foreign exchang markets impos various re-
strictions on imports subsidiz favored domestt industries ard s
prices for commodities sud as petroleum (Strange 1979) Even if ore
acceptd cooperatio to maintan free markets but no othe form of
policy coordination the further objection could be raisal tha eco
nomic marke failure would be likely to occu (Cooper 1983 pp. 45
46). Suboptimé outcoms of transactios could result for a variey
of reason including problens of collective action It would take an
ideologica leg of faith to beliewe tha free marketslead necessan
to optimd results

Rejectirg the illusion tha cooperatia is neve valuabk in the world
political economy we hawe to cope with the fad tha it is very difficult
to organize Ore recourg would be to laps into fatalism—acceptarc
of destructie economt conflict as a resut of politica fragmentation
Although this is a logically tenabé positim for those who beliewe in
the theow of hegemort stability, even its mog powerfu theoretich
advocat shies away from its ble&k normative implicatiors (Gilpin,
1981) A fatalistic view is na taken here Without ignoring the dif-
ficulties tha beseé attemps to coordinag policy in the absene of
hegemonythis bod contend tha nonhegemomsicooperatia is pos
sible, ard tha it can be facilitated by internation& regimes

In makirg this argument | will drawv a distinctiln betwe@ the
creation of internation& regimes ard ther maintenance Chapter5
seels to shav tha when sharel interess are sufficiently importan
ard othe key conditiors are met cooperatio can emerg ard regimes
can be createl without hegemonyYet this does nat imply that regimes
can be create easily mud less tha contemporar internationaece
nomic regimes actualyy came abou in this way. In chapte 6 | argLe
that internation& regimes are easie to maintan than to create ard
tha recognition of this fad is crucid to understandig why they are
valued by governmentsRegime may be maintained and may con
tinue to foste cooperationeven unde conditiors that would na be
sufficiently benign to bring abou ther creation Cooperatia is pos
sible after hegemow nat only becaus sharel interess can leal to the
creation of regimes but al becaus the conditiors for maintainirg
existing internation& regimes are less demandig than thos requirel
for creatirg them Although hegemon helps to explain the creatio
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COOPERATION AND REGIMES

of contemporar internationa regimes the declire of hegemog does
not necessanl lead symmetricaly to their decay

This chapte analyzs the meanimg of two key terms "cooperatioh
and "internation& regimes. It distinguishe cooperatio from har
mory as well as from discord and it argues for the value of the concep
of internation& regimes as a way of understandig both cooperatio
ard discord Togethe the conceps of cooperatio and internation&
regimes help us clarify wha we wart to explain how do patterrs of
rule-guidel policy coordinatim emerge maintan themselvesard de
cay in world politics?

HARMONY, COOPERATION AND DISCORD

Cooperatio mug be distinguishe from harmony Harmory refers to
a situationin which actors policies (pursuel in ther own self-interes
without regad for otherg automaticallyfacilitate the attainmen of
others$ goals The classt exampleof harmoly is the hypothetica
competitive-markeworld of the classica economistsin which the
Invisible Hand ensurs tha the pursut of self-interes by ead con
tributes to the interes of all. In this idealized unred world, no ones
actiors damag anyore else there are no "negative externalities, in
the economistsjargon Whele harmoly reigns cooperatia is unnee
essary It may even be injurious if it mears tha certan individuals
conspie to explot others Adam Smith for one was vely criticd of
guilds ard othe conspiracie agains freedon of trace (1776/1976)
Cooperatio ard harmory are by no mears identicd ard ough na
to be confusel with ore another

Cooperatio requires tha the actiors of separat individuak or
organizations—whie are nat in pre-existeh harmony—Ie brough
into conformity with one anothe through a proces of negotiation
which is often referral to as "policy coordinatiori: Charles E. Lind-
blom has definal policy coordinatiom as follows (1965 p. 227}

A sd of decisios is coordinate if adjustmerg hawe been mace
in them sud tha the adverg consequenaeof any one decisim
for othe decisios are to adegre ard in sone frequeny avoided
reduced or counterbalanakor overweighed

Cooperatio occus when actos adjug ther behavio to the actua
or anticipatel preference of others throudh a proces of policy co
ordination To summarie more formally, intergovernmentakoop-
eration takesplace when the policies actually followed by onegov-
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COOPERATION IN THEORY

ernmentare regardedby its partnersasfacilitating realization of their
own objectives as the result of a processof policy coordination.

With this definition in mind, we can differentiae amorg coopera
tion, harmony ard discord as illustrated by figure 4.1 First, we ak
whethe actors policies automaticalf facilitate the attainmen of others
goals If sq there is harmony no adjustmerg neal to take place Yet
harmoty is rare in world politics Roussea sough to accoun for this
rarity when he declarel tha even two countries guided by the Genera
Will in ther internd affairs would cone into conflict if they had
extensie contat with ore another sine the Generh Will of ead
would nat be gener& for both Ead would hawe a partial self-inter
estel perspectie on ther mutud interactions Even for Adam Smith
efforts to ensue stae securiy todk precedene over measurs to in-
creag nationa prosperity In defendirg the Navigation Acts, Smith
declared "As defene is of much more importane than opulencethe
ad of navigatia is, perhapsthe wiseg of all the commercia regu
lations of England (1776/1976p. 487) Waltz summarizs the poirt
by sayirg that "in anarcly there is no automatt harmony (1959 p.
182)

Yet this insight tells us nothing definitive abou the prosped for
cooperationFa thiswe ned to ak afurther questim abou situatiors
in which harmoty does na exist Are attemp$ made by actos (gow
ernmenthor nongovernmentglto adjug ther policies to eah others
objective® If no sud attemps are made the resut is discord a sit-
uation in which governmerg regad eat otherspolicies as hinderirg
the attainmemof ther goals and hold eat othe responsil# for these
constraints

Discod often leads to efforts to induce othes to chang ther pok
icies when the® attemps med resistancepolicy conflict results In-
sofa as the® attemps a policy adjustmehsucced in making policies
more compatible however cooperatia ensues The policy coordi
nation tha lead to cooperatio nea na involve bargainimg or ne
gotiation a all. Wha Lindblom calls "adaptivé as opposd to "ma
nipulative' adjustmencan take place one countly may shift its policy
in the directin of anothess preference without regad for the effed
of its actian on the othe state defe to the othe country, or partially
shift its policy in orde to avod adverg consequencefor its partner
Or nonbargaind manipulation—sulc as one acta confrontirg an
othea with a fait accompli—may occu (Lindblom, 1965 pp. 33-%
ard ch 4). Frequently of course negotiatimn ard bargaininy indeel
take place often accompanieé by othe actiors tha are designd to
induce othes to adjug ther policies to ones own. Ead governmenh
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COOPERATION AND REGIMES

Figure 4.1. Harmony, Cooperation, and Discord

(before adjustments Each actor's policies Each actor's

of policy are made) (pursued without policies (pursued
regard for the without regard for
interests of others) the interests of
are regarded others) are
by others as regarded by others
facilitating the as hindering the
attainment of their attainment of
goals. their goals.

1

Are attempts made fo
adjust policies?

yes no

{

Do actors’ policies
become significantly
more compatible with
one another?

yes no

1

(after adjustments HARMONY COOPERATION DISCORD
have been made)

pursus wha it perceive as its self-interest but looks for bargairs
tha can beneft all parties to the deal thoudh nat necessanl equally
Harmory and cooperatio are na usualy distinguishe from one
anothe 0 clearly. Yet, in the study of world politics, they shoutl be
Harmory is apolitical No communicatia is necessaryand no influ-
ene neal be exercised Cooperationby contrast is highly political:
somehow patterrs of behavio mug be altered This chang@ may be
accomplishd throudh negative as well as positive inducementsin-
deed studies of internation& crises as well as game-theoreti exper
iment ard simulations hawe shown tha unde avariety of conditiors
strategis tha involve threas ard punishmerg as well as promise
ard rewara are more effective in attainirg cooperatie outcome than
thos tha rely entirely on persuasin ard the force of goad exampé
(Axelrod, 1981 1984 Lebow, 198% Snyde ard Diesing 1977)
Cooperatio therefoe does nat imply an absene of conflict. On
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COOPERATION IN THEORY

the contrary it is typically mixed with conflict ard reflecs partially
successfuefforts to overcone conflict, red or potential Cooperatia
takes place only in situatiorsin which actos perceie tha ther policies
are actualy or potentialy in conflict na where ther is harmony
Cooperatio shout nat be viewed as the absene of conflict, but rathe
as a reaction to conflict or potentid conflict. Withou the specte of
conflict, there is no neal to cooperate

The exampé of trade relatiors amory friendly countries in aliberd
internation&politica econony may heb to illustrate this crucid point
A naive observertrainad only to appreciat the overal welfare benefits
of trade might assure tha trace relatiors would be harmonious
consumes in importing countries beneft from cheg foreign goods
ard increasd competition and produces can increasing) take ad
vantag of the division of laba as ther expot markes expand But
harmory does nat normally ensueDiscod on trade issues may preval
becaue governmerg do nat even sed to redue the adverge conse
guencs of ther own policies for others but rathe strive in certan
respec to increag the severiy of thos effects. Mercantilid govern
mens hawe souglt in the twentieh centuy as well as the seventeeit
to manipulag foreign trade in conjunction with warfare to damag
ead othe economical ard to gan productiwe resource themselve
(Wilson, 1957 Hirschman 1945/1980) Governmerg may desie
"positiond goods; sud as high statws (Hirsch 1976) ard may there
fore resis even mutually beneficid cooperatia if it helps othes more
than themselvesYet even when neithe powe nor positiond moti-
vatiors are present and when all participans would beneft in the
aggregat from liberd trade discod tends to predominat over har
mory as the initial resut of independenhgovernmentiaaction

This occus even unde otherwig benigh conditiors becaus some
groups or industries are forced to incur adjustmen cost as change
in comparatie advantag take place Governmert often respom to
the ensuig demand for protection by attempting more or les ef-
fectively, to cushia the burders of adjustmenfor groups ard indus
tries tha are politically influentid a home Yet unilaterd measurs
to this effed almog always impos adjustmeh coss abroad ard
discod continualy threatens Governmerg ente into internation&
negotiatios in orde to redue the conflict that would otherwi® result
Even substantih potentid comma benefis do nat creae harmory
when stat powe can be exercisd on behaf of certan interess ard
agains others In world politics, harmoly tends to vanish attainmei
of the gairs from pursuirg complementar policies depend on co
operation
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Observes of world politics who take powe ard conflict seriousy
shoull be attractel to this way of defining cooperation sinee my
definition does nat relegagé cooperatia to the mythologica world of
relatiors amoryg equas in power Hegemoni cooperatio is na a
contradiction in terms Defining cooperatia in contras to harmory
should | hope lead reades with a Realig orientation to take coop
eratian in world politics seriousy rathe then to dismiss it out of hand
To Marxists who al beliewe in hegemort powe theories however
even this definition of cooperatio may na seen to male it relevan
to the contemporar world politicadl economy From this perspective
mutud policy adjustmerd canna possiby resole the contradictios
besettig the systen becaus they are attributabé to capitalisn rathe
than to problens of coordination amorg egoistt actos lacking com
mon government Attempst to resole the® contradictios through
internation& cooperatia will merey transfe issus to a deepe and
even more intractabé level Thus it is na surprisirg tha Marxian
analyss of the internation& political econony have with few excep
tions, avoidal sustaind examinatios of the conditiors unde which
cooperatio amorg maja capitalig countries can take place Marxists
see it as more importan to expog relationshig of exploitation ard
conflict betwea maja capitali¢ powes on the ore hard ard the
massse of peopk in the periphey of world capitalisn on the other
And, from a Leninig standpointto examire the conditiors for inter-
nationd cooperatio withou first analyzirg the contradictioms of cap
italism, ard recognizim the irreconcilability of conflicts amorg cap
italist countries is a bourgeas error.

This is less an argumen than a statemendf faith. Sine sustaind
internation& coordinatiam of macroecononai policies has neve bea
tried, the statementha it would mereyy worsen the contradictios
facing the systen is speculative In view of the ladk of evidene for it,
sud a claim could even be considerd rash Indeed ore of the mog
perceptie Marxian writers of recen years Stephe Hymea (1972)
recognize explicitly tha capitaliss face problens of collective actin
and arguel tha they were seeking with at leas temporay prospect
of successto overcone them As he recognizedary succes in inter-
nationalizirg capitd coud pos grawe threast to sociali$ aspiratios
and a the very least would shift contradictios to newv points of
tension Thus even were we to agres tha the fundamenthissie is
posel by the contradictios of capitalisn rathe than the tensiors
inherert in a stae system it would be worthwhile to stud/ the con
ditions unde which cooperatia is likely to occur
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INTERNATIONAL REGIMES AND COOPERATION

Onre way to stud/ cooperatio ard discod would be to focus on
particula actiors as the units of analysis This would requie the
systemati compilation of a datn s¢ composd of acs tha could be
regarde as comparal# and codal accordimg to the degre of coop
eratian tha they reflect Sud a strateg heas sone attractiwe features
The problem with it, however is tha instance of cooperatio ard
discod coul all too easil be isolatal from the contex of beliefs ard
behavig within which they are embeddedThis bodk does nat view
cooperatio atomisticaly as a sd of discreteisolatal acts but rathe
seels to understad patters of cooperatia in the world politicd
economy Accordingly, we neal to examire actorsexpectatios abou
future patterrs of interaction ther assumptioa abou the prope
natue of econome arrangementsand the kinds of politica activities
they regad as legitimate Tha is, we neal to analyz cooperatio
within the context of internationinstitutions broady defined asin
chapte 1, in ternms of practices ard expectationsEad ad of coop
eration or discod affecs the beliefs rules ard practice tha form
the contex for future actions Eat ad mug therefoe be interpretel
as embeddd within a chan of sud act ard ther successi cognitive
and institutiond residues

This argumen paralles Clifford Geertz discussio of hov an
thropologiss shoutl use the concepof culture to interpre the societies
they investigate Geert ses culture as the "welbs of significancé tha
peopk hawe createl for themselvesOn ther surface they are enig
matical the observe has to interpré them s tha they make sense
Culture for Geertz "is a context somethilg within which [socid
event$ can beintelligibly describet (1973 p. 14) It makeslittl e seng
to descrile naturalisticaly wha goes on a a Baline® cock-figh unles
one understangithe meaniry of the even for Baline® culture Thee
is nat aworld culture in the fullest sensebut even in world politics,
human beings spn wels of significance They develg implicit stand
arcs for behavior sorre of which emphasie the principle of sover
eignty ard legitimize the pursut of self-interestwhile othes rely on
quite differert principles Any ad of cooperatio or apparehcoop
eraticn need to be interprete within the contex of relatel actions
and of prevailing expectation and sharel beliefs befor its meanimy
can be propery understoodFragmerd of politica behavio becone
comprehensilgl when viewed as pat of alarge mosaic

The concep of internation& regime na only enabls us to descrile
patterrs of cooperationit al helps to accoum for both cooperatia
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COOPERATION AND REGIMES

ard discord Although regimes themselve depemnl on conditiors that
are conducie to interstaté agreementsthey may alo facilitate further
efforts to coordinaé policies The nex two chaptes develp an ar
gumen abou the functiors of internation& regimes tha shows how
they can affed the propensiy even of egoistt governmerg to coop
erate To understad internation& cooperationit is necessarto com
prehem how institutiors ard rules nat only reflect but aloo affect
the facts of world politics.

Defining and IdentifyingRegimes

When Jom Ruggk introducel the concep of internation& regimes
into the internationa politics literature in 1975 he defined a regine
as "a sé of mutud expectationsrules ard regulations plans organ
izationd energis and financid commitments which haw bea ac
cepta by a groy of state$ (p. 570) More recently a collective
definition, worked out a a conferene on the subject definal inter-
nationd regimes as "ses of implicit or explicit principles norms rules
and decision-makig procedurs arourd which actor$ expectation
converg in agiven area of internationarelations Principles are beliefs
of fact causation and rectitude Norms are standard of behavio
defined in terns of rights and obligations Rules are specift prescrip
tions or proscriptiors for action Decision-makig procedurs are pre
vailing practices for makirg ard implementig collective choicé
(Krasner 1983 p. 2).

This definition provides a usefu starting-poin for analysis sine it
begirs with the generh conceptio of regimes as sociad institutiors
ard explicates it further. The concep of norms however is ambig
uous Itisimportart tha we understad nornsin this definition simply
as standard of behavio definal in ternms of rights ard obligations
Anothe usag would distingui norns from rules ard principles by
stipulatirg tha participans in a socid systen regad norms but nat
rules ard principles as morally binding regardles of consideratios
of narrowl defined self-interest But to include norms thus defined
in a definition of necessar regime characteristis would be to make
the conceptio of regimes basel strictly on self-interes a contradictio
in terms Sine this bok regard regimes as largely basel on self
interest | will maintan a definition of norms simply as standard of
behavior whethe adoptel on ground of self-interes or otherwise
Only in chapte 7 will the possibiliy agan be taken seriousy tha
sone regimes may contan norns ard principles justified on the bass

57



COOPERATION IN THEORY

of values extending beyord self-interest and regarde as obligatoy
on mord groundsby governments

The principles of regimes define in general the purposs tha ther
membes are expectd to pursue Far instance the principles of the
postwa trace and monetay regimes hawe emphasizé the value of
open nondiscriminatoy patterrs of internation& econont transae
tions the fundamenthprinciple of the nonproliferatio regime is that
the spred of nuclea weapos is dangerousNorms contan somewha
cleare injunctiors to membes abou legitimae ard illegitimate be
havior, still defining responsibilitis ard obligatiors in relatively gen
erd terms Fa instancethe normns of the GenerbAgreemenon Tariffs
ard Track (GATT) do na requile tha membes resot to free trace
immediately but incorporag injunctiors to membes to practie non
discrimination ard reciprociy ard to mowe toward increasd liber-
alization Fundamentato the nonproliferatiam regime is the nom tha
membes of the reginme shout nat ad in ways that facilitate nuclea
proliferation

The rules of a regime are difficult to distinguis from its norms a
the margin they merge into ore another Rules are however more
specific they indicak in more detal the specift rights ard obligatiors
of membersRules can be alterel more easiy than principles or norms
since thele may be more than ore sd of rules tha can attan a given
sd of purposesFinally, a the sane levd of specificity as rules but
referring to procedurs rathe than substancesthe decisionmakig
procedurs of regimes provide ways of implementirg ther principles
ard alterirg ther rules

An exampé from the field of internationd monetay relatiors may
be helpful The mog importarn principle of the internation& balance
of-paymens regime since the erd of World War Il has been tha of
liberalization of trace ard payments A key nom of the reginme has
been the injunction to states na to manipulae ther exchang rates
unilaterally for nationd advantageBetwee 198 ard 1971 this nom
was realizel throudh peggel exchang rates and procedurs for con
sultatian in the evert of changesupplemenigwith avariety of devices
to help governmerd avod exchange-rat changs through a combt
nation of borrowirg ard internd adjustmentAfter 1973 governmerg
hawe subscribd to the sane norm althoudn it has been implemente
more informally ard probaby less effectively unde asysten of floating
exchang rates Rugge (1983h has arguel tha the abstratprinciple
of liberalization,subjet to constraing imposel by the acceptane of
the welfare state has bean maintainé throughou the postwat period
"embeddd liberalism' continuesreflectirg afundamenthelemen of
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continuity in the internationa balance-of-paymeatregime The nom
of nonmanipulatia has alo bea maintainedeven thouch the specifc
rules of the 1958-71 systen having to do with adjustmet hawe bea
swep away.

The concep of internationaregime is comple becaus it is defined
in terms of four distind components principles norms rules ard
decisionmakig procedureslt is temptirg to selet ore of the levek
of specificity—particularly principles and norms or rules ard proce
dures—a the defining characteristi of regimes (Krasner 1983 Rug
gie, 1983b) Sud an approach however creats a false dichotony
betwea principles on the one hard ard rules and procedurs on the
other As we hawe noted a the margh norns ard rules cannad be
sharpy distinguishd from eah other It is difficult if nat impossibé
to tel the differene betwea an "implicit rule’ of broa significane
and a well-understood relatively specift operating principle Both
rules ard principles may affed expectatios and even values In a
strorg internation&regime the linkages betweea principles ard rules
are likely to be tight. Indeed it is precisey the linkages amorg prin-
ciples norms and rules tha give regimes ther legitimacy Since rules
norms ard principles are 90 closey intertwined judgmens abou
whethe changs in rules constitue change df regirme or merel/ changs
within regimes necessanl contan arbitray elements

Principles norms rules ard procedurs all contan injunctiors abou
behavior they prescrile certan actiors ard proscrite others They
imply obligations even though the® obligatiors are nat enforceats
throuch a hierarchictlegd system It clarifies the definition of regime
therefore to think of it in terms of injunctiors of greate or lesse
specificity. Sorre are far-reachiig and extremey important They may
chan@ only rarely. At the othe extreme injunctiors may be merey
technical] mattes of conveniene tha can be alteral without gred
political or economi impact In-betwea are injunctions tha are both
specific enoudp that violations of them are in principle identifiable ard
that change in them can be observedand sufficiently significart tha
changs in them male a differenc for the behavio of actos ard the
natue of the internation& politica economy It is the® intermedia¢
injunctions—politicalyy consequentlabut specifc enoudn tha viola-
tions and changs can be identified—tha | take as the essene of
internation& regimes’

2 Sone authos have defined "regimé’ as equivalen to the conventionk concep of
internation system Fa instance Pucha& ard Hopkins (1983 claim tha “a regime
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A brief examination of internationd oil regimes ard ther injunc
tions may hebp us clarify this point The pre-193 internationaloil
regime was dominatel by a smal numbe of internation& firms ard
containg explictt injunctiors abou wheie ard unde wha conditiors
companise could produe oil, ard where ard how they shoutl marke
it. The rules of the Red Line ard Achnacary or "As-Is' agreemerst
of 198 reflectel an "anti-competitie ethos® tha is, the basct prin-
ciple tha competition was destructie to the systen ard the nom tha
firms shout nat engag in it (Turner 1978 p. 30). This principle ard
this nom both persistd after World War I, althoudh an intergowv
ernmentéregime with explicit rules was nat establishedowing to the
failure of the Anglo-American Petrolem Agreemen (discusse in chapte
8). Injunctiors againsprice-cuttirg were reflectel morein the practice
of companis than in formd rules Yet expectatioa ard practice of
majar actos wete strongy affectal by the® injunctions ard in this
seng the criteria for a regime—albdi a we&k one—wee met As
governmerd of producirg countries becane more assertivehowever
ard as formerly domesit independeincompanis enterel internation&
markets thee arrangemeist collapseg after the mid-to-lae 1960s
there was no regine for the issue-ara as awholg sine@ no injunctiors
could be sad to be acceptd as obligatoy by all influentid actors
Rather thele was a "tug of war' (Hirschman 198)) in which all sides
resortel to self-help The Organizatio of Petrolem Exporting Coun
tries (OPEQ souglt to creae a producersreginme base on rules for
prorationirg oil production and consumes establishé an emergeng
oil-sharirg systen in the new Internationh Energy Ageng to coun
terad the thred of selectie embargoes

If we were to hawe paid attention only to the principle of avoidirg
competition we would hawe se@ continuity. whateve the dominart
actors they hawe always sough to carteliz the industy one way or
another But to do 0 would be to miss the main point, which is that
momentos change hawe occurred At the othe extreme we could
hawe fixed our attention on vety specift particula arrangementssud

exiss in evel substantie issue-arain internation&relatiors where there is discerniby
patterne behaviot (p. 63). To adog this definition would be to male eithe "systen

or "regime’ a redundahterm At the opposie extreme the concep of regime could
be limited to situatiors with genuire normative content in which governmert followed
regime rules insteadof pursuirg ther own self-interest when the two conflicted If this
coure were chosen the concep of regime would be just anothe way of expressig
ancient "idealist' sentimerg in internation& relations The categoy of regime would

becone virtually empty This dichotony pose a false choie betwea using "regime'
as a new labé for old patterrs ard defining regimes as Utopias. Eithe strateg would

malke the tem irrelevant
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as the various joint ventures of the 195G ard 196G or the specifc
provisiors for controlling outpu tried by OPEC after 1973 in which
ca® we would hawe observd a patten of continua flux. The signif-
icane of the mog importart events—tle demi of old carté arrange
ments the underminimg of the internation& majors positiors in the
1960s ard the rise of producirg governmerdto apositian of influence
in the 1970s—coud hawe bea missed Only by focusirg on the in-
termediat levd of relatively specifc but politically consequentiain-
junctions whethe we cal them rules norms or principles does the
concep of regime heb us identify maja change tha require expla
nation

As ou exampls of money ard oil suggestwe regad the scoge of
internation& regimes as correspondingin general to the boundarie
of issue-areassine governmery establis regimes to ded with prob
lems tha they regad as 0 closey linked tha they shoutl be deat
with together Issue-aremare bes definel as set of issue tha are in
fact deat with in comma negotiatios ard by the same or closey
coordinated bureaucraciesas opposed to issue tha are deat with
separatgl ard in uncoordinatd fashion Sine issue-aresidepen on
actors$ perceptios and behavio rathe than on inheren qualities of
the subject-mattersgheir boundaris chang gradualy over time. Fifty
yeass agq for instancethere was no ocears issue-areasine particula
guestios now groupel unde tha headimg were deat with separately
but there was an internationdmonetay issue-ara even then (Keohare
ard Nye, 1977 ch 4). Twenty yeas ag track in cotto textiles had
an internation& regime of its own—the Long-Tem Agreemeh on
Cottan Textiles—amnl was treatel separatgl from trade in synthete
fibers (Aggarwal 1981) Issue-arem are defined ard redefing by
changimg patterrs of human intervention 0 are internationaregimes

Self-Help and International Regimes

The injunctiors of internationa regimes rarely affed economg
transactios directly. stak institutions rathe than internation& or-
ganizations impo< tariffs ard quotas intervere in foreign exchang
markets and manipulag oil prices through taxes ard subsidies|f we
think abou the impad of the principles norms rules ard decision
making procedurs of regimes it becoms clea tha insofa as they
hawe ary effed a all, it mus be exertel on nationd controls ard
especialy on the specift interstaé agreemersttha affed the exercig
of nationad controls(Aggarwal 1981) Internation&regimes mug be
distinguishd from the® specifc agreementsas we will se in chapte
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6, a maja function of regimes is to facilitate the makirg of specifc
cooperatie agreemergtamorg governments

Superficially, it coud seen tha sine internationé regimes affed
nationda controls the regimes are of superi@ importance—jus as
federd laws in the United States frequenty overrice stae ard locd
legislation Yet this would be a fundamentalf misleadirg conclusion
In a well-orderel society the units of action—individua$ in classt
liberd thought—live togethe within a framewok of constitution&
principles tha define propery rights establif who may contrd the
state ard specify the conditiors unde which subjecs mug obey gow
ernmenté regulations In the United States the® principles establit
the supremay of the federd governmenin a numbe of policy areas
thoudh nat in all. But world politics is decentralize rathe than hier
archic the prevailing principle of sovereignt mears tha stats are
subjet¢ to no superie governmeh (Ruggie 1983a) The resultirg
systen is sometime referral to as ore of "self-held (Waltz, 1979)

Sovereigng ard self-hep mean tha the principles ard rules of in-
ternation&regimes will necessam be weakerthan in domestt society
In a civil society the® rules "specily terms of exchangé within the
framewok of constitution&principles (North, 1981 p. 203) In world
politics, the principles norms ard rules of regimes are necessan
fragile becaus they risk comirg into conflict with the principle of
sovereigng ard the associate nom of self-help They may promoe
cooperationbut the fundamenthbass of orde on which they would
reg in awell-ordera@ sociey does nat exist They drift aroundwithout
beirg tied to the solid ancho of the state

Yet even if the principles of sovereignt ard self-hep limit the degre
of confidene to be placal in internationk agreemenisthey do nat
rende cooperatio impossible Orthodo theoy itsef relies on mutud
interess to explan forms of cooperatio tha are usal by stats as
instrumens of competition Accordirg to balance-of-powetheory
cooperatie endeavas sud as political-military alliances necessani
form in self-hep systens (Waltz, 1979) Acts of cooperatio are ac
counta for on the ground tha mutud interess are sufficiert to enabé
states to overcone ther suspicios of ore another But sine even
orthodx theoy relies on mutud interestsits advocate are on wegk
grourd in objectirg to interpretatios of system-wig cooperatia alory
thes lines Thereis no logicd or empiricd reasm why mutud interess
in world politics shoutl be limited to interess in combinirg forces
agains adversariesAs economist emphasizethele can al be mutud
interess in securig efficiengy gairs from voluntay exchang or oli-
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gopolistc rewards from the creation ard division of rens resultirg
from the contrd ard manipulatiom of markets

Internation& regimes shoutl nat be interpretel as elemens of anew
internation& orde "beyord the nation-staté. They shoultl be com
prehendd chiefly as arrangemeistmotivatal by self-interest as com
ponens of systens in which sovereignt remairs a constitutive prin-
ciple. This mears that as Realiss emphasizethey will be shape
largely by ther mod powerfd memberspursuirg ther own interests
But regimes can al® affed stae interestsfor the notion of self-interes
is itseff elastt ard largely subjective Perception of self-interesdepenl
both on actors expectation of the likely consequencgtha will follow
from particula actiors and on ther fundamenthvalues Regime can
certainy affed expectatios ard may affed values as well. Fa from
being contradicte by the view tha internation& behavio is shapd
largely by powe and intereststhe concep of internation&regime is
consistenh both with the importane of differentid powe ard with a
sophisticatd view of self-interest Theories of regimes can incorporag
Realig insighs abou the role of powea ard interest while al in-
dicating the inadequag of theories tha define interess 0 narrowly
tha they fail to take the role of institutiors into account

Regimes nat only are consisteh with self-interes but may unde
sone conditiors even be necessarto its effective pursuit They facil-
itate the smooh operatim of decentralizd internation&politica sys
tems and therefoe perfom an importart function for states In a
world political econony characterize by growing interdependencge
they may becone increasingy usefd for governmerg tha wish to
solve comman problens ard purste complementar purposs without
subordinatig themselvs to hierarchicé systens of control

CONCLUSIONS

In this chapte internation& cooperatia has bea defined as a proces
throuch which policies actualy followed by governmerg corre to be
regarde by ther partnes as facilitating realization of ther own ob-
jectives as the resut of policy coordination Cooperatia involves
mutud adjustmeh ard can only ariee from conflict or potentid con
flict. It mug therefoe be distinguishd from harmony Discord which
isthe opposie of harmony stimulates demand for policy adjustments
which can eithe lead to cooperatio or to continued perha inten
sified, discord

Sinee internation& regimes refled patterrs of cooperatio ard dis
cord ove time, focusirg on them leads us to examire long-tem pat
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terrs of behavior rathe than treatirg acs of cooperatia as isolatel
events Regime consi$ of injunctiors a variows levek of generality
rangirg from principles to norns to highly specifc rules ard deck
sionmakimg proceduresBy investigatilg the evolution of the norns
ard rules of aregime over time, we can use the concepof internation&
regime both to exploe continuity ard to investiga¢ chang in the
world politicd economy

From atheoreticastandpointregimes can be viewed asintermediag
factors or "intervenirg variables, betwee@ fundamenth character
istics of world politics sud as the internationa distribution of powe
on the ore hard ard the behavio of stats and nonstag actos sut
as multinationd corporatios on the other The concep of interna
tiond regime helps us accoun for cooperatio ard discord To un
derstad the impactof regimes it is nat necessar to post idealisn
on the patt of actos in world politics On the contrary the norms
ard rules of regimes can exet an effed on behavio even if they do
nat emboy comma ideak but are usel by self-interestd states ard
corporatiois engagilg in a proces of mutud adjustment
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RATIONAL-CHOICE AND
FUNCTIONAL EXPLANATIONS

A simpk explanatio for the failure of a given attemy a cooperatia
in world politics is always available tha the interess of the states
involved were incompatibé with one another This would imply tha
discod was a natura) if na inevitable resut of the characteristis of
the actos ard ther positiors relative to one another Indeed on this
account low levek of cooperatio might still be Pareto-optimalthat
is, given the interess of the actors there might be no more cooperatie
solution tha would make all of them bette off.

This is one possibé accoun of discord But it reminds one uncom
fortably of Voltaire's Candide who% herwo keeps proclaiming in the
wake of terrible disasterstha all is for the beg in this, the "beg of
all possibé worlds:' 1t is difficult to prove tha the frequen disastes
of internation& politics are na inheren in the interess of the actors
but if we believel they were we would be forced into the fatalistic
ard ultimately absud positin that sud evens as World War | were
in the interess of the Austrian German and Russia empires all of
which disappear as aresut of the conflict More generally this view
would hawe us believe implausibly tha objective interess determire
world evens regardles of the information availabk to governmerg
ard transnationkaactors ther perceptios of likely consequenaeof
action or the sequene of interactiors in which they engage

The implausibility of this view is reinforcel by recem deductie
theories base on assumptios of rationality. Gane theoy ard dis
cussioms of collective action emphasie tha rationd individuals who
would all beneft from cooperatig may nevertheles be unabk to do
sa Fa ore reasm or anotheythey may fail to coordinag ther actiors
to read the desirel position Even if they are rationd as individuals
the groy of which they are patt will not necessayl behae & a
rationd actor To infer conflicting interess from discord without
obtainirg dired evidene on thos allegel conflicts of interest is there
fore to run the risk of seriows erra (Hardin 1982 p. 1). Actors may
fail to coopera even when ther interess are entirely identical In
ShakespeaeRomeocandJuliet, for instance Rome ard Julid hawe
the sane interest—b marry one another—bu the inability of Friar
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Jom to delivar a messag from Friar Laurene to Rome lead to the
failure of Friar Laurences plan ard the deah of both lovers

The fad tha attemps at cooperatio may fail despie mutud in-
teress recalb our discussio of Institutionalig though in chapte 1
Institutionalig writers hawe always stresse tha cooperatia can be
fosteral by institutions This implies tha actua cooperationin the
absene of institutions is often less than potentid cooperation|t does
not, however mean tha cooperatia is inevitable or tha it mug
continte to increase

Institutionaliss hawe sometims bee inclined to proclam the growh
of cooperatia or even supranationaauthority only to find ther
theol apparent falsified as ther hopes are dashed Even when they
avod excessie optimism they have bean bedevilel by ambiguiy abou
actors motivations Realiss are a leas clea abou ther assumptions
states the principd actos in world politics, are rationd egoists As
we sav in chapte 2, the assumptia of egoisn implies tha the pref
erence of actos in world politics are baseé on ther assessmentf
therr own welfare na tha of others The rationalily assumptio states
tha they "sed to maximiz value acros a sd of consistenyt orderel
objectives (Snyde ard Diesing 1977 p. 81) The® assumptios
permi Realis analyss to generat predictiors abou stae behavio
on the bass of relatively spare informatian abou ther environments
Knowledge of the structue of the situation facing decisionmaker
provides the analy$ with clues to state action sine leaders beirg
rationd egoistswill respoul to the incentives and constrairg provided
by the environmehin ways calculatel to increas the wealth security
ard powe of ther states Instea of havirg to do researh on wha
leades are actuall thinking, we can obtan the necessgrinformatian
merey by conductirg thought-experimestin our own offices As Hars
J. Morgentha expresse it sone yeas agp (1948/1966p. 5):

[To understad foreign policy] we put ourselve in the positin

of a statesmawho mug mee a certan problem of foreign policy

unde certan circumstancesard we ak ourselve what the ra

tiond alternative are from which a statesma may choog ...

ard which of the® rationd alternative this particula statesman
actig unde the® circumstancesis likely to choose It is the
testirg of this rationd hypothess agains the actua facts ard ther

consequencetha gives meaniny to the facts of internationapol

itics ard makes a theowy of politics possible

Institutionaliss are less explicit abou ther modes of acta behav
ior, sinee they have more comple idea abou "self-interest ard how
it can change This ambiguiy has led, unfortunately to the comma
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belief tha becaus they beliewe in the possibility of cooperationthey
mugd "smugge in" idealistc assumptios abou motivations Critics
can poirt to idealistt premiss or to ambiguiy in the works of sone
writers who emphasie the role of institutiors in promotirg cooper
ation, ard dismiss ther theol as base on illusions abou peopk ard
states

My argumen anticipats this objection by adoptirg the Realis modé
of rationd egoism In this chapte ard the nex one | assumewith
the Realiststhat actos are rationd egoists | propog to show on the
bass of ther own assumptionstha the characteristi pessimim of
Realisn does nat necessaml follow. | sed to demonstratha Realig
assumptios abou world politics are consistehwith the formation of
institutionalizel arrangementscontainirg rules ard principles which
promok cooperation Once the argumen has been establishd in this
way, it can be modified (as in chapte 7) by relaxirg the key assump
tions of rationality ard egoisn to allow for the impacs of boundel
rationality, changs in preferencesard empatly on stae behavior

SINGLE-PLAY PRISONERS DILEMMA AND
THE PROBLEM OF COLLECTIVE ACTION

The difficulties of cooperatig are illustrated bes na by eithe purely
conflictud game (in which discod appeas to be determind by the
structue of interesty or fundamentall cooperatie ones (in which
only melodramat bad luck or its equivalem cen preven cooperation)
but by wha Thoma Schellirg has called "mixed-motive games!'
games characterizé by a combinatim of "mutud dependene ard
conflict, of partnersip and competitiori (1960/1980p. 89). In thee
games both playes cen beneft from mutud cooperation but eah
can gain more from double-crossig the othe one—tha is, from "de
fection.

Severd mixed-motive game hawe bee identified as relevan to world
politics (Snyde ard Diesing 1977 Snidal 1981 Oye 1983h Stein

1 Far purposs of exposition this discussio uses game-theoreti terminoloy and
matrices to discus the problem of collective action It is importanf however to rec
ogniz tha wha Oran Young calls "manipulativé mode$ of bargainirg are equaly
importart for an exploration of this isste from the actors standpoint Manipulative
modes emphasie “the presene of both strategt interaction ard imperfed informa
tion." As we will see late in this chapter both of the® conditiors are highly relevan
to the problem of the functiors performel by internation& regimes On manipulatie
modeb of bargaining see Young 1975 especialf pp. 303-18 ard Schelling 1960
199 ard 1978
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1983) Of particula interes is the well-known gane of "Prisoners
Dilemma;’ sinee it demonstratetha unde certan conditiors rationd
actos find themselve unabk to reah a Pareto-optimasolution de
spite a certan degre of convergene of interess betwea& them Not
all situatiors in world politics or the internation& politica econony
take the form of PrisonersDilemmg but mary do ard the issus
posel by PrisonersDilemma are centra to the problens of discod
and cooperatio discussé in this bodk (Taylor, 1976)

Prisoners Dilemma is basel on the fable of two guilty partnes in
crime who are being questiond separatgi by the District Attorney:.
Ead prisone knows tha if neithe confessesthe DA will only hawe
sufficient evidene to convid them for misdemeanordeadiry to thirty-
day prisan termrs for each If both confesshowever theywill ead be
sentence to a yea in the penitentiary This prospet might seen to
give both an incentive nat to confess excep tha the cleve DA has
promisel that if eithe confesse while the othe refusesthe confesso
will nat be prosecutd at all, while his recalcitram partne is punishe
severgy with a five-yea sentence

Unde the® conditions eah prison& recognize tha on ground
of narrov self-interes he shoutl confes whateverhis partner does.
If his partne alo confesseshis own confessia a leas save him
from the punitive five-yea sentenceard if his partne refuse to con
fess his own confessio lets him go free (at his partners expensg
rathe than being convictel of a misdemeanorAs a resut of thee
calculationswe are urged to concluck tha two rational self-interestd
individuals in sud a situatian will both confes ard will receive prisan
sentencethd they could hawe avoidel by cooperatig with ead othe
ard "stonewalling the District Attorney. Tha is, to "defect from
cooperatig with ones partne (to confes to the DA) seens to be the
dominan strateg for both players

A familiar game-theor matrix for PrisonersDilemmag with a nu-
mericd exampé included is provided below If both playes cooperat
with eat othe (nat confessig to the DA), they receiwe the reward
R. If they defed (both confess) they are punished P. If ore defecs
while the othe cooperatesthe defecta receive the benefit T, of
succumbig to temptatiom and tricking his partner while the coop
erato receive the sucke payoff, S To insure tha an even chane of
exploiting or being exploited is worse than mutud cooperationthe
standad definition of PrisonersDilemma includes the provisian tha
the rewad for cooperatia is greate than twice the sum of the payoffs
for tricking the othe acto ard beirg the sucker

The logic of collective action as explainel by Mancu Olson Jr.
(1965) is similar in its essentid to this logic of PrisonersDilemma
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Prisoners ' Dilemm a

Column's Choice

COOPERATE DEFECT
Row's choice: COOPERATE R, R(3, 3) S, T(@ 4
DEFECT TS 4 1) P, P2 2
Payoff ordering: T>R>P>S Condition: R >(S + T)/2

(Hardin, 1982 ch 2). In situatiors calling for collective action co
operatia is necessarto obtan a god tha (insofa as it is produce
at all) will be enjoyad by al membes of a sd¢ of actors whethe they
hawe contributel to its provisin or not When eadht membess con
tribution to the cog of the goal is smal as a proportin of its totd
cost self-interestd individuals are likely to calculae tha they are
bette off by na contributing since their contributian is costly to them
but has an imperceptibé effed on whethe the goal is produced Thus
as in PrisonersDilemma the dominan strateg for an egoistc indi-
vidualig is to defect by na contributirg to the production of the
good Generalizig this calculatio yields the conclusim tha the col
lective godal will nat be produced or will be underproduceddespie
the fadt tha its value to the grow is greate than its cost

Both PrisonersDilemma ard the problem of collective action hawe
grea heuristt value They wam us agains the fallacy of composition
which in world politics would lead us to believe tha the sources of
discod mug lie in the natuee of the actos rathe than in ther patterrs
of interaction PrisonersDilemma ard the logic of collective actin
both suggeston the contrary the powe of "third image explana
tions which attribute causaliy to the natue of the internationé sys
tem rathe than the natue of states(Waltz, 1959) Both Prisoners
Dilemma ard collective actin argumend focus attentian on issues of
enforcementcommitment ard stratege interaction all of which are
significart for world politics. Perhap even more importan theg models
especialf PrisonersDilemma drav ow attention to ways in which
barries to informatian ard communicatia in world politics can impece
cooperatio and creae discod even when comman interess exist

LIMITATION S OF RATIONAL -CHOICE MODELS.
CHOICE, ANOMIE, AND ETHICS

Single-play PrisonersDilemma is often taken as a paradign for in-
ternationdpolitics, showirg why discod is prevalem and cooperatia
rare It is sometime usal al to suppot argumerd tha internation&
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institutions are doomel to futility. Sud is na my argument | sed
to show in this chapte ard the next that if we use rational-choie
theoly properly, we shoutl expet a substantibamoun of cooperatio
in the internation& relatiors of the advancd market-econom coun
tries ard tha rational-choie theoly ard the theol of collective goods
help to shav why institutiors are significart in world politics, ard
even crucid to successfucooperation Before developiry this argu
ment however it is importart to examire sorre objectiors to the use
of rational-choie theoy in the first place

The assumptia of rationd egoisn creats an abstragtunrea world
for analysis It can misleal us if we take premise for reality and sed
to appl our conclusim in a simple-mindd way to the world tha we
observe Yet it is valuabk as a simplifying assumptia with which to
build theory sine it provides a baselie premisél on a relatively
uncomplicatd situation characterizeé by purely self-interestd ard
rationd behavior Tha is, rational-choie theoy provides us with a
sd of hypothetich expectation tha we can then ted againg expe
rience Max Webe (1905/1949 pp. 166 185-8§ discussd sud an
approab to "the logicd analyss of history' when he arguel that "in
orde to penetrag to the red causé interrelationshipswe construct
unrealones" We build what he called "ided types' The constructio
of unred expectation basel on assumptios of rationd egoisn con
tributes to a causé analyss without committing us to the view tha
the assumptios of the theoy are necessaml true

Thus rational-choie modeb hawe gred valug but they canna be
applied mechanical} to world politics. Ther assumptios can easiy
be distortal in sud away as to do violene to reality. Insofa as this
is the case ther conclusios will nat be compellirg and may even be
profoundly misleading Three importan potentia distortiors of theg
modek are worth mentioning First, we may assune too easiy tha
actors decisiors are in sorre meaningfli seng voluntary thus running
the risk of ignoring inequalities of powe amory actors A seconl
pitfall is to equaé the premiseof egoisn with an atomistc assumptia
abou the role of the individud in society Finally, rationality may be
confusel with egoism All three of the® potentiad distortiors sugges
the neal to be vely carefu in applyirg rational-choie theowy to world
politics.

Choice and Constraint

Using rational-choie theow for the stud/ of internation& coop
eratin implies tha the relevan decisiors of governmentsard othe
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actors abou whethe to cooperag can be treatel as if they were
voluntary, But the notion of "voluntary' actin in a world in which
both military ard economt instrumers of coercio are availabk seens
problematich a best Anyone who has though abou Hobbes ten
dentiots discussio of "voluntary' agreemerstin Leviathanrealizes
the danges of casuisty entaile in applying voluntaristc analyss to
politics. Hobbes holds that in the stak of nature covenard enterel
into out of fear are obligatory, indeed "even in commonwealthsif |
be forced to redeen mysef from a thief by promisirg him money |
am bourd to pay it till the civil law discharg mé' (1651/1958 ch
14, p. 117) Thus in a stak of natue (which Hobbes assex is the
condition of sovereigs relative to one anothey | am bourd by prom
ises mace unde duress—wih agun & my head—sine | haverationally
chos@ to malke the® pledge rathe than to be shot

This odd notion tha sud severgf constraind choices creae mord
ard politica obligatiors is nat inherer in rational-choie theoly usel
for positive analysis But the focus of this theol on choie rathe than
on prior constraing can be highly misleadiny if we are not careful
we could assure tha sine our mock of analyss is voluntaristic the
proces is genuiney voluntaristt as well. My respons to this problem
in analyzirg internation& cooperatia is to distingui$ two aspect of
the proces by which internationaregimes cormre into being impositian
of constraintsard decisionmakingConstraing are dictatel both by
environmenthfactois sud as geograpl ard by powerfu actors Re
gimes can be more or less "imposed; tha is, decisiors to join them
can be more or less constraind by powerfu actos (Young 1983)

In formd terms we could regad ary regime as having been createl
or maintainel voluntarily in the Hobbesia senseindependenactos
with the ability to refuse consentd to join it. But if the® actos were
weak acting unde fear of invasian or economg collapse mog peopé
would na regad their accessio as purely voluntary In sud a situ-
ation, we shoutl focus first on the constrains unequaly impose on
actos before examinirg their choices More generally we neal to be
awae tha arny agreemenresultirg from bargainirg will be affecta
by the differert opportuniy coss of alternative faced by the various
actors—thais, by which party has the greate neal for agreemen
with the othe (Harsanyj 1962/1971 Hirschman 1945/1980) Re
lationshis of powe armd dependenein world politics will therefoe
be importart determinarg of the characteristis of internationa re-
gimes Actors choices will be constraind in sud a way tha the
preference of the mog powerfu actos will be accordd the greates
weight Thus in applyirg rational-choie theoy to the formatian ard

71



COOPERATION IN THEORY

maintenane of internation& regimes we hawe to be continualy sen
sitive to the structur& context within which agreemerst are made
Voluntary choie does nat imply equaliy of situation in explainirg
outcomesprior constraing may be more importart than the proces
of choie itself.

If we keep the® prior restrictiors on choice in mind, we can employ
rational-choie analyss in a sophisticatd way without implying eithe
tha actos are equéd in powe or tha ther actiors are necessawl
voluntawy in the seng of beirg unconstrainedWe can use rationat
choie analys$ to understad decisiors to construt internation re-
gimes while keepirg in mind that acrucid pat of the whole process-
the establishmenof a contex of powe relatiors involving differert
opportuniy coss for differert actors—hato be considerd separately
Indeed usal in a sophisticatd way, rational-choie analyss shoutl
draw our attentia to constraintssine choices mug be macde within
a context of powea as wel as values A constraint-choie approab
draws attention to the questim of why disadvantage actos join
internation&regimes even thoudh theymay receiwe fewe benefis than
othe members—a issLe ignored by argumers tha regad certan
regimes as simply imposed We& actos as wel as powerfu actos
make choices tha we neal to understandeven if they make them
within more sevee constraints

In avoluntaristt rational-choie analysis ead acta is assume to
hawe calculatel that it will be a leas as wel off as a membe of an
internation& regime as outsick of it—given the prior structue of con
straints Otherwise it would nat hawe joined Yet the importane of
prior constraintsard of the inequalities of powe tha lie behird them
reminds us tha the resuls of voluntary bargainim will nat necessan
be entirely benign Thee is no guarante tha the formation of inter
nationa regimes will yield overal welfare benefits To strengtha ther
bargainiry positions powerfu actos may impose constrains on weake
ones prior to formation of a nev regime or may threate adverse
resuls if the weake countries refuse to go alorg with a hegemord
schemeFa instancewe will see in chapte 8 that during World War
Il ard in the immediak postwa yeas the United State controlled the
levd of British financid reserve ard tightend its grip on Middle
Easten oil. Both of the® measure mack Britain more dependenon
American god will than otherwise thus increasig the opportuniy
coss of British resistane to American plans From aliberd economt
standpoint constructio of a stabé internationh monetay regime
centere on the dollar, ard of a nondiscriminatoy trace regine pro-
vided welfare benefis for everyone but elemens of British sociey
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that sough maintenane of the Imperid Preferene systen (whethe
for reasos of Empire or a desie to construt socialism did na shae
tha view. Even sone of thoe who agree to the American terns
regarde adherene to the® regimes as a lamentabé ard costy ne
cessy rathe than a beneficid opportuniy (Block, 1977 Gardney
1956/1980)

Even if the membes of an internation&regime are conter with its
arrangementsoutsides may suffer from its creation Indeed sone
regimes (sud as alliances or cartel-tye regime$ are specificaly de
signal to impoge coss on nonmembersAlthough it would be difficult
or perhap impossibé to compae thee coss with the benefit to
members ther is no reasm necessanl to assure tha the benefis
would be greate than the costs Sine the point is often missed it
shoul be underlined althoud internation&regimes may be valuabk
to ther creatorstheydo not necessarilyimprove worldwelfare. They
are nat ipso facto "good:'

Egoismand Anomie

The seconl majar pitfall in usirg rational-choie analyss to study
cooperatio and discod in the contemporar world econony lies in
the dange tha the assumptia of rationd egoisn will be equatd
with the assumptia tha actos are anomc individuals outsice of
human society This premise which as we will see is na intrinsically
necessar for rational-choie theory, is also Hobbesian The playes
exig in a stat of natue with respet to ore another An obviows
aspetdf this situatian is tha they are unabk to enfore commitments
But in a large sensg they are profoundly separat from one anothey
not linked by sharel experiencesethicd preceptsor expectation of
future interactiors with identifiable individuals

The apparentl compellirg conclusim of single-ply PrisonersDi-
lemma—tha defectirng is a dominan strategy—depersion this atom
istic assumptionPlayes are assumd to be "possessig individualists
(Macpherson 1962 Ruggie 1983ap. 277) They are rationd in the
calculatirg sense they se& to maximize ther expecte utility, unin-
fluencal by ethicd principles or standard of fairness Yet egoistc
playess linked by a comma society with expectatios of interaction
may ad asif they sharel ethicd standardsSupposefor instancetha
the two prisones in our exampé were membes of a sociey of crim-
inals sud as the Mafia. Unde the® conditions we would expet them
not to confess This behavio would nat necessawi refled ary irra-
tionality on ther part or ary ethicad principles but rathe resut from
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the effect of ther comma membershp in an ongoirg organizatio
on ther payof matrices To confes would be equivalet to signing
ones own deah warrant a confesso could expet to be murdere
on leavirg prison if na before Thus the subjectie garre matrix for
thes prisones would be as follows:

Column
COOPERATE DEFECT
COOPERATE R R @& 4 S, T(3 2
DEFECT T, S(2 93 P,P(LY

This gane s, of course na PrisonersDilemma despie the District
Attorneys attemp to male it such Mutud cooperation—nbcon
fessing—s the dominarn strateg for both players ard the equilibrium
is therefoe found in the upper-lef cel a R, R.

Rationality and Ethics

Even when socia ties are less cohesie ard coercive than thos of
the Mafia, appareh PrisonersDilemma game may hawe quite dif-
ferert payof matrices if a lea$ ore playe holds ethicd views tha
value cooperatio ard censue actiors harmfu to others If Row is a
strongy ethicd persm who would be tormente by guilt for defectirg
in respons to an experimentes temptation while Column is the
anomc self-interestd individud of game theory the subjectiv matrix
of a supposedl PrisonersDilemma gane would look like this

Column
COOPERATE DEFECT
COOPERATE R, R (4 3 SST@G 4
DEFECT T, S (2, 1) P, P(1, 2

In this game Row's dominart strategy is to cooperate Columns
is to defect ard the outcone S T is a stabé equilibrium that neithe
playe has an incentiwe to alter Row prefes beirng the "suckel' to
doing wrong

By itself, this differene betwea players$ ethics does na poe a
difficulty for rational-choie theory We can understad Rows be
havia as rational sine ste tries to maximiz he expectd utility,
althoudh ste is nat egotistical sinee ske incorporate others prefer
ence into he own utility function Altruists and sains can be as
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rationd as the crasseismaterialis or mog resoluge bully. It is the
assumptio of egoism na tha of rationality, tha ther behavio vi-
olates Theoriss of rationd choie sometime fail to recogniz this
fact, assumig on the contray tha sud behavie mug be the resut
of irrationality rathe than of anonegoisti preferene function Hardin
(1982 pp. 117-24) for instance labek as "extrarationdl sud activ
ities as contributing on Kantian mord grounds to organizatios pro-
moting ones view of the comma good

Rational-choie analyss does nat necessani imply tha peopk are
egoists But to use rational-choie logic one need to make someas
sumptiors abou the values ard interess of the actors precisey be
cau® the logic alore isempirically empty Any rational-choie analyss
has to assure a prior contex of power, expectationsvalues and
conventionswhich affed how interess are determind as well as wha
calculations given interests are mace (Field, 1981) We can just as
well assume tha the actos are imbuead with values transmittel by
society or tha they follow principles of fairness as tha they are pure
possessi individualists

ITERATED PRISONERS DILEMMA AND
COLLECTIVE ACTION IN SMALL GROUPS

With thes limitations of rational-choie theowy in mind, we can con
sidg one agan the gane of Prisoners Dilemma The apparent}
compellirg conclusim referrel to above—thadefectirg is adominarn
strategy—depergdon the assumptia tha the gamne is only played
once or & mog a smal numbe of times If the gane is playal
repeatedl by the sane players—thais, in “iterated PrisonersDi-
lemma—"t is general agree tha playes may rationally cooperaté
(Hardin, 1982 p. 145 see alo Taylor, 1976 ch 5)2 The essentih
reasm for this differenc is that in multiple-play PrisonersDilemma
defection is in the long run unrewarding sinee the short-rin gairs
therely obtainel will normally be outweighel by the mutud punish
mert tha will ense ove the long run. For cooperatia to take place
of course future rewards mud be valued if, on the contrary the

2 |t is often hel tha ary PrisonersDilemma gane with avely large but finite numbe
of plays known in advancewill lead to the sane noncooperatig solutian &s the single
play game But Russdl Hardin (1982 pp. 145-50 has given strorg reasos to believe
that rationd playes would nat go throudh the contortel calculatiors necessarfor this
perverge ard self-defeatig resut to obtain ard it is certainy difficult to beliewe tha
ordinaty players outsice of the theorists office, would do sa
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playes emphasie with Keynes tha "in the long run we're al dead;

they may prefe to defed to obtan bette resuls in the present In-

centives to cooperat al depenl on the willingness of ones opponen
to retaliak agains$ defection When playing agains a sairt or apatsy
it may pay to be a bully. Robet Axelrod (1981 1984 has shown

tha when future reward are sufficiently valued a strateg of "tit for

tat' does well in avariet of situations—i technichterms it is robug

and collectively stable A playe following this strateg begirs by co

operating then does whateve hea opponeh did on the lag move

retaliatirg for defection ard reciprocatiig for acs of cooperation
When both playes use this strategy compleé mutud cooperatia
results Axelrod shows that even amorg pure egoists cooperatia can
"emergé if a large enoudp initial cluste of potentid cooperats
exists

As we notal in chapte 4, sud cooperatia neal na involve ary
negotiation & all, sine mutud adjustmen can take place without
dired communicatio betwea the participantsin thisbook however
we focus on coordinatim achievel throudh bargaining Sud bar
gaining typically occus na only in one bargainig episo@ but in
several ove aperial of time. Negotiatiors on internationdmonetay
arrangementdrade ard enery take placee continuousy ard are ex
pecta to continwe indefinitely into the future Furthermorethe fact
that mary closel relatel negotiatios take plae simultaneoug! in-
creass the "multiple-play’ rathe than "single-play characte of the
game Usually, unlike the actos in PrisonersDilemmg governmerg
can rever® decisiors to cooperat if they discove tha ther partnes
are renegig on ther own agreementsThis possibiliy has an effed
similar to tha of iteratin of the game sinee it reducs the incentives
to defect Thus even insofa as internation& negotiatios can be mod
eled in the simple form of PrisonersDilemma—ai we will see later
that to do 0 requires a numbe of questionald simplifying assump
tions—the pessimisti standad conclusim of single-ply Prisoners
Dilemma does na follow (Wagner 1983)

The theoly of collective actiln can alo hep to accoum for coop
eration Olsan concludel from his analyss that large grougs seekiry
to provide collective (public) goods shoutl be extremey difficult to
form, sine eahr membe would hawe an incentive nat to contribue
to provisia of the good He argued howevertha smal grougs might
be "privileged’, tha is, they might be ablke to provide sud goods
eithe becaus it was in the interess of a single actag to do < unilat
erally or becaus a smal numbe of individuals who were abk to
monita ead others behavio ard read strategicalf to one anothey
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could do sa The latter situation is similar to that of iteratel Prisoners
Dilemma when decisiors to contribue are not mace only once but
are taken frequenty ove time, it may pay to cooperad becaus other
wise ones partnes may defect leavirg onesdl worse off. Strategt
interaction in a situation involving collective goods as well & in
Prisoners Dilemma can foste cooperation

Contemporay internationarelatiors are besé by dilemmas of col
lective action but the® dilemmas are rendere less intractabé by the
smal numbe of states involved Even in globd negotiationsthe num-
be of stats does nat excee abou ore hundrel ard fifty, mary of
which do nat play significart roles Among the advancd industrializel
countries negotiatios rarely depen on more than a few crucid par
ticipants Far example the institutionalizel econom¢ summit involve
only seven leaders and the entire Organizatio of Economc Coop
eration ard Developmen (the umbrell organizatiao for the advancd
industrializel countrie$ has only twenty-for members of very un
equa size ard influence Rathe& than having 0 mary actos tha the
contributiors of ead exet no effecs on the propensiy of othes to
contribute internationapolitical-economi bargainiig amoryg the ad
vancal industrializel countries involves a smal nhumbe of govern
mens intensey interactirg with one anothe ard carefully monitorirg
ead others behavior Even if no hegema exists a smal nhumbe of
strorg actos may be able to accomplié this tak together As we saw
in chapte 3, ther is nothing in Olsons theok tha precludes effective
oligopolistic collaboratim amorg afew actors eat of which monitors
and reacs to the behavia of ead of the others

Olsm al arguel tha the succes of certan large grous relying
on a diffuse memberstp to provide public goods was explainel by
their provisian of private good as a by-produ¢ of membershipFarm
ers joining the Fam Bureay for instance might nat only contribue
to the collective godl of lobbying for governmentiabenefits but they
might also therely gain acces to cheg insurane or a farmers$ co
operative Thus the logic of collective action would lead organizatios
to sed to privatize sone of wha they provide

Internationd regimes frequenty do the sane thing (Oye 1983b)
Duncan Snidd (1979 has pointed out tha the benefis provided by
internation&regimes rarely med the classt criteria for apublic good
impossibility of excludirg noncontributos ard jointnes of suppy
(additiond consumptia of the goal by new consumes does nat affed
other$ consumptia of it). For instance only membes of the Inter
nationd Energy Ageng are entitled to receiwe oil unde the emergeng
sharirg arrangementsalthoudh othe consumes may beneft if the
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IEA succeed in deterrirg anothe produce embarg couplal with a
rapid rise in world petroleun prices Only membes of the Interna
tiond Monetay Furd (IMF) cen borronv from the Fund althoudn
nonmembes may al be the beneficiaris of IMF actim to stabiliz
exchang rates or avod adeli collapse And the trace regine centerd
on the Generh Agreemen on Tariffs ard Trace (GATT) is sd up in
sud away tha countriestha refuseto accepthe rules can be exclude
from benefits in this cag the benefis of most-favored-natio treat
ment Thus the theoy of collective goods is as valuabk in explainirg
the forms tha cooperatia mug take to avod problens of collective
action as it is in accountig for discord

Rational-choie analyss is usel in this bodk nat to reinforcee the
conventionhwisdam tha cooperatia mug be rare in world politics,
but to shaw that it can be pursue even by purely rational narrowly
self-interestd governmentsunmovel by idealistc concen for the
comma goal or by ideologich commitmen to a certan patten of
internation& relations Tha is, rationd egoiss can haw incentives to
form internation& regimes PrisonersDilemma ard modes of collec
tive action hep to demonstrad this point So do less familiar but quite
suggestie approachg base on theories of marke failure in econom
ics, which will be discusse below Togethe the® theories basel on
assumption of rationaliy emphasie the significane of actors rep
utatiors ard the importane of internation&institutiors within which
repeatd interactiors amorg the sane actos take plae ove a sub
stantid periad of time.

EGOISTIC COOPERATION AND THE CREATION
OF INTERNATIONAL REGIMES

We sav in chapte 3 tha hegemorg powes may heb to creae in-
ternation& regimes althoudn sorre reasos were given thele to doult
tha hegemoy was necessar for regime formation The finding in
this chapte tha cooperatio can develg amory egoiss without a
hegema reinforces those doubs by providing a stronge theoretich
bass for them Whethe ahegema exisk or not, internationaregimes
depenl on the existene of patterrs of comma or complementar
interess that are perceivel or capabé of beirg perceivel by politica
actors This makes comman actian to produe joint gairs rational A
hegema may heb to creae sharel interess by providing reward for
cooperatio ard punishmers for defection but where no hegema
exists similar rewarc and punishmerd can be providel if conditiors
are favorable Outcoms mud be determind by a relatively smal
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numbe of actos tha can monita eah others compliane with rules
ard practics ard tha follow strategis making othe governments
welfare dependenon ther continua compliane with agreemenstard
understandings

Thus intensiwe interaction amorg a few playes helgs to substitué
for, or to supplementthe actiors of ahegemonAs ahegemors powe
erodes a gradué shift may take plae from hegemorg to post-heg
emont cooperation Increasingly incentives to cooperat will depemnl
nat only on the hegemors responsg but on those of othe sizabe
states Sud atransition may be difficult in practice sine expectation
may lag behird reality; but nothirg in rational-choie analyss rendes
it impossible

The ability to creae cooperatio when it is desir@l by governmerd
will aloo deperl on existirg patterrs of regimes The creatia of nev
internation& regimes may be facilitated by the mutud confidene cre
ated by old ones Regimes rarely emerg from chaos on the contrary
they are built on one another We shoutl therefoe think as muc
abou the evolutin of regimes as abou ther creatio ex nihilo. This
intricate connectio betwe@ the operatim of old regimes ard the
creation of new ones mears tha afunctiond analyss of regimes sud
as is developd in the reg of this chapte ard in chapte 6, is crucid
for understandig nat only why regimes are createl ard maintained
but alo how they evolve ove time.

As we hawe seen incentives to form internation regimes depel
mog fundamentail on the existene of sharel interestsThe® interess
may refled the gairs to be obtaine from exploiting othes more
effectively—creatig and sharirg "rents"—a in raw materia cartels
But they may als be basel on amutud desie to increag the efficiency
of the exchanggein which they engageln the latter caseit will matter
how deng is the "policy space! tha is, how closel linked different
issues are to one another The incentives to form internation regimes
will be greate in den® policy spacse than in are@ with lower issie
density owing to the fad tha ad hoc agreemerstin a deng policy
spae will terd to interfere with ore anothey unles they are base
on a comma sé of principles and rules Whete isste densiy is low,
ad hocagreemerstmay well be sufficient but wherre it is high, regimes
will redue the cost of continualy taking into accoum the effed of
one sd of agreemerston others Ead new agreemetncan be compare
more efficiently with a given sa of rules and procedurs than with
ead othe agreementthe existene of the regine establishestandard
for consistencyFar this reaso thee is likely to be increasiig demaial
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for internation& regimes as interdependergcgrows and policy space
becone more dense

FUNCTIONAL EXPLANATIONS AND THEORIES
OF MARKET FAILURE

Taking a rational-choie approab to studyirg behavio direct our
attention in the first instane to the incentives facing actors If we
assune rationality, askirg why an acto behave in a certan way is
equivalen to askirg what its incentives were tha is, wha were the
opportuniy coss of its various alternatie courss of action?

Opportuniy coss are determind by the natue of the environmeh
as well as by the characteristis of the actor Institutions interpretel
within a rational-choie framework affed the contex of choie ard
therefoe the opportuniy coss of alternativesin usirg rational-choie
analyssto study institutions therefore we are immediatey led toward
afunctiond argumentAccordirg to this line of analysis "institutions
are functiond if reasonatld men might creaé ard maintan them in
ordea to med socid need or achiewe socid goal$ (Simon 1978 p.
3). Econome reasoningas Sima arguescan readily be "translatet
into the langua@ of functiond analyss ard vice versa

In general functiond explanatios accoun for causs in terms of
their effects Tha is, "the characte of wha is explainel is determine
by its effed on wha explairs it" (Cohen 197§ p. 278) Sq for
example investmen is explaine by profit, as in the statemenh"The
increasd profitability of oil drilling has increasd investmenh in the
oil industry" Of course in a tempora seng investmen s the caug
of profit, sine profits follow successfuinvestment But in this func-
tiond formulation the caush pat is reversed effed explairs cause
In our example this invere link betwea effed ard caug is provided
by the rationality assumption anticipatedprofits lead to investment

Function& explanatios in socia theory like the functiond expla
natiors of internationaregimes developd in thischapteyare generaly
pos hocin nature We obsere sud institutiors ard then rationaliz
their existenceRational-choietheory asappliedto socidinstitutions
assumes tha institutiors can be accountd for by examinirg the in-
centives facing the actos who createl and maintai them Institutiors
exid becaus they could hawe reasonalyl been expectd to increae
the welfare of ther creators

3 | follow the definition of opportuniy coss provided in the InternationalEncyclo-
pedia of the Social Sciences(1969 by Alchian: the value of "the highest-valud op-
portunity necessam forsaketi (p. 404)
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Neverthelessfunctiond argumers sud as thee mug be usel with
caution Even if the institutiors in questimm perfom the functiors
ascribel to them they may hawe emergd for differernt reasons For
instance the fact tha private propery rights hep individuak coor
dinatke their behavio unde capitalisn does not refute the argumerd
of Marx or Roussea tha they were inventel by peopk who sough
to explot othes rathe than to cooperat with them (Heymann 1973
p. 872) Furthermorefunctiond argumerd do nat demonstra eithe
tha existing institutiors had to emer@ or tha institutiors tha failed
to emerg would hawe bee inferior. The crucid reasm for inconclu
sivenes on this poirt is that theg argument do na conside whethe
hypothetica alternatie institutiors could hawe performal just as well
or better We hawe sea from the theoy of collectie actin tha
valuabk institutiors tha would beneft a sé of individuak will nat
necessanl be created Thus it is logically possibé that institutiors
superio to thos tha exid might hawe evolved unde differert con
ditions Functiond argumend do not, therefore establi$ that existirg
institutions are uniquelywell adapte to the interess of the actos
who maintan them As Simm indicates "this kind of argumebh may
demonstrat the sufficieng of a particula patten for performirg an
essentiafunction but cannd demonstra its necessity—cannshav
tha there may na be alternative functionally equivalent behavia
patterrs tha would satisy the sane need (1978 p. 4).

Fortunately functiond analyss does nat hawe to shov tha a given
sd of institutiors was uniquely well adapte to the environmen in
orde to malke a causé argument To demonstratefor example tha
the limited liability corporatimn was inventa to facilitate large-scad
economé projecs would na require showirg tha it was the only
institution tha could hawe dore sa But a sourd functiond argumen
does hawe to provide goal reasos to beliewve in a causé connectio
betwea the functiors tha an institution perfornms on the ore hard
and its existene on the other From this standpointthe mog impor
tant dange lurking behird functiond explanatios is the pos hoc
ergo propter hoc fallacy. institutiors may be interpretel as having
arisan becaus df the functiors they mud hawe served when they in
fact appeard for purely adventitios reasons

Ore way of avoidirg this fallacy is to shawv tha the actos beirg
investigate are rational and tha the institutiors ard the socia prac
tices to be explainel were designéd to fulfil| anticipatel functions In
this way, effect can explan causesFa instance we could sa tha
the formation of the Internation& Energy Ageng is explainal by its
anticipate effecs on the securiy of consume governmentsoil sup
plies ard the solidity of U.S.-centerg alliances The only othe plau
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sible way of guardirg agains the pog hoc ergo propterhoc fallacy is
to demonstra tha thos institutiors ard practice tha fail to fulfil |

specified functiond requiremerg will disappernas aresult Darwinian

theories of natura selection ard economi theories of marginal-cos
pricing in a competitive economy reg on the latter logic. Dysfunc
tiond mutations ard firms tha fail to follow marginal-cos pricing,
will vanish In world politics, however state rarely disappearThus
the functiond argumen as applied to our subject-mattemus reg on
the premi® of rationd anticipation Unles actos can be assume to
anticipae the effecs of ther behavioy effect cannd possiby explan
causesard understandig the functiors of internationhregimes will
not hep to explan ther occurrencé.

In developig a functiond theoy of internation& regimes | will
rely in pat on the logic of PrisonersDilemma arnd theories of collective
action as discusse above But | will al©o make use of theories of
"markd failure" as developd by contemporar economistsAs we
will see the concep of marke failure will be helpfu in building our
theory Yet sine this literatuie is unfamiliar to mog studens of world
politics, it is necessarat this poirt to explicat afew of its basc ideas

Market failure refeis to situatiors in which the outcoms of market
mediatel interactiors are suboptimal given the utility functiors of
actos ard the resourcs a ther disposal Tha is, agreemerst tha
would be beneficid to all parties are nat made Georg Akerlof (1970
hasprovidel a telling exampé of this phenomeno in discussig the
"marke for lemons: As Akerlof explairs it, ownes of defectie usel
cass ("lemons) hawe a greate incentive to sel ther vehicles than do
owness of "creampuffs. Sine prospectie buyes know that they are
unabk reliably to determire when a usel ca is a "lemon;’ they will
insig on payirg less than the red value of agood-qualiy usel car, in
orde to adjug for the risk they run of beirg studk with a sou one
As aresult ownes of goal usal cais will be unabk to sel them for
their red value ard may therefoe be unwilling to sel them a the
discounte price tha the marke will bear Some mutually profitable

4G. A. Cohan makes it clea tha the validity of functiond explanatios does nat
deper on the validity of the doctrire of functionalism as developd in anthropolog
particularly by Malinowsk ard Radcliffe-Brown (1978 pp. 283-85) Cohen makesthe
point tha purposie (rational-choicg ard Darwinian theol constitue the two majar
forms of functiond explanationalthoudn he al arguesunconvincingy to me tha
"Lamarckiafi ard "self-deceptioh varians of functiond theoy can be identified (pp.
287-89) Fa a usefu sd of distinctiors on functionalism see Nage| 1961 especialf
"Functionalisn ard socid science, pp. 520-35 for an argumen justifying rules in
sociey in terrs of ther functiors for coordinatig human actions see Heymann 1973
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trades will thus nat take place buyes who would purchas a goal
usal ca a a given price and selles who would sel it a tha price
will be unabk to consummad the ded becaus of wha Akerlof calls
"quality uncertainty.

In situatiors of marke failure, the difficulties are attributel nat to
inadequacigeof the actos themselve (who are presumd to be rationd
utility-maximizers) but rathe to the structue of the systen ard the
institutions or lack thereof tha characterie it (Arrow, 1974§. Spe
cific attributes of the systen impog transactia cost (including in-
formation cost$ tha creae barries to effective cooperatio amorg
the actors Thus institutiond defecs are responsite for failures of
coordination To corred the® defects conscios institutiond inno-
vation may be necessaryFa instance a usefd innovatia in the used
ca marke is the institution of automobik deales who hawe reputa
tions in the community Deales with goa reputatios will be able to
sel cars a prices highe than thos obtaine by individuals who put
advertisemerstin the newspaperThe effed of dealersreputatiors on
buyers confidene may enabé exchangeto take plae betwea buyers
and sellersintermediatd by the dealerstha could nat otherwig hawe
occurred

The literatures on collective action PrisonersDilemma ard marke
failure all suggesthe plausibility of a functiond explanatia for the
developmenof institutions Institutions accordimg to this argument
are formed as ways to overcone the deficiencie tha male it impossibé
to consummad even mutually beneficid agreementsTher anticipatel
effects—whethetheg are welfare gairs resultirg from the sak of usel
cas by a reliable deale or benefis accruirg to governmerg from
being able to concet their actiors in the world politica economy—
explan ther causes

CONCLUSIONS

In this chapte we hawe shown tha rational-egois modes do nat
necessanl predia tha discod will preval in relatiors amory inde
penden actos in a situation of anarchy On the contrary it mattes
agred ded na only whethe anyore may be excludel from collectively

® Collective goods theory as discussé earlig in this chaptey identifies ore clas of
market-failue problems which arie in pait becaus the natue of the goods beirg
producel ard the numbe of actos involved give rise to problens of transactio coss
and information sud as thoe discussé below Asin the "marke for lemon$ example
however marke failures can al® occu without the goods involved beirg collective at
all.
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provided benefits but whethe interactiors amory the sane playes
can be expectd to continte ove time. If the egoist monita ead
others behavio and if enoudn of then are willing to cooperat on
condition that othes cooperat as well, they may be ablke to adjug
their behavio to redue discord They may even creaé ard maintan
principles norms rules and procedures—institutianreferrel to in
this bodk as regimes The® regimes facilitate nonnegotiatechdjust
mert by providing guidelines for actor§behavior in particular as we
will see in chapte 7, regimes may provide "rules of thumb' for actos
laboring unde the constraing of boundel rationality. But even for
classical rationd actos engagd in bargaining regimes cen be usefu
in helping them to achiee mutually beneficid agreementsas chapte
6 shows Propery designd institutiors can help egoiss to cooperat
even in the absene of a hegemors power

Rational-choie analyss therefoe helps us criticize, in its own terms
Realisms ble& picture of the inevitability of eithe hegemowg or con
flict. By reexaminiig Realisn in the light of rational-choie theoy ard
with sensitiviy to the significan@ of internationd institutions we can
becone awake of its weaknesseas well as its strengthsWe can strip
away some of the aum of verisimilitude tha surround Realisn ard
reconside the logicd ard empiricd foundatiors of its claims to our
intellectud allegiance
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.6.

A FUNCTIONAL THEORY OF
INTERNATIONAL REGIMES

Chapte 5 discussd how internation regimes could be createl ard
emphasizd therr value for overcomimy wha could be called "political
marke failure!" Now we turmn to a mote detailel examinatio of this
argumen by explorirg why politicad marke failure occus ard how
internation& regimes can help to overcone it. This investigatio will
help us understad both why states often comply with regime rules
and why internation& regimes can be maintaing even after the con
ditions tha facilitated ther creation hawe disappearedThe functiond
theoly developd in this chapte will therefoe sugges sone reasos
to beliewe tha even if U.S hegemort leadersip may hawe bea a
crucid facta in the creation of sorre contemporay internationh ece
nomic regimes the continuation of hegemow is nat necessayl es
sentid for ther continuel viability.

POLITICAL MARKET FAILURE
AND THE COASE THEOREM

Like imperfed marketsworld politics is characterize by institutiona
deficiencies tha inhibit mutually advantageaicooperationWe hawe
noted the prevalencein this self-hep system of conflicts of interes
betwea actors In economé terms the® conflicts cen be regarde as
arising in patt from the existene of externalities actos do nat bea
the full costs or receiwe the full benefits of ther own actions: Yet in
a famouws article Ronatl Coag (1960 arguel tha the presene of
externalities alore does nat necessanl preven effective coordinatio
amory independehactors Unde certan conditions declarel Coase
bargainirg amorg thes actos could lead to solutiors tha are Parete
optimd regardles of the rules of legd liability.

To illustrate the Coag theoren ard its counter-intuitive result sup
pos tha sod emittad by a paint factory is deposited by the wind
onto clothing hangirg outdoos in the yard of an old-fashiond laun
dry. Assunetha the damag to the laundyy is greate than the $20,00
it would cog the laundy to enclo its yard ard install indoa drying

! For an elaboratd versia of this definition, see Davis ard North, 1971 p. 16
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equipment o if no othe alternative were available it would be worth-
while for the laundy to take the® actions Assune alsq however
that it would cog the pairt factory only $10,00@ to eliminate its
emissiors of air pollutants Socid welfare would clearly be enhancd
by eliminating the pollution rathe than by installing indoa drying
equipmentbut in the absene of eithe governmentaenforcemenhor
bargaining the egoisttc ownea of the pairt factoy would hawe no
incentive to spem anythirg to achiee this result

It has frequenty been arguel tha this sot of situation requires
centralizel governmentaauthorit to provide the public god of clean
air. Thus if the laundy had an enforceal® legd right to demarl
compensationthe factoly owne would hawe an incentiwe to inveg
$10,0® in pollution contrd devices to avod a $20,0@ cout judg
ment Coag argued however tha the pollution would be cleane up
equaly efficiently even if the laundy had no sud recourself the law,
or the existene of a decentralizd self-hep system gawe the factory
a right to pollute the laundy ownea could simply pay the factory
owne a sum greate than $10,000 but less than $20,000 to instal
anti-soa equipment Both parties would agres to sone sud bargain
sinee both would benefit

In eithe casethe externaliy of pollution would be eliminated The
key differene would nat be ore of economt efficiency, but of dis
tribution of benefis betwea the factoy and the laundry In a self
help system the laundy would hawe to pay betwea $10,00 ard
$20,00 ard the factoy would reg a profit from its capaciy to
pollute But if legd liability rules were basé on "the polluter pays
principle;’ the laundy would pay nothing ard the factory would hawe
to inveg $10,0@ without reapirg a financid return Coag did nat
disput tha rules of liability could be evaluated on ground of fairness
but insistal that given his assumptionsefficient arrangemeistcould
be consummate even wher the rules of liability favored produces
of externalitis rathe than ther victims.

The Coag theoren has frequenty been usal to shaw the efficacy
of bargainimg without centrd authority, ard it has occasionalf been
applied specificaly to internationa relatiors (Conybearg 1980) The
principle of sovereignt in effed establishe rules of liability tha put
the burden of externalities on thoe who suffer from them The Coag
theoren could be interpreted therefore as predictirg tha problens
of collective action could easiy be overcone in internationa politics
through bargainig ard mutud adjustment—thtais, throuch coop
eratim as we hawe definal it. The further inferen@ could be drawn
that the discod observe mud be the resut of fundamenth conflicts

86



A FUNCTIONAL THEORY OF REGIMES

of interes rathe than problens of coordination The Coag theorem
in othe words coul be taken as minimizing the importane of Olsons
perverg logic of collective actian or of the problens of coordinatim
emphasize by game theory However sud a conclusimm would be
incorred for two compellirg ses of reasons

In the first place Coag specifi@ three crucid conditiors for his
conclusia to hold Thege were alegd framewok establishig liability
for actions presumaby supporte by governmentaauthority perfed
information ard zero transactio coss (including organization coss
and the cost of makirg side-payments)t is absolute} clea tha nore
of the conditiors is me in world politics. World governmeh does
not exist makirg propery rights and rules of legd liability fragile;
information is extremey costly ard often held unequaly by different
actors transactia costs including coss of organizatio ard side
paymentsare often very high. Thus an inversionof the Coag theoren
would seen more appropria¢ to our subject In the absene of the
conditiors that Coag specified coordination will often be thwarted
by dilemmas of collective action

Second recen critiques of Coases argumen reinforce the conclu
sion tha it canna simply be applied to world politics, ard sugges
further interestirg implicatiors abou the functiors of internation&
regimes It has bea shown on the bass of gane theor that with
more than two participantsthe Coag theoren cannd necessani be
demonstratedUnde certan conditions there will be no stabké so
lution: ary coalition tha forms will be inferior, for & leas ore of its
membersto anothe possibé coalition The resut is an infiniteregress
In game-theoretiterminology the “"core' of the garre is empty When
the core is empty, the assumptia of zemo transactio coss mears tha
agreemenis hinderel rathe than facilitated "in a world of zew
transactio costs the inheren instability of al coalitiors could resut
in endles recontractig amory the firms" (Aivazian ard Callen 1981
p. 179 Veljanovskj 1982)

Wha do Coa® ard his critics togethe suggesabou the conditiors
for internation&cooperatia through bargaining First, it appeas that
approximatig Coases first two conditions—thais, havirg a clea
legd framewok establishig propery rights ard low-cog informatian
availabk in aroughly equa way to all parties—wil terd to facilitate
cooperatie solutions But the implicatiors of reducirg transactio
coss are more complex If transactia coss are too high, no bargairs
will take place but if they are too low, unde certan conditiors an
infinite series of unstabé coalitiors may form.

Inverting the Coag theoren allows us to analyz internation& in-
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stitutiors largely as responsgto problens of propery rights uncer
tainty, and transactiao costs Without conscioust designd institu
tions the® problens will thwat attemps to cooperat in world politics
even when actors interess are complementaryFrom the deficieny
of the "self-hep systemi (even from the perspectie of purely self
intereste nationa actor$ we derive a neal for internationaregimes
Insofa as they fill this need internation& regimes perfom the func
tions of establishig patterrs of legd liability, providing relatively
symmetrichinformation ard arrangim the coss of bargainilg s tha
specifc agreemerstcan more easiy be made Regime are developd
in patt becaus actos in world politics beliewe tha with sud arrange
mens they will be able to make mutually beneficid agreemersttha
would otherwig be difficult or impossibleto attain

Thisisto sg that the architecs of regimes anticipae tha theregimes
will facilitate cooperation Within the functiond argumen beirg con
structedhere the® expectation explain the formation of the regimes
the anticipatedeffectsof the regimes accoun for the actiors of gow
ernmens tha establit them Governmerd beliewe tha ad hoc at
temps to construt particula agreemeniswithout a regine frame
work, will yield inferior resuls compare to negotiatios within the
framewok of regimes Following our inversia of the Coag theorem
we can classify the reasos for this belid unde the categoris of legd
liability (propery rights) transactia costs ard problens of uncer
tainty. We will conside the issue in turn.

Legal Liability

Sinee governmert put a high value on the maintenane of their
own autonomy it is usually impossibé to establif internation& in-
stitutiors tha exercie authoriy ove states This fad is widely rec
ognized by officials of internation& organizatios and ther advocate
in nationa governmerg as well as by scholars It would therefoe be
mistaken to regad internation& regimes or the organizatios tha
constitue elemens of them as characteristicayl unsuccessfuattemps
to institutionaliz centralizel authoriy in world politics. They cannad
establif patterrs of legd liability tha are as solid as thos developé
within well-orderel societies ard their architecs are well awae of
this limitation.

Of course the lack of a hierarchicastructue of world politics does
not preven regimes from developimy bits and pieces of law (Henkin
1979 pp. 13-22) But the principd significan@ of internation& re-
gimes does nat lie in their formd legd status sine ary patterrs of
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legd liability ard propery rights establishd in world politics are
subjed to beirg overturné by the actiors of sovereig states Inter-
nationd regimes are more like the "quasi-agreemeritsha William
Fellne (1949 discusss when analyzirg the behavia of oligopolistic
firms than they are like governmentsThe® quasi-agreemesitare le-
gally unenforceald but, like contracts help to organiz relationshig
in mutually beneficia ways (Lowry, 1979 p. 276) Regime al® re-
sembeé conventions practices regardd as comma knowledg in a
community tha actos confoimm to na becaus they are uniquey best
but becaus othes confom to them as well (Hardin 1982 Lewis,
1969 Young 1983) Wha the® arrangemersthawe in comma is
that they are designe na to implemen centralizel enforcemet of
agreementsbut rathe to establif stabk mutud expectatios abou
others patterrs of behavio ard to develg working relationshig tha
will allow the parties to adap therr practices to new situations Con
tracts conventions ard quasi-agreemesitprovide information ard
generag patterrs of transactio costs cost of renegig on commit
mens are increasedard the cost of operatilg within thee frame
works are reduced

Both the® arrangemeistand internation& regimes are often wee
and fragile. Like contracs ard quasi-agreementsternationaregimes
are frequenty altered ther rules are changegdbent or broken to meé
the exigencis of the moment They are rarely enforcel automatically
and they are na self-executing Indeed they are often mattes for
negotiatiomn ard renegotiation As Puchah has argued "attemps to
enfore EEC regulatiors open politica cleavage up ard down the
supranational-to-lodacontinuum and spak inten® politicking alorg
the cleavag lines' (1975 p. 509)

Transaction Costs

Like oligopolistc quasi-agreementinternationé regimes alter the
relative coss of transactionsCertan agreemergtare forbidden Unde
the provisiors of the Generb Agreemenon Tariffs and Trade (GATT),
for instanceit is nat permittal to make discriminatoy trade arrange
ment excep unde specifc conditions Sine ther is no centralizel
governmentstate can neverthelesimplemen suc actions but ther
lack of legitimag mears tha sud measurs are likely to be costly.
Unde GATT rules for instance retaliation again$ sud behavig is
justified. By elevatirg injunctiors to the levd of principles ard rules
furthermore regimes construt linkages betwe@ issues No longe
does a specift discriminatoy agreemenconstitutemerel aparticula
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ad without generd& significance on the contrary it becoms a "vio-
lation of GATT" with serios implicatiors for alarge numbe of othe
issues In the terms of PrisonersDilemmg the situation has bee
transforme from a single-ply to an iteratal game In market-failue
terms the transactia coss of certan possibé bargais hawe bea
increasedwhile the coss of othes hawe been reducedn eithe case
the resut is the same incentives to violate regime principles are re-
duced Internation& regimes redu@ transactio cost of legitimae
bargairs ard increas tham for illegitimate ones

Internation& regimes alo affed transactio coss in the more mun
dare seng of makirg it cheape for governmert to ge togethe to
negotiaé agreementdt is more conveniehto make agreemerstwithin
a regine than outsice of one Internationd economi regimes usually
incorporae internation& organizatios tha provide forums for meet
ings and secretaria tha can ad as catalyss for agreementinsofa
as ther principles ard rules can be appliad to a wide variety of par
ticular issues they are efficient establishig the rules ard principles
at the outsé makes it unnecessagrto renegotiat them ead time a
specifc questim arises

Internation& regimes thus allow governmerg to take advantag of
potentid economis of scale One a reginme has bee establishegdthe
margind cog of dealirg with ead additiona isste will be lower than
it would be without a regime As we sav in chapte 5, if apolicy area
is sufficiently dense establishig a regirme will be worthwhile Up to
a point thele may even be wha economist cal "increasity returrs
to scalé: In sud a situation ead additiond isste could be included
unde the reginme a lower cog than the previows one As Samuelsn
notes in moden economies"increasimy returrs is the prime ca® of
deviatiors from perfet¢ competitior (1967 p. 117) In world politics,
we shoutl expet increasiig returrs to scak to lead to more extensie
internationa regimes

In view of the benefis of economis of scale it is na surprisiry
tha specifc agreementterd to be "nested within regimes Far in-
stance an agreemenby the United StatesJapan ard the Europea
Communiy in the Multilaterd Trade Negotiatiors to redue a par
ticular tariff will be affectel by the rules ard principles of GATT—
tha is, by the trade regime The trace regime in turn, is neste within
a sd of othe arrangementsncluding those for monetay relations
energy foreign investment aid to developirg countries ard othe
issueswhich togethe constitue a complex ard interlinked patten of
relatiors amorg the advane market-econom countries These in
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turn, are relatel to military-securiy relatiors amoryg the majar states.

The nestirg patterrs of internationaregimes affed transactio coss
by making it easie or more difficult to link particula issues ard to
arran@ side-paymentsgiving someoe somethiig on one isste in
retum for he hep on anothef Clusterimg of issus unde a regine
facilitates side-paymerstamory the® issues more potentid quidsare
availabk for the quo. Without internationé regimes linking clustes
of issue to one another side-paymergtard linkages would be difficult
to arrang in world politics, in the absene of a price systen for the
exchang of favors institutiond barries would hinde the construe
tion of mutually beneficid bargains

Supposefor instancetha ead issie were handlel separatgl from
all others by a different governmentabureal in ead country Sine
a side-paymenor linkage always mears tha a governmenmug give
up somethiig on one dimensim to g& somethilg on anothey there
would always be abureaucrat lose within eath governmentBureats
tha would lose from proposd side-paymentson issus tha matte
to them would be unlikely to bea the coss of the linkages willingly
on the bass of othe agencie'sclaims tha the nationa interes requirel
it.

Of course eat isste is nat considerd separatel by a differert
governmentadepartmenor bureau On the contrary issue are groupel
together in functionally organizel departmerg sud as Treasury
Commerceard Energ (in the United States) Furthermorehow gow
ernmens organiz themselve to ded with foreign policy is affectel
by how issue are organizel internationally issue considerd by dif-
feren regimes are often deat with by different bureaucraciea home
Linkages and side-paymerstamory issue groupel in the sane regime
thus becone easier sine the necessar internd tradeofs will terd to
take plac within rathe than acros bureausbut linkages amorg issues
falling into differert regimes will reman difficult, or even becone more
20 (since the naturd linkages on those issue will be with issue within
the sane regime)

Insofa as issue are deat with separatgl from one anothe on the
internationd level it is often hard in simply bureaucrati terms to
arrang for them to be considerd together Thete are bourd to be

2 For the idea of "nesting! | am indebtel to Aggarwa (1981) Snidd (198) al®
relies on this concept which was useal in a similar contex sone yeas agp by Barkwun
(1968) p. 17.

® On linkage see especialf the work of Kenneh A. Oye (1979 1983b) See alo
Stein 198Q ard Tollison ard Willett, 1979
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difficulties in coordinatiny policies of differert internation& organt
zations—GATT the IMF, ard the IEA all hawe differert membership
and different operatimg styles—n addition to the resistane tha will

appea to sud a mowe within membe governmentsWithin regimes
by contrastside-paymerstare facilitated by the fact that regimes bring
togethe negotiatos to conside ses of issue tha may well lie within
the negotiatorsbureaucrat bailiwicks & home GATT negotiations
as well as deliberatios on the internationh monetay system hawe

bean characterize by extensie bargainirg ove side-paymerst ard

the politics of issue-linkag (Hutton 1975) Thewell-known literature
on "spillover' in bargaining relating to the Europea Communiy

and othe integration schemescan al be interpretel as concernd

with side-paymentsAccordirg to the® writings, expectation tha an

integration arrangemeincan be expandd to new issue-areapermi

the broadenig of potentid side-paymentghus facilitating agreemen
(Haas 1958)

We concluc tha internation& regimes affed the coss of trans
actions The value of a potentid agreemento its prospectie partic
ipant will dependin part on how consistenit is with principles of
legitimagy embodiel in internation& regimes Transaction tha vio-
late the® principles will be costly Regime al® affed bureaucrat
cosb of transactionssuccessfuregimes organiz issue-area s tha
productie linkages (thos tha facilitate agreemerst consistet with
the principles of the regime are facilitated while destructie linkages
ard bargairs tha are inconsistethwith regime principles are discour
aged

Uncertainty and Information

From the perspectie of market-failue theories the informationa
functions of regimes are the mog important of all. Recal tha what
Akerlof called "quality uncertainty was the crucid problem in the
"marke for lemon$ example Even in game of pure coordinatim
with stabk equilibrig this may be a problem Conventions—com
muters meetirg unde the clok a Grard Centra Station suburba
families on a shoppimg trip "meetirg at the car"—becore important
But in simple game of coordination sevee information problens are
not embeddd in the structue of relationships sine actos hawe in-
centives to reved information ard ther own preference fully to one
another In the® games the problan is to read sone point of agree
ment but it may nat matte mucdh which of sever& possibé points is
chos@ (Schelling 1960/1978) Conventiois are importart and inge
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nuity may be required but seriows systemi impedimens to the ac
quisition ard exchang of informatin are lacking (Lewis 1969 Young
1983)

Yet as we hawe sea in our discussion of collectie action ard
Prisoners Dilemma mary situations—bdt in gane theoy ard in
world politics—ae characterizé by conflicts of interes as well as
comma interestsIn sud situations actos hawe to worry abou beirg
deceivel ard double-crossedjust as the buye of a usa ca has to
guad agains purchasig a "lemon:' The literatue on marke failure
elaborats on its mog fundamenthcontention—thatin the absene
of appropriag institutions sorme mutually advantageaibargairs will
naot be mack becaus of uncertainty—y pointing to three particulary
importart sourcs of difficulty: asymmetricalnformation moral haz-
ard; ard irresponsibility.

ASYMMETRICAL INFORMATION

Sore actos may know more abou a situatian than others.Expectirg
tha the resultirg bargairs would be unfair, "outsiders will be re-
luctart to make agreemerst with "insiders (Williamson 1975 pp.
31-33) This is essentiall the problem of "quality uncertainty as
discussd by Akerlof. Recal tha this is a problen na merel of
insufficient information but rathe of systematicallybiasedpatterrs
of information which are recognized in advane of ary agreemen
both by the holde of more information (the selle of the usel cai)
and by its less well-informed prospectie partne (the potentid buye
of the "lemort' or "creampuff, as the cag may be) Awarenes tha
othess hawe greate knowledg than oneself and are therefoe capabé
of manipulatiny a relationshp or even engagilg successfudeceptio
and double-crossis a barrier to making agreementsWhen this sus
picion is unfounded—thais, the agreemenwould be mutually ben
efical—it is an obstaab to improving welfare through cooperation
This problen of asymmetrichinformation only appeas when dis-
hones behavia is possible In a sociey of saints communicatio
would be open ard no ore would take advantag of superio infor-
mation In ow imperfed world, however asymmetrie of informatian
are nat rectified simply by communication Not all communicatia
reduce uncertainty since communicatio may lead to asymmetrich
or unfair bargainirg outcome as a resut of deception Effective com
municatio is nat measurd well by the amour of talking tha used
ca salespersando to customes or tha governmentaofficials do to
one anothe in negotiatirg internationaregimes The informatian that
is requira in enterirg into an internation& regime is nat merey in-
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formation abou othe governmentsresource and formd negotiatiiy

positions but alo accurag knowledg of ther future positions In

part this is a matte of estimatirg whethe theywill keep ther com

mitments As the "markd for lemon$ exampé suggestsard as we
will see in more detal below, a governmens reputatiom therefoe
become an importan assein persuadig othes to ente into agree
mens with it. Internationaregimes hel governmerdto assesothers
reputatiors by providing standard of behavio agains which per
formanca can be measuregby linking the standardto specift issues
and by providing forums often throudh internation& organizations
in which the® evaluatios can be made! Regime may alo include
internation& organizatios whos secretaria ad na only as media

tors but as provides of unbiaséd informatian that is mace available
more or less equaly to all membersBy reducirg asymmetris of in-

formation throuch aproces of upgradimg the generalevd of availabe
information internationaregimes redu® uncertainty Agreemerg basel

on misapprehensio ard deceptio may be avoided mutually bene

ficial agreemerst are more likely to be made

Regimes provide informatian to memberstherely reduciry risks of
making agreementsBut the information provided by a regime may
be insufficiently detailed A governmeh may requite preci® infor-
mation abod its prospectie partnersinternd evaluatios of a par
ticular situation their intentions the intensiy of their preferencesarnd
their willingness to adhee to an agreemeneven in adverg future
circumstancesGovernmerg alo neal to know whethe othe partic
ipant will follow the spirit as well as the letter of agreementsvhethe
they will shae the burden of adjustmento unexpectd advers change
and whethe they are likely to se& to strengtha the regime in the
future.

The significan@ of asymmetrich information ard quality uncer
tainty in theories of marke failure therefoe calls attention to the
importan@ na only of internation& regimes but al of variatiors in
the degre of closue of differert states decisionmakig processes
Some governmerg maintan secreg much motre zealousy than others
American officials, for example often lameri tha the U.S governmenh

* This point was suggeste to me by readirg Elizabeh Colsons accoun of how
stateles societis reat consenssion the characte of individuals through discussion
and gossp tha allow peopé to "apply the standard of performane in particula roles
in making an overal judgemen abou the totd person this in tum allows them to
predid future behaviot (1974 p. 53).
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leaks information "like a sievé and claim tha this opennes puts the
United State a a disadvantag vis-a-vs its rivals.

Surel there are disadvantagein opennessThe red or appareh
incoherene in policy tha often accompanig it may lead the open
governmens partnes to view it as unreliabk becaus its top leaders
whateve ther intentions are incapabé of carrying out their agree
ments A cacophog of messagemay rende all of than uninterpret
able But sone reflection on the problen of making agreemerstin
world politics suggest tha there are advantagefor the open govern
mert tha canna be duplicatel by countries with more tightly closel
bureaucraciesGovernmerg tha cannad provide detailel ard reliable
information abou ther intentions—fa@ instance becaus ther dect
sionmakirg processeare closel to the outsice world ard ther officials
are preventd from developig frank informd relationshig with ther
foreign counterparts—mabe unabk convincingy to persuad ther
potentid partnes of ther commitmen to the contemplatd arrange
ments Observes from othe countries will be uncertan abou the
genuinenes of officials' enthusias or the deph of ther suppot for
the cooperatie schene unde considerationThe® potentid partnes
will therefoe insig on discountiry the value of prospectie agreemerst
to take accoun of their uncertainty As in the "marke for lemons,
sorme potentid agreementswhich would be beneficid to all parties
will nat be made becaus of "quality uncertainty"—abouthe quality
of the closel governmeng commitmet to the accord®

MORAL HAZARD

Agreemers may alter incentives in sud a way as to encourag les
cooperatie behavior Insurane companis face this problen of "mord
hazard. Propery insurancefor instancemay make peopek less care
ful with ther propery ard therefoe increas the risk of loss (Arrow,
1974) The problem of mord hazad arises quite sharpy in interna
tiond banking The solveng of a maja countrys larges banks may
be essentiato its financid system or even to the stability of the entire
internation& bankirg network As aresult the countrys centrd bark

® In 198 Thoma Schellig mack a similar argumen abou the problem of surprie
attack Asking how we would prowve tha we were na plannirg a surpri® atta if the
Russias suspecte we were he observe tha "evidentl it is na going to be enoudn
just to tell the truth. ... Thee has to be sone way of authenticatig certan facts the
facts presumablyinvolving the disposition of forces (p. 247) To authentica facts
requires becomilyg more open to externd monitoring as a way of alleviatig wha
Akerlof later called "quality uncertainty.
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may haw to intervere if ore of the® banis is threatenedThe U.S
Federd Reserve for instance could hardly stard idly by while the
Bark of America or Citibark becane unabk to med its liabilities. Yet
this responsibiliy creats aproblem of mord hazard since the larges
banks in effect hawe automatt insurane agains disastrog conse
quencs of risky but (in the short-rin at leasj profitable loans They
hawe incentives to follow risk-seekig rathe than risk-averg behavio
a the expens of the centrd bark (Hirsch 1977)

IRRESPONSIBILITY

Sone actos may be irresponsiblemaking commitmens tha they may
not be abk to cary out Governmers or firms may ente into agree
mens tha they interd to keep assumig tha the environmen will
continte to be benign if adversiy sek in, they may be unabk to keg
their commitments Banks regulary face this problem leadirg them
to devie standard of creditworthinessLarge governmerg trying to
gain adhererd to internation& agreemerst may face similar difficul-
ties countries tha are enthusiasti abou cooperatio are likely to be
those tha expet to gan more proportionatelythan they contribute
This is a problem of self-selectionas discussé in the market-failue
literature For instanceif rates are nat propery adjustedpeopk with
high risks of heat attak will sed life insurane more avidly tha
those with longe life expectanciespeopk who purchasd "lemons
will terd to sel them earlig on the used-ca marke than peopk with
"creampuff§ (Akerlof, 197Q Arrow, 1974) In internation&politics,
self-selectio mears tha for certan types of activities—sub as sharirg
researh ard developmenh information—wed& states (with mucd to
gan but little to give) may hawe more incentive to participaé than
strorg ones but less incentive actualy to sper funds on researb and
development.Without the strorg statesthe enterprig as awhole will
fail.

From the perspectie of the outsice observeyirresponsibiliy is an
aspet of the problem of public good ard free-riding but from the
standpoin of the acta trying to determire whethe to rely on a po
tentially irresponsibé partner it is a problen of uncertainty Either
way, informationa coss and asymmetrie may prevern mutually ben
eficid agreement

® Bobrav ard Kudrle found evidene of sevee problens of collective goods in the
IEA's enery researb and developmenprogram suggestig tha "commercid interess
and othe nationa rivalries appeato hawe blockeal extensie internationacooperatioh
(1979 p. 170)
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Regimesand Market Failure

Internation& regimes hebp state to ded with all of the® problems
As the principles ard rules of a regime redue the range of expectd
behavior uncertaing declinesard as information become more widely
available the asymmety of its distribution is likely to lessen Ar-
rangemerg within regimes to monita actors behavior—discusske
more fully belov unde the headimy of "compliance"—mitigas prob
lems of mord hazard Linkages amorg particula issue within the
contex of regimes raise the cost of deceptiom and irresponsibility
since the consequeneeof sud behavio are likely to exterd beyord
the isste on which they are manifested Close ties amorg officials
involved in managirg internation& regimes increas the ability of gow
ernmens to malke mutually beneficid agreementsbecaus intergov
ernmenthrelationshig characterize by ongoirg communicatio amory
working-leve officials, informd a wel as formal, are inherenty more
conducive to exchang of information than are traditiond relation
ships betwea closal bureaucraciedn general regimes malke it more
sensibé to cooperat by lowering the likelihood of being double-crossed
Whethe we view this problem throudh the lens of game theoy or
that of marke failure, the centra conclusim is the same internationa
regimes can facilitate cooperatio by reducirg uncertainty Like in-
ternation& law, broadly defined their function is "to make human
actiors confom to predictabé patterrs s tha contemplatd actiors
can go forward with sone hope of achievirg a rationd relationshp
betwee mears and end$ (Barkun 1968 p. 154)

Thus internation& regimes are usefd to governments Fa from
being threas to governmer (in which ca® it would be had to un-
derstad why they exig a all), they permt governmerg to attan
objectives that would otherwi® be unattainable They do s in pat
by facilitating intergovernmentiaagreementsRegimes facilitate agree
mens by raising the anticipatel cost of violating other$ propery
rights, by altering transactia coss throuch the clusterirg of issues
and by providing reliable information to members Regime are rel-
atively efficient institutions compare with the alternative of havirg
a myriad of unrelatel agreementssine ther principles rules ard
institutiors creat linkages amory issue tha give actos incentives to
reach mutually beneficid agreementsThey thrive in situatiors where
states have comma as well as conflicting interess on multiple, over
lapping issues ard where externalities are difficult but not impossibé
to ded with throuch bargaining Whele the® conditiors exist inter-
nationd regimes can be of value to states
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We hawe sea tha it does nat follow from this argumentha regimes
necessanl increag globd welfare They can be useal to pursie par
ticularistic ard parochié interess as well as more widely sharel ob-
jectives Nor shoutl we concluc tha all potentialyy valuabk regimes
will necessani be instituted As we hawe seeneven regimes tha prom
ise substantinoveral benefis may be difficult to invent

COMPLIANCE WITH INTERNATIONAL REGIMES

Internation& regimes are decentralizd institutions Decentralizatio
does nat imply an absene of mechanisra for compliance but it does
mean tha ary sanctios for violation of regime principles or rules
hawe to be enactd by the individud membes (Young 1979 p. 35).
The regime provides procedurs ard rules throudh which sud sane
tions can be coordinated Decentralizd enforcemenof regimerules
and principles is neithe swift nor certain Yet, in mary instancesrules
are obeyed Indeed Louis Henkin goes s far as to say tha "almog
all natiors obsere almog all principles of internationalaw ard almog
all of ther obligatiors almog all of the time' (1979 p. 47). In the
world politicd economy we obsere a goal ded of compliane even
whengovernmerghaweincentivesonthebassof myopic self-interest
to violate the rules Although the United States eventualy broke the
Bretton Woods arrangemeist unilateraly on Augug 15 1971 for
sorme yeas before tha the U. S governmenfollowed rules tha con
stricted American freedan of action Japanesfishermen hawe appar
ently complied in generalwith prescriptios of the Internation&North
Pacific Fisheris Conventimn (Young 1979 pp. 79-88) Example of
regime compliane could also be drawn from sud issue-aremas com
modity tradce ard air transpot (Cahn 1980 Jonsson1981)

The exten of internationa compliane shout na be overstated
As we will see the trace ard monetay regimes both becane weake
during the 1970s American ard Europea policies becane more pro-
tectionig in textiles stee] ard othe threatend sectos (Aggarwal
1983 Verreyd ard Waelbroeck 1982 Woolcock 1982) Neverthe
less despie the economt disruptiors of the 197G ard 1980s thele
has been no headlomy rush to redue trade drastically Indeed only
in the sevee recessios of 195 ard 1982-8 did the volume of in-
dustrialized countries expors fall; in evey othe yea they rose by
more than the red gros nationd produd of thos countries(IMF,
1983 tables B-l ard B-8, pp. 170,176) The form tha protectionisn
takes furthermore is, like hypocrisy "the tribute tha vice pays to
virtue": mucd contemporar protectionisn is designe to avod run-
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ning directly afou of internationhagreements=ar instance American
protectionisn in manufacturd good consiss largely of "voluntary
expot restraints rathe than unilateraly imposa& import quotas
despie the fad tha import quota do na requie laboriots interna
tiond negotiatios and captue more rens for the governmen or
private firms in the importing countly (Bergsten 1975b) Voluntary
expot restrains are often chosa becaus they bypas GATT restric
tions without directly violating explict GATT prohibitions yet this
advantag is gainel & the expens of frequenty building in loopholes
permitting imports to continte to increag rapidly (Yoffie, 1983) Cer
tainly liberaligm in world trace has bea unde pressurghut the patten
as awhole does nat suggesdisregad on the pat of governmerd for
complian@ with internationd agreementsAlthough governmerg
sometime bre& internation& rules they often comply with them

The puzzke of compliane is why governmentsseekig to promoe
their own interestseve comply with the rules of internation&regimes
when they view the® rules as in conflict with wha | will cal ther
"myopic self-interest. Myopic self-interesrefeis to governmentgper
ceptim of the relative coss ard benefis to'then of alternative course
of actian with regad to aparticula issue whenthatissueis considered
in isolationfrom othas. An actian is in a governmeng myopi self
interes if it has the highes$ expectd value of ary alternative apat
from the indired effect tha actiors on the specift isste in questio
would hawe on othe issuesTha governmerg often comply with rules
tha conflict with ther myopic self-interes pose a potentid anomay
for theories su as Realisn or the functiond theoy developd in
this chaptey tha assure rational egoistc actian in world politics.
Why shoutl an egoistt acta behave on a given issue in away tha
is inconsistehwith its self-interes on tha issué If we obsere com
plianae with the rules of internation&regimesis this nat inconsisten
with the assumptia of egoisn?

The murky langua@ of nationd interess allows sone Realists suh
as Hars J. Morgenthauy to avoi this issue Morgentha notes the
existene of functiond organizatios sud as the specializel agencis
of the United Natiors system but contens himsef with the obser
vation tha when thee is a conflict betwea the nationa intere$ ard
the operatim of sud agencies"the nationa intere$ wins ou over
the internation& objective (1948/1966p. 509) This begs the ques
tion of whethe the nationd intere$ is defined myopically, without
regad to the effect of ones actiors on othe issus or othe values
or in amore farsighta& way, taking into accoumthe impad of violating
internation&rules ard norms on othe stak objectives Yet the crucid
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issues are precisey those of how interess are defined ard how insti-
tutions affed statesdefinitions of their own interests An understand
ing of the puzzk of compliane requires an examinatio of how in-
ternationa regimes affed the calculatios of self-interes in which
rational egoistt governmerg engage

Sudch an exploration is pursue belov through two distind but
relatal lines of argument The first looks at a given reginme in isolation
examinirg its value to governmerd as opposd to the feasibk alter
natives This explanatio of the puzzk of compliane emphasizethe
difficulty of establishig internation&regimes in the first place Becaus
regimes are difficult to construct it may be rationd to obey ther rules
if the alternatiwe is ther breakdown sin@ even an imperfed regime
may be superio to any politically feasibk replacementThe secoul
line of argumen ses regimes in the contex of othe regimes in world
politics. We view ead issLe ard eat regime as patt of alarge netwok
of issus ard regimes Much as iteratal PrisonersDilemma lead to
very differert resuls from the single-ply versim of the game s does
an analyss of a given regime in the contex of othes produ@ a dif-
ferert structue of incentives than considerilg ead regime in isolation

The Value of Existing Regimes

We hawe se@ tha it is difficult even for perfecty rationd individuals
to malke agreemerstwith one anothe in the absene of provisiors for
centrd enforcemenof contracts In world politics, internationa re-
gimes heb to facilitate the making of agreemerstby reducirg barries
createl by high transactio cost ard uncertainty But the® very dif-
ficulties make it hard to creae the regimes themselvs in the first place

The importane of transactio coss amd uncertainy mears tha
regimes are easie to maintan than they are to create Complementar
interess are necessarbut nat sufficient conditiors for ther emergence
The constructiam of internation& regimes may require active efforts
by a hegemort state as the IMF ard GATT did after World War I1;
or regime-creatio in the absene of hegemog may be spurrel on by
the pressure of a sudd@ and sevee crisis sud tha which led to the
IEA. Even with complementar interests it is difficult to overcone
problens of transactio coss ard uncertainty

Onee an internationa reginme has bee establishedhowever it be
gins to beneft from the relatively high ard symmetrich levd of in-
formation tha it generatesarnd from the ways in which it makes
regime-supportig bargairs easie to consummateWe will sesin chap
ter 9 tha the internation organizatios at the cente of the inter
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nationd monetay and trade regimes hawe outlived the periad of U.S
hegemogy that brough them into being Viewing internationaregimes
as information-providig and transactiao cost-reducig entities rathe
than as quasi-governmentaule-makes helps us to understad sud
persistenceEffective internationé regimes facilitate informd contat¢
and communicatio amory officials. Indeed they may lead to "trans
governmental'networls of acquaintane and friendship supposedi
confidentid documenrd of one governmehmay be sea by officials of
another informd coalitiors of like-mindel officials develg to achiee
comma purposesard critical discussion by professiona proke the
assumptios ard assertion of stat policies (Neustadt 1970 Keohare
ard Nye, 1974 Keohane 1978) The® transgovernmentaelation
ships may increag opportunities for cooperatio in world politics by
providing policymakes with high-qualiy information abou wha ther
counterpag are likely to do.

Appreciatirg the significane of theg information-producig pat
terns of actin tha becone embeddd in internationa regimes helps
us to understad further why the erosin of American hegemowy dur-
ing the 197G was na accompanié by an immediae collapg of
cooperation as the cruck theoly of hegemort stability would hawe
predicted Sine the levd of institutionalization of postwa regimes
was extremey high by historicd standardswith intricate ard extensie
networks of communicatio amorg working-levé officials, we shoutl
expet¢ the lag betwea the declire of American hegemog ard the
disruptian of internationa regimes to be quite long ard the "inertia'
of the existirg regimes relatively great

This argumenabou the role of informatian in maintaining regimes
can be reinforcel by examinirg some work on oligopolistic cooper
ation ard competition tha has similar analytc concerns Oliver Wil-
liamsm (1965 p. 584) argues on the bass of organizatio theoy that
communicatio amorg membes of a groy tend to increag coop
eration or wha he calls "adherene to groy goals: Cooperatio
amory oligopoliss will also be fosterel by a recod of pas cooper
ation Using thee assumptionsWilliamson construcs a mode tha
has two points of equilibrium ore a high levek ard ore & low levek
of cooperationOnee a givenequilibrium has been reachedsubstantia
changs in the environmen are necessar to alter it:

7 At the very highes levek of governmenthowever the® transgovernmentanter-
actiors are often quite limited (Russell 1973 Putnan and Bayne 1989
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If the systen is operatiig & a low levd of adherene ard com

municatian (i.e, the competitive solution) a substantibimprove

mert in the environmebwill be necessgr befoe the systen will

shift to a high levd of adherene ard communicationIndeed,the
condition of the environmentequiredto drive thesystemto the
collusivesolutionis muchhigherthan the levelrequiredto main-
tain it onceit hasachievedhis position. Similarly, a muchmore
unfavorableconditionofthe environments requiredto movethe
systemfrom a high to a low levelequilibrium than isrequiredto
maintain it there (p. 592)%

Like Williamsons oligopolies internation regimes are easie to
maintain than to construct The principles rules institutions ard
procedurs of internation& regimes ard the informd patterrs of in-
teraction tha devel@ in conjunction with them becone usefu to
governmerg as arrangemeist permitting communicatio ard there
fore reducirg transactio cost ard facilitating the exchang of infor-
mation Astheyprove themselvein this way, the value of the functiors
they perfom increasesThus even if powa becomse more diffused
amorg members makirg problens of collective action more severe
this disadvantag may be outweighel by the agreement-facilitatip
effects of the information provided by the regime

Arthur Stinchcomle (1968 has mace a similar point in discussig
"surk costs.® He writes tha "when an actia in the pas has given
rise to a permanentl usefu resourcewe spe of this resoure as a
'surk cost." Surk costs sut as thos investa in reputatiom ard
goad will (or, we might add in institutiors sut as internation&
regimes) canna be recoverd ard therefoe "ought na ente into
currert calculatiors of rationd policy." But "if the® surk coss make
a traditiond patten of action cheaperard if new patterrs are nat
enoudh more profitable to justify throwing awa the resource the
surk coss terd to presere a patten of action from ore yea to the
next' (pp. 120-21) In the® terms internation&regimes embod surk
costs and we can understad why they persis even when all membes
would prefe somewha different mixtures of principles rules ard
institutions

Ironically, if regimes were costles to build, there would be little
poirt in constructilg them In this case agreemerst would alo be

8 | am indebtel to Timothy McKeown for introducirg me to Williamsons argumen
ard its implicatiors for the study of internation& relations
® | am indebtel to Stephe D. Krasne for this reference
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costlessUnde the® circumstancegjovernmerg could wait until spe
cific problens arose then make agreemerstto ded with them they
would hawe no nea to construt internation& regimes to facilitate
agreementslt is precisey the costlines of agreementsard of regimes
themselvestha male them important The high cost of regime
building hebp existirg regimes to persist

Networks of Issuesand Regimes

In thinking abou compliance we shoutl recal the previots dis
cussim of how regimes facilitate the making of agreementsTo sone
extent it is governmentsanticipation tha internation& regimes will
increag compliane tha accouns for ther willingness to ente into
thee arrangemenstin the first place Insofa as regimes creae incen
tives for compliance they al®o malke it more attractive for conscien
tious potentid membes to join them We sawv that by linking issue
to ore another regimes creae situatiors tha are more like iterated
open-ende Prisoners Dilemma in which cooperatio may be ra
tional, than like single-ply Prisoners Dilemma in which it is not
Violation of ones commitmensg on a given issug in pursut of myopic
self-interest will affed other$ actiors on othe questions Pursui of
its farsightal self-interes may therefoe lead a governmenhto eschev
its myopic self-interest

As the PrisonersDilemma exampé suggestssocid pressurgex
ercisa@ throudh linkages amory issues provides the mog compellirg
sd of reasos for governmerg to comply with ther commitments
Tha is, egoistt governmerg may comply with rules becaus if they
fail to do sq othe governmerd will obsere ther behavior evaluaé
it negatively and perhajs take retaliatoy action Sometime retalia
tion will be specift and authorizel unde the rules of aregime some
times it will be more generd and diffuse

Supposefor example tha a membe of GATT is unde pressue
from domesit manufactures of nuts ard bolts to ena¢ import quotas
on the® products Even if the governmen perceive tha it has a
myopic self-interes in doing sq it knows tha sud an actim in vio-
lation of the rules would hawe negatie implicatiors for it on othe
trade questions—Ieus say, in openirg markes for its semiconducta
abroad The principles ard rules of the regime since they facilitate
linkage amory issues will in sud circumstance rende pursut of
myopic self-interes less attractive Indeed the prospet of discod as
a resut of its rule-violation may lead the governmenhto continte to
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engag@ in cooperationwheres if it coud hawe gotten away with the
violation withou risking discord it would hawe gore ahead

This hypothetich exampé helps us understad why governments
having enterel into regimes that they find beneficia)] comply with the
rules even in particula cass wher the coss of 0 doing outweidh
the benefits Yet sometime governmerd may find tha the regimes to
which they belorg are no longe beneficid to them Wha happes to
incentives for complian@ when the regime as a whole seens maligr?

If thelewere only oneregime in world politics, or ead regine existel
in isolation the egoistt governmenhwould rationally ceag to comply
with its rules Regime would be abandoné when governmerd cat
culatad tha the opportuniy cosst of belongirg to aregimewere higher
than thos of sone feasibk alternative coure of action In the con
temporay world political economy however thete are multiple issues
and multiple contacs amorg governmentsthus governmerg belory
to mary regimes?® Disturbing one regime does nat merey affed be
haviar in the issue-ara regulatel by it, but is likely to affed othe
regimes in the netwok as well. For a governmenrationally to bre&k
the rules of a regime the ne benefis of doing 0 mug outweidh the
net coss of the effect of this actiln on othe internation& regimes
Insofa as its partnes retaliat in those domairs for its actiors againg
the first regime it may find that it is inhibited from pursuirg its myopic
self-interest

All of the® incentives for compliane red on the prosped of re-
taliatoly linkage as in Axelrods (198]) simulatian of PrisonersDi-
lemma "tit for tat' is a more effective strateg to induee cooperatio
than submissivenes®Ve hawe sea tha GAIT contairs provisiors for
retaliation and the Brettaon Woods Agreemen of 194 furnishes an
othe relevan example Unde Article VII (the "scare curreng clause")
a surplws country tha declinel to replenié the IMF's depletel hold
ings of its curreny could find its expors discriminatel againg with
the sanctiom of the IMF itsef (Hirsch 1967 p. 433). Yet retaliation
for speciftc violations is nd a reliable way to maintan internationa
regimes indeed the GATT provisiors for retaliation hawe bee in-

0 Multiple issus ard multiple contacs amony societis are two aspec of "comple
interdependence(Keohare ard Nye, 1977) Both facilitate agreemerstby multiplying
points of interaction amorg governmerg ard therefoe increasiiy incentives to comply
with commitmens in a situation characterize by practice of "tit for tat' reciprocity
The third characteristi of comple interdependence—lacof efficagy of resors to
force—ha similar effects since it helps to guarante tha the gane will nat be truncatel
by sudde violent acts
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voked only once and then ineffectively (Jackson 1983) Individud
governmerd find it costly to retaliate Familiar problens of collective
action arise if a given states violation of a particula rule does nat
hawe a large effed on ary one country retaliation is unlikely to be
severe even if the aggregat effed of the violation is large If inter-
nationd regimes dependd entirely for compliane on specifc retat
iations agains transgressorshey would be we& indeed

In the absene of specift retaliation governmerg may still hawe
incentives to comply with regime rules and principles if they are con
cernel abou precedehor beliewe tha ther reputatios are a stake
Governmerg worry abou establishig bad precederst becaus they
fear tha ther own rule-violatiors will promot rule-violatiors by
others even if no specift penaly is imposel on themselvesTha is,
breakirg rules may creaé an individud benefit but it producs a
"collective bad’ The effed of the collective bad on the utility of the
individuad governmehmay unde certan circumstance outweidh the
benefit

Putting the point this way makes it evidert tha precedenis awe&
reed to lean on No matte how much internationalawyeis may pread
abou the adverg consequenaeof rule-violation even the mog dim-
witted egois can see that from he standpointthe prope comparisa
is nat betwea the benefis from he rule-breakig ard its totd coss
to everyone but betwea its benefis ard its coss to her. The problem
of collective action raises its ugly heal again

The dilemmas of collective actin are partially solved throuch the
devicee of reputation Unlike the cost of establishig bad precedents
the cosk of acquiring a bad reputatio as a resut of rule-violatiors
are imposel specifically on the transgressorAs long as a continuirg
series of issues is expectd to arise in the future and as long as actos
monitar eat others behavio ard discoun the value of agreemerst
on the bass of pas compliance having a god reputatia is valuabk
even to the egois whos role in collective activity is 0 smal tha she
would bea few of the coss of her own malefactions

Our analyss of uncertainy earlig in this chapte suggest how
importart reputation can be even to governmerg nat concernd with
personahona ard self-respectUnde conditiors of uncertainy ard
decentralizationgovernmerg will decice whom to make agreemerst
with, ard on wha terms largely on the basisof ther expectation
abou ther partners willingness ard ability to keg their commit
ments A god reputatiom makes it easie for a governmehto ente
into advantageainternationaagreementgarnishirg tha reputatio
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impose coss by making agreemerst more difficult to reacht

The importane of reputatiom as an incentive to confom to stand
ards of behavio in world politics has an interestig parallé in the
practices of stateles societies"Primitive" societieswithout centralizel
patterrs of authoriy develg wha ore anthropologishas called "rule(9
and standard which define appropriag actior’ (Colson 1974 p. 52).
Like internation&regimesthe® rules hebp to limit conflicts of interes
by reducirg ambiguity—n this case by providing informatioan abou
which types of behavio are legitimate A principd sanctim for vio-
lating socid norns ard rules in the® societies is the cog to the of-
fending individuals reputation "The ore public crime in sud societies
was often tha of beirg a bad charactér (Colson 1974 p. 53). Asin
world politics, the focus of public concen is less on wha an acto
has dore in the pag (as in aformd legd system than on wha ske is
likely to do in the future Tha is, systens of socid contrd in primitive
societies as in internationd relations are "forward-looking: They
depenl on intense continuirg interaction amory a smal numbe of
actors who ded frequenty with ead othe without formd laws en
forced by a comma government

For reasos of reputation as wel as fear of retaliation ard concen
abou the effecs of precedentsegoistc governmerg may follow the
rules and principles of internation& regimes even when myopic self
interes counsed tham na to. As we hawe se@ in this section they
could do so strictly on the bass of calculatiors of coss ard benefits
Ead time tha they seen to hawe incentives to violate the provisiors
of regimes they could calculae whethe the benefis of doing 0 out
weigh the costs taking into accoum the effects on ther reputatioms
as well as the probabilily of retaliation ard the effect of rule-violatin
on the systen as a whole They might often decide in light of this
cost-beneti calculation to confom to the rules Rationad egoisn can
lead governmerd na only to make agreementsut to kegp them even
when they turmn out poorly.

" Heymam makes this point succincty for the genera case "Since coordinatel
actiors to obtah outcoms of beneft to all parties often depen upan trust ead acta
who wans to be a participan in, and thus beneficiay of, sud cooperatie schemsin
the long run ard on anumbe of separald occasios has an importart stale in creating
and preservig areputatio as a trustwortly party' (1973 p. 822) He al poinfs out
that the incentive to obey agreed-uporules for the sale of onesreputatio only operate
when ones actiors are na secré ard othes retan the capabiliy to retaliae effectively
agains ones infractions
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CONCLUSIONS

This chapte has usal theories of rationd choie ard of the functiors
performal by institutiors to hep us understad the creation main
tenance ard evolutian of internation& regimes My analyss has as
sumal tha governmert calculae ther interess minutely on evey
isste facing them It has nat relied a all on assumptios abou the
"public interest or the Genera Will; no idealisn whatsoeveis pos
ited. | hawe tried to shav that even on the restrictive assumptios of
Realisn and game theory, gloomy conclusios abou the inevitability
of discod ard the impossibility of cooperatia do na logically follow.
Egoistc governmers can rationally sed to form internation&regimes
on the bass of share interests Governmerg may comply with regine
rules even if it is nat in ther myopic self-interesto do sa In a world
of mary issues sud appareh self-abnegatio may actualy refled
rationd egoism

In view of the difficulties of constructilg internation& regimes it
is alo rationd to sed to modify existirg ones whele possible rathe
than to abanda unsatisfactor ones ard attemp to stat over Thus
regimes terd to evole rathe than to die. Governmert tha are in
generd sympatly with the principles ard rules of regimes hawe incen
tives to try to maintan them even when doing s requires sacrifices
of myopic self-interest

Internation& regimes perfom the valuabk functiors of reducing
the coss of legitimae transactionswhile increasiig the coss of il-
legitimatie ones ard of reducirg uncertainty Internation&regimes by
no mears substitué for bargaining on the contrary they authoriz
certan types of bargainimg for certan purposesTher mog importan
function is to facilitate negotiatios leadirg to mutually beneficid
agreemers amorg governments Regime al® affed incentives for
compliane by linking issue togethe ard by beirg linked togethe
themselvesBehaviag on ore sd of questios necessal affect others
actiors with regad to othe matters

Decisiors by governmerg to join internationé regimes are made
partially behird a "veil of ignorancé, to use an analoy from Jom
Rawlss discussia of the socid contra¢ (Rawls 1971 Sandel 1982)
Of coursegovernmergknow bette than Rawlss shadow individualks
which provisiors are likely to beneft themy but they nevertheles can
not predid the future with perfed¢ accuracy Regime can be affectal
in the future by mary factors including alteratiors in world powe
relations changs in interests perhag as aresut of newv patterrs of
interdependengeard changs in membershipas newly independen
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countries join the regimes Governmerg adoptirg the rules ard prin-
ciples of internation& regimes take on future obligatiors whos cost
they canna accurate} calculate

Thee commitmens redue@ the flexibility of governmerg ard in
particula limit ther ability to ad on the bass of myopi self-interest
To do 90 is likely to be costy nat only to the regime itsef but to the
states reputation Governmerd of wealtty countries tha join inter
nationd lending networls recognie tha one they becone active
participans in theg regimes they canna predid¢ hov muc they may
be called upm to lend to ther partners Countries belongirg to the
IEA agre to provide oil in an emergeng to membes suffering the
mog seriots shortfalls accordimg to apre-arrange formula Although
it may be possibé to predid which countries are likely to be creditos
and which debtors or which membes of the IEA are likely to hawe
oil to share the magnituds involved are unclea in advance Govern
mens recognie tha it will be difficult to rene@ on ther commitmens
without suffering costly damag to ther reputationsRegime rely na
only on decentralizd enforcemetthroudh retaliation but on govern
ments desires to maintan ther reputations

A decen respet for the realities of human life ard the findings of
socid sciene requires us to acknowledg tha the assumptia of pure
maximizing rationality is na fully realistic Although as we hawe seen
the assumptia of rationality can be very usefu for the constructio
of theow a the levd of the internation& system no seriows recen
study of decisionmakig conclude that moden governmers actualy
behawe accordimg to the canors of pure rationality (Snyde ard Dies
ing, 1977) Governmerg do nat ad as classichmaximizes ary more
than othe large organizatios (March ard Simon 1958) In the nex
chapter therefore we will modify the assumptia of rationality by
introducirg conceps sud as "boundel rationality' and "satisficing;
which hawe been widely useal in the lag quarter-centwr to descrile
how individuals ard particulary organizationsbehave The® con
ceps do nat dery or disparag the intelligen@ of human beings nor
do they challeng the assumptia of egoism But they do lead to sone
different ways of thinking abou how governmerd make decisiors
and abou internation& cooperation

Up to this point we hawe assumegdwith Realists tha governmerg
are egoistic This assumption like tha of perfed rationality, is a
theoreticaly usefu simplification of reality rathe than atrue reflection
of it. Governmerg are composd of individuals sone of whom hawe
values tha exterd beyord ther own narrowly conceivel self-interest
In view of the hypocriy tha typically characterize governments
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pronouncemeston internationa relations—proclaimig dedicatio
to principle while pursuirg self-interestd ends—ve will be cautios
abou relaxirg the assumptia of egoism But in chapte 7 we will
explore the possibiliy tha empatly could hawe profourd effecs on
the prosped for internation& cooperation Having shown tha co
operatia is explicabk even on narrowly self-interestedegoistt as
sumptiors abou the actos in world politics, we can entertan the
notion tha more generog values may make a difference in the world
political economy
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