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PREFACE

Inits geness and supportthisis an old-fashiond book It is essentialf
thework of an individud scholar unaide by aresearb tean or large
scak funding Neverthelessl hawe accumulatd a numbe of institu
tiond debs of gratitude during the seven yeas of researh and writing.
| benefited during the early stags of reflection ard reading from
being a Fellow of the Cente for Advanca Stud/ in the Behaviord
Science during 1977-78 unde a grart from the Germa Marshal
Fund of the United StatesMog of the researbh wasdore while | was
teachirg a Stanfod University until the spring of 1981 ard a Brandes
University sinee then Stanfod helpal meto finance researh assistane
ard a trip to the Internation& Enery Ageng in Pars in 1981 The
Mazu Furd for Faculy Researc a Brandes suppliel funds for pho
tocopyirg the manuscrip and circulatirg it to colleaguesThanis to
a sabbatichleawe generousl provided by Brandes University for the
acadent yea 1983-84 | was abk to devoe mysef wholeheartedly
betwea Jure 198 ard Januay 1984 to prepariry the final manu
script Welleslg College permitted me to use its conveniehand well-
organizel library ard to take advantag of its compute Systen for
word-processingwhich greaty expeditel my work. Staf membes of
both the library and the compute cente were mog helpful For all
of this suppot | an mog grateful

The overal argumen of this bodk has neve appeard in print
before althoudr "The demaml for internation& regimes; publishel
in International OrganizationSprirg 1982 contairs early versiors of
sone of the cor idea of chaptes 5-6. The thene of Pat Ill—the
complementarit of hegemow ard cooperatia in practice—$ al®
first presentd here but sone of the cag materid has bea publishel
before Chapte 8 builds on "Hegemont leaderstp ard U.S foreign
economg policy in the 'Long Decadé of the 1950s; publishal in
William P. Avery ard David P. Rapkin eds, Americain a Changing
World Political Economy(New York: Longman 1982) Chapte 9 is
in pat basel on "The theoy of hegemorg stability ard changs in
internation& economé regimes 1967-1977. Sectios of this chapte
that reprodue pars of the earlig article in modified form, are re-
printed by permissio of Westviev Pres from Ole R. Holsti, Randolgh
M. Siverson ard Alexande L. George eds, Changein the Interna-
tional Systen{copyrigh 198) by Westviev PressBoulder, Colorado)
Sore of chapte 10 alo appeard in "Internation& agencie ard the
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PREFACE

art of the possible the cag of the IEA," Journal of Policy Analysis
and Managementvol. 1, no. 4 (Summe 1982) copyrigh 198 by
Jom Wiley & Sons

This bodk on cooperatio al benefitel from the noninstitution&
cooperatio of scors of friends studentsard colleagues—e many,
indeed tha | refrain from trying to list them all, leg soneinadvertent
be excluded Earlig versiors of severh chaptersin draft or as pre
viously publishel articles were circulatel to quite a few politica sck
entiss ard economistsard | receivel mary helpfu observationsall
of which | seriousy considerd ard mary of which led to changes
The willingness of scholas to devoe time ard intelligene to helpirg
eat othe improwe the quality of ther work is one of the mog re-
warding features of contemporar acadent life. Fortunatey for me
the field of internationd politicd econony contairs a large numbe
of vely talentel and generos people

| do wart to mention by nanme a smal numbe of peope who hawe
macde specid contributions Karen Bernsten and Shanna Salmm
serval ably as researh assistantsgatherig materid useal in chaptes
8-1Q | share mary early, otherwi® uncirculatel drafts with Helen
Milner. | am gratefu to he bot for offering trenchai criticisms ard
for na giving up on the projed¢ even when my preliminay argumers
may hawe seemd hopelesdl contortel ard confusedJosep Nye, my
clos friend ard former co-authoy has bea a valuabk sour@ of both
intellectua perspectie ard mord support Vinod Aggarwal Robet
Axelrod, Jame Caporasp Benjamn Cohen Robet Gilpin, Pete
Gourevitch Leah Haus Harod JacobsonPete KatzensteinNannet
KeohaneDavid Laitin, Helen Milner, Josefpr Nye, Susa Moller Okin,
Robet Putnam ard Howad Silverman real all or large pars of the
penultimaé drat ard gave me valuabe comments

Equally importart are the senig scholas whom | hawe sough to
emulate creative peopk who respetard care abou younge thinkers
and who refuse to hide self-protectivey behird reputatiols ard titles.
Thee intellectuas are willing to propog new idea ard to submt
them to scrutiny Knowing tha socid sciene advance nat 0 mud
by the cumulative grubbirg of facts as by the dialecticd confrontatio
of ideas they are na afrad to be criticized or even proven wrong
Among theg mentos | include particulary Alexande George Erng
Haas Albert Hirschman Stanly Hoffmann Charles Kindlebergey
Robet North, Raymoml Vernon ard Kenneh Waltz—a divers sd
of scholas united only by ther fertile imaginations intellectud hon
esty and vigor of mind and spirit

Two men who were inspiratiors to me are no longe alive. Ore is
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PREFACE

Fred Hirsch an imaginatiwe politicd economistautha of SocialLim-
its to Growth, ard a gred persm who died too young The othe is
Robet E. Keohane my father. Although he had a powerfu intellect
he neve producel maja works of scholarship but my memoy of
the range and richnes of his knowledg ard his utter integrity still
sene to wam me agains superficialiy and opportunism

The remainirg membes of my immediae family hawe made maja
contributiors to this enterprise My mother Mary P. Keohane has
for ove forty yeas provided me with a synergisit combination of
matern& love, mord preceptsard intellectua stimulation Ske con
tinues to be supporter critic, ard exempla to me Concen for my
childrens futures reinforces my beligf in the urgeng of understandig
cooperatio in world politics but they themselve have more often
remindel me tha sometime scholarstp shoud be subordinatd to
fun. Nannel Overholse Keohane my wife, has played sud an enor
mousl importart ard multifacete role that it is difficult for me to
convey its significance Her own writings se a high standad for deph
of researchclarity of expressionand grae of style Her accomplish
mens as college presiden both fill me with admiration ard bolste
my determinatio to make the mog of the hapyy life of scholarsip
that dedicatd peopk in sud positiors make possible Her criticisms
of my works ard he high expectatios for them impd me to greate
levels of effort. In addition to everythirg else she has been a soure
of love, mord support and domestt contentment

Wellesley Massachusetts
January 1984
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.1 |
REALISM, INSTITUTIONALISM,
AND COOPERATION

Since the reped of the "iron law of wages, economis has ceasd to
be the "dismd sciencé. Economist no longe beliewe tha mog peopé
mug exig a the subsistene level but argue on the contrary tha
gradud improvemenin the materid conditiors of human life is pos
sible Yet while economis has becone more cheerfu] politics has
becone gloomiet The twentieh centuy has se@ an enormos ex
pansia of red ard potentid internation&violence In the world po-
litical economy opportunities for conflicc amorg governmerg hawe
increasd asthe scop of stat actian haswidened The greatesdanges
for the world economy as wel as for world peacehave ther sourcs
in politicd conflicts amorg nations

In the stud/ of politics, perhag nothirg seems o disma as writing
abou internation& cooperation Indeed when 1 told a friend ard
former teache of mine tha | was writing a bodk on this subject she
replied tha it would hawe to be a shot book Was | plannirg extra
large type ard wide margirs to justify haid cover®

| coud hawe retortal that my bodk would al discus discord a
much more comman featue of world politics Yet theissie goes deepe
than that Internation& cooperatio amorg the advancd industriat
ized countries sine the erd of World War Il has probaby been more
extensie than internationalcooperatio amorg maja states during
ary periad of comparal@ lengh in history. Certainy the exten ard
complexiy of efforts to coordinag stat economt policies hawe been
greate than they were betwe@ the two world wars or in the centuy
before 1914 Yet cooperatia remairs scare relative to discod be
caug the rapid growth of internationd economi interdependere
sine 1945 ard the increasilg involvemen of governmert in the
operation of moden capitalis economieshawe createl more points
of potentia friction. Interdependergccan transmi bad influences as
well as goal ones unemploymenor inflation can be exportel as well
as growth ard prosperity American steé workers may lose ther jobs
becaus of subsidis to Europea ste¢ produces by the Europea
Economc Communiy and Europea governmentshigh interes rates
in the United States may constran economt activity abroad

Interdependereleads democrati governmert to exparnl stat ac
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QUESTIONS AND CONCEPTS

tivity in orde to proted ther citizers from fluctuatiors in the world
econony (Cameron 1978) When this stak activity takes the form of
seekim to force the coss of adjustmehonto foreignersinternational
discod results Thus even arising absolué levd of cooperatia may
be overwhelme by discord as increasd interdependerecard gow
ernmentéintervention creaé more opportunities for policy conflict
As in Alice in Wonderlandit may be necessarto keg runnirg faste
in orde to stard still. Scholas shoutl nat wait for cooperatia to
becone the rule rathe than the exceptimm before studyirg it, for ig-
norane of how to promog cooperatiao can leal to discord conflict,
ard econont disaste befole cooperatio eve has a chane to prevail

Thisbodk is abou how cooperatia has been ard cen be organizel
in the world political econony when comman interess exist It does
not concentra on the questio of how fundamenthcomma interess
can be createl amory states Thus two topics tha coul legitimatel
be treatel in a bodk on internation& economt cooperatio are na
systematicayl considered| neithe exploe how economt conditiors
affed patterrs of interestsnor do | investigag the effect of ideas ard
ideak on stak behavior The theor tha | devel takes the existene
of mutud interess$ as given ard examine the conditiors unde which
they will lead to cooperation! begn with the premi® tha even where
comma interes$ exist cooperatio often fails. My purpo® is to
diagnoe the reasos for sud failure, and for the occasionasuccesses
in the hope of improving our ability to prescrile remedies

Becaus | begn with acknowledgd comma interests my study
focuses on relatiors amory the advancd market-econom countries
whete sud interess are manifold The® countries hold views abou
the prope operatim of ther economie tha are relatively similar—
a leas in comparisa with the difference tha exid betwea them
and mog less developd countries or the nonmarkeé planne econ
omies They are engagd in extensie relationshig of interdependere
with ore another in general ther governmentspolicies refled the
belie tha they beneft from the ties Furthermorethey are on friendly
political terms thus political-military conflicts betwea& them compli
cak the politics of economt transactios less than they do in East
Wed relations

The argumend of this bodk surely apply to somne relationshig be
tween the advancd market-econom countries and less developd
countries Theg stats hawe interess in common which can only be
realized throudh cooperationTo perhag a more limited extent my
analyss shoutl alo be relevan to thos ares of East-Wesrelatiors
where comma interess exist The focus of this bodk on cooperatio
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REALISM AND INSTITUTIONALISM

amory the advancd industrializel countries by no mears implies that
cooperatia is impossible or unnecessarnpetwea North ard Souh
or Eag ard West To illustrate ard tegs my idea abou cooperatio
and discord however | focus first on the area where comman interess
are greates ard whete the benefis of internation& cooperatio may
be easiesto realize Carefu extension of this argumen into East
Weg ard North-Souh relations including securiy as wel as eco
nomic issueswould be mog welcome

REALISM, INSTITUTIONALISM, AND COOPERATION

Impressd with the difficulties of cooperation observes hawe often
compard world politics to a "stae of war:" In this conceptionin-
ternationd politics is "a competition of units in the kind of stae of
natue that knows no restraing othe than those which the changimg
necessitie of the game and the shallov convenience of the playes
imposé (Hoffmann 1965 p. vii). It is anarcht in the seng that it
lacks an authoritative governmentha can enat¢ ard enfore rules of
behavior Stats mug rely on "the mears they can generat ard the
arrangemerst they can malke for themselves (Waltz, 1979 p. 111)
Conflict ard war result sine eat stat is judge in its own caug ard
can use force to carly ou its judgmens (Waltz, 1959 p. 159) The
discod tha prevaik is accountd for by fundamenth conflicts of
intere$ (Waltz, 1959 Tucker 1977)

Were this portraya of world politics correct ary cooperatia that
occuss would be derivative from overal patterrs of conflict. Alliance
cooperatio would be eay to explan as a resut of the operatim of
a balane of power but system-wi@ patterrs of cooperatia tha
beneft mary countrieswithou being tied to an allianae systen directel
agains an adversay would not If internationd politics were a stae
of war, institutionalizel patterrs of cooperatia on the bass of sharel
purposes shoutl nat exid excep as pat of alarge strugge for power
The extensie patterrs of internationh agreementha we obsere on
issues as divere as trade financid relations health telecommunica
tions ard environmenthprotection would be absent

At the othe extrene from the® "Realists are writers who see co-
operation as essentifin a world of economt interdependenceard
who argte tha sharel economt interess creaé a demaul for inter-
nationa institutiors and rules (Mitrany, 1975) Sud an approach
which | refer to as "Institutionalist becaus of its adherentsemphas
on the functiors performel by internation& institutions runs the risk
of being naive abou powe ard conflict Too often its proponers
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QUESTIONS AND CONCEPTS

incorporae in ther theories excessivgl optimistic assumptios abou

the role of ideak in world politics, or abou the ability of statesme

to lean wha the theori¢ consides the "right lessons. But sophis

ticated studens of institutiors ard rules hawe a goal ded to tead us

They view institutiors nat simply as formd organizatios with head

quartes buildings ard specializd staffs but more broady as "rec

ognizel patterrs of practie@ arourd which expectatioa convergé
(Young 198Q p. 337) They regad the® patterrs of practi® as sig

nificant becaus they affed stat behavior Sophisticatd institution

alists do na expet cooperatia always to prevail but they are awae

of the malleability of interess ard they argle tha interdependere
creats interess in cooperatiort.

During the first twenty yeas or 9 after World War 1I, the® views
thouch vely differert in ther intellectud origins ard ther broader
implications abou human society mack similar predictiors abou the
world politicd economy ard particulary abou the subjet of this
book the politicd econony of the advancd market-econom cour
tries Institutionalist expectd successfucooperatia in ore field to
"spill ovel' into othes (Haas 1958) Realiss anticipatel a relatively
stabk internation& economt orde as a resut of the dominane of
the United States Neithea sd of observes was surprisel by wha
happenedalthoudn they interpretel evens differently.

Institutionaliss could interpre the liberd internation& arrange
mens for tracke ard internation& finance as responsgto the neal for
policy coordinatin createl by the fad of interdependencelhee ar-
rangementswhich we will cal "internation& regimes, containel
rules norms principles ard decisionmakig proceduresRealiss could
reply tha the® regimes were constructd on the bass of principles
espouse by the United Statesard that American powe was essentia

Y In a preliminay drat | referral to "Functionalist$ rathe than "Institutionalists;
since the scholas to whom | am alluding often adopte the former labd or sorme variart
of it, for themselvesOn the suggestin of areadey however | alteral the terminolog
in orde to avod confusim betwea "Functionalism ard the functiond theoy of
internation& regimes presentd in chapte 6. It shoutl be emphasize that as noted in
the text | emply a stylized contras betwe@ Realisn ard Institutionalisn to focus
sharpy on the issus addressg by this book na to identify ary given autha with a
simplistic variart of eithe position Far instancealthoudn Stanle Hoffmam writes of
internationd relatiors as "a stae of war," his highly nuance view of world politics
would nat normally be considerd representatigof Realism Among the Institutionaliss
as well, thee is substantibvariation Erng Haas for instance has taken stae powe
more seriously ard has bean more cautiows abou the growth of internation& insti-
tutions than David Mitrany.



REALISM AND INSTITUTIONALISM

for ther constructio ard maintenanceFa Realistsin othe words
the early postwa regimes restel on the political hegemonyof the
United States Thus Realiss ard Institutionaliss coud both regad
early postwa developmerst as supportimg ther theories

After the mid-1960showever U.S dominane in the world politicd
econony was challengd by the econont recovey and increasig
unity of Europe ard by the rapid economi growth of Japan Yet
economt interdepender continuel to grow, ard the pae of in-
creasd U.S involvemer in the world econony even accelerate after
197Q At this point, therefore the Institutionalig ard Realis predic
tions began to diverge Fram a strid Institutionalid standpoint the
increasig neal for coordinatim of policy, create by interdependencge
shoutl hawe led to more cooperationFrom a Reali$ perspectiveby
contrast the diffusion of powe shout hawe undermine the ability
of anyore to creae ordet

On the surface the Realiss would se@en to have macdk the bette
forecast Sine the late 196G thete hawe bea sigrs of declire in the
extert and efficacy of efforts to cooperat in the world politicd econ
omy. As American powea eroded <0 did internationa regimes The
erosion of the® regimes after World War Il certainy refutes a naive
versian of the Institutionalig faith in interdependerecas a solvert of
conflict and a creato of cooperationBut it does nat prowve that only
the Realis emphas on powe as a creato of orde is valid. It might
be possible after the declire of hegemortg regimes for more sym
metricd patterrs of cooperatia to evolve afte a transition& periacd
of discord Indeed the persistene of attemps & cooperatia during
the 197G sugges tha the declire of hegemow does nat hecessan
sourd cooperatiors deah knell.

Internation& cooperatia and discod thus reman puzzling Unde
wha conditiors can independencountries cooperat in the world
politica econom® In particular can cooperatia take place without
hegemog and if sq how? This bod is designd to heb us find
answes to the® questions| begh with Realis insight abou the role
of powe ard the effect of hegemonyBut my centrd argumers draw
more on the Institutionalig tradition arguirg tha cooperatia can
unde sorre conditiors develg on the bass of complementar inter-
ests ard tha institutions broadyy defined affea the patterrs of co
operatiom tha emerge

Hegemort leaderslip is unlikely to be revived in this centuy for
the United State or arny othe country Hegemort powes haw his
torically only emergd after world wars during peacetime weake
countries hawe tendel to gain on the hegema rathe than vice vera

9



QUESTIONS AND CONCEPTS

(Gilpin, 1981) It is difficult to beliewe tha world civilization, mud
less a comple internation& economy would survive sud a war in
the nuclea age Certainy no prosperos hegemorg powe is likely
to emer@ from sud a cataclysmAs long as aworld politica econony
persiststherefore its centra politicd dilemmawill be how to organiz
cooperatia without hegemony

COOPERATION AND VALUES

Cooperatia is elusive enough ard its sourcs are sufficienty multi-
facetal ard intertwined tha it constitute a difficult subjec¢ to study
Itis particularly hard perha impossibleto investigat with scientific
rigor. No sensibé persm would choog it as a topic of investigatio
on the ground tha its puzzles could readily be "solved: | study it,
despie the ladk of rich, multi-cag dat suitabk for the testirg of
hypothese ard despie the relative pauciy of relevarn theory, becaus
of its normatiwe significance

This choie pose problens both for the autha ard for the reader
My values necessanl affed my argument yet | am sufficienty pos
itivisti c to attemp to distinguis betwea my empiricd ard normatiwe
assertions Excep for this chapte ard chapte 11, After Hegemony
represert an attemp a theoretical historical ard interpretive anat
ysis rathe than an exercig in applied ethics | se to increag our
understandig of cooperationin the beli¢ tha increasd understand
ing can heb to improwe politicd amity ard economt welfarg thoud
not with the naive suppositio that knowledg necessan increass
eithe amity or welfare | try to provide an accoum of cooperatia
tha can be analyzedif na testel in a strid senseby othes who do
not shae my normative views even as | recogniz that excep for my
own values | would neve hawe decidel to write this book Yet sine
| can surey nat keep my analyss entirely distind from my values it
seens fair to the reade for me to indicak briefly my thoughs abou
whether or unde wha conditions internation& cooperatia is a
"good' tha we shoud strive to increase

Cooperatia is viewed by policymakes less as an erd in itsef than
a mears to a variely of othe objectives To inquire abou the mord
value of cooperatia is partly to ak abou the end for which it is
pursued Along with mary others | would disapproe of cooperatia
amorg the governmerd of wealthy, powerfu state to explot poorer
weake countries Even if the goak sough throudh cooperatio were
judged desirabé in principle particula attemps to achieve them coud
hawe perverg effects Tha is, the consequensedf cooperatia coud
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REALISM AND INSTITUTIONALISM

be adverseeithe for certan countries nat fully representein decision
making or for overal world welfare When the conventiond inter-
nationd economé¢ wisdam is misguided cooperatio can be worse
than doing nothing So the economi orthodoy of 193 appeard to
Franklin Delaro Roosevel when he wreckeal the Londan Econome
Conferene of tha yea (Feis 1966) ard s does the internationaly
oriented Keynesianim of the Carte Administration nov appea to
economé theoriss of rationd expectatios who put ther trug in
markes (Saxonhouse1982) Unda conditiors of interdependence
sone cooperatia is a necessarcondition for achievirg optimd levek
of welfare but it is na sufficient and more cooperatio may na
necessanl be bette than less

Although it would be naive to beliewe tha increasd cooperation
amorg ary grop of states for whateve purposeswill necessaml
foste humare values in world politics, it seens clea tha more ef-
fective coordinatim of policy amorg governmerg would often help
Internationaly minded Keynesias recommed extensie harmoni
zation of macroecononaipolicies (Whitman 1979) Even proponent
of internationa laissez-fairewho rejed the® proposalshawe to rec
ogniz tha free markes depem on the prior establishmetnof propery
rights (North ard Thomas 1973 Field, 1981 Conybeare1980 North,
1981) Peopk may disagre on wha forms of internation&a cooper
ation are desirabé and wha purposs they shoud serve but we can
all agretha a worldwithout arny cooperatio would be dismd indeed

In the conclusion | retum explicitly to the problen of mord evat
uation Is it god théat the internation&regimes discussd in this bodk
exist? In wha ways are they deficiert when evaluate by appropria¢
mord standard® Would it hawe bee bette had they neve cone into
beind? No comprehensi or definitive answes to the® questios are
offered but the importane of the problen of ethicd evaluatio de
mands tha they be raised

THE PLAN OF THIS BOOK

| hope tha After Hegemonwill be real na only by studens of world
politics but al by economist intereste in the political underpinning
of the internation& econony ard by citizers concernd abou inter-
nationd cooperationTo encourag reades outsice of political science
| haw tried to eliminak professionkjargon whereve possibé ard to
define my terns clearly usirg ordinay language Yet since this bodk
is mean for peopk with differert disciplinay backgroundsard sine
it draws on disparag¢ traditiors to do sq its key conceps may be
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QUESTIONS AND CONCEPTS

easily misunderstoodl hope tha reades will be carefd na to seiz
on words ard phrass out of contex as clues to pigeonholig my
argument Is it "liberal" becaus | discus cooperationor "mercan
tilist" becaus | emphasie the role of powe ard the impad of he
gemony Am | a"radical' becaus | take Marxian conceps seriously
or a"conservativé becaus | talk abou ordef? The simplemindednes
of sud inferences shout be obvious

Sine | use concep from economis to devel@ a politicd theoy
abou cooperatio ard discod in the world economy | neal to be
particularly clea abou my definitions of economis ard politics ard
my conceptio of theory Chapte 2 discusse theg questionsas a
necessarprologte to the developmenof my theoy in Pat Il. Chapte
3 then prepars the grourd for a seriows analyss of cooperationard
the effect of institutiors on it, by examinirg the "theory of hegemord
stability," which holds tha order in the Realig lexicon depend on
the preponderareof a single state Chapte 3 argue tha althoudn
hegemog can facilitate cooperation it is neithe a necessgr nor a
sufficient condition for it. We will see later tha hegemow is les
important for the continuatian of cooperationone begun than for
its creation

Pat Il, which constituts the theoretich core of this book begirs
by defining two key terms "cooperatiot ard "internation&regimes.
Since the® terns are usal in chapte 3 befor ther full elaboratio
in chapte 4, it is importan to note her tha cooperatia is definal
in a deliberatey unconventionway. Cooperatia is contrastd with
discord but is al distinguishe from harmony Cooperationas com
pared to harmony requires active attemps to adjug policies to mee
the demang of others Tha is, na only does it depen on sharel
interestsbut it emerge from a patten of discod or potentid discord
Without discord there would be no cooperationonly harmony

It is important to define cooperatia as mutud adjustmen rathe
than to view it simply as reflecting a situation in which commam
interess outweidh conflicting ones In othe words we neal to dis
tinguish betwe@a cooperatio ard the mee fad of comma interests
We requile this distinctiln becaus discod sometims prevaik even
when comman interess exist Sine comma interess are sometims
associaté with cooperatio but sometims with discord cooperatio
is evidenty na a simple function of interests Especialy where un-
certainy is gred and actos haw different acces to information ob-
stacles to collective action and strategt calculatiors may prever them
from realizing ther mutud interests The mere existene of comma
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interess is nat enough institutions tha redu@ uncertaing ard limit
asymmetris in informatian mug al exist

Using chapte 4's definitions of cooperatio and internation& re-
gimes chaptes 5-7 preseh my functiond theoly of internation re-
gimes Chapte 5 employs garre theow ard collective goods theoy to
argle tha "the emergene of cooperatia amory egoists (Axelrod,
1981, 1989 is possible even in the absene of comma government
but tha the extert of sud cooperatio will deper on the existene
of internationd institutions or internationa regimes with particula
characteristicsRational-choie theoy enabls us to demonstrad that
the pessimistt conclusios abou cooperatio often associaté with
Realisn are nat necessani valid, even if we accep the assumptia of
rationd egoism Chapte 6 then uses theories of marke failure in
economics as well as more conventiona rational-choie theory to
devel@ a functiond theowy of internation& regimes tha shows why
governmerg may construt regimes ard even abice by ther rules
According to this argumentregimes contribue to cooperatio nat by
implementirg rules that stats mug follow, but by changimg the con
text within which statess make decisiors basel on self-interestsinter-
nationd regimes are valuabk to governmerg not becaus they enfore
binding rules on othes (they do not), but becaus they rende it pos
sible for governmergto ente into mutually beneficid agreemerstwith
one another They empowegovernmerd rathe than shacklirg them

Chapte 7 relaxes our earlie assumptios of rationality ard narrav
egoism Firg it explores the implicatiors of deviatirg from the premis
of classt rationality by assumingmore realistically that decisiors are
costly for governmerg to make That is, governmerg operagé unde
the constraing of "boundel rationality’ (Simon 1955) rathe than
as classical rationd actors On this assumptionregimes do na sub
stitute for continuows calculatiors of self-interes (which are impos
sible) but rathe provide rules of thumb to which othe governmerg
alo adhere The® rules may provide opportunities for governmersg
to bind ther successorss well as to make othe governmentspolicies
more predictable Cooperatio fosterel by awarenesof boundel ra
tionality does nat require that states accepcomman ideak or renoune
fundamenthprinciples of sovereignty Even egoistt actos may agree
to accep obligatiors that precludg making calculatiors abou advan
tage in particula situations if they believe tha doing 0 will hawe
betta consequenaein the long run then failure to accep ary rules
or acceptane of ary othe politically feasibk sé of rules

Chaptes 56 ard the first two sectios of chapte 7 adop the
premig of egoism The lag two sectiors of chapte 7 rela this as
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sumption by distinguishiy betwea egoistt self-interes ard concep
tions of self-interesin which empatly plays arole. Actors tha inter
pret ther interess as empatheticajl interdependenin our terminology
may find it easie to form internation& regimes than thoe whos
definitions of self-interesare more constricted| exploe the strengtis
and limitations of egoi$ ard empathet interpretatios of stat be
haviar by analyzirg two features of the world politicad econony tha
may appea puzzling from an egoistc standpoint the facts tha regime
rules and principles are sometims treatel as havirg morally obligatoy
statws ard tha unbalancd exchange of resource often persis over
a considerald periad of time.

The argumenof Pat I, taken as awhole constituts both a critique
and modification of Realism Realig theories tha sed to predid in-
ternationd behavio on the bass of interess ard powea alore are
importan but insufficient for an understandig of world politics. They
neal to be supplementedthoudh nat replaced by theories stressig
the importane of internationd institutions Even if we fully under
stard patterrs of powe and interests the behavio of states (ard of
transnationhactos as well) may na be fully explicabke without un
derstandig the institutiond contex of action

This institutionalis modification of Realisn provides sone rathe
abstrat answes to the majar puzze addressa by this book namely
how can cooperatio take place in world politics in the absene of
hegemon® We understad the creation of regimes as a resut of a
combinatia of the distribution of power share interests and pre
vailing expectatios and practices Regime arise again$ the back
grourd of earlig attempts successfuor not, a cooperation Fur
thermore the theoly of Pat Il explairs the continuatia of existirg
regimes even after the conditiors tha facilitated ther creation hawe
disappearedregimes acquie value for states becaus they perfom
importart functiors ard becaus they are difficult to creae or recon
struct In orde to realiz fully the significan@ of this theoretich ar
gumen for understandig contemporar internationa regimes we
neeal to combire it with a historicd understandig of the creatio of
contemporay internation& regimes and of ther evolution sine the
erd of World War Il. This is the tak of Pat IIl.

Pat Il argue tha the creation of contemporar internationa re-
gimes can largely be explaing by postwa U.S policy, implementd
through the exercie of American power As American economg pre-
ponderane eroda betwea the 195G ard the 1970s majar inter
nationd economi regimes canme unde pressureThus far Realig ex
pectatiors are met Yet the changs in the® regimes did nat always
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correspod to the shifts in powet ard the declire of American he
gemoty did na lead uniformly to the collap® of regimes Cooperatio
persiss and on sone issueshas increasedCurrert patterrs of discod
and cooperatia refled interactirg forces the remainirg elemenrs of
American hegemow as wel as the effect of its erosion the curren
mixture of sharel ard conflicting interests ard the internationa eco
nomic regimes tha represenan institutiond legagy of hegemony

The first stg in the empiricd analyss of Pat Ill is to examire how
American hegemoy actualy operated Chapte 8 therefoe discusse
American hegemow during the two decads of U.S dominancespan
ning the yeas from the Truman Doctrine ard Marshal Plan (1947
to the late 1960s when the United States bega to show sigrs of
seekimy to proted itsef from the impad of economé interdependence
The source and practice of hegemoni cooperatio are the focus of
attention here The episods studia in this chapte illustrate the in-
timate connectio betwe@ discod ard cooperatia pointed ou in
chapte 4, and they alo revea tha inequalities of powe can be quite
consistenwith mutud adjustmentpolicy coordination ard the for-
mation of internation&regimes Hegemowy ard internation& regimes
may be complementaryor even to sorre extert substitué for ead
other both sene to make agreemeist possibé and to facilitate com
pliance with rules

This periad of hegemort cooperatio was short Henry Luces
"American Century was unde sevee pressue after les than tweny
years No system-levetheoly accouns for this, since—a chapte 8
shows—oe of the mog importart reasos for the brevity of U.S
dominane was the pluralistic natue of American politics” Given a
declire in American power however believes in the theoy of heg
emont stability would predid a declire in cooperation Chapte 9
evaluats the applicability of this theol to the evolutin of interna
tiond regimes for money trade ard oil betwea the mid-196G& ard
the early 1980s Did internation&regimes embodyim patterrs of heg
emont cooperatio becone les effective becaus of the erosim of
American power? Chapte 9 shows tha the patten of regime chang
varied a gred ded from ore issue-ara to anothey ard tha shifts in
American powe wetre of differert significane in internationafinance
trade ard oil. The declire of American hegemow provides only pat

2 The questim of the cause of the declire of American hegemony nat addresse:
systematicall in thisvolume is deat with in an origind ard provocative way by Robet
Gilpin (1975 1981)
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of the explanatio for the declire of postwa internation& regimes
Chapte 9 reachs this conclusim without itsef attemptiry to provide
a complee explanatio for this phenomenonsine to do o would
require cloe examinatio of the effecs of changs in macroeconongi
conditiors and internation& economt competitivenessthe role of
ideas ard learning ard the impad of domest politics on foreign
economt policies in the United States and elsewhere

Chapte 9 als points out tha althoudn internationa regimes care
unde pressue in the 1970s the advancd industrializel countries
continte to coordinaé ther policies albet imperfectly on interna
tiond economt issues Contemporar attemps to cooperat refled
not only the erosian of hegemog but the continu@ existene of in-
ternation& regimes mog of which had ther origins in Americaa he
gemony Old patterrs of cooperatia work les well than they did,
partly becaus U.S hegemow has declined but the survivd of patterrs
of mutud policy adjustment ard even ther extension can be facili-
tated by internation& regimes tha had ther origins in the periad of
hegemony Fram chapte 9 we can see tha both Realid conceps of
powa and self-interes and the argumernt developd hele abou the
significane of internation&regimes provide valuabk insighs into the
natute of the contemporar world politicad economy We neal to go
beyord Realism nat discad it. By documentigy the erosian of Amer-
ican hegemony furthermore chapte 9 shows tha our key puzzle—
how cooperatia can take place in the absene of hegemony—s nat
merely hypothetic but highly topical It thus sugges the relevane
for or own era of the theories of internation& cooperatia put for-
ward in Pat Il. Sharel interess and existirg institutiors make it
possibe to cooperatebut the erosion of American hegemoy makes
it necessarto do L in nev ways

Chapter 10 furthe explores how regimes affed patterrs of coop
eration by investigatiig in detal the mog significart internation&
economt regine establishd amory the advancd industrializel coun
tries sine 1971 the enery arrangementsrevolving arourd the In-
ternationd Enery Ageng (IEA), s¢ up unde U.S leadersip after
the oil crisis of 1973-74 This regime was na global but was limited
to oil-consumiry countries ard compete with anothe partid regime
formed by oil producersWewill se=in chapte 10 that regime-orientd
efforts a cooperatio do na always succeed as the fiasm of IEA
actiors in 197@ illustrates but tha they can hawe a positive impad
unde relatively favorabé conditions as the evens of 198 suggest
Chapte 10 al® lends sone suppot to the generd proposition that
successfuattemps to use internation& regimes to facilitate cooper
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ation depenl on efforts to redu@ the coss of transaction involved
in policy coordinatim ard on measurs to provide information to
governmentsrathe than on enforcemenaf rules

The final chapte reviews the argumen as a whole assessethe
mord value of cooperationard examina implicatiors for policy. My
discussio of ethis concluds that despie sone defecs in ther
principles contemporay internation&regimes are morally acceptable
a leas conditionally They are eay to justify on the bass of criteria
that stres the importane of the autonony of states althoughevat
uation is more difficult when cosmopolita ard egalitarian standard
are employed The policy implicatiors of the bodk stan mog directly
from my emphag on the value of information produce and distrib-
uted by internation& regimes Provides as well as recipiens of in-
formation beneft from its availability. It can therefoe make seng to
accep obligatiors tha restran ones own freedon of actian in un-
known future situatiors if othes als accep responsibilitiessing the
effed of the reciprocé actiors is to redu@ uncertainty Assumptios
abou the value of "keepirg ones optiors operi therefoe neal to be
rethought The pursut of flexibility can be self-defeating like Ulysses
it may be better on occasionto hawe onesdi tied to the mast
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« 2

POLITICS, ECONOMICS AND
THE INTERNATIONAL
SYSTEM

Robet Gilpin has offered a helpfu working definition of the phrag
"world politicd economy (1975 p. 43).

In brief, politicd econony in this stud/ mears the reciprocé ard
dynamc interactio in internationa relatiors of the pursut of
wealh ard the pursut of powet

Causaliy is reciprocé rathe than unidirectional on the ore hand
the distribution of powe creats patterrs of propertyrights within
which wealt is producel ard distributed on the othe hand changs
in productive efficiengy and acces to resource affed relatiors of
powe in the long term The interaction betwea wealh ard powe is
dynamt becaus both wealh and powe are continualy altered as
are the connectios betwea them

Wealh ard powe are linked in internation& relatiors throudh the
activities of independenactors the mog importar of which are states
not subordinatd to aworldwide governmentiahierarchy Thee is no
authoritative allocata of resourceswe canna talk abou a "world
society making decisiors abou economi outcomesNo consisteh
and enforceal® sd of comprehensi rules exists If actos are to
improve ther welfare through coordinatilg their policies they mug
do =0 throudh bargainimg rathe than by invoking centrd direction
In world politics, uncertainy is rife, making agreemerstis difficult,
and no secue barries preven military and securiy questios from
impinging on econont affairs. In addition disagreemestabou how
benefit shoutl be distributed permeag the relatiors amoryg actos ard
persi$ becaus bargairs are neve permanentt valid. Actors are con
tinually temptel to try imposirg burders on othes rathe than ab
sorbirg coss of adjustmenthemselvesFurthermorethis strugge to
make othes adjug is playal repeatedly Apparen victory can be il-
lusoly or defea ephemeral for politicd bargainig and maneuve
resut nat in definitive choices conferrirg powe on sone peopek rathe
than others but in agreemesttha may in the future be reverse or
in discod tha signat a continuatiom of bargainig ard maneuver

All of thisisunderstod by studens of internationarelations More
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difficult to gragp are the meaning of the bast and misleadingy fa-
miliar terrs "wealth' and "power.’ Gilpin (1975 p.23 defineswealh
as "anythirg (capital land or labor tha can generat future income
it is composd of physicd asset ard human capitd (including em
bodied knowledge). The problem with this definition is that it seers
to limit wealh to investmeh goods excludirg asset tha merey pro-
vide value in consumption Edible foodstuffs ampk quantities of gas
oline for pleasue driving, ard decoros jewelry are all, in ordinay
language considerd to be wealth but they would be excludel by
Gilpin's definition. Adam Smiths definition of wealh as "the annué
produe of the land ard labou of asociety (1776/1976p. 4) avoids
this difficulty, but creats anothe one sine it refeis to a flow of
income rathe than astockof assetsOur ordinay contemporar usa@
of "wealtH' refeis to a stok rathe than a flow concept Taking this
into accountwe coul follow Karl Polanyj regardilg wealh as "the
mears of materid wart satisfactioh (1957/1971p. 243) Polanyis
definition, however is al subjed to telling objections Liond Robbirs
(1932 p. 9) pointad out a half-centuy ag tha if economis refers
to the satisfactio of materid wans alone it includes the services of
the cok but na of the dancer Yet althoudn the codk produce a
materid product the ultimate erd (the pleasue of eatirg tasy food)
may be quite as immateria as the ultimate purpog of attendirg the
ballet or the opera

Considerig this objection we could define wealh simply as the
"mears of wart satisfactiorf, or anythirg tha yields utility, whethe
in the form of investmen or consumption This definition has the
virtue of viewing wealh as a stodk of resourceswithout arbitrarily
excludirg eithe consumptiongood or nonmaterib sources of satis
faction Yet it remairs excessivel broal in two ways First, it omits
referene to scarcity In neoclassidaeconomt analysis value is de
rivative from marke relationships wealh can only be assesskafter
markes hawe evaluate differert producs or services Wha is na
scare hasno marke value Pule water, for instance might be con
sideral a"produc of the land;' but in an ecologicaly pristine society
it would nat constitue wealh becaus it would be free In neoclassida
value theory "exchang value' rathe than "use valu€' is decisive
Second even if we take scarciy into accountwe still neal to distin
guish betwea valual experiencetha canna be exchangd for money
without alterirg ther intrinsic natuie (sud as love, ack of pure friend
ship ard the ability to make othes fed tha they are in a stae of
gracg ard thos tha can be 90 exchangd (sud as sexué acs with
strangersfavors dore for busines associatesard the ability to pro-
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duce "that Pepsfeeling”). Thisis dore by limiting "wealth' to mears
of wart satisfactio tha are nat only scare but alo marketable:they
can be bough ard sod on a market Thus "the pursut of wealthH' in
the world politicd econory refers to the pursut of marketabé mears
of wart satisfaction whethe the® are to be usel for investmen or
consumd by ther possessors

Gilpin asses tha "the natue of powe is even more elusiwe than
tha of wealth! Rathe than ente the "intradisciplinay squabblé
abou it, however he follows Hars J Morgenthats definition of
powea as "mans contrd ove the minds ard actiors of othe men:
Power for Gilpin, refersto a causérelationshp ard varies accordimy
to the contex in which it is exercised "there is no singke hierarcly
of powe in internation&relations (1975 p. 24).

To define powe in terns of contrd is plausibk enough but it does
not addres the questim of the value of the concep in the study of
politics. To use the concep of powe to explan behavior orne need
to be able to measue powe prior to the actiors beirg explainel and
to construt modes in which differert amouns or types of powe lead
to differert outcomesWha Jame G. March has called "bast force
model$ are designe to achiee this purpog by usirg tangibe meas
ures of powe resources—slicas numbes of people quality of weap
ons or wealth—b predid outcoms of politicd contention Yet the
predictiors of the® modes are inaccuratepartly becaus sone actos
care more abou particula outcoms than othes ard are therefoe
willing to use greate proportiors of ther resource to attan them
(March, 1966 Harsanyj 1962/1971) Thus bast force models sut
as the "crudée theoy of hegemort stability discussé in chapte 3,
are only usefu as first approximations The® modet can be qualified
by addirg auxiliaty hypothese tha refe to the role of intangibke
factors sud as will, intensiy of motivation or—in the "refined’ ver
sion of the theoly of hegemorg stability—leadershipUnfortunately
however the factors can only be measurd after the event Powe is
no longe usal to accoun for behavior rather it provides a languag
for describimy politicd action

We sawv aboe that in the neoclassidaeconomt theoy of value
wealh is na usal as a primaly categoy to explan demam or prices
on the contrary value (hene wealth is inferred from demanl ard
supply, as reflectal in price movemers on markets Thus the concept
of powe ard wealh hawe a comma deficieny as the bass for ex
planatiors of behavior to estimat the powe of actors or whethe a
given product service or raw materid constituts wealth ore has to
obsere behavior—n powe relationshig or in markets To use the
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Figure2.1. Politicsand Economics:A Schematization
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conceps of powe and wealth to accoun for the behavio tha allows
us to identify their presene would be to engag in circular reasoning
Thus the insight expresse by Gilpin, tha the world politica econony
revolves arourd powe ard wealth does not enabé us to construe
strorg explanatios of the behavio tha we observe

Neverthelessdefining internationa politicad econony as the recip
rocd and dynamt interactia of the pursut of wealh and the pursut
of powe is usefu from a descriptivestandpoint We can view inter
nationd politicad econony as the intersectim of the substantie area
studial by economics—productioand exchang of marketabé mears
of want satisfaction—wih the proces by which powe is exercisd
tha iscentrd to politics. Whereverin the economyactos exet powe
over ore another the econony is political. This area of intersectio
can be contrastd with "pure economics, in which no acta has ary
contrd ove othes but faces an externaly determine environment
Ore can alo imagire a situation al® an "ided type; in which
noneconont resource were usel solely in pursut of values tha could
not be exchangd on a market sut as status or powe itself. Sut
a situaticn would be one of "pure politics." Figure 21 makes the
points schematically

Asfigure 21 illustrates attemps to separat asphee of red activity,
called "economics, from anothe sphee of red activity, called "pol-
itics," are dooma to frustration ard failure. Very little of the polity
in moden societis is untouched by the economy ard vice versa even
apat from questios of governmentaintervention muc of the mod
em econony is politica becaus firms, unions ard othe organizatios
sed to exek contrd ove ore another Defined in purely economg or
political terms the world econony ard the internationd politicd sys
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tem are both abstractionsin the red world of internation&relations
mog significart issue are simultaneousf politicd ard economic

We hawe sea tha thinking abou internationa politicd econony
in terms of wealh ard powe does nat enabé us to construt strorg
explanatoy modek of behavior Yet focusirg on the pursuitof wealh
and powe does contribue to insightfu interpretationsine it provides
us with working hypothess abou the motivatiors of actos tha em
phasiz specift interess rathe than ideology or rhetoric To remird
ourselvs abou wealh ard powe is a usefd antidoteto a oneside
emphass on interdependereand the problem of realizig commam
interests In reflectirg on the later discussia in this volume of inter
nationd regimes the reade shoutl keep in mind tha the® regimes
are rarely if eve instituted by disinterestd idealiss for the sale of
the comma good Instead they are constructd principally by gow
ernmensg who officials sed to further the interess of ther state (as
they interpre them) ard of themselvesThey se& wealh ard power
ard perhag othe values as well, no matte how mud they may
indulge in rhetorc abou globd welfare or a world "sake for inter
dependence.

THE COMPLEMENTARITY OF WEALTH AND POWER

Reflection on wealh and powe as stat objectives som yields the
conclusia tha theyare complementaryFar contemporar statesmen
as for the mercantiliss of the seventeeilt and eighteertt centuries
powe is a necessar condition for plenty, ard vice versa Two ex
amples considerd in more detal in later chaptersillustrate the point
In the late 194G American powea was usal to build internation&
economeg arrangemeistconsistetiwith the structue of American cap
italism; conversely U.S military strengh dependd in the long run
on cloe economi as well as politicd ties betwea the United States
on the ore hard ard Westen Europe ard Japa on the other To say
that American economg or political goak were primary, as historiars
involved in controversis ove the Cold War often do, is to miss the
point, which is tha U.S econom interess abroal dependd on es
tablishirg a politicd environmehin which capitalisn could flourish,
and tha American politicad and securiy interess dependd on ecce
nomic recovey in Europe ard Japan The two seb of objectives were
inextricaby linked, and similar policies were requirel to achiee them
Likewise when the United States propose the establishmenaf an
internation& enery ageny in 1974 to hep cope with the shift of
powe ove oil to producimg countries it did o both to ded with the
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economé consequenaedf highe oil prices ard to reinforee its own
politica influence Effective internation actian to alleviae economt
distres seemd impossibé without American leadership conversely
U.S influenee ard prestige were likely to be enhancé by leadirg a
successfucollective effort to ensue enery security

The complementant of wealh ard powe provides a threal of
continuity betwea the world politicd econony of the seventeett
centuy ard tha of today Mogt governmert still appea to adhee
to the propositiors that Jacd Viner ascribs to seventeenth-centur
mercantiliss (1948 p. 10)

1) Wealh is an absolutey essentiamears to power whethe for

securiy or for aggression2) powe is essentibor valuabk as a
mears to the acquisition or retention of wealth 3) wealh ard
powe are ead prope ultimate ends of nationa policy; 4) thee
is along-run harmory betwea the® ends althoudn in particula
circumstancg it may be necessarfor a time to make economg
sacrifices in the interes of military securiy ard therefoe al of

long-run prosperity

The qualification Viner offers to his fourth poirt is important In the
shot run, tradeoft exig betwea the pursut of powe ard the pursut
of wealth Onre of the tasks of studens of internation&politica econ
onmy is to analyz the® tradeoffs without forgetting the long-run
complementanit underlyirg them

The key tradeofs for the United State in the 1980s as for mer
cantilig statesme in the seventeeht centuy and American leades
in the late 1940s are na betwea powea ard wealh but betwea the
long-tem power/weah interess of the stat and the partid interess
of individud merchantsworkers or manufactures on the ore hard
or short-tem interess of the sociey on the other The United State
is nat the only county tha has been unabk to formulake long-tem
goak without making concessionito partid economt interestsViner
observs tha in Holland during the seventeeit ard eighteertt cen
turies "where the mercharg to a large exten sharel directly in gow
ernment maja politicd considerationsincluding the vely safey of
the countly or its succes in wars in which it was actually participating
had repeatedl to give way to the cupidity of the mercharg ard ther
reluctane to contribute adequatel to military financé (1948 p. 20).
In Britain alsq "the autonony of busines connectios ard traditions),
accordig to Viner, hinderel the pursut of stae interests During the
Marshal Plan years American administratos had to ded with "the
specid demand of the American busines ard agriculturd communiy
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tha expectd dired ard earl profit from the program—ad who were
well-represent# in Congress ... The generh goab of multilaterd
trade were certainy in the interess of all the® constituenciesyet they,
unlike the Stae Departmentwere willing to undermire the achieve
mert of the gener&aim for even the smalles immediag gain' (Kolko
and Kolko, 1972 pp. 444-45)

The conflict betwea short-rin and long-run objectives arises largely
in the form of choices betwea consumptia on the ore hard ard
saving or investmeh on the other When the econony underinvests
it is favoring the presehove the future One can use similar conceps
in discussig power A stak invest in powe resource when it binds
allies to itsef or creats internationaregimes in which it plays a centra
role. During the 193G Germary followed a "powea approach to
trade questions changimg the structue of foreign trade 0 tha its
partnes would be vulnerabé to its own actiors (Hirschman 1943
1980) After World War Il American policy had a broade geograph
ical focus ard was less coercive but it al stressd powe investment
The United States absorbd short-rin economt costs sud as thos
imposel by discrimination in the early 195G agains American goods
in Europe for the sale of politica influence tha could lead to longer
tem gains It establishd internation& regimes tha revolved arourd
Washington ard on which its allies wete highly dependent

Powe disinvestmenmay alo take place powe can be consumd
and na replaced Governmerd may be ablke to maintan levebk of
consumptio in the preseb by runnirng current accoum deficits bor
rowing abroal to compensat for low levek of savirg & home as the
United State did during the first few yeas of the 1980s In the long
run, however sud policies are unsustainate and eroce the base of
influence or creditworthinesson which they depend

Whethe to inveg in additiond powe resourcs or to consune sorre
of thos tha haw bea accumulatd is a perennié isste of foreign
policy. Many of the mog importan choices governmers face hawe
to do with the relative weight given to consumptia (of wealh or
powel versts investmentard with devisirg strategis for action that
are bot viable in the shot run ard capabé of achievig wealh ard
powe objectives in the long run. Any analyss of the world politica
econony mug keep in mind the extert to which investmentsin powe
as well as production are beirg mack or dissipated Sone of the®
investmers will be reflectal in internation&regimes ard the leaderstp
strategie tha hebp to construt ard maintan them Defining inter
nationd politicad econony in terns of the pursut of wealt ard powe
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leads us to analyz cooperatio in the world politica econony les as
an effort to implemen high ideak than as a mears of attainirg self
interestel econom and politica goals

SYSTEMIC ANALYSIS OF INTERNATIONAL POLITICS

Wealh ard powe are sough by avariety of actos in world politics,
including nonstag¢ organizatios sud as multinationd busines cor
poratiors (Keohare ard Nye, 1972) But states are crucid actors na
only seekig wealh and powe directly but striving to construt frame
works of rules and practices tha will enabé them to secue thee
objectives amorg others in the future Our analyss of internation&
cooperatio and regimes therefoe focuse principally on states

Stak behavio can be studiel from the "inside-out or from the
"outside-in’ (Waltz, 1979 p. 63). "Inside-out; or unit-level expla
natiors locae the sourcs of behavio within the actor—fa instance
in acountrys politica or economt systemthe attributes of its leaders
or its domestt politicd culture "Outside-in} or systemi¢ explana
tions accoum for stak behavio on the bass of attributes of the systen
asawhole Any theowy will, of coursetake into accoumthe distinctive
characteristis of actos as well as of the systen itself. But a systemg
theol regard the® internd attributes as constard rathe than as
variables The variables of a systemt theoy are situational they refer
to the locatin of ead acta relative to othes (Waltz, 1979 pp. 67-
73 Keohane 1983 p. 508) Systemt analyss of the internationa
political econony begirs by locatirng actos alorg the dimensiam of
relative powe on the one hard ard wealh on the other

Kenneh Waltz has convincingy shown the errar of theorizirg a
the unit levd without first reflecting on the effect of the internation&
systen as a whole Ther are two principd reasos for this. First,
causa analyss is difficult a the unit levd becaus of the appareh
importane of idiosyncratt factors rangirg from the personaliy of a
leade to the peculiarities of a given countrys institutions Parsime
nious theory even as a partid "first cut,” becoms impossibé if ore
stars analyss here amidg a confusirg plethor of seemingy} relevar
facts Secongd analyzirg stat behavio from "inside-out alore leads
observes to ignore the contex of action the pressurs exerta on all
states by the competitiom amorg them Practics sud as seekimg to
balane the powe of potentid adversarie may be accountd for on
the bass of distinctive characteristis of the governmerg in questio
when they could be explainel more satisfactory on the bass of en-
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during features of world politics Without prior systemt theory unit-
levd analyss of world politics floats in an empiricd and conceptula
vacuum (Waltz, 1979 chs 4-5).

For the® reasonsthe analyss of this bodk begirs a the systemt
level | focus on the effeck of systen characteristis becaus | believe
that the behavio of statesaswel as of othe actorsis strongy affected
by the constrairng ard incentives provided by the internation& envi
ronment When the internation systeén changesso will incentives
ard behavior My "outside-ii perspectie is therefoe similar to tha
of systemt forms of Reali$ theory, or "structurd Realism (Krasner
1983) Wha distinguishe my argumenfrom structur&d Realisn is my
emphags on the effect of internationd institutiors ard practices on
stat behavior The distributian of powet stressd by Realistsis surely
important So is the distribution of wealth But human activity at the
internationa levd al exers significart effects Internation& regimes
alter the information availabk to governmerg ard the opportunities
open to them commitmens mack to suppot sud institutiors can
only be broken a acog to reputation Internationaregimes therefoe
chang the calculatiors of advantag tha governmerg make To try
to understad stat behavio simply by combinirg the structurd Reat
ist theoy base on distribution of powe ard wealh with the foreign
policy analyss stres on choice without understandig internation&
regimes would be like trying to accoum for competition ard collusian
amory oligopolistt busines firms withou botherig to ascertai
whethe ther leades me togethe regularly whethe they belonge
to the sane trace associationsor whethe they had developd informd
mears of coordinatig behavie without dired communication In-
ternation& regimes nat only desere systemat study they virtually
cry ou for it.

Yet no systemi analyss can be complete When we comre to our
discussia of the postwa internation& politicad econony in Pat IlI,
we will haw to look beyord the systen towaid accouns of stae
behavio tha emphasie the effects of domestt institutiors ard lead
ershp on patterrs of stae behavior Tha is, we will hawe to introdue
sone unit-levd analyss as well. In doing sq we will pay speci at
tention to the mod powerfu acta in the world politicd economy
the United States Since the United State shapé the systen as much
as the systen shapd it, and sine it retainel greate leews for au
tonomots actim than othe countries throughot the thirty-five yeas
after World War Il, we hawe to look a the United States from the
inside-ou as well as from the outside-in
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LIMITATIONS OF SYSTEMIC ANALYSIS

My choie of systemi theoly as a place to begh analyss does na
imply tha | regad it as completey satisfactoy even as a "first cut”
Before going on to the systemé analyss of Pat Il, therefore it is
necessar to indicake sone of its limitations

The prevailig modé for systemé analyss in politics comes from
economics—h particular from microeconons theory Sud theoy
posit the existene of firms, with given utility functiors (suc as profit
maximization) ard attemps to explan ther behavio on the bass of
environmenth factois su as the competitivenes of markets It is
systemt rathe than unit-levd theoly becaus its propositiors depel
on variatiors in attributes of the system na of the units (Waltz, 1979
pp. 89-91 93-95 98). Firms are assumd to ad as rationd egoists
Rationaliy mears tha they hawe consistentorderel preferencesarnd
that they calculae coss ard benefis of alternatie courss of actian
in orde to maximize ther utility in view of thos preferencesEgoisn
mears tha ther utility functiors are independenof one another they
do na gan or lose utility simply becaus of the gairs or losse of
others Making theg assumptios mears tha rationality ard concep
tions of self-interes are constarg rathe than variables in system
theory. Variatiors in firms' behavio are accountd for nat by varia
tions in therr values or in the efficiency of ther internd organizationa
arrangementsbut by variatiors in characteristis of the economt
system—fwo instance whethe its marke structue is competitive oli-
gopolistic or monopolistic Without the assumptios of egoisn ard
rationality, variatiors in firms' behavio might hawe to be accountd
for by differences in values or in ther calculating choice-makig abil-
ities. In tha case analyss would revet to the unit level ard the
parsimoly of systemé theory—restig on only a smal numbe of
variables—wou be lost!

System¢ theories baseél on rational-egoits assumptioa work beg
when ther is one uniquey superio courg of action Arnold Wolfers
pointed out this featue of sud theories long agq in arguirg tha they
provide the bes predictiors when there is extrene "compulsion; as
in the cag of a fire breakirg out in a hous tha has only ore exit
For sud a situation "decision-makig analyss would be usefd only
in regad to individuak who decidel to reman whete they were rathe
than join the generdard expectd rush' (1962 p. 14) Spiro J. Latss
(1976 has more recenty arguedin similar terms tha microeconong

! For a fully developd versim of this argument se Keohane 1983
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theol basel on rational-choie assumptios perforns bes when ap
plied to "single-exit situations Unde the® conditions wha Latss
calls the researh progran of "situationd determinism works vety
well. We do nat neal to understad the idiosyncracis of the actos
to explan ther behavior sine the situation they face mandats tha
they mug ad in a particula way. They will do 0 if they are rational
if they fail to do sq they may (if the environmenth conditiors are
stringen} ceas to exist

This researh progran has had gred succes in situatiors of pure
competition or pure monopoly—andpy extensionin situatiors tha
approximae the® ided types Situationd determinisn works unde
the® circumstance becaus thele is no power competitionin pure
competition or pure monopoly Eithe economt actos adjug ther
behavig to signat from an impersonh marke (in competition) or
they dominae the marke (in monopoly) In neithe cag do they hawe
to reac to the actiors of others As Latski puts it (1976 pp. 25-26)

Unde perfed competition entreprenewsr do na really compete
with each other.The situaticm may be compard to tha of a
playe in an n-persongare whee n is vely large Sud game are
reducibk to one-persn game agains natue whee the opponen
has no objectives ard no known strategy The "nature"of perfed
competition is unusualy strid in allowing a choie betwea fol-
lowing a singke strateg or going undet

Pure monopoly usualy regarde as the exad opposie of per
fect competition is in fad its heuristc twin. ... The monopolis
maximizes on the bass of his knowledg of the marke conditiors
and the application of the simple optimizing rule. As with perfed
competition 0 with monopoy the "rational' decision-make
will arrive a the uniquel determine optimd decisian by a simple
calculation

Difficultie s arise for this researh progran unde conditiors of oli-
gopoly, or "monopolistt competition. Unde the® conditions the
situation can be treatel as a variable-sm game playel repeated
over an indefinite periad of time, with a smal numbe of players This
type of gamedoes nat hawe a determinag solution for ary actor
independenof the behavio of others It is a"multiple-exit' situation
ard arbitray assumptioa are requirel to reat unigque solutiors to
it (Latsis 1976 pp. 26-39) Aswe will seein chaptes 5 ard 6, rationat
egoi¢ calculatiors of whethe to cooperat with ore anothe unde
thes conditiors will deper heavily on the expectatios of actos
abou others$ behavior—ad therefoe on the natue of institutions
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Microeconomt theoly does nat generad precise accurag predictiors
abou behavio in situatiors of strategi interdependerg (Simon
1976) And as we hawe seenstrategt interdependencevhich bedevis
only pat of economicsafflicts the entire study of internation&politics

CONCLUSIONS

Systemt analyss will nat yield determinag predictiors abou states
pursut of wealh ard power Even if it did, the® predictiors would
be subjet to inaccurag insofa as gred variatiors in stat behavio
resultel from variatiors in ther internd characteristicsNevertheless
systemt theoy can hep us understad how the constrain unde
which governmert ad in the world politicd econory affed ther
behavior As in Cournd modes of oligopoly, however we al neel
to be able to speciyy somethiig abou actor$ "reactim functions*—
how they will responl to others behavio (Fellner 1949) To do this
on the bass of empiricd information rathe than arbitrarily, we mug
investigaé the institutiond context including the "cue$ provided to
actos by rules practicesard informd patterrs of action Tha is, we
are led from strictly power-basedgame-theoreti analyss towaid the
study of internation& regimes

Admittedly, acceptilg rational-egois assumptios involves taking
seriousy a purely hypothetich notion of rationalily tha does nat
accuratel mode actud processeof human choie (McKeown 1983b)
Yet beginnirg with assumptioa of egoisn ard rationality has three
importart virtues First, it simplifies our premisesmaking deductiors
clearer Secondlit direc our attentio toward the constraing imposel
by a systen on its actors sine it holds the internd determinarg of
choie constant This help to retan our focus on systemt con
straints—whethethe resut of unequé distributiors of powe or wealh
in the world or of internation&institutiors ard practices—rathethan
on domestt politics. Finally, adoptirg the assumptia of rationd ege
ism places the argumen of this bod on the sane foundatio as that
of Realig theories The argumen hele for the importane of inter
nationd regimes does nat depewl on smugglirg in assumptioa abou
altruism or irrationality. Starting with similar premise abou moti
vations | sed& to shav tha Realisnms pessimim abou welfare-in
creasiig cooperatia is exaggeratedHaving dore this, in chapte 7
| relax the assumptia of classichrationalily ard the assumptia of
egoistic independenutility maximization to see how the theow of
regime functiors developd earlie on rational-egoistground is af-
fected by the® changs in premises
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My interes in both the structureof world powe ard the institutiors
ard practices devisel by human being reflecs a concen with con
strains ard choices in world politics The constrairg impose by
distributiors of wealh ard powe are often severe As Marx said we
make our own history nat just as we pleasebut "unde circumstance
directly found given ard transmittel from the past (1852/1972p.
437) Yet sinee we do make our own history, thee is sone roam for
choie & ary poirt in time, ard ove a periad of time sone of the
constraing can themselve be altered The limitations of determinisi
theowy alorg the lines of nineteenth-centyrphysics may be disturbirg
for socid scientiss who still carly obsole¢ images of naturd sciene
in ther head ("weighing like a nightmae on the brairs of the living,"
to use anothe Marxian phrase) But they offer hope for policy. They
suggestha human beings may be abke to learn to devel@ institutiors
and practices tha will enabé them to cooperat more effectively with-
out renounciig the pursut of self-interest The weaknes of theory
but the hope for policy, lies in the fact tha peopé adajp ther strategis
to reality. This bodk seek to shav how adaptie strategis of insti-
tution-building can alo chang reality, therely fosterirg mutually
beneficid cooperation
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e 3
HEGEMONY IN THE WORLD
POLITICAL ECONOMY

It is comma today for troubled supportes of liberd capitalisn to
look badk with nostalga on British preponderarein the nineteertt
centuy and American dominane after World War Il. Thos eras are
imagineal to be simple ones in which a single power possessip s+
periority of economt ard military resourcesimplemente a plan for
internationd orde basel on its interess ard its vision of the world.
As Robet Gilpin has expresse it, "the Pax Britannicaard Pax Amer-
icana like the Pax Romangensure an internation&systen of relative
peae ard security Gred Britain and the United State createl ard
enforceal the rules of a liberd internation& economt ordet’ (1981
p.144)

Underlying this statemehis ore of the two centrad propositiors of
the theowl of hegemort stability (Keohane 1980) that orde in world
politics is typically createl by a singke dominarn power Sine regimes
constitue elemeng of an internation& order this implies tha the
formation of internationa regimes normally depend on hegemony
The othe maja teneé of the theoy of hegemortg stability is tha the
maintenane of orde requires continug hegemony As Charles P.
Kindleberge has said "for the world econony to be stabilized there
has to be a stabilizer ore stabilizet (1973 p. 305) This implies that
cooperationwhich we define in the nex chapte as mutud adjustmen
of stak policies to one another alo depend on the perpetuatia of
hegemony

I discus hegemow before elaboratiig my definitions of cooperatio
ard regimes becaus my emphas on how internationd institutiors
sud as regimes facilitate cooperatio only makes seng if cooperatio
and discod are na determiné simply by interess ard powet In this
chapte | argle tha adeterministt versia of the theol of hegemord
stability, relying only on the Realis conceps of interess ard powet
is indeal incorrect Theee is sone validity in a modes versian of the
first proposition of the theoy of hegemort stability—tha hegemon
can facilitate a certan type of cooperation—buthere is little reaso
to beliewe tha hegemow is eithe a necessaror a sufficient conditin
for the emergene of cooperatie relationshipsFurthermoreard even
more importan for the argumen presentd here the secod maja
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proposition of the theowy is erroneous cooperatio does na neces
sarily requie the existene of a hegemort leade after internationa
regimes hawe bea established Post-hegemoni cooperatio is alo
possible

A detailel analyss of how hegemog and cooperatio hawe bea
related to ore anothe in the postwa internationé politicad econony
is deferr@ to chaptes 8 ard 9, after my theories abou cooperatia
and the functiors of internation& regimes hawe bee presentedThe
tak of the presenchapte is to exploe in a preliminay way the value
ard limitations of the concep of hegemonw for the study of cooper
ation The first section analyze the claims of the theoy of hegemorg
stability; the seconl sectim briefly addressethe relationshp betwea
military powe ard hegemonw in the world politicd economy and the
final section seels to enrich our understandig of the concep by con
siderirg Marxian insights Many Marxian interpretatios of hegemow
turn ou to bea an uncanly resemblane to Realis ideas usirg dif-
ferent langua@ to make similar points Antonio Gramsci conceptio
of ideologicd hegemonyhowever does provide an insightfu supple
mert to purely materiali$ argumentswhethe Realis or Marxist

EVALUATING THE THEORY OF HEGEMONIC STABILITY

The theol of hegemort stability, as applied to the world politica
economy defines hegemow as preponderareof materid resources
Fou seb of resource are especialf important Hegemori powes
mug hawe contrd ove raw materials contrd ove sourcs of capital
contrd ove markets ard competitive advantage in the productia
of highly valued goods

Theimportane of controlling sourcs of raw materias has provided
atraditiond justification for territorid expansia ard imperialism as
well as for the extension of informd influence We will see in chapte
9 how shifts in the locus of contrd ove oil affectal the powe of
states and the evolution of internation& regimes Guaranteé acces
to capital thoudh less obvious as a sour@ of power may be equaly
important Countries with well-functionirng capitd markes can bor
row cheapy ard may be able to provide credt to friends or even dery
it to adversariesHolland derived politicd ard economé powe from
the quality of its capitd markes in the seventeeifit century Britain
did 0 in the eighteerth ard nineteertt centuries ard the United States
has similarly benefitel during the lag fifty yeas (De Cecco 1975
Feis 193Q Ford 1962 Kindleberger 1978¢ Lindert, 1969 Wall-
erstein 1980)
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Potentid powa may alo be derived from the size of ones marke
for imports The thred to cut off a particula states acces to ones
own market while allowing othe countries continuel accessis a
"potert ard historically relevan weapm of economt '‘powet "
(McKeown, 1983ap. 78). Converselythe offer to open up ones own
huge marke to othe exportersin retum for concessiomor deference
can be an effective mears of influence The bigge ones own market
ard the greate the governmens discretio in openirg it up or closirg
it off, the greate ones potentia econome power

The final dimensio of economt preponderaneis competitive su
periority in the productio of goods Immanué Wallersten has definad
hegemog in economg terms as "a situation wheren the producs of
agiven core stat are producel s efficiently that they are by ard large
competitive even in othe core statesarnd therefoe the given core stae
will be the primaly beneficiay of a maximally free world market
(1980 p. 38). As a definition of economi preponderarethis is in-
terestig but poorly worked out, sine undea conditiors of overal
balane of paymens equilibrium ead unit—even the poores and leag
developed-will hawe sone comparatie advantageThe fact tha in
1960 the United States had a trade deficit in textiles and apparé and
in bast manufacturd good (establishd producs not, on the whole
involving the use of complex or new technology did nat indicae tha
it had logt predominaheconomé statws (Krasner 1978k pp. 68-69)
Indeed ore shoull expet the economicalf preponderanstat to
impornt producs tha are labor-intensie or tha are produce with
well-known productian techniques Competitive advantag does nat
mean tha the leadirg econony expors everything but tha it producs
and expors the mog profitable producs ard thos tha will provide
the bass for producirg even more advancd good ard service in the
future. In general this ability will be base on the technologich su
periority of the leadirg country, althoud it may alo red on its po-
litical contrd ove valuabk resourceyielding significart rents

To be considerd hegemort in the world political economy there
fore, a county mud hawe acces to crucid rav materials contrd
major source of capital maintan a large markd for imports and
hold comparatie advantagein good with high value addedyielding

1 The classt statemen of this point is by Hirschman (1945/1980) Far a recen
discussio of the same isste with referene to textiles see Aggarwal 1983 p. 622
Aggarwd notes that a large importe of goods may exercig influence nat merey over
selles but alo ove othe buyers who fear diversion of imports into their markes if
a large marké is closed
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relatively high wages ard profits. It mug al be strongey on thee
dimensiors taken as awhole than ary othe country The theok of
hegemort stability predics tha the more ore sud powe dominats
the world politicd economy the more cooperatie will interstaé re-
lations be This is a parsimonios theok tha relies on wha was
referred to in chapte 2 as a "bast force model; in which outcome
refled the tangibke capabilities of actors

Yet, like mary sud bast force models this crude theoy of heg
emonc stability makes imperfed predictions In the twentieh centuy
it correctly anticipats the relative cooperativenesof the twenty yeas
after World War 11. It is a lead partialy mistaken however abou
trends of cooperatia when hegemow erodesBetweea 190 ard 1913
a declire in British powe coincidel with a decreas rathe than an
increag in conflict ove commerciissues. As we will se in chapte
9, recet changs in internation& regimes can only partialy be at
tributed to a declire in American powetr How to interpre the prewv
alene of discod in the interwa yeas is difficult, sine it is na clea
whethe ary countly was hegemort in materia terns during thos
two decadesThe United Statesthoudh consideralyl ahed in pro-
ductivity, did nat repla@ Britain as the mog importari financid cente
ard laggel behird in volume of trade Although American domesit
oil productiom was more than sufficiert for domesit need during
the years Britain still controlled the bulk of maja Middle Easten
oil fields. Neverthelesswha preventd American leadershp of a co
operative world politica econony in the®e yeas was les ladk of
econome resource than an absene of politicd willingness to make
ard enfore rules for the system Britain, despit its efforts was too
wed to do 90 effectively (Kindleberger 1973) The crucid facta in
producirg discod lay in American politics, na in the materid factors
to which the theow points

Unlike the cruce bast force mode] a refined version of hegemord
stability theoly does nat asseran automatt link betwea powe ard
leadership Hegemow is definal as a situation in which "ore stae is
powerfu enoudy to maintan the essentiarules governirg interstag

2 Se Krasher 1976 Krasners analyss focuse on liberalism or opennessas the
dependenvariabk rathe than on orde or cooperation Cooperatia ard liberaliam
are conceptuajl distinct ard as we will see in chapte 9, in recen yeas they can alo
be distinguishe empirically. In Krasners highly aggregate analyss of the lag 190
years however the distinction does nat male a significart difference sine open systens
hawe on the whole al® been more predictabt ard less characterize by conflict—hene
more orderly—than the protectionis ones
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relations and willing to do sd' (Keohare ard Nye, 1977 p. 44). This
interpretive framewok retairs an emphas on powe but looks more
seriousy than the crude powe theoly a the internd characteristis
of the strorg state It does nat assume tha strengh automaticaly
creates incentives to projed ones powea abroad Domestt attitudes,
political structuresand decision making processgare al important

This argumens reliane@ on stak decisiors as wel as powea capa
bilities puts it into the categoy of wha March calls "force activation
models: Decisiors to exercie leaderstp are necessarto "activate
the posital relationshp betwe@ powe capabilities ard outcomes
Foree activation modek are essentiall pos hoc rathe than a priori,
sine ore can always "savé sud atheoy after the fadt by thinking
of reasos why an acta would nat hawe wantel to use al of its
availabk potentid power In effect this modification of the theoy
declars tha states with preponderanresource will be hegemori
excep when they decice nat to commti the necessar effort to the
tasks of leadershipyet it does nat tell us what will determire the latter
decision As a caush theow this is na very helpful, sinee whethe a
given configuration of powe will lea the potentid hegema to main
tain a sd of rules remairs indeterminat unles we know a gred ded
abou its domest politics?

Only the crude theoly generate predictions When | refer without
qualification to the theol of hegemori stability, therefore | will be
referring to this bast force model We hawe se@ tha the mog striking
contentim of this theory—tha hegemow is both a necessgrard a
sufficient condition for cooperation—s na strongly supportd by the
experiene of this century Taking alonge periad of abou 19 years
the recod remairs ambiguou$. Internationheconom relatiors were
relatively cooperatie both in the era of British hegemow during the
mid-to-lae nineteertt centuy ard in the two decade of American
dominane after World War 1. But only in the secoul of the® periods
was thele a trerd towad the predicta& disruption of establishd rules
and increasd discord And a close examinatio of the British ex
periene cass douli on the causa role of British hegemow in pro-
ducing cooperatia in the nineteertt century

Both Britain in the nineteertt centuy ard the United State in the

% It shoutl al be evident in view of our discussia in chapte 2, tha the refined
versia of hegemort stability theow is nat systemi¢ sine it depend for its explanatoy
powe on variatiors in the internd characteristis of actors

* See footnok 2 above
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Table3.1. Material Resourcesf Britain andthe United Statesas
Hegemons:Proportionsof World Tradeand Relative Labor Productivity

Proportion Relative
of World Labor
Trade Productivity*

Britain, 1870 24.0 1.63
Britain, 1890 18.5 1.45
Britain, 1913 14.1 1.15
Brirtain,1938 14.0 .92
United States, 1950 18.4 22'7278
United States, 1960 15.3 o
United States, 1970 14.4 L e
United States,1977 13.4 :

* As compare with the averag raie of productiviy in the othe membes of the
world economy
SOURCE Lake 1983 table 1 (p. 525 ard tabke 3 (p. 541)

twentieh met the materia prerequisite for hegemonw bette than ary
othe states sine the Industrid Revolution In 188 Britain was the
financid cente of the world, and it controlled extensie raw materials
both in its formd empire and throudh investmend in are& nat pat
of the Imperid domain It had the highe$ pe capit incone in the
world and approximatgl doubk the shae of world trace ard in-
vestmenm of its nearescompetitor France Only in the aggregat size
of its econony had it alread fallen behird the United States (Krasner
1976 p. 333) Britain's shae of world trade gradualy declinal during
the next sixty years but in 193 it was still the world's larges trader
with 14 percen of the world total In the nineteentt centuy Britain's
relative laba productivity was the highes in the world, althoud it
declinal rathe precipitousy thereafter As table 31 shows Britain in
the late nineteerth centuy ard the United States after World War 1l
were roughly comparal# in their proportiors of world trade althoudh
until 190 or s the United States had maintainel much highe levek
of relative productivity than Britain had dore three-quartey of a cen
tury earlier

Yet, despiteBritain's materia strength it did na always enfore its
preferral rules Britain certainly did maintan freedam of the seas But
it did nat induce majar continenté powers after the 1870s to retan
liberd trade policies A recen investigatiom of the subjet¢ has con
cluded tha British efforts to make ard enfore rules were less extensie
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and less successfuthan hegemorg stability theoy would lead us to
beliewve they were (McKeown 1983a especialf p. 88)°

Attempts by the United States after World War |l to make ard
enforee rules for the world political econony were much more effective
than Britain's had eve been America after 1946 did nat merey rep
licate earlig British experience on the contrary the difference be
tween Britain's "hegemony in the nineteertt centuy ard Americas
after World War 1l were profound As we hawe seen Britain had neve
bee as superio in productivity to the red of the world as the United
States was after 1945 Nor was the United States eve as dependen
on foreign trade ard investmen as Britain. Equally important Amer
ica’s economt partners—ovewhom its hegemoy was exercised sine
America$ ability to make the rules hardly extendd to the socialis
camp—wee al its military allies but Britain's chid tradirg partnes
had bea its maja military ard politicd rivals. In addition ore reaso
for Britain's relative ineffectivenes in maintainirg afree trace regime
is tha it had neve mack extensie us of the principle of reciprociy
in trace (McKeown 1983a) It thus had sacrificel potentid leverag
ove othe countries tha preferrel to retan ther own restrictiors
while Britain practicel free trade The policies of the® statess might
well hawe been alteral had they been confrontel with a choie betwea
a closal British marke for ther expors on the ore hard and mutud
lowering of barriess on the other Finally, Britain had an empire to
which it coul retreat by selling less advancd good to its colonies
rathe than competirg in more open markes (De Cecco 1975 Hobs
bawm 1968 Kindleberger 1978h Lewis 1978) American hegem
ony, rathe than beirg ore more instane of a generd phenomenon
was essentiajl unique in the scoge ard efficagy of the instrumens at
the disposh of a hegemorg stak and in the degre of succes attained

Tha the theol of hegemorg stability is supporte by only ore or
a mog two cass cass doult on its genera validity. Even majar
proponens of the theoly refrain from making sudh claims In an article
publishel in 1981 Kindleberge seemd to entertamn the possibility
tha two or more countris might "take on the tak of providing
leaderslp together thus addirg to legitimacy sharirg the burdens

® The questim of whethe Britain was always consistehin its espousiof liberalisn
is analytically a separat isste from tha of its ability to make ard enfore rules sine
liberalism shoutl nat be equatd with cooperationFar the nineteertt century however
as footnot 2 indicates the orde tha Britain sough was a liberd one Far discussion
of cass outsice of Europe in which the rise of British hegemog may hawe led to
restrictiors on trade see Laitin, 1982 ard Lawson 1983
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and reducirg the dange tha leaderstp is regarde cynicaly as a
clo& for dominatian ard exploitatiori (p. 252) In Warand Change
in World Politics (1981) Gilpin promulgatd wha appeard to be a
highly deterministt conceptio of hegemort cycles "the conclusio
of orne hegemort war is the beginnirg of anothe cycle of growth
expansionard eventuhdecling (p. 210) Yet he denial tha his view
was deterministic ard he assertd tha "states can lean to be more
enlightend in ther definitions of ther interess and can lean to be
more cooperatie in ther behaviot (p. 227) Despit the erosim of
hegemony "there are reasos for believirg tha the presehdisequi
librium in the internation& systen can be resolva withou resot to
hegemorg war* (p. 234)

The empirica evidene for the generavalidity of hegemort stability
theow is weak and even its chig adhererg have doubs abou it. In
addition the logicd underpinning of the theoy are suspectKindle-
bergers strorg claim for the necessit of a singe leade restel on the
theoly of collective goods He arguel tha "the dange we face is nat
too much powe in the internationh economy but too little, nat an
exces of domination but a superfluiyy of would-be free riders un-
willing to mind the store and waiting for a storekeepeto appeart
(1981, p. 253) As we will s in more detal in late chapterssone
of the "good$ producel by hegemord leadershy are na genuiney
collective in character althoudn the implicatiors of this fact are na
necessanl as damagig to the theoy as might be imaginel at first.
More criticd is the fad tha in internationh economi systens a few
actos typically contrd a preponderareof resourcesThis poirt is
especial} telling, since the theow of collective goods does na propery
imply that cooperatio amorg a few countries shoutl be impossible
Indeed ore of the origind purposs of Olsons us of the theoy was
to shav tha in systens with only a few participans the® actos "can
provide themselve with collective good withou relying on ary pos
itive inducemerg apat from the godl itself' (Olson 1965 p. 33
quoted in McKeown 1983ap. 79). Logically, hegemow shoutl nat
be a necessar conditin for the emergene of cooperatia in an oli-
gopolistc system

The theoly of hegemort stability is thus suggestie but by no mears
definitive. Concentrate powe alore is na sufficiert to creae a stabe
internationa economt orde in which cooperatia flourishes and the
argumen tha hegemow is necessar for cooperatia is both thee
retically ard empirically weak If hegemon is redefinel as the ability
and willingness of a singk stae to make ard enfore rules further
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more the claim tha hegemow is sufficiert for cooperatia becoms
virtually tautological

The crucdke theoly of hegemorg stability establishe a useful if some
what simplistig starting-poin for an analyss of changs in interna
tiond cooperatia ard discord Its refined versio raises a loose but
suggestie sd of interpretive questios for the analyss of sorre eras
in the histoly of the internation&politicd economy Sud an interpre
tive framewok does nat constitue an explanatoy systemé theory
but it can hebp us think of hegemow in anothe way—les as aconcep
that helps to explan outcoms in terms of powe than as a way of
describiry an internation& systen in which leaderstp is exercisé by
a singke state Rathe than beirg a componeh of a scientifc gener
alization—tha powe is a necessar or sufficient condition for co
operation—tle concep of hegemony definal in terns of willingness
as well as ability to lead helps us think abod the incentives facing
the potentid hegemon Unde wha conditions domesit ard inter
national will sud a country decic to inveg in the constructio of
rules and institution®

Concen for the incentives facing the hegema shoutl alo alett us
to the frequenty neglectd incentives facing othe countries in the
system Wha calculs do they confrort in considerig whethe to
challeng or defe to a would-be leade® Thinking abou the calcu
lations of secondar powes raises the questim of deferenceTheories
of hegemog shoutl se& na only to analyz dominarn powers de
cisiors to enga@ in rule-makirg ard rule-enforcementbut al to
explore why secondar state defe to the leadershp of the hegemon
That is, theyneal to accoun for the legitimag/ of hegemorg regimes
ard for the coexistene of cooperationas definad in the nex chaptey
with hegemonyWe will see later in this chapte that Gramscs notion
of "ideologicd hegemony provides sone valuabk clues helpirg us
understad how cooperatio ard hegemon fit together

MILITARY POWER AND HEGEMONY
IN THE WORLD POLITICAL ECONOMY

Before taking up the® themes we neal to clarify the relationshp
betwea this analyss of Hegemog in the world politica econony ard
the questia of military power A hegemoni stae mug possesenoud
military powe to be able to proted the internationépolitical econony
tha it dominats from incursiors by hostike adversariesThis is es
sentid becaus economt issues if they are crucid enoudp to basc
nationd values may becone military-securiy issus as well. For in-
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stanceJapa attacke the United States in 1941 partly in respons to
the freezirg of Japanesasset in the United Stateswhich deniel Japa
"acces to all the vitally needd supplies outsice her own control in
particula he mog crucid need oil" (Schroeder1958 p. 53). During
and after World War 11 the United States usal its military powe to
assue itsef acces to the petroleum of the Middle East and a the
erd of 197 Secretay of Stat Henry A. Kissinge warnal tha the
United States might resot to military actim if oil-exporting countries
threatend "sone actua strangulatio of the industrializel world"
(Brown, 1983 p. 428)

Yet the hegemorg powe neal na be militarily dominan world-
wide. Neithe British nor American powe eve extende o far. Britain
was challengd militarily during the nineteertt centuy by France
Germany ard especialf Russia even a the heiglt of its powe after
World War 1l the United States confrontel a recalcitran Sovid ad
versay ard fought a war again$ China The military conditiors for
economé hegemowy are me if the economicaly preponderaincountsy
has sufficiert military capabilities to prever incursiors by othes tha
would dery it acces to majar ares of its economt activity.

The source of hegemow therefoe include sufficient military power
to dete or rebuf attemps to captue and cloe off important are@
of the world politicd economy But in the contemporar world, a
ary rate it is difficult for a hegema to use military powe directly
to attah its economé policy objectives with its military partnes ard
allies Allies cannad be threatend with force without beginnirg to
questio the alliance nor are threat to ceag defendilg them unles
they confom to the hegemors economé rules very credibe excep
in extraordinay circumstancesMany of the relationshig within the
hegemornt internation& political econony dominatel by the United
States after World War Il approximatd more closel the ided type
of "complex interdependence"—wit multiple issues multiple chan
nek of contat amory societies and inefficagy of military force for
mod policy objectives—tha the converg ided type of Realig theoy
(Keohare and Nye, 1977 ch 2).

This does na mean tha military force has becone useless|t has
certainly playeal an indired role even in U.S. relatiors with its closes
allies sine Germary ard Japa could hardly ignore the fact tha
American military powe shieldel them from Sovid pressure It has
played a more ovet role in the Middle East where American military
powe has occasionall bea directly employel ard has always cad a
shadeov and where U.S military aid has been conspicuousYet changs
in relatiors of military powe hawe na been the maja factors affectirg
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patterrs of cooperatio ard discod amorg the advancd industrializel
countries sinee the erd of World War Il. Only in the ca® of Middle
Easten oil haw they beea highly significant as forces contributirg to
changs in internation& economt regimes ard even in tha ca® (I
argle in chapte 9) shifts in economt interdependencgeard therefoe
in economt power were more important Throughot the pericd
betwea 194 ard 198 the United States remaine a far stronge
military powe than ary dof its allies ard the only county capabé of
defendirg them from the Sovid Union or of intervenirg effectively
agains seriows opposition in aread sud as the Middle East In ex
ploring the relationshp betwe@ hegemowg ard orde in this chapter
as in examinirg hegemorg cooperatio in chapte 8 ard the declire
of hegemort regimes in chapte 9, | concentrag principally on eco
nomic source of power ard on shifts in economé powe as expla
natiors for change By abstractig from military issueswe can focus
more clearly on the economg origins of change

Sone reades may wish to criticize this accoun by arguirg tha
military powe has been more importan than claimel here By con
siderirg military powe only as a backgroud condition for postwa
American hegemoy rathe than as avariable | invite sud a debate
Any sud critique, however shouldkee in mind wha | am trying to
explan in this chapte ard in Pat Ill: nat the source of hegemow
(in domestt institutions bast resourcesard technologichadvance
arny more than in military power) but rathe the effect of changs in
hegemogy on cooperatio amory the advancd industrializel coun
tries | sed to accoum for the impad of American dominane on the
creation of internationdeconomt regimes ard the effect of an erosiom
of tha preponderanpositiin on thos regimes Only if theseprob
lems—na othea questios tha might be interesting—coud be under
stod better by exploring more deepy the impad of changs in re-
lations of military powe would this hypotheticacritique be damagirg
to my argument

MARXIAN NOTIONS OF HEGEMONY

For Marxists the fundamenth forces affecting the world politicd
econony are thog of clas strugge and uneven developmentinter
nationa history is dynamc and dialectica rathe then cyclical The
maneuves of stats refled the stags of capitalis developmet and
the contradictios of tha developmentFa a Marxist, it is futile to
discus hegemonyor the operatio of internationainstitutions with-
out understandig tha they operatein the contemporar world sys
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tem within a capitali¢ contex shape by the evolutionay patterrs
and functiond requiremerg of capitalism Determiniss may cal the®
requiremerd laws Historiciss may seethe patterrs as providing sone
clues into a rathe open-ende proces tha is nevertheles affectel
profoundly by wha has gore before peopk makirg ther own history;
but nat just as they please

Any genuiney Marxian theoly of world politics begirs with an
analyss of capitalism Accordirg to Marxist doctring no smooh ard
progressie developmenof productive forces within the confines of
capitalig relatiors of production can persis$ for long Contradictios
are bourd to appear It is likely tha they will take the form of tend
encies towad stagnatio ard declire in the raie of profit (Cohen
1978 Fine ard Harris 1979 Mande| 1974) but they may al be
reflectal in crises of legitimag for the capitalis state even in the
absene of economt crisis (Habermags 1973/1976) Any “crisis of
hegemony will necessani be a the sane time—ard more funda
mentally—a crisis of capitalisn (Arrighi, 1982 Campe ard Mac
Ewan 1982 Sweey and Magdoff, 1972)

For Marxists theories of hegemow are necessaml partial sine
they do nat explan change in the contradictios facing capitalism
NeverthelessMarxists hawe often usel the concep of hegemonyim-
plicitly defined simply as dominanceas away of analyzirg the surfa@
manifestatios of world politics unde capitalism Fo Marxists as well
as mercantilistswealt ard powe are complementaryeat depend
on the other As David Sylven (198 has pointed out, the analyse
of the Marxig Fred Block and the Realid Robet Gilpin are quite
similar. both emphasie the role of U.S hegemonw in creatirg orde
after the Secod World War and the disturbirg effect of the erosim
of American powet

Immanué Wallersteirgs work al illustrates this point He is at
pairs to stres tha moden world history shoutl be se@ as the history
of capitalisn as a world system Apart from "relatively minar acct
dent$ resultirg from geography peculiarities of history, or luck, "it
is the operatios of the world-marke forces which accentua the
differences institutionaliz2 them ard make then impossibé to sur
mourt ove the long run' (1979 p. 21). Neverthelesswhen consid
ering particula epochsWallersten emphasizehegemowy ard therole
of military force Dutch economi hegemow in the seventeeltcentuy
was destroyd na by the operatim of the world-marketsysten or
contradictiors of capitalism but by the force of British ard Frend
arms (Wallerstein 198Q pp. 38-39)

The Marxian adoption of mercantili$ categoris raises analytica
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ambiguities having to do with the relationshp betwea capitalisn ard
the state Marxists who adof this approachhawe difficulty maintain
ing a clas focus sine ther unit of analyss shifts to the country,
rathe than the class for purposs of explainirg internationé events
This is a problem for both Block ard Wallerstein as it often appeas
tha ther embrae of state-centerkanalyss has relegate the concep
of clas to the shadow backgroud of politicd econony (Brenner
1977 Skocpol 1977 Sylvan 1981) The puzzk of the relationshp
betwea the stat ard capitalisn is als reflectal in the old debag
betwea Lenin ard Kautsky abou "ultra-imperialismi (Lenin, 1917
1939 pp. 93-94) Lenin claimed tha contradictios amory the cap
italist powes were fundamenthard could na be resolved agains
Kautskys view tha capitalisn could go throuch a phag in which
capitalig states coudd maintan unity for aconsiderald periad of time.

The successfuoperatiom of American hegemow for ove a quarter
centuy after the erd of World War 1l suppors Kautskys forecas that
ultra-imperialisn could be stabk ard contradics Lenin's thess tha
capitalisn mack inter-imperiali$ war inevitable® It does not, however
resole the isste of whethe ultra-imperialisn could be maintainel in
the absene of hegemony An analyss of the contemporay situatian
in Marxian terminologywould hold tha ore form of ultra-impert
alism—Americaa hegemony—s now breakirg down leadirg to in-
creasd disorder and tha the issie a presehis "whethe all this will
ultimately resut in a new capitalis world ordet in a revolutionay
reconstitution of world society or in the comma ruin of the con
tendirg classe ard nation$ (Arrighi, 1982 p. 108) The isste from
a Marxian standpoih is whethe ultra-imperialisn could be revived
by new efforts a inter-capitali$ collaboratimm or, on the contrary
whethe fundamenthcontradictios in capitalisn or in the coexistene
of capitalisn with the stake systen prevern ary sud recovery

The key questia of this book—hav internation& cooperatia can
be maintainel amory the advancd capitalig state in the absene of
American hegemony—poseessentiail the sane problem The view
taken hek is similar to tha of Kautsky ard his followers althoudn
the terminology is different My contentim is tha the comma in-
teress of the leadirg capitalig statesbolsterel by the effect of existirg
internation& regimes (mostly createl during a periad of American
hegemony)are strorg enoudn to make sustaind cooperatia possible
thouch na inevitable One neal na go < far as Murray (1979 ard

® Far adifferert interpretatio of this debate see Mandé (1974) pp. 332-42
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Hymer (1972 in projectirg the "internationalizatio of capital to
understad the strorg interess tha capitaliss hawe in maintainirg
some cooperatia in the midg of rivalry. Uneven developmehin the
context of a stak systen maintairs rivalry ard ensurs tha cooper
ation will be incompleeé ard fragile (Chase-Dunn1981) but it does
not imply tha the strugge mud becone violert or tha compromise
that beneft all sides are impossible

Despit the similarities betwe@ my concers ard thos of mary
Marxists | do nat adop ther categoris in this study Marxian ex
plicatiors of the "laws of capitalisni are na sufficiently wel estab
lished that they can berelied upan for inference abodu relatiors amorg
states in the world politicd econony or for the analyss of future
internation& cooperation Insofa as there are fundamenth contra
dictions in capitalism they will sure}y hawe gred impad on future
internation& cooperation but the existene ard natue of thee con
tradictiors seen too murky to justify incorporatig them into my
analyticd framework’

As this discussia indicates Marxian insighs into internationé he
gemory derive in pait from combinirg Realis conceptios of hegem
ony as dominane with argumend abou the contradictios of capk
talism But this is nat the only Marxian contributian to the debate
In the though of Antonio Gramsc ard his followers hegemow is
distinguishe from shee dominanceAs Robet W. Cax has expresse
it:

Antonio Gramsct useal the concep of hegemowy to expres a
unity betwe@ objective materid forces and ethico-politich ideas—
in Marxian terms a unity of structue and superstructure—i
which powe base on dominane ove productio is rationalizel
throuch an ideolog incorporatig compromig or consenssibe
tween dominan and subordinat grougs (1977 p. 387) A heg
emonid structue of world orde is ore in which powe takes a
primarily consensuaform, as distinguishe from a non-heg
emont orde in which there are manifesty rival powes ard no

" An exampé of the boldnes of much of this Marxist literature but alo of its
ambiguities and ladk of empiricd support is providel by the theow of "long waves,
or "Kondratief waves, which has bean adoptel by Mandé (1974 and has al been
taken up by non-Marxiss sud as Walt W. Rostav (1975) An excellen review essg
on this literature which comes to the conclusim tha attemps to identify or explan
long waves hawe "come to a deal end,’ can be found in Eklund (1980)
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powe has bea able to establid the legitimag of its dominane
(1981, p. 153 n. 27).

The value of this conceptio of hegemon is tha it helps us un
derstad the willingness of the partnes of a hegema to defe to
hegemonih leadership Hegemos requie deferene to enabé them
to construt a structue of world capitalig order It is too expensive
and perhap self-defeatingto achiee this by force after all, the key
distinction betwe@& hegemog ard imperialisn is tha a hegemon
unlike an empire does nat dominae societis through a cumbersora
political superstructurebut rathe supervise the relationshig be
tween politically independensocieties through a combinatia of hier
archies of contrd ard the operatim of markes (Wallerstein 1974
pp. 15-17) Hegemow restk on the subjectiv awarenes by elites in
seconday state tha they are benefiting as well as on the willingness
of the hegema itsef to sacrifiee tangibk short-tem benefis for in-
tangible long-tem gains

Valuabk as the conceptio of ideologicd hegemon is in helping
us understad deferenceit shout be usal with sore caution First,
we shoutl nat assume tha leades of secondar states are necessary
the victims of "false consciousne$swhen they accep the hegemori
ideology, or that they constitue a small parasitich elite tha betray
the interess of the nation to its own selfish ends It is usefu to remird
ourselves as Robet Gilpin has tha during both the Pax Britannica
and the Pax Americanacountries othe than the hegema prospered
and tha indeal mary of them grew faste than the hegema itsef
(1975 p. 85 1981 pp. 175-85) Unde sorre conditions—no nec
essary all—it may be na only in the self-interes of periphera elites
but conduci to the economé growth of their countries for them to
defe to the hegemod.

We may al be permitted to doult tha ideologicd hegemow is as
endurirg internationaly as it is domestically The powerfu ideology
of nationalisn is na availabk for the hegemon outsice of its own

® This is nat to say that hegemog in genera benefis smal or weg countries Thele
certainy is no assuranetha this will be the case Hegemos may preven middle-sizel
states from exploiting smal ones arnd may constru¢ a structue of orde conducie to
world economt growth but they may als explot smalle states economicalf or distott
their patters of autonomos developmet throudh economi¢ political, or military
intervention The isste of whethe hegemow helps poa countries canna be answerd
unconditionally becaus too mary othe factos intervene Until a more comple ard
sophisticatd theol of the relationshig amorg hegemony othe factors ard welfare
is developedit remairs an empirically open question
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country, but rathe for its enemiesOpponerd of hegemong can often
make nationalisn the weapm of the we&k arnd may al sed to invert
cosmopolita ideologies tha delegitimiz hegemonysud as the cur
rert ideolog of aNew InternationbEconome Order, instea of going
alorng with legitimatirg ones Thus the potentid for challengs to
hegemort ideology always exists

CONCLUSIONS

Claims for the generé validity of the theoly of hegemorg stability
are often exaggeratedThe dominane of a singe gred powa may
contribuk to orde in world politics, in particula circumstancesbut
it is na a sufficiert conditian ard thee is littl e reasa to believe tha
it is necessaryBut Reali¢ ard Marxian argumerd abou hegemowm
both generat some importart insights which will be incorporate
into the interpretation in Pat Il of the operatim and declire of
hegemort cooperation

Hegemopw is relatel in complex ways to cooperatio ard to insti-
tutions sud as internationaregimes Successfuhegemort leadersip
itsef depend on a certan form of asymmetrich cooperation The
hegema plays adistinctive role, providing its partnes with leadersip
in retum for deferencgbut, unlike an imperid power it cannd make
and enfore rules without a certan degre of consenh from othe
sovereiq states As the interwa experiene illustrates materid pre
dominane alore does na guarante eithe stability or effective lead
ership Indeed the hegemao may haw to inved resourcs in institu-
tions in orde to ensue tha its preferrel rules will guide the behavia
of othe countries

Cooperatio may be fostera by hegemonyard hegemon requie
cooperatio to make ard enfore rules Hegemowg ard cooperatio
are nat alternativeson the contrary they are often found in symbiotc
relationshi with one another To analyz the relationshig betwea
hegemow and cooperationwe neal a conceptio of cooperatia tha
is somewhatart rathe than syrupy-sweetlt mug take into accoun
the facts tha coercim is always possibé in world politics ard tha
conflicts of intere$ neve vanih even when there are importart sharel
interests Aswe will seein more detal in the nex chaptey cooperatia
shoutl be definad na as the absene of conflict—which is always a
leag a potentialy importart elemen of internation& relations—bti
as a proces tha involves the use of discod to stimulae mutud ad
justment
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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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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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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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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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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

53



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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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
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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
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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

82



RATIONAL-CHOICE EXPLANATIONS

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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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
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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

99



COOPERATICN IN THEORY

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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Chaptes 5 ard 6 developd an abstrat argumen abou the functiors
of internation&regimes on the assumptia tha governmerg behae
as rationd egoists This chapte will relax both componerg of this
assumption In the first two sectios | will view governmentsas
incapabé of meetirg the stringen requiremerd of the classichtheory
of rationality and will inquire abou the implicatiors of this argumein
for a functiond theowy of internation& regimes | will then broade
my conceptio of self-interestowaid a less egoistich formulation in
orde to see how cooperatia in world politics may be affectal if
actoss take into accoun others welfare as patt of ther own seng of
well-being In the final sectim | will compae the value of sud
explanationsbasel on the assumptia of empathywith egoistt ones
sud as those usal in chaptes 5 and 6.

| first focus on problens of "bounda rationality.” As mentione
a the cloe of chapte 6, classica rationality is an idealization It
makes more seng to view individuals—ail especialf governments-
as constraind in ther abilities to make calculations It is costly for
them to gathe information and to make decisions Unde sud con
ditions the rules ard principles of internation& regimes becone even
more usefu than they would be to a decisionmakewho could make
calculatiors costlessly decisionmakig coss can be sava by aute
matically obeyirg reginme rules rathe than calculatirg the coss ard
benefis of complyirg in eat individud case

Up to this point | will haw assumd tha the preference of a
given decisionmakereman constant eat acta worries abou change
in other$ preference but not abou changs in its own. But rules and
institutions can be useal to contrd ones future behavio as wel &
tha of others This fact is particulary relevan for collective actos
sud as governmerd whos leaderstp change from time to time. In
the secon section therefore | relax the assumptia tha eah acto
has stabé preference and asses how leades ard bureaucrat could
sed to use internation& regimes to guad againg changs in their
own governmentsfuture preferences

The third patt of this chapte goes one step further by reassessm
what | mean by egoism | do nat switch to an assumptia of pure
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altruism but | do entertan the possibiliy tha governmerg will
define ther self-interesin sud away as to make ther own well-beirg
dependenon the welfare of others Unde the® conditions interna
tiond regimes will be easie to construct To exploe the strengtls
ard limitations of empatly as an explanatoy facta in world politics,
| then conside whethe two phenomea tha appea relatively self
less—moralist pronouncemest and apparentl unbalancd ex
changes—aabe better explaing on egoistt or empatheti premises

BOUNDED RATIONALITY AND REGIMES

The perfecty rationd decisionmake of chaptes 5 ard 6 may face
uncertainy as aresut of the behavia of others or the forces of nature
but ske is assumd to make he own calculatiors costlessly Yet this
individual, familiar in textbooks is na made of human flesh ard
blood Even the shrewdes speculato or the mog brilliant scienti$
faces limitations on he capaciy for calculation To imagire tha all
availabk information will be usel by a decisionmakeis to exaggerat
the intelligene@ of the human species

Decisionmakes are in practie subjet to limitations on ther own
cognitive abilities quite apat from the uncertaintis inheren in ther
environments Herbet Siman has mace this point with his usua lu-
cidity (1982 p. 162)

Particulary importan is the distinctin betwea thos theories
tha locae all the conditiors ard constrains in the environment
outsice the skin of the rationd actor and those theories tha
postulae importar constraing arisirg from the limitations of the
acta himsef as an informatian processar Theories tha incor
porak constraing on the information-processmcapacitis of the
acta may be called theories oboundedrationality.

Actors subjet to boundel rationality cannd@ maximiz in the clas
sicd sensebecaus they are nat capabé of usirg all the informatin

! This chapte does nat discus the implicatiors of relaxirg the assumptio tha the
majar entities in world politics are governmerg (Keohare ard Nye, 1972) but there
is no apparehreasa to beliewe tha sud a shift in premise would male the creatio
or maintenane of internation& regimes less likely. Transnationaorganizatios can
cooperat in pursut of sharel interess and mug take internationa institutiors into
account if anything ther inability to rely eithe on nationalisn to inspire loyalty or
on force to attan ther objectives may make them motre likely to be responsie to regine
injunctions
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tha is potentialy available They cannd compile exhaustie lists of

alternative course of action ascertainig the value of ead alternative
and accuratef judging the probabiliy of ead possibé outcone (S
mon 1955/1979ap. 10) It is crucid to emphasie tha the soure of

their difficulties in calculation lies nat merey in the complexiy of the
extern& world, but in ther own cognitive limitations In this respect
behaviord theories of boundel rationaliy are quite differert from
recen neoclassidatheories sud as the theories of marke failure
discussd in chaptes 5 ard 6, which retan the assumptia of perfed
maximization

[In new neoclassidatheorie$ limits ard coss of information are
introduced na as psychologich characteristis of the decisiom
maker but as pat of his technologichenvironment Hence the
new theories do nothing to alleviak the computationecomplex
ities facing the decision maker—a nat se2 him copirg with them
by heroc approximation simplifying ard satisficing but simply
magnify and multiply them Now he need to compue nat merey
the shaps of his suppy ard demaml curves but in addition the
cosk ard benefis of computirg those shaps to greate accuray
as well. Hence to sone extent the impressio tha theg new
theories ded with the hitherp ignored phenomea of uncertainy
ard information transmissia is illusory (Simon 19794 p. 504)

In Simons own theory peopk "satisficé rathe than maximize
Tha is, they economie on information by searchig only unti they
find a coure of actin tha falls abow a satisfactoy level—ther "as
piration level" Aspiratin levek are adjuste from time to time in
respone to new information abou the environmen (Simon 1972 p.
168) In view of peoples knowledge of their own cognitive limitations
this is often a sensibé strategy it is by no mears irrationd and may
well be the bes way to make mog decisions

In ordinay life, we satisfie all the time. We economie on infor-
mation by developiry habits by devisirg operatimg rules to simplify
calculation in situatiors tha repeathemselvesard by adoptirg gen
erd principles tha we expect in the long run, to yield satisfactoy
results | do nat normally calculaé whethe to brush my teeh in the
morning whethe to hit atenns bal directal a me with my backhad
or my forehand or whethe to tell the truth when askel on the tele
phore whethe Robet Keohare is home On the contrary even apat
from ary mord scruples | might hawe (for instance abou lying), |
assune tha my interess will be furthered better by habitualy brushirg
my teeth applyirg the rule "when in doubt hit it with your forehar
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becaus you hawe a lousy backhand, ard adoptirg the gener& prin-
ciple of telling the truth than by calculatirg the coss and benefis of
everl alternatie in ead case | do nat mean to dery tha | might
occasionall be advantage by pursuirg a new idea a my dek rathe
than brushirg my teeth hitting a particula shd with my backhand
or lying to an obnoxiots salesma on the telephonelf | could costlesst
compue the value of eath alternative it might indeal be preferabé
to make the necessar calculatiors ead time | faced a choice But
sinee this is nat feasible given the coss of processig information it
is in my long-run intere¢ to eschav calculation in the® situations

Simons analyss of boundel rationality beas sone resemblane to
the argumen mace for rule-utilitarianisn in philosophy which em
phasize the value of rules in contributirg to the genera happiness$.
Rule-utilitarianisn was defined by Jom Austin in a dictum "Our
rules would be fashionel on utility; our conduct on our rules (Mackie
1977 p. 136) The rule-utilitarian adops the® rules or "seconday
principles; in Jom Stuat Mill's terms in the belid tha they will
lead in generalto bette resuls than a series of ad hoc decisiors basel
eah time on first principles® A majar reasm for formulating and
following sud rules is the limited calculatirg ability of human beings
In explicatirg his doctrire of utilitarianism Mill therefoe anticipatel
much of Simons argumem abou boundel rationality (1861/1951 p.
30):

Nobody argue tha the art of navigation is na foundel on as
tronomy, becaus sailois canna wait to calculae the Nauticd
Almanack Being rationd creaturesthey go to sea with it ready

2 |n philosophy utilitarianism refers to an ethicd theoy tha purpors to provide
generalizatd principles for mord human action Sine my argumen heee is a positive
one seekimy to explahn the behavie of egoistc actos rathe than to devel@ or criticize
an ethica theory its relationshp to rule-utilitarianisn in philosophy as my colleage
Susa Okin has pointal out to me is only tangential

® Jom Mackie argue tha even act-utilitariars "regulary admi the use of rules of
thumb;' and tha whethe ore follows rules therefoe does nat distinguid act from
rule-utilitarianisn (1977 p. 137) ConverselyJosep Nye has pointad out to me tha
even rule-utilitariars mug depat & sone point from ther rules for consequentialts
reasons The point hee is na to drawv a hard-and-fasdichotony betwea the two
forms of utilitarianism but rathe to point ou the similarities betwe@ Mill's notion
of relying on rules ard Simon$ conceptio of boundel rationality. If al utilitarians
hawe to resot to rules of thumb to sorre extent this only strengthes the poirt | am
making abou the importane of rules in affecting but nat determining the behavio
of governmentsFar a succint discussia of utilitarianiamn in philosophy see Urmsm
(1968)
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calculated ard all rationd creaturs go out upm the se of life
with ther minds made up on the comman questioss of right ard
wrong, as well as on mary of the far more difficult questios of
wise ard foolish. And this, as long as foresigh is ahuman quality,
it is to be presumd they will continte to do

If individuals typically satisfie rathe than maximize all the more
%0 do governmerd ard othe large organizatios (Allison, 1971 Stein
bruner 1974 Snyde ard Diesing 1977) Organizationhk decision
making processehardly med the requiremenrd of classicarationality.
Organizatios hawe multiple goals defined in terns of aspiratio lev-
els they searb until satisfactoy courss of actim are found they
resot to feedbak rathe than systematicajl forecastig future con
ditions ard they use "standad operatig procedurs ard rules of
thumb' to make and implemen decisios (Cyet ard March 1963
p. 113 March ard Simon 1958)

The behaviora theoly of the firm has mack it clea tha satisficirg
does nat constitue aberrah behavia tha shoutl be rectified where
possible on the contrary it is intelligent The leade of a large or-
ganization who demandé that the organizatio mee the criteria of
classicé rationality would hersel be foolish, perhajg irrationally sa
An organizatiom whos leades behave in this way would becone
paralyzel unles ther subordinats found ways to fool them into
believing tha impossibé standard were beirg met This assertio
holds even more for governmerd than for busines firms, sine gow
ernmentsconstituencigare mote varied ther goak more divers (ard
frequenty contradictory) and succes or failure more difficult to meas
ure Assumptios of unboundd rationality, howeve dea they may
be to the hears of classich Realid theoriss (Morgenthay 1948
1966 ard writers on foreign policy, are idealizationsA large comple
governmehwould tie itsef in knots by "keepirg its optiors open),
sine middle-levé bureaucrat would nat know how to behae ard
the top policymakes would be overwhelmed by minor problems The
seart for complee flexibility is as quixotic as looking for the Holy
Gralil or the fountah of youth

If governmers are vieweal as constraind by boundel rationality,
what are the implicatiors for the functiond argument presentd in
chapte 6, abou the value of internationaregime® Recal that unde
rational-choie assumptiongnternation&regimes are valuabk to gow
ernmens becaus they redue transactio coss ard particulary be
cau® they redu@ uncertainy in the externd environment Each gow
ernmen is betteg able with regimes in place to predid tha its
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counterpag will follow predictaby cooperatie policies Accordirg
to this theory governmerg sacrifiee the ability to maximiz ther
myopic self-interes by making calculatiors on ead isste &s it arises
in retum for acquirirg greate certainy abou others behavior

Unde boundel rationality, the inclination of governmerg to join
or suppot internation& regimes will be reinforcel by the fact tha
the alternative to regimes are less attractiwe than they would be if the
assumption of classich rationality were valid. Actors laboring unde
boundel rationality canna calculaé the cost and benefis of eah
alternative cour® of actin on ead issue On the contrary they neel
to simplify ther own decisionmakig processg in orde to function
effectively a all. The rules of thumb they devise will na yield better
ard will general yield worse resuls (apat from decisionmakig
cost3 than classical rationd action—whethethe rules of thunmb
are adoptel unilateraly or as patt of an internationaregime Thus a
compariso betwea the value of a unilatera rule of thumb ard tha
of a regime rule will normally be more favorabk to the regine rule
than a comparisa betwea the value of costless perfectly rationd
calculation ard the regime rule.

When we abanda the assumptia of classich rationality, we see
that it is nat internation& regimes tha dery governmerd the ability
to make classical rationd calculations The obstacé is rathe the
natue of governmerg as large complex organizatios composd of
human beings with limited problem-solvig capabilities The choie
tha governmerg actually face with respetto internation& regimes
is nat whethe to adhee to regimes a the expens of maximizirg
utility throuch continuows calculation but rathe on wha rules of
thumb to rely. Normally, unilatera rules will fit the individud coun
try's situation better than rules devisel multilaterally. Regine rules
however haw the advantag of constrainilg the actiors of others
The questim is whethe the value of the constrains imposel on othes
justifies the coss of acceptilg regime rules in plae of the rules of
thumb tha the county would hawe adopté on its own

Thus if we acceptha governmerg mug adog rules of thumh the
cost of adherimg to internation& regimes appea less sevee than they
would be if classich rationality were a realistc possibility Regime
merely substitué multilaterd rules (presumabl somewha les con
genid pe sg for unilaterd oneswith the advantag tha othe actors
behavio therely become more predictaby cooperativelnternationa
regimes neithe enfore hierarchicarules on governmerg nor substi
tute ther own rules for autonomos calculation instead they provide
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rules of thumb in plae of those tha governmerg would otherwie
adopt

Combinirg this argumet with tha of chapte 6, we can see how
different our conception of internation& regimes is from the self-hep
systen tha is often taken as revealirg the essene of internationa
politics. In a pure self-hep system ead acta calculats its interesg
on ead particula issue preserviig its optiors until tha decisiom has
besn made The rationd respons to anothe actors distres in sud
a systen is to take advantag of it by driving a hard bargain de
mandirg as mud as "the traffic will beal' in retum for ones money
ones oil, or ones military support Many sud bargairs are in fact
strud in world politics, especialf amorg adversariesbut one of the
key feature of internationd regimes is that they limit the ability of
countries in a particularly strorg bargainimg position (howeve tran
sitory) to take advantag of that situation This limitation, as we hawe
stressedis nat the resut of altruiam but of the fad tha joining a
regime changs calculatiors of long-run self-interest To agovernmenh
that values its ability to make future agreementgeputatia is a crucid
resource ard the mog importart aspet of an actors reputatian in
world politics is the belig of othes that it will kee its future com
mitmens even when a particula situation myopically viewed makes
it appea disadvantageauto do sa Thus even classical rationd
governmerg will sometims join regimes ard comply with ther rules
To a governmeh seekirg to economiz on decisionmakig costs the
regime is alo valuabk for providing rules of thumb discardiny it
would require establishig a nev sd of rules to guide ones bureau
cracy The conveniene of rules of thumb combine with the superioriy
of long-run calculatiors of self-interes over myopic ones to reinforae
adherene to rules by egoistc governmentsparticulary when they
labar unde the constraing of bounde rationality.

PROTECTING AGAINST CHANGES IN PREFERENCE

In economics preference or "taste$ are usualy taken as given de
gustibusnon estdisputandun{Stigler ard Becker 1977) Yet asJame
March (1978 has pointed out, rationd choie involves making guessge
abou ones own future preference as well as abou future conse
guencs of preseh actions Individuak seé to affed their own future
preferences—whetiheby Freudia repression by sublimation or
otherwise

Thinking abod individuak seekig to affed ther own future pref
erencs leads the reflective observe to the philosophich problem of
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"weaknes of will" and to sone difficult paradoxs for atheoy basel
on human volition. But for collective entities sud as governments
which chang leadersip more or less frequently it is nat a all par
adoxica tha preseh decisiors would deliberatey be made in part
to limit future choices The autonony of a future administration
particularly ore of a differert persuasionis na necessanl pat of a
presen governmeng utility function Indeed constitutiors are diffi-
cult to amend partly becaus the foundes of republics fear tha vir-
tuous leades will nat always be in powe and therefoe beliewe that
safeguard agains the misguidel actiors of their successarare nec
essary. Asked by a younge& American wha sot of governmehthe
ex-colonies had establishedBenjami Franklin reportedy replied "A
republic—f you can kee it."

In the ordinaly cour®e of government peopé in powe are na
concernd with writing a constitution But in pluralistic competitive
systems ary parly or groy in office can expet to be out of office
fairly soon A maja strategt problam tha ary programmaticail
committed democratt governmeh faces therefore is how to ensue
tha its policies are perpetuate even after it has left office. A commam
techniqee for doing this in domestt politics is to begn large-scad
spendig prograns extendiry for yeas into the future By expandiig
socid programs a socid democrati governmeh may creae public
expectation ard patterrs of saving tha canna be reverse by its
more conservatie successorsby beginnirg long-tem prograns of
weapors acquisition a governmen intert on building up nationa
military powe can make it difficult for its les bellicoe or more
complaceh successarto redue the defeng budget

Since theg exampls al involve domestt policies na requiring any
internation& agreementsthey can be legally reversd by a later gow
ernmen with different preferencesalthoudn it may be difficult or
impossibé in practie to do sa But policies tha are incorporatd in
internationa agreemerst ae much motre difficult for future govern
mens to alter. Governmerg are obliged to continte to abice by the
terms of internationd agreemerst concludel by ther predecesser
unles they choog to run the risk of internationa retaliation

This problem arises in its mod acue form for revolutionay gow
ernments sud as the Sandinish governmet in Nicaragua which
found itsef obliged to accep responsibiliy for the large debs incurred

* This poirt depend on a long-rememberéremak mace by Harvey Mansfield Jr,
in a courg on American politica though at Harvad Universily in 19& or 1963
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by the Somoa regime in orde to kee its lines of credt open But it
is relevan for our subject—internatioraregimes involving advancd
market-econom countries—a well. During the early postwa yeas
in the United Statesfor instanceisolationis sentimenremaineé strong
ard the internationalist in powe had reasa to fea tha they might
be succeed# in office by an administratio seekig to redue U.S
involvemens abroad The internation& regimes createl by American
internationalist were in pat away of tying the hand of sud afuture
isolationig government—bforcing it to be involved in Americas new
entanglememstoverseasThe proposd "Bricker Amendmerit to the
Constitution which would hawe requirel the Senates conseh to a
wide rang of internation& agreemerstin addition to treaties con
stituted an effort by conservative in the 195G to preven the United
States from becomilg 0 entangld in internation& regimes tha even
a conservatie leade would nat be abke to avod supportig them?®

Example of attemps to bind future governmerg will al be found
in owr accoum of postwa internation& econont regimes in Pat lIl.
The efforts by Stae Departmen officials to ensue the importatian of
foreign oil after the war throudh an Anglo-American Petroleun Agree
mert (discussd in chapte 8) al® constitutel an endeavor— this
instance unsuccessful—t limit the ability of a future governmenhto
impoe impoit quota on petroleum GATT providesanothe ca® in
point Ore effed of reachirg multilaterd trade agreemerstis to bind
mutud concessionghus makirg the® tariff-cutting exercise difficult
for future governmert to reverse GATT was na merey a devie by
which governmerg could influence ead others behavior but ore
permitting them to restri¢ ther successordreedan of action Like-
wise the par-valie systen of the Brettcn Woods monetay regime
before 1971 restrictel the inflationaly propensitis of future govern
ments a leas insofa as they would hawe to borrow internationaly
to finance the resultirg currert accoum deficits?

® The Bricker Amendmei failed to be adopted and sore of the result fearad by its
sponsas eventualy carre to pass as Presideh Reagars strorg suppot for the Inter-
nationa Monetay Fund if nat for the United Nations indicates

® The validity of this poirt is apparenit nat limited to issue of politicdl economy
Jereny Store has recenty arguel tha "history shows that arms contrd agreemerstare
needed in cass like [the MX missile] to put weaposs systens to res permanently
From a dove$ perspectiveit is only becaus the campaig againstABM was closel
out in favor of an ABM agreemenwith the Russias tha we do na hawe ABM today
By contrast the B-l bomber beate down unilaterally has risen from the ashs like a
Phoenx precisey becaus we had nat nailed down its oblivion with an arrms contrd
agreemenprecludirg nev manne bombers (1983 p. 3).
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More generally decisiors taken during one periad of time to main
tain an open econony hawe profoundy restrainiig effecs on the ability
of future governmerd to contrd economt transactios with the out
side world. The OECD secretarifihas pointed out that in the typicd
membe country imports constituteabou 20 percemof gros nationa
product As a result a county tha changs its monetay ard fiscd
policies to stimulak demand seekig Keynesia growth will quickly
develp acurren accoun deficit as imports are drawn into the countsy
(OECD, 1983 p. 19). If fiscd policy is looe ard monetay policy
tight, and if internation holdes of capitd hawe confidene in the
county ard its governmen (for ideologicé reasos or otherwise)
sud a policy may leal to a capitd inflow, causimy an appreciatia of
the exchang rate as happend to the United States betwea 198l
and 1983 But & sone point the growing currert accoum deficit is
likely to drive down the exchane rate inducing the governmeheven
tually to tighten policy to avod a curreng crisis

The restraing imposel by an open world econony are likely to be
particularly sevee for socialis governmerg seekimg to pursie stim
ulative policies althoudh they may al affed conservatie govern
ment whos restrictive policies lead to unwantel capitd inflows ard
appreciatio of the exchang rate When expansionar policies are
pursuel by a new socialit governmentsucceedig a conservatie one
tha was formerly in office for sorre time, the adverg effect on the
value dof its curreng are likely to be accentuate by capitd flight ard
low levek of private investment. The Frend sociali$ governmenh of
Francos Mitterard experiencd sud difficulties during 1981-82 In-
ternation& opennes therefoe makes it difficult to undertake change
in policy tha are a odds with the policies of the maja states in the
world politicd economyAsthe OEM putsit, "internation&linkages
red and financial work powerfully to limit the degre of divergene
that is possibé for individud countrie$ (1983 p. 19)

Marxists argle tha the® internation& constraing of liberalism are
profoundl biasel in favor of capitd and agains labor. Ore of the
strengtls of Marxian literature on the internation&politicad econony
is its emphas on the politica bias of internationh economt liber-
alism Marxists hawe se@ tha policies of opennes pursuel by inter
nationali$ governmerg hep to tie the hanag of ther socialis or

" This sentene is carefuly qualified 0 & nat to say tha any governmen calling
itsef socialis faces thee difficulties. Austria ard Sweda hawe both combinel socid
democrag with high rates of investmeh ard relatively high rates of growh during
substantibpars of the postwa era
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nationali$ successordy creatiry internationbheconomt ard politica
patterrs of interdependerewhos disruptian would ental high costs
When internationd liberalism prevails citizers may be reluctan to
vote sociali$ governmerd into office, even if they regad socialisn as
superi@ to capitalisn as a system for fear of the® econont disrup
tions Furthermore sociali$ governmerg in powea ard socialig or
communi$ movemers seekig powe may be constraind by fea of
capitd flight, as the experience of the British Labou Pary (Panitch
1976) the Italian communiss (Putnam 1978) ard mog recenty the
Frend socialiss illustrate The road to socialisn may be blocked by
liberd internation&regimes constructd by conservatie predecesser
in conjunction with ther capitalis allies

The problem sociali$ governmery face underline the main point
of this section internation& regimes can be usel to affed preference
of future governmery by creatirg constraing on ther freedon of
action Obviously, thee is no assuranetha thisis "good; since that
depend on ones own preferencs abou the future Buit it is, from the
standpoii of ary existirg administrationone of the functiors servel
by internation& regimes Curren governmers sed to tie the state
as it were to the mast to lash the tiller 0 tha it cannd be untied
and the boa taken ont the rocks by a differert skipper

EMPATHY AND INTERNATIONAL REGIMES

Idealiss writing on internation& affairs hawe called for internationa
cooperatio in the interess of humaniy as a whole tha is, on the
bass of "cosmopolitah values as discussd by Charles Beitz (1979a
1979b) Idealism has a long historly in Anglo-Americanthinking on
foreign affairs ard has been particulary prominer in American for-
eign policy (Osgood 1953 Wolfers ard Martin, 1956) althoudn sine
World War 11 it has clearly been subordinatdo the Realis emphas

8 The consequeneedf sud biasa for coalitiond politics within advancd industriat
ized countries are in my view, les clea than Marxists often admit Fred Block, for
instance declars tha "the opennes of an econony provides a mears to comba the
demand of the working clas for highe wages ard for economt arnd socid reforms
(1977 p. 3). Oredifficulty with this argumenis tha "the working clas$ ard "capital'
are theoretich construcs that do na necessagl have clea empiricd counterpad in
contemporar politicd economiesThe antithess betwea the two is harde to find in
comple« moden societis then in Marxian theory Peopé constitue themselve polit-
ically in a variey of ways on the bass of divere interests economi positin is
important but 0 are sectoral cultural religious ard othe base for the formation of
interests
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on self-interest This bodk has deliberatey adoptel Realis assump
tions of egoism as wel as rationality, in orde to demonstra the
possibilities for cooperatio on Reali¢ premises Our critique has
argueal from the premise of Realis theow tha cooperatia is possibé
even unde conditiors often deeme to preclue it.

Yet even writers who by and large accepthe Realig tradition some
times admti tha na all internation&a behavio can be explaing egoe
istically. Hars J. Morgenthau for instance declars tha the ultimate
goak of foreign policy may derive from legd ard ethicd principles
His distinctive argumetn is na tha ideak are unimportan in deter
mining goals but tha foreign policy analyss can ignore ideak becaus
powe is a necessg means "the immediae aim is powet' (1948
1966 p. 25 see alo pp. 84-85) The flaw in this contention which
has often been pointed out, is tha powe is by no mears homogeneouys
0 tha the "seart for powet' takes mary differert forms whos
characteristis depem in partt on the ultimate goak of the acta (Wol-
fers 1962 pp. 81-102) as well as on the particula contexs within
which attemps a exertirg influence take plae (Baldwin, 1979) In
discussig the goals Arnold Wolfers arguel tha states sometime
purste policies of "self-abnegatiofi. Far Wolfers self-abnegatio "is
the god of thoe who plae ahighe value on sud ends asinternationa
solidarity, lawfulness rectitude or peae than they plac even on
nationd securiy and self-preservatich(1962 p. 93). Wolfersregard
pursut of self-abnegatio as rare but na impossibé (p. 94).

Cass in which self-abnegatio goak hawe precedene ove ha
tiond self-preservatio may berarein an efain which nationalisn
and the ethics of patriotisn continte unabated This does nat
precluce the possibility, however that wheee influentid groups
of participans in the decision-makig proces place high value
on a univers& caug sud as peace pressure exerte by thee
groups may affed the caug of foreign policy. It may lead to a
more modes interpretatio of the nationa interest to more con
cem for the interess of othe nations to more concessios for
the sale of peace or to more restrairt in the use of powe ard
violence Whethe the natian will profit or suffer in the erd from
the succes of sud "internationalist, "humanitariari, or "pac
ifist" pressure depend on the circumstance of the case which-
eve it does the abnegatia goak will hawe provel themselve a
reality.

Wolfers is particularyy concernd with military and securiy issues
in which the price of self-abnegatin may be nationad independence
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It is na surprisirg tha policies of self-abnegatio are rarely followed
when threas to independeneare severeBut if tendencistowa self
abnegatiornoccasionail appea even when the cost of failure are
high, sud policies may be more plausibe when the stake are lower,
as in the world politicd economy Wolferss argumen suggestsa a
minimum, tha we shoutl nat assuna the universa validity of egoistc
models To reved the inadequayg of the logic tha derives the necessit
of discod from fragmentatio of power it was usefd to adop the
egoistt assumptia of rationality. Having dore this, however we can
now afford to relax it.

To relax the assumptia of egoisn by drawing a shap distinctin
betwea egoisn ard altruism however would confus the issue Ego
ism can be farsightel as well a myopic Altruism is difficult to identify
clearly, sinee apparent} altruistic behavio can always be reinterpretd
as egoistic the "altruist’ may be sea as preferringto sacrifiee hersel
rathe than to violate a principle or see someoe ele suffer. Thus it
is often impossibé to determire whethe to classif a given actin as
ore of farsightel egoisn or altruism This difficulty is instructive for
it reflecs the fad tha the very idea of self-interetsis 0 elastic Rathe
than argle abou egoisn versts altruism we nea to ak how peopk
and organizatios define self-interest Wha beliefs and values do they
take into accoun®

The crucid isste hete is how actos see ther own interess relative
to thos of others To wha extent are ther interess independenof
those of others ard to what extert are they interdependerwith others
welfare? Fou differert situatiors cen be imagined

1) Actors may be indifferentto the welfare of others This would
be the situatian in apurely Hobbesia world in which exchangstodk
place betwee@ entities tha would neve hawe anythirg to do with eat
othe again But for the sane reasos tha single-pla PrisonersDi-
lemmais nat agod representatio of world politics, this is a deficiert
image of reality. Relationshig amory state are ongoirg and persist
ent

2) Actors may be interestd in the welfare of othes only insofa as
the othes can take action that affects them In sud a situation we
will refer to interess as beirg instrumentally interdependenEgoist
in iteratal PrisonersDilemma hawe instrumentaly interdependdnin-
terests ead takes into accoun the effed of he actiors on those of
the othe players nat becaus she cares abou their welfare pe s but
becaus they may retaliat agains he own defection

122



BOUNDED RATIONALITY AND SELF-INTERES

3) Actors may be interestd in the welfare of othes nat only for
instrumenté reasons but becaus improvemers in other$ welfare
improve ther own, ard vice versa whateve the othe acta does In
this caseinteress are situationally interdependends the world econ
omy has becone more tightly knit togethe sine the erd of World
War I, situationd interdependerehas increased It is bad for the
U.S. econony for Europe or Japa to underg a sevee recession
reducirg demar for American goods Brazil's prosperiy is importan
to the United States even apat from wha might happea politically
as aresut of economi collapse becaus a bankrup Brazi coud nat
pay its debs to American banks Close-kni trade ard financid net
works in the contemporar world, reflectirng the growth of economg
interdependencgecan directly transmi welfare effects goal or bad
from one sociey to another They therefoe malke the interess of even
egoisticaly inclined actos situationaly interdependentregardlessof
any actiors tha ary of than may take

4) Finally, actos may be interestd in the welfare of othes for ther
own sake evan if this has no effed on ther own materia well-beirg
or security Public and private agencis in wealthy countries serd relief
to victims of disaste ard provide consideral® amoung of foreign
aid. Much governmentiaaid can be explain& on narrowly self-inter
estel grounds but this explanatim may na be convincirg in ac
countirg for prograns of smal countries sud as Holland or Sweden
and it seens largely irrelevart to activities of voluntay agencis sut
as Oxfam or CARE. We will labd this empathetic interdependente.

The distinctin in chapte 5 betwe& myopic and farsightel self
interes presupposgtinstrumenthor situation interdependencéhe
farsightednes of an egoistt acta depend on the numbe and range

® In considerig empatheti interdependencé only take accoundf situatiorsin which
actoss positively value benefis receivel by others Unde conditiors of sevee compe
tition, which is characteristi of powe conflicts ard particulary of arns races the
revere may be true gairs for ore side are sea as losse for the other Crowdirg effecs
and othe negatie externalitis can lead peopk to value gairs by othes negatively
both within domestt sociey (Hirsch 197§ ard in the world politicd economy By
the argumen | make here negatie evaluatios of others welfare gairs shoutl make
internationd regimes harde to institute It shoutl alo be notel tha in discussig
empathett interdependere| assume tha the parties involved hawe similar values
"benefits’ in the eyes of ore are al® regardd as beneficid by the others Otherwise
supposd empatly could becone a rationak for domination as in the ideolog of “the
white mans burden;" which justified muc nineteenth-centyrimperialism
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of issue tha she treas as potentialy relatel to he behavio on a
given question The myopic acta takes into accoun only the imme
diate issue wherea the farsightal ore alo assessethe effect of the
decisio facing her on othe interess she may have Both, however
only conside ther own welfare in making the calculations® Raisirg
the questim of empatly takes us beyord this distinction to a deepe
guestiom of values

To spe& of empatly in world politics may seen to put one beyord
the Realid pale Yet, in aworld of high mobility, instantaneosicom
munication ard extensie transnationk relatiors of various kinds
(Keohare and Nye, 1972) it is nat obviows tha solidaristt relation
ships coincice with nation& boundariesPau Taylar has pointed out
tha feelings of communiy in Europe may on occasio preval over
utilitarian considerations "the calculation of advantag from coop
eratin in relation to particula interess may be secondar to a pref
erene for cooperatio with a particula partne or partners (198Q
p. 373) Furthermore public opinion researh in Europe has shown
that when askel abou intra-Europea relations a large proportion
of peopk display policy preferencetha deviae from what one would
expet on the bass of narrav self-interestIn respone to a poll taken
in 1977 for instance ove 70 percem of responderstin ead of the
nine Europea Communiy countries declarel that if anothe membe
of the Communiy were in serios econont troubleg its partnes shout
help it; and a plurality of responderst even sad tha ther own rep
resentative to the Europea Parliamen shoutl put Europea interess
aheal of nationa ones (Inglehat ard Rubier 1978 pp. 78 82-84)
Thes responsemay refled a mixture of instrumenta|lsituational and
empathets interdependenceéBut, alorg with recen work questionirg
the mord significan@ of boundaris in world politics (Beitz, 1979a
1979b) they sugges the possibiliy that in limited ways interess
could be interpretel empathetically In sud situations self-interest
would by no mears hawe disappearedRather they would have bea
redefinal 0 as to depen on the welfare of othes being realizal as
well.

Wha we hawe called "egoismi 0 far in this bodk refers to con
ceptiors of interess as independenor only instrumentaly or situa
tionally interdependentRelaxirg the assumptia of egoisn mears

® Boundel rationality may heb to accoumn for myopi rathe than farsightel deci
sionmaking sine the costlines of calculatio is likely to redue the range of relevan
issues ard interess considered
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entertainiig the possibiliyy tha governmerd ard othe actos in world

politics may redefire ther interess 0 tha they are empatheticall
dependetnon thos of others The consequenagor cooperatia coud

be far-reachingGovernmergtha regad themselve as empatheticall

interdependearwill be more inclined than egoiss to reat for greate

joint gains—solutios to internationd problens tha lead to
large overal value—eva a the expens of dired gairs to themselves
They will be 0 inclined becaus they will alo beneft vicariously from
the gairs achieve by others Sharel interess will therefoe be greater
The sd of possibé agreemerstregardedss mutually beneficid will be

at lead as large as it is for egoists and probaby larger

EGOISV AND EMPATHY AS
COMPETING EXPLANATIONS

Empathett explanatios of behavia in world politics are limited to
relatively smal sphers of activity: situatiors in which actiors do nat
hawe obviows explanatios in terns of more narrowly definad self
interest The presumptio in a self-hep systen is tha empatly will
play a subordinag role. Even when behavio appeas to be motivatel
by empathy it may be possibé to construt an alternative ard plau
sible explanatio for it on the premi® of egoism Examinirg theg
competingaccouns may suggessone of the strengtls ard limitations
of egoistt ard empathett interpretatios of behavia associate with
internation& regimes

In this sectio we conside two patterrs of behavio tha seen dif-
ficult to explan on egoistc grounds the moralistc overlay of rules
in world politics, and the existene of exchaneg relationshig that at
leag for a substantib periad of time, are unbalanced!| sed first to
accoun for thee phenomea throuch the use of rational-egois models
In both casesaline of argumemcan be constructd usirg sud modes
to accoun for the behavio in question This sugges the powe of
the premi® of egoism sine even wher actin seers a first glane
to be motivatal by empathy it can be reinterpretd as egoistic Yet
in neithe ca® is the egoistc accoum entirely satisfactory It shoutl
be clea tha | haw no intention of debunkimg explanatios restirg on
the assumptia of self-interest rather | wish to see how far they can
legitimately run, and whethe there are sone phenomenaeven a the
margirs of politicd economytha are accountd for more adequatel
on the bass of empathet interdependence
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Treating Rulesas Moral Obligations

From a Reali$ perspectiveit is remarkald hov moralistc govern
ment often are in discussig ther obligatiors ard those of others
The rules of internation& regimes are often discusse nat merey as
convenieh devices for alterirg transactio cost and reducirg uncer
tainty, as we hawe regardd them in this book but as principles ard
rules tha creae obligations Leades of governmerg proclam ther
adherene to the® principles ard rules furthermore they argte that
othe governmerd are morally obligatel to ke ther agreemerstas
well. We hawe sea tha internation& regimes can be valuabk for
purely egoistc states But why do normative connotationsinvolving
an intertwining of mord codes with internation& law, develof? As
H.L.A. Hart (1961 p. 226 emphasizedaw neal na be base on a
systen of morality, but can be maintaing by calculatiors of long
temm self-interes or for othe reasonsif rationd egoisn were a suf
ficient explanatio for internation& regimes how could one explan
the moralistt overlay of world politics?

A fairly straightforwad argumeh on egoi$ ground can be con
structal in responseAs we sav in chapte 6, even rules regarde as
having no mord validity may be obeya by egoists sine to violate
them would damag na only amutually beneficid se of arrangemerst
but alo the violators reputation ard thus her ability to make future
agreementsNow notice how much more effective thee rules ard
principles can be if they do have mord content Membes of the groyp
will suffer from less uncertaing abou others behavior becaus de
fecting from agreemerstwill be morally proscribe ard therefoe more
damagimg to a rule-violators reputatio than if the regine were re-
gardel merey as a convenieh devie to facilitate the coordinatio of
behavior Sine there will be less uncertainty membes of the grouyp
will be bette able to make mutually beneficid agreemerstthan they
would hawe beea if ho mord coce existed In a discussia of coop
eratin tha begins as mine has with the exampé of PrisonersDi-
lemma a philosophe has concludél tha "prudene is na enough
tha the rationd calculation of long-tem self-interesis na sufficiert
in itsef (necessarily to lead men to make mutually beneficid agree
mens or, one made to ke thent’ (Mackie 1977 pp. 119-20) He
concluds tha "the main mord is the practica value of the notion of
obligation or an invisible and indea fictitious tie or bond whethe
this takes the form of a generarequiremento keg whateve agree
ment one makes or of various specift duties like those of military
honou or of loyalty to comrads or to an organizatiot (p. 119)
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Morality may therefoe "pay' for the group as awhole It may al
pay for the individud government Adhering to a mord code may
identify an acta as a politicd cooperatgrpat of a cluste of playes
with whom mutually beneficid agreemerstcan be made as in Robet
Axelrod's modé (1981 1984) Tha is, publicly acceptilg a sd¢ of
principles as morally binding may perfom a labelling function If the
cock were too passive—tum the othe cheek—tle moralig could be
exploited by the egoist but if the coce prescribe reciprociy in a "tit-
for-tat' manney it may be a valuabk labd for its adherentsEadt
egoistt governmeh could privately dismis mord scruples but if a
mord code basel on reciprociy were widely professedit would be
advantageasifor even thos governmerg to behae as if they believal
it. Vice would pay homag to virtue.

Thus we could accoun for the existene of professd mord prin-
ciples in world politics on purely self-interestd grounds Perhap rules
would nat really be regardd as mord obligations but they would be
treatel publicly as if they were Howeve ned this explanationthough
it isprobaby too cynical. Foar representatiggovernmerg sud asthoe
that rule the maja market-econom countries,it is difficult to separat
"real' from "public' motivations Moralists sud as Woodrav Wilson
and Jimmy Carte sometims gain high office; indeed ther moralisn
may appedto the electorate Furthermorg even officials withou strorg
mord principles hawe to deferd ther policies ard it is often convenieh
to do =0 in mord terms This requiremetmay lead them in orde to
avod cognitive dissonanceto take on sone of the beliefs tha they
profess The ad of piety may engendepiely itself, as in Pascas famous
wager™

Unbalanced Exchange

Internation& regimes sometims seen to facilitate unbalancd ma
terid exchangs in which, & a given time, ore side provides muc
more in the way of tangibk resourcethan the other The apparentt

" Not beirg abk to prove the existene of Gad in rationd terms Pascharguel that
it is neverthelesrationd to believe in God since if there were no sud being we would
hawe log relatively little by beirg pious in life, compare to the eterniy log if we
disbelieved only to discove after deah tha a Gad of heave ard hel existed This
argumen can of course be put in game-theoreti terms with piety as the minimax
solution But Pascas$ further twist on the argumenwas tha if one behave in a pious
way, with all the necessar outwad shows of faith, genuire faith might wel follow.
See Nannel O. Keohane 198Q p. 278
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oneside exchangs may involve resource provideal in the present—
sudh as aid or acces to markets—a did the Marshal Plan mary of
the track arrangemerstcharacterist of the 19505 ard sone contem
poral foreign aid They may al® involve promise to provide sud
resourcs in the future

Unbalancd exchangs seen prima facieto contradic rational-egois
premises Yet the theorig of egoisn has a powerfu responsewhich
is to reinterpré them as by definition, balanced exchangesEadh
observal# materid flow is assume to hawe an intangibk counterpart
Often sud an interpretatim is justified, as in our discussia in chapte
8 of Europea ard Japanesdeferene after World War Il in exchang
for American aid, reflectirg the "influence effect' of the latter (Hirsch
man 1945/1980) The United States sert materid goods to Europe
tha were of greate value than thos received In return the U.S
gaina influence—tlte bass for wha Klaus Knorr (1975 p. 25 calls
"patrona leadershig, which we hawe referral to as hegemort lead
ership The reverg flow of influence resultirg from deferene by the
client, sugges tha a patron-clien relationshp can often be recon
ceptualize as an exchang relationshp in which intangibk as well as
tangible flows of benefis take place

This respons rest on the assumptia tha reciprociy is the un
derlying principle of a self-hep system when we obsere a flow of
resourcs in ore direction there mug be areciprocé flow in the other
Before acceptiig this premise however it may be worthwhile to probe
more deepy into the concep of reciprociy ard its implicatiors for
internation& relations

Norms of reciprociy seen to be virtually universh as elemens of
culture making "two interrelatel minima demands 1) peopé shoutl
help thoe who hawe helpal them and 2) peopk shoul nat injure
thoe who haw helpa then!' (Gouldner 196Q p. 171) But rec
iprocity takes differert forms in differert societies or for the sane
relationshi in the sane society In his discussia of "stone-ag eco
nomics, Marshal Sahlirs makes a usefu distinctim amorg wha he
calls "negative; "balanced, ard "generalizet reciprocity (1972 ch
5, especialf pp. 185-220)

Negatiwe reciprocity refers to attemps to maximiz utility a the
expeng of others through fraud and violence if necessaryAt the
limit, it correspond to aggressig war in world politics. Negative
reciprociy reflect a strateg tha is na wel adapte to situatiors in
which ead actors welfare dependsat leas in part on securirg the
voluntary cooperatia of othes ove a protractel periad of time.
Indeed Sahlirs finds (consistehwith our argumemnabou internationa
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regime$ tha elaborag institutiond arrangemeist develp amory
primitive people with the function of achievirg "a socid suppressio
of negatiwe reciprocity’ (p. 201)

Balance reciprocily is characterizé by simultaneos dired ex
chang of equaly valued goods (pp. 194-95) Balance reciprociy is
close than negatie reciprociy to exchang relationshigg in the world
political economy sinee it is basel on realization of mutud gairs from
trade But the characterizatio of balance reciprociy as simultaneous
distinguishs it rathe sharpy from patterrs of exchang facilitated
by internation&regimes Indeedq this distinctian helps us clarify further
the role playead by regimes Internation& regimes can be though of
in pat as arrangementtha facilitate nonsimultaneousxchangeln
purely simultaneos exchangeneithe pary has to accep obligations
rules or principles since the exchang is balancd a evey moment
Theris neve a"debt or a"credit’ An extreneexampeisprovided
by the settlemenhbetwe® Iran ard the United States in 1981, in which
American diplomas held hostag by Iran were liberatel in retum for
the releag of Iranian financid asset in the United States Elaboraé
arrangemerstwere made involving Algeria ard Britain, to ensue that
neithe side could double-cros the othe by withholding its part of
the bargan after receivirg what it wanted In the complee absene
of an internation regimelinking the United States with the revolu
tionary governmenaf Iran, laboriows negotiatiols were necessar to
sdé up an ad hoc arrangemento permti balance reciprociy tha
benefitel both sides

This sot of perfectly balance reciprociy provides an unsatisfactoy
bass for long-tem relationships Sahlirs commens tha amorg prim-
itive tribes "a measue of imbalane sustais the trade partnership
compellirg as it does anothe meeting”(p. 201) In the world politica
economy internation& regimes make temporay imbalancs feasible
since they creae incentives (in the form partly of obligation3 to repa
debts Thus regimes perfom functiors similar to thos of credi mar
kets ard it is na surprisirg tha mud of ther activity is devotel to
providing information tha facilitates agreementThis is true of con
temporay investigatios of "country risk' undertaka by banks tha
warnt to know ther borrowers ard it was true of the medieva Eu-
ropean Bourseswhich provided informatian in the form of merchants
newslettes and exchangg of information a fairs*? Like internation&

2 Helen Milner mack this observatia to me suggestig tha the histoy of the
developmenof credt markes could be informative The analogyseens to hold Richad
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regimes furthermore credi markes depenl on institutiond reputa
tion, which cannad be createl in a shot periad of time, or throud
promise or argumen alone but is basel on pag performance As
Walter Bageho said "evely banke knows that if he has to provethat
he is worthy of credit howeve goal may be his argumentsin fac
his credt isgone... Credt is apowe which may grow, but cannad
be constructed (1873/1962p. 33). The reputatioms of internation&
organizatios and governmerggronv over a substantibperiad of time;
they can be quickly destroyedbut na <o rapidly rebuilt

Credt arrangementdik e insurane contractsprovide for exchange
tha are expectd to beneft both parties in the long run, but na to
be balancd a arny given time. The principle of ultimate symmety of
benefits however is maintained In Sahlinss third type of reciprocity
"generalizé reciprocity; this constrain is lifted. Generalizd rec
iprocity characterize certan sustaind one-wg flows of transactions
which Sahlirs terns "putatively altruistic.' No obligatiors are spee
ified in retum for the transfe of resourcesthe expectatio of rec
iprocity is indefinite Receip of a gift only creats “a diffuse obligatian
to reciprocag when necessarto the dona and/o possibé for the
recipient... Failure to reciproca¢ does na caug the giver of stuff
to st giving: the goods mowve ore way, in favar of the have-not for
avely long period (pp. 193-94)

Within primitive societies generalizd or near-generalizé rec
iprocity is limited to relatively cloe kinship ard residenti& groups
We shoutl therefoe be cautiols abou assumig tha wheneve we
see an apparentl onesidd flow of benefit in world politics, it shoutl
be considerd atrue exampé of generalizd reciprocity especialf sine
the egoistt explanatio for this phenomeno is 0 powerful Wha
Sahlinss categoris do, however is to broade our conception of
reciprociy ard therefoe cal attention to the fad tha apparentt
unbalancd exchangs can be interpretel in avariely of differert ways
They may be regarded as balancd by the exchang of intangibke for
tangibke benefits they may involve credt or insurancein which cur
rernt benefis are exchange for future ones or they may be cass of
"generalize reciprocity; without specifiel reciprocé obligations

Insofa as apparentt unbalancd exchange can be reinterpretd as

Ehrenbeg repors tha the developmenof credt arrangemerstin the Bourse reducel
transactio coss (since moneg/ did nat neel to be transportd in the form of speci¢
and tha "during the Middle Ages the beg information as to the cour® of evens in
the world was regulary to be obtainel in the fairs ard the Bourse$ (1928 p. 317)
The Bourse al supplial credi ratings which provided information but alo servel
as a cruce substitue for effective systens of legd liability.

130



BOUNDED RATIONALITY AND SELF-INTERES

balancedthey can be accountd for by instrumentaself-interest Re
gimes play an importan role, as we hawe seen in exchange sud &s
these institutionalizirg deferenceasin Americas periad of hegemony
or providing information tha facilitates credi or insurane agree
ments Generalizd reciprocity by contrast reflecs eithe situation&
or empathet interdependereof interests Ore gives unrequite gifts
eithe becaus doing 0 will hep oneself regardles of reciprocity or
becaus ore cares abou the recipients welfare

The notion of generalizd reciprociy does na substitue for an
egoistt interpretatio of unbalancd exchangesut it may supplemen
sud an interpretation by helpirg us to broad@& ouw notiors both of
self-interes and of reciprocity For instance an interpretation of the
Marshal Plan ard othe U.S measurs towad Europe after 1947 as
generalizd reciprociy would clearly na be adequat alone sine in
times of crisis sud as Suez the United States did require deference
Neverthelessascribirg sonme weight to situation& or empathett in-
terdependereis plausibk in view of the widespred perceptio in
America tha U.S welfare dependd on a prosperos ard democrat
Europe ard in view of the cloe personhties tha mary American
statesme had with EuropeansFurthermorea difficulty with the pure
egoistic-exchang view is tha it would be hard now, mud less in
1947 or 1956 to determire whethe the United States extractel
"enough deferene to compensat for its aid. It seens beg to view
the Marshal Plan as a combinatiom of an exchang relationship—
materid benefis in retum for presen ard future deference—athgen
eralizad reciprociyy base on situationd ard empathet interdepend
ence

CONCLUSIONS SELF-INTERESTS AND LEARNING

This chapte has experimentedvith relaxirg the assumptio of ra
tiond egoisn on which the argumers of chaptes 5 ard 6 relied |
hawe attempte to shav tha the value of internationaregimes is likely
to be highe for organizatios with boundel rationality, leades who
wish to bind ther successorsor governmert tha hawe empatly for
one anothe than for classicaly rationd egoists Actors laborirg unde
boundel rationality will value rules of thunb provided by regimes If
governmers fear changs in preference by therr successorghey may
sed to join regimes to bind those future administrationsAnd finally,
if governmentsdefinitions of self-interes incorporaé empathy they
will be more ablke than otherwi® to construt internation& regimes
since sharel interess will be greater Empathy howeveris more fragile
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ard elusive than bounde rationality. actiors tha may lend themselve
to explanatios basel on empatly cen al® be interprete in ways
consistehwith egoistt theories

This chapte has questiond the solidity of the assumptio of self
interes on which rational-egoismodes rely. Since the notion of self
interes is 0 elastic we hawe to examire wha this premig means
rathe than simply taking it for granted A compleé analyss of regimes
would hawe to shav how internationalregimes could chang as a
resut nat of shifts in the allegedy objectiwe interess of states or in
the powe distributiors ard institutiond conditiors facing govern
ments but of changs in how peopé think abou ther interests—thia
is, as aresut of actorslearning Learning as Erng Haas has empha
sized involves increasig appreciatio of complexiy ard recognitian
of more elabora¢ cause-and-effédinkages amory evens tha shoud
be taken into accoun by policy (Haas Williams, and Babaj 1977 p.
324) It is crucid for Haas precisey becaus self-interest are largely
subjective "Changiry perceptios of values ard interess amorg actos
are associate with changd behavior thoudh na in obediene to ary
patten of rationality imputed or imposel by the observer Thee is
no fixed 'nationd interest ard no ‘optimd regime " (1983 p. 57).

Although | agree with Haas abou the importane of learning |
believe tha a structurd analyss of constraing ard a functiond un
derstandig of internation& regimes are both necessar to put the
phenomeno of acta cognitim into its prope politica context Thus
it has seemd necessar to focus in this bodk on argumerdg abou
powea ard institutions A comprehensi treatmen of internationa
regimes would indeal go beyord the acknowledgmeintha self-inter
est can be redefined but this bodk does nat undertale sud a task
My defenseor excuseis simply tha to do 0 would require anothe
researh effort comparal®@ in magnitue to the ore reflecta in this
volume Neverthelessit shoutl be emphasize tha insofa as the
argumen of this bodk is taken seriously it points to the importane
of pursuirg further the line of researb tha Haas has pioneeredTaking
into accoum the constraing of powe distribution the potentid ben
efits of cooperation ard the value of regimes for facilitating cooper
ation we shout ask unde what conditiors do actos learn ard wha
are the effecs of learning
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HEGEMONIC COOPERATION
IN THE POSTWAR ERA

Chapte 1 observetha Realig and Institutionalid theoriesswereboth
able to accoun for the orde tha characterize the world politica
econony during the tweny yeas after World War II, but tha they
did 20 in very differert ways Institutionalisn emphasize the role of
sharel interess createl by economt interdependerecand the effecs
of institutions Realisn stressd the impad of American hegemony
Both perspective are valuabk but incomplete A synthess of Realisn
ard Institutionalisn is necessary

Pat 1l sough sut a synthess a the theoretica level Chaptes 5
and 6 constructd a functiond theoy of internation& regimes on
rational-choie foundations This theol reache sore of the same
conclusioms as the Institutionalig position discussed in chapte 1; but
it does 0 on a different basis—indeedon the premise of Realisn
itself. Rational self-interestd actors in asituation of interdependencge
will value internation& regimes as away of increasiig their ability to
make mutually beneficid agreemergtwith one another In chapte 7
| tried to shawv tha this accoum gainel further plausibility by relaxing
the assumptia of rationality, ard tha additiona insights could be
achieve by questioniig the premig of egoisn as well.

Pat IlI, beginnirg with this chaptey al seels to synthesie Realig
and Institutionalis perspectivesin this Part however | do 0 na
abstracty but by usirg the conceps of power interest hegemony
cooperationand internation& regime to understad the internationa
political econony of our own era Chapte 8 shows the complemen
tarity of hegemow and cooperatio in the postwat period American
powe helpel to creae cooperationpartly throudh constructing in-
ternation& regimes that could organiz interstae relatiors alorg lines
preferral by the United States Chapte 9, which discussg the declire
of hegemorg internation& economi regimes after the mid-1960s
demonstrate tha the theoly of hegemort stability yields sorre vak
uabk insights abou this process but the argumein of this chapte
alo suggedst the inadequag of this or ary othe explanatiom tha
relies exclusivey on changs in powe to accoum for changs in pat
terrs of cooperation As the theoly developd in Pat 1l would hawe
anticipated internation regimes hawe tendel to persis$ longe than
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they would haw if the theoy of hegemorg stability were correct
Chapte 10 shows tha the newes maja internation& econont re-
gime linking the advancd industrializel countries—tle Internation&
Enery Ageng (IEA)—perforns in a way tha is consistehwith the
argumen of Pat Il, althoudn within a framewok establishd by the
structue of world powet

THE ARGUMENT OF THIS CHAPTER

Powerfu states sed to construtinternation&politicad economis tha
suit ther interess ard ther ideologies But as we hawe noted con
verting resourceinto outcoms is far from automatt in world politics
Even the highly qualified neo-Realis position adopte in chapte 3,
tha hegemopw can facilitate cooperationtherefoe requires an answe
to the question of how hegemos translaé ther resourcesboth ma
terid and ideologica] into rules for the system How does the hegema
construt internationd regimes tha facilitate the "right kind" of co
operatim from the standpoih of the hegema itself? Tha is, how
does hegemort leaderstp operate?

This questim is posel by Realisms emphas on power, < | begn
my analyss there But in explainirg changs in the world politicd
economy | emphasie the economt sourcs of powe discussd in
chapte 3 rathe than military force Sufficiert military powe to pro-
ted an internation&political econony from incursiors by hostile pow
ers is indeal a necessar condition for successfuhegemony Sine
World War 11 the United States has maintaine sut power, pursuirg
a strateg of "containmerit of the Sovig Union. In the shelte of its
military strength the United States constructd a liberal-capitalis world

! Frad Hirsch ard Michad Doyle characterie hegemont leadershp as involving “a
mix of cooperatia ard control' (1977 p. 27). Klaus Knorr has describe a similar
proces with the tem "patrona leadership, referring to a patten characterizé by a
"reciprocéd flow of benefis and the absene of coercia in the hold tha the patron&
leade hasove hiscliert state’ (1975 p. 25). In histerminology the U.S establishmen
of the Marshal Plan "was the ad of a patran staté (pp. 25-26) Althoudh | agres with
the substane of Knorr's argument | prefe Hirsch ard Doyles phrag "hegemort
leadership becaus it implies tha coercia is still an elemen of control even though
it remairs in the background"Patron& leadership seens to understat the exten to
which aleadirg power sud as the United State after World War 11, need to dominae
othes and to expropriag resources"Hegemont leadership, when distinguishe from
imperid rule, conveys the combinatiom of paternalist redistribution ard authoritatie
contrd tha is the distinctive mak of a systen of independenstates dominatel ard
led by a singe powet
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political econony base on multilaterd principles ard embodyiry
rules tha the United State approvedAmerican leaderstp in the world
political econony did nat exig in isolatin from NATO, ard in thee
yeas eah was reinforcal by the other Europea anxiey tha the
United Stats might withdraw its protection provided an incentive
especialf for the German governmentto confom to American wishes
Neverthelessat leas for the twenty or 0 yeas following World War
I, what Richad N. Coope (1972-73 has called a "two-track’ systen
prevailed economt issue were rarely explicitly linked to military
ones in relatiors betwea the United Stats ard its allies American
military powe servel as a shiell protectirg the internation& politica
econony tha it dominated ard it remaine an importart facta in
the backgroud of bargainig on economt issues but it did nat fre-
guently impinge directly on sud bargaining Thus as arguel in chap
ter 3, it is justifiable to focus principally on the politica econony of
the advancd industrializel countries without continualy taking into
accoun the politics of internation& security Of course it would be
highly desirable in anothe study to analyz the linkages betwea
economt ard securiy affairs in more detail

We exploke in detal the characteristis of economt powe resource
in the postwa world, ard how ther distribution ard use change
ove time But to answe our questios abou the operatim of heg
emont cooperationwe mug alo think abou interess and institu-
tions Hegemont leaderstp does nat begih with a tabula rasa, but
rathe builds on the interess of states The hegema seek to persuad
othes to confom to its vision of world orde ard to defe to its
leadershipAmerican hegemort leadersip in the postwa periad pre
supposd arough consensslin the North Atlantic area and later with
Japan on the maintenane of internation& capitalism as opposd to
socialisn or a patten of semi-autarchi nationd capitalisns (Block,
1977) This consenssi can be viewed in Gramscia terms as the
acceptane by its partnes of the ideologicd hegemow of the United
States Sud acceptane rested in turn, on the belid of leades of
secondar state that they were benefitirg from the structue of orde
that was being created There was thus a high degre of perceivel
complementarnjt betwea the United State ard its partners The United
States sougl to reinforce this seng of complementarjt by creatirg
internation& regimes tha would provide specifc benefis to its part
ners as wel as redu@ uncertaing and otherwi® encourag cooper
ation

Hegemort powe and the internation& regimes establishd unde
conditiors of hegemow combire to facilitate cooperation Hegemow
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itseff reduces transactio coss and mitigates uncertainty sine eadh
ally can ded with the hegema ard expet it to ensue consisteng
for the systen as awhole The formatian of internationaregimes cen
ensue legitimag for the standard of behavio tha the hegema plays
a key role in maintaining In the area of mone/ ard trade whete
their allies cooperatio was necessaryAmerican leades therefoe
investal resourcs in building stabk internationa arrangemerstwith
known rules It mace seng for the United State to bind itself, as well
as others in orde to indue weake stats to agre to follow the
American lead

American leades did na construt hegemorg regimes simply by
commandig ther weake partnes to behawe in prescribe ways On
the contrary they had to seart for mutud interess with ther part
ners ard they had to make sone adjustmerg themselve in addition
to demandig tha othes confoim to ther design They had to invest
some of ther powe resource in the building of institutions In s
doing they encounteré numerows frustrations As William Diebold
has remindal us "we hawe no memois called 'my days as a hapy
hegemoh" (1983 p. 3). It is importart na to exaggerat the eag
with which the United States could make ard enfore the rules Yet
the United State ultimately succeed# in attainirg its crucid objec
tives if nat by ore expedientthen by another Frustratios on par
ticular issus meldal into a rewardirg overal patten of hegemorg
cooperation Simplistic notiors of hegemow as eithe complee domt
inan@ or selfless dedicatd leadershp hinde rathe than promog
historicd understanding

Although Henry Luce foresav an American Century the periad of
hegemort cooperatia premisel on a comma commitmern to open
nes ard nondiscriminatia lastel only abou twenty years This era
began in 1947 the yea of the Truman Doctrine and the Marshal
Plan It was alrea¢ fading on sone issues by 1963 the yea of the
Interes Equalizatiom Tax the first attemp by the United State to
proted the statis of the dollar againg the consequenaeof the open
world econony tha it had strugglel to create In oil ard trade the
first sigrs of new selectie protectionis initiatives had alrea¢ ap
peared Mandatoy oil import quota were imposa in 1959 ard in
1961 the United States securd a Short-Tem Agreemeh on Cottan
Textiles which led eventualy to a series of restrictive agreemerston
textile fibers On sone issues sud as tariff reductions the 196G
witnesse further liberalization But by 1971 when the United States
broke the link betwea the dollar ard gold, it was clea tha somethirg
fundamenth had changed Exad datirg is arbitrary. In this chapte
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we focus on the twenyy yeas or <0 after 1947 ard especialf on the
1950s to discove how hegemort cooperatio operated Whicheve
dat betwea 198 ard 1971 were chosenit would still be clea that
one of the mog importan features of American hegemowg was its
brevity.

At the erd of World War 1l the United States was clearly the leadirg
powe in the world politicd economy with respet to ead of the
resourcs discussd in chapte 3 as essentibto hegemonyproductivity
inmanufacturig ard contrd over capital markets ard raw materials
The United States usal mary of the® resource after the war to gain
what Albert Hirschman (1945/198) has referrel to as an "influence
effect’ of supplying somethilg valuabk to anothe country Specifi
cally, American influence restel on three majar ses of benefis that
its partnes receivel from joining American-center regimes ard de
ferring to U.S leadership

1) A stable international monetary systemgesigne to facilitate
liberd internationatrade and paymentsThis implied tha the United
States would mana@ the monetay systen in aresponsit# way, pro-
viding sufficiert but nat excessie internationa liquidity.

2) Provision of openmarketsfor goods.The United States actively
worked to redue tariffs ard todk the lead in pressiig for the remova
of discriminatoy restrictions althoudh it toleratel regiond discrim:
ination by Europea countries ard permittad the European to main
tain temporay postwa barries during the periad of dollar shortage

3) Accessto oil at stableprices. The United States ard American
companies provided oil to Europe and Japa from the Middle East
where U.S oil corporatios held sway, and in emergencig sud as
1956-% from the United States itself.

It is conventionhto bracke trade and money togethe as the two
crucid area of the world politicad economy American policymakes
believad tha they needd to build a consisteh patten of rules in
internationd trace and finance In particular they though tha ther
efforts to construt a satisfactoy internationapolitica econony basel
on nondiscriminatia in trace dependd on successfuestablishmein
of currengy convertibility a stabe exchang rates in internation&
finance (Gardner 1983) Track ard finance are traditionally regarde
as the foundatiors of the Americanocentd world system in pat
becaus in tho® area the United States sougl to establid interna
tiond regimes characterizé by formd agreemerst and institutiond
structuresard in part, | suspectbecaus until 1973 Americars took
stable cheg energy for granted
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It is less comma to expaml the trade-mong par to a trilogy in-
cluding oil. Yet oil has bea for decads by far the mog importan
raw materid involved in internation trade ard it was particulary
significart for economt recovey ard growth in Westen Europe ard
Japa after World War Il. The open nondiscriminatoy monetay ard
trace systen tha the United States sough dependéd on growth ard
prosperiy in othe capitalis countries which in turm dependé on
readily available reasonalyl priced imports of petroleum principally
from the Middle East In a materid senseoil was & the cente of the
redistributive systen of American hegemonyIn Saud Arabia ard to
a lesse extert in othe area of the Persia Gulf, maja U.S oil com
panies benefitel from specid relationshig betwea the United State
ard the producirg countries ard from the protection ard suppot of
the American government Mogt Middle Easten oil did na flow to
the United States but wert to Europe ard Japa at prices well belov
the opportuniy coss of substitutesard even below the protectel
American domestt price Even thoudh the United States neve estab
lished a formd internation& reginme for petroleum oil was of centra
importane to the world politicd economy

During ard after World War |l the United State sougtt to construt
formd internation& regimes na only in monegy ard trace but als in
oil. All three initial efforts to do 0 failed, a leas in the shot run.
The United States reacte to the initial weaknes of the Internation&
Monetay Furd (IMF) ard the failure of the British Loan of 194 by
instituting the Marshal Plan supportilg the Europea Paymerg Union
(EPU), then eventualy reconstitutiig an internationamonetay regine
with the IMF at its center The United States compensatk for the
defed of the Internation& Trace Organization (ITO) by supportimg
the Generd Agreemenh on Tariffs and Trace (GATT). But, in oil,
initial defed at the hand of the Senag led nat to a nev multilaterd
accod but to increasig reliane by the U.S governmehon the in-
ternation& oil companis ard the internation& regine tha they dom
inated As we will see domestt politics constitutel a crucid facta
affecting this outcome

Sine no internation& regime with broad membershp was estab
lished in oil, this issue-ara constituts a challeng to the theories
presentd in Pat I, which imply tha a hegemorg powe shoutl se&
to institute internation& regimes on an intergovernmentabass & a
way of helpirg to contrd the actiors of othe statesOil isthe appareh
exception tha tess this rule. The fadt tha American leades sough
sud a regime ard were only thwartel from establishig one by the
domestt oil industry, sugges that the U.S government—oat leas
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the executive branch—ddl indea hawe the incentives tha the theory
predicts Domestt politics, however ga in the way.

The historicd discussio in this chapte begirs with moneg/ and
trade Then we will considey in detail five episods within the
internation& politicd econony of petroleum Fou of the® involved
the internationa exercig of politicd influence American efforts to
contrd Arab oil betwea 1948 ard 1948 which included plars for
an Anglo-Americanr Petrolem Agreemen in 1943-4% the sterling
dollar oil problem of 1949-5Q British and American interventio in
Iran betwea 1931 ard 1954 including the formation of the Iranian
Consortium in the latter year, ard the Emergeng Oil Lift Progran
implementel by the United States in the wake of the abortive Anglo-
Frent invasian of Egypt in 1956 Taken togethey the® cass dem
onstrae tha the American dominane of internation& oil was neithe
an accidemn nor aprodud of absent-mindednesbut rathe the resut
of carefu strategt planning by both governmentand corporagé of-
ficials, with the governmen often taking the lead Furthermore the
contrd of oil was a maja politica resoure for the United States in
its dealing with Europe as the aftermah of the Sue crisis showed

American hegemonw in petroleun politics reste on multiple source
of influence including clos politicd ties with the Saud monarchy
the capaciy to intervere in the domesit politics of Middle Easten
countries military ard technica aid provided to Iran, Saud Arabia,
and othe oil-producirg countries the preponderanmilitary strengh
of the United States in the Mediterraneanand—na least—tle con
tinued availability of exces petroleum production capaciy a home
There was however a ghos a the feast the shadev cag by the
political influence in the United States of its own domestt oil industry
Membes of the industy defeate the schene for an Anglo-American
Petrolemm Agreemen ard provided the majar stumbling-blo& to ef
fective use of hegemont powe during the Sue crisis The mog de
bilitating effecs of industry influence were felt throuch the Mandatoy
Oil Import Progran instituted by the United States in 198 and main
tained until 1973 unde the guise of protectig American security
this progran "drained America first.” We nea to understad the
origins of this progran to understad how, even a the heigh of
American power the seed of decy had been planted The oil import
progran therefoe constitute ow fifth case

HEGEMONIC COOPERATION IN FINANCE AND TRADE

At a United Natiors conferene held a Brettcn Woods New Hamp
shirg in 1944 the United States Grea Britain, ard ther allies agree
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to form an Internationd Monetay Furd (IMF) ard an Internation&
Bark for Reconstructio ard Developmen (IBRD), later known as
the World Bank The IMF was the institutiond cente of a new in-

ternationd monetay regime designe principally by British ard

American plannes led by Jom Maynad Keynes ard Harry Dexteg

White, that was to facilitate liberd trade and paymens in the postwa
world. U.S. leades hopel tha establishmeinof multilaterd rules for

the world economy—plas were al unde way for an Internationa
Tracde Organization—woud malke it unnecessarfor the United States
to provide large ard continuirg aid, or to intervere frequenty to
maintan financid equilibrium Like Newtons deity—which sd the
celestid machiney in motion but which refraina from interfering in
its operation—tle United States havirg establishd multilateralism

would retun to the backgroun ard let the financid systen opera¢
smoothy through a combination of markes ard internationd agree
ment

Yet by 1947 it had becone clea tha the Europea economis were
too wed for this vision of eay multilateralisn to be realized Indeed
the hard winter of 1946-4 raisal the specte of Europea economi
collapse Problens of internd reconstructio were compoundd by an
acue globd shortag of dollars which threatend to cripple world
trace ard certainy hamperd the ability of U.S firms to expot ther
goods to countries desperatel in neal of them U.S officials worried
abou the possibility tha economt distres in Europge could leal to
attemps$ a autarch¢ nationad capitalisn or even communism both
of which would be antitheticd to American plans

Respondig to wha it sav as a crisis the Truman Administration
changé its policy during the coure of 1947 from ore of demandig
quick sterling convertibility (unsuccessfujl attempte in the summe
of 1947 on the bass of loars from the United State to provisimn of
billions of dollars worth of grart aid to Europe unde wha becane
known as the Marshal Plan This aid was administerd by the Eco
nomic Cooperatio Ageng (ECA), which was much more sympathets
to Europea interess ard policies than the Treasury which had man
agal the relatively touch provisiors of the British Loan of 1946 The®
new, bold measure overshadowe the yourg IMF, which "engagd
in virtually no exchang operatios during the early yeas of the Mar-
shal Plarf (Gardney 1956/1980p. 303)

The United States thus turned from its intention of beirg a passive
rathe tightfisted hegemon—ala without much continuirg effort to
make ard enfore rules for a liberd ard nondiscriminatoy world
economy—o becomiry an active ard relatively openhande one He-
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gemoty "on the cheap) no longe seemilg realistic the United States
adjustel to Europea weaknes by providing huge resource through

the Marshal Plan By doing sq it providel itsef with the politica

leverag to achiewe hegemortd cooperatio in an operationh sense
Tha is, the United States could use the influence provided by Europea
reliane on its aid to take the lead in creatirg and maintainirg a new

sd of post-Brettm Woods rules for the world financid system Yet
thes rules had to take accoun of politicd ard economé realities As
we hawe seen they could not simply be imposel by the United States
nor could they simply be establishd and allowed to implemen them
selves On the contrary maintainirg contrd of the rule-makirg proces
required a delicae and continuows combinatio of intervention ard

negotiation

Not only did the American governmehhawe to negotiat¢ with the
Europeansit alo had to persuad Congres to appropria¢ the funds
that would provide it with the mears of influence In this tak it was
greaty aidad by the clumsines of Sovid policy unde Stalin sinee the
increasimy perceptio of a Sovid military as wel as politica thred
helpad to rally suppot for Presideh Harry Truman$ progran in
CongressHistoriars of various schoos have emphasize the impor-
tane of the Cold War for the Marshal Plan Truman is reporta to
hawe sad tha the Marshal Plan and the Truman Doctring which
began the formd policy of containmentwere "two halves of the sane
walnut' (LaFeber 1972 p. 53). Late this symbiotc relationshp con
tinued as the post-Marshadl Plen flow of dollars to Europe was main
tainad through rearmamenprograns after the beginnirg of the Ko-
rean War (Block, 1977 p. 107 ard pp. 242-43 n. 91).

Along with ther plars for aliberd internationd monetay regime
U.S officials during World War 1l had also developd schems for an
Internation& Track Organizatio (ITO), which would institutionaliz
nondiscriminatoy trace on a globd basis The first proposas for an
ITO were developd by American and British negotiatos in 1943
(Gardner 1956/1980pp. 103-109 ard were nursed largely by Amer-
icans throuch a series of protractel ard difficult negotiations cuk
minating in the Havara Conferene held in early 1948 At Havara
differences appeard on discrimination on provisiors for private cap
ital movementard on how broal a scope developim countries shoutl
hawe to impos quantitatiwe restrictiors on trace (Gardney 1956/1980
pp. 361-68) Neverthelessfinal agreemenon the Charte was reache
in March of 1948 The proposd ITO was carefully designd na to
infringe on delicak issus of stat sovereignty but to be more flexible
and ambiguos than a traditiond legd system "The coerciwe force of
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the ITO legd systen restel almog entirely in an escalatd series of
normative pressures—taoot, the oblogw of havirg dore somethiig
wrong,' rathe than on sanctios as sud (Hudeg 1975 p. 30). But
the ITO was given a "second-ra funeral,' rejectel by the U.S Senag
without even a vote (Hude¢ 1975 pp. 53-54) American busines
objectal to the ladk of a complek ban on new preference ard quan
titative restrictions ard to provisiors tha mack allowane for ece
nomic plannirg ard stae trading (Brown, 195Q pp. 362-75) The U.S
Chambe of Commercein April of 1948 had demandd "positive
declaratios in behaf of the maintenane of private initiative ard
enterprig in world commercé (Brown, 1950 p. 370) When sud
provisiors were nat adopte¢l organizel American busines interess
oppose the ITO. As William Diebold says the ITO was defeate
becaus of "an investmen coce unwisey askel for by American bust
nes and then oppose by the sane peoplé (1983 p. 6). Even & the
heigh of American economi preponderangeresistane to U.S lib-
eralign by othe countries and ideologicé cross-pressusea home
destroyd prosped for wha one of its chid architecs called a"charte
for world tradé (Wilcox, 1949)

Thus, by the erd of the 1940s the monetay and trade regimes
designé during World War Il were eithe ignored or in ruins The
IMF was inactive and the ITO was dead Yet althoudh the institutiors
envisagd by the wartime plannes did nat live up to the hopes of ther
inventors the United State was able to achiewe its essentiapurposs
in othe ways As we hawe seen the Marshal Plan provided Europe
with dollars ard the goods tha only dollars could buy. At the sane
time, othe institutiond innovatiors appearegddesigne to provide the
nondiscriminatoy liberalization tha had been the god of the IMF
ard the ITO.

On the financid side the United Statesled by the ECA, pushe for
a Europea Paymend Union (EPU) which was agree upm in the
late summe of 1950 The EPU was an institutiond respons to the
shortag of dollars tha was restrictirg trade and hamperiig economé
recovery it complemente the Marshal Plan by reducirg the neel for
dollars ard increasiry the efficiengy with which scare resource were
used The first reactio of governmerd to the dollar shortag had been
sormre two hundrel bilaterd agreemertnegotiate by Europea coun
tries in the first two yeas after the war. Although the® arrangemerst
were preferabé in terns of efficiengy to straigh barte deals they
distorted track by virtually requiring bilaterd balancimg of accounts
A multilaterd paymens union could improwe efficiengy by summirg
up ead countrys surpluss ard deficits vis-a-vis othe membes of the
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grow ard arriving a a singke figure. Thus if Germary had a surplws
with Fran@ but a deficit of equa size with Italy, while Frane had a
similar surplwss with Italy, theg accouns coud be balance on a
multilaterd basis wherea strid bilaterd balancig would require
distortion of trace patterrs (Patterson1966 pp. 75-83) In the lan
guag of chapte 6, the EPU drasticaly reducel the transactia coss
associaté with financirg intra-Europen trade

The United States propose the EPU and succeedg in getting it
establishd ove British opposition going 0 far as to indicae a ore
point tha it was willin g to suppot the EPU with dollars even if severa
countries opted na to join (Triffin, 1957 p. 166) American enthu
siagn for the EPU was accountd for partly by its superi@ economg
efficiency compard to bilaterd arrangementsbut it was alo sea as
away of promotirg intra-Europen trace as a stg towaid eventua
Europea participation in a liberd world economy "The EPU was
the key elemem in wha was se@ as a gradua evolutionay proces
tha would take Europe from bilateralisn to full multilateralismi (Block,
1977 p. 100) Although it was afinancid arrangementhe importane
of trade was underlinel by the fact tha the EPU was couplal with a
Cock of the Liberalization of Trade sponsord by the Organizatio
for Europea Econom¢ Cooperatio (OEEC) which provided for
almog immediag elimination of mog quantitative impott restrictiors
coverirg intra-Europen trace (Mikesell, 1954 p. 130) The United
States ard its Europea partnes both recognize tha trade and pay
mens had to be liberalizad togetheyif thiswete to be dore successfujl
aall.

In the shot term however the EPU did nat promot liberalization
On the contrary it legitimatel discrimination agains American ex
ports which was encourage both by the shortag of dollars ard the
availability of the EPUS multilaterd clearirg arrangemeist within
Europe And the EPU provided no guarantegtheat the Europea systen
would dissole into the globd multilateralisn tha the United States
desired The Treasuy Departmengrumblel abou this on the ground
tha the EPU would lead to new vesta interess tha would suppot
a continuatiao of its controls "Europe would becone a high inflation
area largel insulatel from trade with the United State$ (Block, 1977
p. 101) Oppositio to the EFU was al® strorg in the IMF (Patterson
1966 pp. 113-19) But, in the absene of a positive progran of ther
own, the pessimist could nat prevail

Subsequerevens justified the confidene of the optimists The EPU
did na foste inflation, and when Europea economis becane strorg
enoudn to mowe toward curreny convertibility in the middle of the
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decadeit was dissolved On the whole one authorily holds the EPU
ard associate trace arrangemerst”probabl did facilitate the move
mert towad convertibility and nondiscriminatio in trade (Patter
son 1966p. 111)

The mog remarkabé aspet of the Marshal Plan ard the ERU is
tha the United State gave up its usud demand for reciprocity Mar-
shal Plan aid consistd of grants na loans the Europea countries
had to gd togethe to ask for the mone/ on the bass of an agree
plan, but they did na hawe to reciprocaé American benefactions
Similarly, the ERU was an agreemenmade on the bass of faith in the
future, rathe than in retum for adired quidpro quoby the Europeans
In 199 Europe had little to give excep promise of goal faith; in-
sistene on a fair exchang in the shot term would have mear no
agreemenat all. So the United State farsightedy mace short-tem
sacrifices—i giving financid aid ard in permittirg discrimination againg
American exports—n orde to accomplis the longer-tem objective
of creatirg a stabke and prosperos internationa economt orde in
which liberd capitalisn would preval ard American influence would
be predominant Perhap American leaders like Marshal Sahlinss
"stone-a@ economists whom we encountere in chapte 7, expectd
tha receipg of unrequitel gifts would creae "a diffuse obligation to
reciprocaté on the patt of the recipients Surely sone of them al
felt empatly for Europes plight Whateve ther motivations Amer
ican leades sav tha risks had to be run to make progress but the
extert of the® risks was limited by the enormows resource a the
disposé of the U.S governmentFar the foreseeald future, the com
bination of Europea neal for American military protection ard the
dollar shortag would give the United States a gred ded of continuirg
leverag ove the evolution of Europea policies The United States
could take the long view precisey becaus it had the powe to shag
the future Awarenes of its hegemog was therefoe the foundatio
on which American generosit rested

It is importart to recognie tha the U.S policies put into effed
mog dramaticaly with the Marshal Plan in 1947-48 ard followed
later by the EPU representg an attemp to achiewe long-standig
American aims in new ways rathe than an abandonmemnof earlig
policy objectives As Fred Hirsch ard Michad Doyle hawe pointed out
(2977 pp. 31-32)

The United States—1p providing massie additiona financingard
acceptig trace ard paymen liberalization by stages—savedrathe
than abandone its earlie objective of ultimate multilaterialism
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in 1947-48 Sud a policy was then possibé becaus of the fun-

damenth characterist of the internation& politicd econony of

the time: United State leadersip on the bass of only qualified

hegemony The strategy as is well known was a maja success
the moves towaid progressie regiona liberalization undertaka

by Europea economis tha were strengtheng by the aid injec

tions pavel the way for a painles adoption of multilateralisn

at the erd of the 1950s with the moves to curreng convertibility

and the endirg of trace discrimination agains dollar imports

If there was chang in the 1947-8 period particulary in U.S
willingness to finane Europea recovey ard to tolerae Europea
discrimination agains American exports thele was al® continuity.
After the failure of the U.S Senat to ratify the ITO, the American
governmeh sough to achiee the sane nondiscriminatoy ard lib-
eralizing objectives through the Generh Agreemen on Tariffs ard
Trade (GATT), which had bea envisagd as merey a provisiond
arrangemenuntil the ITO could be establishedGATT had bee ne
gotiated ard signeal in 1947 as atemporay agreementha incorpe
ratad the drat CommerciaPolicy Chapte of the ITO as it then stood
with sone difference reflectirg the predominat role of the majar
powes a the GATT conferene ard the lessend need as compare
with the ITO conferenceto make concessiosito less develope coun
tries Owing to its presumd temporay nature governmerg only
acceptd GATT provisiors "provisionally;,' ard GATT was na made
into aformd internation&organization The Generb Agreemenrefers
neithe to GATT as an organizatio nor to the concep of memberstp
(Dam, 197Qp. 335)

Despit its inauspicios beginnings GATT was remarkaly suc
cessfli during the 1950s beirg transforme from a mee multilaterd
agreemenproviding for "joint actiort' by its Contractiig Parties into
the centerpiee of a new internation&tracde regime It remaine highly
informal, in a successfu effort to avod running afod of the U.S
Congress' sensitiviy to internation& organizatios designe to lib-
eraliz trade Indeed the spellig of Contractig Parties in capitd
letters "was to be the sok indication of a collective identity. Every
othe hint of organizationkexistene was ruthlessy huntel down ard
exterminatet! (Hudeg 1975 p. 46). GATT proceedd to operag¢ nat
on the bass of centralizel decisionmakig ard enforcementbut with
the aid of workabk informd procedure base on the "seng of au
thoritative certainty possesskby key participants They knew wha
they had mean when the rules were written, even if the rules them
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selves were ambiguous This seng of certainy "gave GATT admin
istratois both the confidene ard the communiy suppot needd to
interpre GATT law in amanne tha would bring out the bast policies
ard objectives underlyirg the written text' (Hude¢ 1975 p. 103) A
smal but highly competet ard imaginative secretariawas createl
unde the leaderstp of Eric Wyndhan White. Except when domestt
politics interfered—asmog markedly in agricultura trade policy—
the United Stats was highly supportie of GATT's efforts to facilitate
liberalization

If the failure of the ITO reflectal the difficulties of securiry a formd
internationa agreementha coudd commam suppot in the United
Statesthe succesof GATT was indicative of the conditiors facilitating
successfulhegemord cooperation GATT had an appropria¢ insti-
tutiond design which stressé reduction of uncertaing ard decen
tralized coordination rathe than centralizel rule-enforcementThis
helpal the organizatio to avoid damagilg symbolc struggle abou
its authoriy relative to tha of membe governmentsIn addition
GATT benefitel from the resourcefulnesof U.S officials, the exten
of American power, and the value of the ideologicd consenssitha
existad amory the liberally orientel governmerd solidly establishd
in Europe after 1947 GATT's effectivenes in the 195G suggest how
hegemont cooperatia can work.

The United States was willing nat only to suppot Europea efforts
at trace liberalization but to pressue reluctart Europea governmerg
to go farther, faster Ore of the mod striking example of hegemord
leadersip for this purpo is provided by American efforts datirg
from 1949 to persuad its reluctart Europea partnes to give most
favored-natio treatmem to Japan From the auturm of 1951 onwad
Japa sought with American support to be allowed to join GATT.
The struggk was long ard difficult: Britain in 1951 even oppose
allowing Japa to ser an official observe to GATT; in 1933 it was
finally agree tha Japa coul participag in GATT without a vote
ard in 19% Japa became &ontractiry Party Even then othe mem
bers tha accountd for 40 percem of Japars expors immediatey
invoked Article 35 making GATT's nondiscriminatio provisiors in-
applicabek to ther relatiors with Japan For a decae the United State
helpal Japa persuad othe GATT membes to disinvole Article 35
this was accomplishd for all majar tradirg partnes by the mid-1960s

American policy was basel on a combinatim of politicd ard eco
nomic calculations If Japa were to prosper it would neal to trade
with othe industrializel countries hen@ American markes mug be
open to Japanesexports Given this politically determind necessity
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discriminatoy restrictiors imposel on Japa by othe natiors would
resut in a heavie burden placal on the United States good na

imported by othes would hawe to be absorbd by the American mar

ket Sinee the United States as leader was resolvel to kegp Japa in

the American-l& system it had strorg incentives to persuad or pres
sute its allies into helping out "Free world interest combinel with
U.S interes$ to mandag a strateg of liberalization ard incorporatio
of Japa into the European-Ameriaa politicd econony (Patterson
1966 pp. 271-305)

The American campaig again$ discrimination was renderd am
biguows by the fact that the United States supportd the creatio of
the Europea Econome Communiy (EEC) in 1958 The existene of
the EEC of course entailal discriminatian by the Communiy againg
expors from outsidersincluding the United StatesNeverthelessboth
for politica reasos ard becaus of a beligf tha Europea integration
would contribue to economi growth and therefoe to world trade
the United States endorsd this processIndeed & leas until the erd
of the 195G it was widely believel tha the EEC would, on balance
contribuk to lower track barriers althoudh during the 196G increas
ing concen was expresse abou the possibiliy tha the Europea
Communiy would lead as much to protectionisn ard discrimination
as to liberalization (Patterson 1966 pp. 181-88) Eventualy EEC
policy, particulary its associatin agreemerst with othe countries
led to a numbe of new disputes abou discrimination tha becane
increasingy acrimoniow in the early 197G ard 198G unde the pres
sure of economt stagnatia ard structur& changs in world produe
tion ard trade But until & leas the mid-196G& the American policy
of allowing a gred ded of scom for Europea integration even a
the expens of immediat liberalization seemd to be a clea success

On the monetay side the late 195G ard the early 196G were
alo yeas of appareh triumph and high expectatios for the
future. After 198 the internationd monetay regime establishd at
Bretton Woods finally bega to operat as it had bean mean to by
its founders Europea currencis becane formally convertibé into
dollars ard the IMF becane the centrd internation& organizatio in
a par-valee internation& monetay regime The dollar was linked to
gold a a fixed price of $3 pe ounce ard the currencie of othe
countries belongirg to the regime were pegge to the dollar a fixed
rates of exchange Exchang rates could be altered supposed! after
consultatios in the IMF, but they rarely were (althoudn the require
ment of consultatio was more avoideal than honored) The certainy
provided by the par-vale systen seemd to contribute alorg with
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the GATT-centerd tradce regime to the growth of world trade which
was remarkaby rapd during this period Both in money ard in trade
the twin American goak of liberalization and nondiscriminatio had
bea achievedna throudh simplke implementatia of the Brettan Woods
blueprint but throudh an incrementhard nonlinea proces involving
"two steps forward ore st back! In the yeas afta 198 inter
nationd economié cooperatia flourished within the framewok of
hegemort regimes

HEGEMONIC COOPERATION IN OIL

The maja thene of ou first four oil cass is the efficacy of American
action The United State had o mary resources—economipolitical,
and military—tha it was ablke to attan its essentib objectives even
without establishig a formd multilaterd regime In oil, the United
States was 0 predominah tha it could implemen cooperatio on
essentiaf its own terms Thus a Realig analyss of the seart for
wealh and powea ard the role of hegemow in creatirg rules is fun-
damenthto an understandig of the cases

A contras to this emphas on the American governmensg powe
is provided by the importane of domest politics, which constraind
the U.S governmet ard eventualy helpel to underct the materiad
bass for American leadership This discordah note was first soundd
with the failure of the attemp to establi& contrd ove Middle Easten
oil supplies throudh an internation& regime unde provisiors of the
Anglo-American Petrolemn Agreementlt swellal to a crescend with
the unilaterd enactmenof Mandatoy Oil Import Quota in 1959
which in the long run erodel rathe than bolsterel U.S. power The
fragility of hegemort cooperation—reflectkin the fact tha it lastel
for a scoe of yeas rathe than for a century—ca be accountd for
in goad measue by the refusd of domestt interess to adjust or to
sacrifice for the sale of the long-tem powe positiln of the United
States

Neithe of thee theme would cone as a surpri® to Reali¢ analysts
Despit the degre to which the oil case confom to Realis expee
tations however the theme of Pat Il, thoudh muted are nat irrel-
evart evan here Cooperatia as | haw defina it todk place it was
compatibé with hegemog ard aro® from red or potentid discord
which itsef stemme from internation& economé interdependence
The lack of reliane of the United States on internation& institutiors
in the oil area until 197 indeal shows tha hegemowy can substitue
for internation& regimes But the evidene indicates tha the U.S
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governmehhad sone incentives earlie to form internation& regimes
althoudn pressurgto do 0 may hawe bea lower than in mone/ ard
trade The United State souglt in 1944-% to creae wha would hawe
amounte to an intergovernmentapetroleun carté with the United
States as senio membe ard Britain as its junior partner This was
only thwartal by domesit opposition As we will see in chaptes 9
ard 10 the United States moved to construt a consumersoil regine
after the crisis of 1973-74 which reveale the declire of U.S powe
in oil. By then however this could no longe be dore on its own
terms

Controlling Arab Qil, 1943-1948

Before World War 1l the United States had sougl to secue acces
by American companis to concessiosin area dominate politically
by Britain ard France Unde the Rel Line Agreemen of July 31,
1928 American firms (linked togethe in the Nea Eag Developmenh
Corporation receival a23.5 percemnshae in the Turkish Petrolem
Company with concessiogin area now controlled by Turkey, Syrig
ard Irag Within the "Red Line Area;' which included the Arabian
peninsulamembes of the Turkish Petrolem Compary (later the Iraq
Petroleun Company were requiral by the agreemen"to refrain from
obtainirg concessiosior purchasig oil independenyl in ary pat of
wha was construd to hawe been the old Ottoman Empiré' (Anderson
1981 p. 18) This was pat of a netwok of agreemerstmack in the
192G to restri¢ suppy of petroleum ard ensue tha the maja com
panies working togethey could contrd oil prices on world markets

During the 193G anumbe of significart oil discoveris were made
The mog importar of the for oil markes in tha decae todk plae
in Eas Texas in 193Q but from along-tem internation& standpoih
the mog significart find occurr@ in 1938 when oil in commercia
quantities was discoverd in Saud Arabia by the California Arabian
Standad Oil Company or Case (later to becone the Arabian Amer-
ican Oil Companyor Aramco) ajointly owned subsidiay of Standad
Oil of California (Soca) ard the Texas Compan (Texaco) In 194
the® fields produce only 5 million barret of oil, but by 1941 both
the companis involved ard the Saud monarcly recognize tha the
areas petroleum reserve might be enormous

After the United States had becone a belligerert in World War I,
the questim of how to explot Saud oil for the war effort becane a
matte of immediae concen for American military planners Yet by
1943 concen abou future domestit oil shortagesard information
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abou the vastnes of Saud reservesled civilian officials to pay at
tention to the problem of how to ensue continuel postwa American
contrd of the Saud concessionAt first, American suspicim centere
on its close ally, Britain. Cas@ executive "becane convincel that the
British were devisirg all sors of schems to deprive them of ther
concessioh (Stoff, 1980 p. 57). The compary "employeal the British
bogey time and agaii in its dealing with the Departmen of Stae
(Miller, 198Q p. 50). King 'Abd al-'Aziz of Saud Arabia "subtly
fannel thos fears to increag his chancs for financid support; al-
thoudh "nowhee in the accessild British archivesisthere ary evidene
of a British plan in the 194G to actualy displae the American con
cessionairé (Anderson 1981 p. 40).

On the initiative of the Stae Departmentsupportd by Socé ard
Texacq PresidetiFranklin D. Roosevdldeclarel Saud Arabia eligible
for American Lend-Leas assistanein Februay 1943 Socd ard Tex
am had proposedin retum for Lend-Leasgtha ther joint venture
Caso¢ would creae an oil resere in Saud Arabia whos contensg
would be mace availabk to the U.S governmenat prices below thoe
on the world market Following approvéa of Lend-Leasgthe Stae
Departmens Committee on Internation& PetroleumPolicy, chairel
by Econom¢ Advisar Herbet Feis propose the formatian of a Pe
troleun Reserve Corporation The PRC was to acquie option con
tracts on Arabian oil. After the Stat Departmehmace this suggestion
however Interior Secretay Harold Ickes and representative of the
military servica (particularly the Navy) propose tha the PRC directly
acquie reserve by purchasig all of Casoe stock This plan was
approvel by Roosevdlin late Jure 1943

The Secretay of the Interior and representative of the military,
with the reluctan acquiescere of the Stae Department had per
suade the Presidento creak a Petrolemn Reserve Corporatio tha
would own huge quantities of Saud oil. Sud a plan was sure to be
oppose by maja corporations yet little regad was paid to ther
interests The PRCS boad of directos was to consis of the secretarie
of state interior, war, and navy, without private-sectoparticipation
the right to manag@ the reserve was to be allocatel nat necessary
to Socd ard Texa® (althoudn they were to be given preference)but
to thoe companis submittirg the bes bids As Andersm comments
"the audaciy of the overal plan was possiby reflective of the moad
of wartime Washingtofi (1981 p. 55).

Negotiatiors betwe@ Ickes ard the presiderd of Socd and Texa®
had apparentl reachd tentatie agreemenon sak of a one-thid
interes in Casa to the governmentwhen pressue was brought to
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bea by Standad Oil of New Jersg (now Exxon) and Socony-Vacum

(now Mobil). Jom Brown of Socory indicatel tha "his compary ard
othess in the foreign field didnt like the idea of governmeh compe
tition" (Anderson 1981 p. 64). Fearirg that he would lose a strugge
on this issue ard that it would undermire his politica position Ickes
broke off his talks with Socé ard Texaco coverirg his tracks by

claiming tha thee companie had refusel to negotiaé in goal faith

with the government. The PRC later attempte to malke arrangemesst
for a government-owne pipeline from the Persia Gulf to the Med

iterranean a schene that was al blocked by competitos of Soch
and Texao (Anderson 1981 pp. 78-83 96-102)

Failure of the PRC brougt to the fore anothe ideg which had
bem discussd in the Stak Departmehduring 198 and which Ickes
had embracd as well: the negotiation of a petroleum agreemenwith
Gred Britain. The heat of the origind agreementworked out in the
summe of 1944 was a provisian for an Internationa Petrolemm Com
mission which would have recommendg " ‘production ard expor
tation rates for the various concessios in the Middle Eag . . . [to
preven} . . . the disorganizatia of world markes which might resut
from uncontrollel competitive expansion.”® In othe words it would
hawe establishé wha amountd to an Anglo-American carte fifteen
yeas before the founding of OPEC The maja internationd firms
supporte this conceptionprovided tha theywould be furnisheal with
immunity from antitrug prosecutionif it grantel this exemption the
governmentvould be achievirg for them wha they had long sough
in world markes through informa collusicn ard more or less secré
agreementsThe proposd petroleum agreemenwas a bold plan for
aformd internation& oil regime dominatel by the United States The
fact that it coud hawe bee useal as a devie to explot poore ard
weake states—consumges well as produces of oil—reminds usthat
cooperatio is na necessamyl benign

The propos&for an Anglo-American Agreemenhad to be submittel

2 Ickes managd to confourd a generatia of historiars abou the reasos for the
collap® of his negotiatios with Casog¢ by nat only lying to Congressioacommittes
but by alterirg the minutes of relevan government-indusgrmeeting and even including
an incorre¢ accounin his "secré diary," later published Andersm (1981, pp. 56-67
shows on the bass of Ickess personhconfidentia diary (nat designé for publicatior)
that it was Ickes who broke off the negotiatios unde pressue from Socoly ard othe
oil companiesFa a brief discussionsee Keohane 1982c

3 Anderson 1981 p. 95 quoting a memorandm by Jom A. Loftus of the Petrolemn
Division, Departmehof State Novembe 9, 1944
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to the Senag as a treaty owing to insistene on tha point from the
outse by membes of the Foreigh Relatiors Committee Ther it cane
up both againsg a formidabk coalition of interess ard againg main

strean American ideology The plan for an intergovernmentacarte

"ran counte to the vestel interess of the American independentghe
antitrug philosoply of the Departmen of Justice the laissez-faie
ideology of aremnanm of New Ded opponentsand States own long

standimg practi@ of na supportirg one domestt intere$ groy ove
anothet (Anderson 1981 p. 96). Furthermorethe schene ran afou

of a fierce bureaucrati batte for the contrd of oil policy betwea
Harold Ickes ard the dominan forces in the Stae Department ard
suffered from the aftermah of the inteng controverg engenderd by

the Petrolem Reserve Corporatim scheme

The interess of independen domestt oilmen were particulary
threatenedThey fearal tha "the pad might open the American mar
ket to cheg foreign petroleuni (Krasner 1978ap. 204) Despit the
frequent deniab of this intert by governmen officials, the apprehen
siors of the oilmen were justified: an essentibpurpo of the agreemen
was to redue the drain on Westen Hemisphee oil reserve by de
veloping Middle Easten resource for marketirg in Europe and per
haps even in the United States As Acting Petrolem Advisar Jame
Sappingta wrote on Decembe 1, 1943 for securiy reasos "It was
advisabé tha Middle Easten oil be developd to the maximum ard
tha supplies in this hemispheg be ... conserved. He even remarkel
that "if Middle Easten oil shoutl ente the United Stats to mee the
postwa neal for oil imports the resut shout be a furthe conser
vation of the reserve’s of the Westen Hemispheré.

Oppositin to the 1944 draft todk institutiond expressia with a
demau for radica revisiors formulated in Decembeby the Petrolem
Industly War Council representig the industry In conjunctia with
the oppositimn of Senato Tom Connally of Texas Chairman of the
Foreigh Relatiors Committee this demal led the Stae Departmen
to withdraw the agreemenfor reconsiderationlt was eventual re-
negotiatel with the industry, and then with the British, to mee in-
dustly objections The resultirg agreementrenegotiatd unde Ickess

* "Memorandm on the Departmens position; folder "Petrolemn Reserve Cor
poration Activities, 7/3/43-1/1/44, bax 1, record of the Petrolemn Division, Recod
Grow 59 Nationd Archives (cited by Anderson 1981 p. 78 n. 27). The heal of the
Petrolem Division in 1945 Jom A. Loftus, expresse similar views to tho® of Sap
pington See Loftus memg May 31, 1945 Nationd Archives decima file 1945-49
Box no 5849 file no. 841.6363/5-3145
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leadershipwould hawe restricte the role of the Internation& Petro
leum Commission to the preparatio of repors and estimates ex
cluded the U.S industy from regulation and relied entirely on vol-
untarly compliance As a result the Stae Departmehbecane lukewam
toward the agreementStae was strorg enoud to delek the antitrug
immunity clause ove Ickess resistancebut this chang mean tha
the maja internation& companie now log interes in it. Thus the
agreemenwas renderd virtually meaningles by renegotiation By
late 194 or early 194 the precarios pro-agreemencoalition of
Ickes the Stat Department ard the internation& oil majors had
collapse unde pressue from the domestt industry Only the shadev
of a public internation&d agreemenremained This "orphan’ as ore
Stake Departmen official characterize it in 194 after Ickess depar
ture from the governmentwas neve ratified by the Senaté.

The United Stats had failed to secue Saud oil throudh dired
governmeh ownershp or to achiew broade contrd ova Middle
Easten petroleun through an Anglo-American agreementlnitiative
thus passd to the companiessupporte by the Departmenof State
In 1946 Socé and Texa® found themselve with prolific oil fields in
Saud Arabia ard ajoint venture nov namel Aramcq operatirg thele
with a skilled productian team but they als faced large demand for
capitd ard uncertain markes for the huge quantities of oil tha coud
be producedStandad Oil of New Jerseyby contrastwas chronically
shot of crude ard concernd abou beirg exclude from the richest
lowest-cos concessio in the world. Moved by the busines conser
vatian of ther leaders ard ove the strenuos objectiors of othe
compalry officials (a leag in Socal) Soch ard Texa® decided in
early 1944 to invite Jersg to purchas a shae in Aramca Eventually
Socoly was al® askel to participate ard arrangemestwere mace
for a 30 percem purchas in Arama by Jersg ard a 10 percen
participatian for Socony?

® This accoun follows Andersm (1981 rathe than Miller (1980 or Stoff (1980)
for reasos given in Keohane 1982¢ The "orphari phrasewhich appeas in ameno
of Februay 194 from Clair Wilcox to Will Clayton is cited by Stoff, p. 193 ard
Anderson p. 130

® The isste of which corporatim todk the initiative was obscue in the literature until
the publicatin of Andersors book It has long been known tha high executive of
Soc4 oppose the deal on the ground tha Saud oil would allow the company to
expard rapidly a the expene of competitos if the latter were nat allowed into Saud
Arabia The staf of the Federh Trace Commissian (U.S Senate 1952 ard a Senag
subcommitte on multinationd corporatios (U.S Senate 1975 bot claimed tha
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Yet to consummat this ded it was necessgr somehw to nullify
the restrictiors of the Red Line Agreemeh of 1928 which requirel
that the partnes in the Iraq Petroleun Compary (IPC) only produ@
or purchas oil within the Red Line area through the IPC. By 1946
the IPC companis were Anglo-Iranian (23.%5 percent) Shel (23.5
percent) Compang Francaise des Petrols (23.5 percent) Socoly
(11.85 percent)Jersg (11.85 percent ard the Gulbenkian interess
(5 percent) Socd ard Texacq nat beirg membes of the IPC, were
nat restraine from producirg in Saud Arabia but Socoty ard Jersg
were For theg companis to join Arama would constitue aviolation
of the Red Line Agreement

The story of how Jersg and Socory maneuvere to dissole the
Red Line Agreemeiis a fascinatimg tale of internationélegd intrigue
In early negotiations Shel assurd the American companis tha it
would participae in drafting new arrangemesstfor IPC, ard Jersg
placatel Anglo-Iranian with an agreemento purchas large amouns
of Iranian and Kuwaiti oil from it, over a twenty-yea period and to
construt a new pipline (neve built) from Abadan to the Mediterra
nean Compangé Francaissdes Petrols (CFP and Gulbenkian posel
more seriots problems Fortunatey for the American companieshow
ever, during World War 11 CHP ard Gulbenkian had operate within
Nazi-controllel territory and had in 194) beean construd by a distin
guishel British barriste as havirg becone "eneny aliens, thus ren
dering the Red Line Agreemennull ard void. This servel as a sufficiert
pretex in 194 for Jersg and Socoly to argle tha the agreemen
was legally dissolvel ard to open negotiatios for a new agreemen
free of the restrictive clauss of the earlig one’

Not surprisingly CFP objectel strenuouslyNot only wetre its lead
ers presumaly insulted by being labela "eneny aliens &s a resut
of the defea of France they fearal tha the effed of the Arama ded

negotiatiors were initiated by Jersg ard Socony Jom Blair (1976 p. 39) even wert
2 far as to suggestha Socé sol its shae becaus the Rockefelle family, which al
controlled Jersg ard Socony put its interess abow thos of the corporatia itself.
Andersors evidene (1981 pp. 144-45 that it was Soca ard Texao tha todk the
initiative, moved by the risk-avoidane preference of ther top executivesrefutes thee
speculations

7 The essential of this stoy are in Anderson 1981 ch 5. See alo U.S Senate 1952
U.S Senatge1974h appendk 2, U.S Senate 1975 ch 2 ard Blair, 1976 Fa the draft
contra¢ betwea Jersg and the Anglo-Iranian Oil Company se Nationd Archives
(Recod Grou 59, Box 4231, file no. 800.6363/1-2847materid datel Decembe 20,
1946 with a coverirg letter from a Jersg official to the heal of the Petrolem Division
of the Departmenhof State indicating tha this contra¢ was the bast documenin the
transaction
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would be to redu@ productio from Irag, where CH° sharel an in-
terest CHP therefoe souglt participation in Arama itself, alorg with
Jersg ard Socony In addition the Frend governmethprotestd strongly
holdingthe U. S governmetresponsit# ard threateni to take dired
action in Fran@ agains Jersg in retaliation for its actions®

CFPs demanl for participation in Arama was blocked by King
"Abd al-'Aziz of Saud Arabia who declarel tha he would na agre
to the sak of ary pat of Arama to a non-America firm (Anderson
1981 p. 155) Neverthelessthe Stae Departmentwhich had been
following the intercompaw negotiatios closely recognizd the sert
ousnes of Frend protests In Februay 1947 Pau Nitze, Depuy Di-
recta of the Office of Internation& Trace Policy, suggesta tha the
isste could be resolvel without dissolvirg the Read Line Agreemen
ard antagonizig the French if Jersg sol its interes in IPC to Socoly
ard enterel Aramam alone® Jersg ard Socony however rejectel this
proposition

The ternms worked out amorg the IPC membes dissolva the Red
Line Agreemeh but gaw the Frend the right to draw large share
of oil from IPC production than ther proportiona¢ holdings in IPC
would hawe allowed arnd involved acommitmen by Jersg ard Socoly
to suppot increasd IPC production Protracte negotiatios tock
place with Gulbenkian who reportedy told Jom C. Ca® of Socoty
tha he simply would nat respet himsef unles he "drove as goal a
bargan as possible. Gulbenkiars ae in the hole was the fad tha
he had filed sut in London threatenig to open the complex affairs
of IPC to the public;, the day before argumend were to begin the suit
was settlel out of court™

8 See dispatchs of Januay 14 ard 20, 1947 from the Embasg in Londm to the
Stak Departmen(Recod Groy 59, Box 4231, file no. 800.6363/1-144ard 800.6363
1-2047)

°® Memo from Pau Nitze to Will Clayton Februay 21, 194 (Nationd Archives
Recod Groy 59 Box 423] file no. 800.6363/2-2147)

0 Anderson 1981 p. 159 The Churc subcommitte allegel in 195 tha "althoudh
Exxon ard Mobil eventualy reachd an IPC settlementhe Frend neve forgawe the
Americars for keepig them out of Saud Arabid' (U.S Senate 1975 p. 55). No
evidencehowever is adduce for this assertionand no trace of it appeas in Andersors
account Indeed certan pieces of evidene suggesthe contrary The Embasg in Londm
reportel on March 14 1947 tha the Frend seemd to like the idea tha they could
purchas more than ther regula quof of oil from the IPC (Recod Grow 59 Box
4231, file no. 841.6363/3-1447)0n May 29, 1947 the Embasyg reportel satisfactio
in Londan ard sad tha "the only clouwd on the I.P.C horizan a the momen is the
difficulty the majo partnes are havirg with Gulbenkiafi (Recod Groyp 59, Box
4231, file no. 800.6363/5-2947)
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This episo illustrates severh importart points abou hegemorg
cooperationFirst, althoudn cooperatia in the seng of mutud policy
adjustmeh was eventualy achieved the proces of achieviry it was
certainy na a harmonios one Cooperatia aro® from the reality
and prospetdf discord Secongthe difficulties of cooperatia in this
cae refled in pat the absene of agreed-upo institutiors to establif
a framewok for bargaining Indeed the desie of the United States
ard of U.S companis to destry the old regime of the IPC led to the
struggk in the first place

The eventud succes of U.S attemps to contrd Arab oil alo il-
lustrates the fact tha hegemowg was ared phenomenoreven if Amer-
ican officials, continually seekig to solve more ard more difficult
problems often had trouble achievirg ther objectives The negoti
atiors with Britain for an Anglo-American Petrolemn Agreemehwere
nat as difficult as the internd bargainimg within the United States In
the Ral Line negotiationsthe British, French ard Gulbenkian could
all be brough to agreemetthroudh a combinatia of threas to bre&
the old arrangemestard promise to pay off partnes who would
cooperat in the desir@ restructurig of Middle Easten holdings
Hegemort cooperatia as we hawe definal it occurred althoudn no
formd internation& regime was brougtt into being

The compatibiliy of hegemow ard cooperatia indicates one agan
that internation&cooperatia does nat depeml on substantie equalily
amoryg statesTo emphasiethe "inequalily of nation$ (Tucker 1977
is nat to foreclog prospect for mutud adjustmenof policy, althoudn
it does imply tha different ard unequal adjustmerg will be made
by the powerfu ard by the weak Indeed it could be arguel tha
cooperatia in the postwa periad dependd on the prior establishmein
of U.S dominance This was true in oil. After the brusqe actiors of
American companis ard the American governmehto abrogat the
Red Line Agreemeh had ensure American supremag in Saud Ara-
bia, the United State deignel to assue Europe tha it would receive
ampleoil suppliesat leas as long as Europea governmentgontinue
to defa to U.S leadership Likewise in financid ard commercia
policy, the United States had ensurd its predominane ove Britain
before it switchal to providing positive incentives for cooperatia
throuch the aid prograns of the Marshal Plan Britain's reserve were
kept within a range sufficiert to allow it to finance its wartime pur
chasesbut too smal to give Britain financid independere after hos
tilities had ceasedard strorg efforts were mack to persuad Britain
to agree to dismanté the discriminatoy trace barries tha had bea
erectel during the 193& (Kolko, 1968 pp. 280-94) American pres
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sure continuel after the war, mog notaby in connectio with negoe
tiations for the British Loan of 1946 (Gardner 1956/1980 pp. 188
207). As in petroleum policy, establishmenof dominane precedd
the distribution of economi benefits

The frustratiors tha faced American policymakes in the oil issue
area resultel les from the efforts of othe countries than from the
natue of American politics and society This did nat mean tha the
ultimate objective of securimg Arab oil supplies had to be abandoned-
on the contrary it was achieved—btirathe tha the vehicles for U.S
policy had to be adaptd to the realities of American society Plars
for governmenh ownership or for intergovernmentacontrd of pro-
duction ard prices were abandoné in favar of suppot for the ex
pansion of private corporatios abroa ard for ther transnationk
political strategies The natue of hegemorg cooperatia in oil—ad
hoc rathe than highly institutionalized—wa shape both by the op-
portunities abroal for extensio of nationa powe and expropriatio
of wealh ard by the constrains engendera by capitalismard pluralis
politics & home

The Sterling-Dollar Oil Problem

Even during the war the British governmenanticipatel a shortag
of foreign exchang in the postwa years and insisted in negotiatios
on a petroleum agreementon "the right of ead county to draw its
consumptio requirementsto the extern tha may be considerd nec
essary from the productio in its territories or in which rights are
held by its nationals. In 1948 Grea Britain decidel to take suh
measurs to sawe on dollar cost by discriminatirg agains American
owneal oil companiescontray to agreemerst reachd betwea the
British governmehand U.S companisin the 192G ard 1930s British
measurs na only affectal imports into the United Kingdom but al
reducel sales of American firms in countries sud as Argentira ard
Egypt with which Britain made barte agreementsproviding oil in
retum for othe goods The British governmenh in addition in the
spring of 1949 orderel British bankes

to refuse to transfe funds in paymen for American-supplié oil
from sterlig balance in Londm of countries outsice the sterlirg

% Memorandum "The Petrolem Division," Octobe 1944 p. 35 (Box 48 Harley
Notter files, Nationd Archives Recod Groy 59 Cited in Anderson 1981 ch 3, n.
73
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area Consequentlysud countries as Finland SwedenNorway
and Denmark which were s shot of dollars as to requie tha
all or pat of ther oil need be purchasd with sterling were
unabk to draw on ther sterlirg balancs in the United Kingdom
to pay for imports suppliel by American companies Conse
quently, they had to buy sterlirg oil (Larso & al,, 1971 p. 706)

The U.S companis protestedclaiming tha Britain's actiors were
mean less to saw dollars than to strengtha the position of British
companis in the world oil industy a the expene of ther American
competitos (Brown and Opig 1953 p. 226 Larso & al, 1971 p.
707 Anderson 1981 ch 6). The glut of oil tha had emerged a
currert prices macke it impossibé for the companis to sel all the
pertroleun they could produce s the Americansloss was the British
firms' gain Furthermore a cutba& in markes for American-ownd
Easten Hemisphee oll was se@ in the Stat Departmeh as havirg
ominous implicatiors for Americas securiy interests

The situation raises seriots security political and econome prob
lems in view of the fad tha the foreign oil concessionsrefining
and marketirg facilities ard organizatios of American oil com
panies depen upan the maintenane of foreign marke outlets
If the American oil companis producirg abroa are faced with
the shrinkag in the marke for ther outpu they mug necessani
curtal production If the American companis are forced to cut
bad production & the sane time the British companis are ex
pandirg ther output the former are placel in a difficult politicd
and financid positian which may in tum prejudiee U.S nationa
securiy interests?

An internd Stat Departmet meno in Decembe focusel directly
on the implicatiors of British policy for the U.S positian in Saud
Arabia

Loss of one-quarteannu& revene might stalemag Saud Arabia
progres while neighboriny states advancejeopardizig the unigue
cooperatio ard friendshp now existirg betwea U.S ard Saud

2 Memorandumn of Conversatia of a meetirg called by Pau Nitze of the Bureau of
Econome Affairs, Departmenhof State on April 9, 1949 "to discus the maja aspect
of the dollar-sterlirg oil problem ard the views therem of the interestd offices of the
Departmerit (Recod Groy 59, Box 4232 file no. 800.6363/4-949)
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Arabia. Westen orientation of Saud Arabia which countes Arab
reaction to Westen suppot of Israe| would suffer™

Not everyore in the American governmenhsaw thenationa interes
and the interess of the Arama partnes as 0 closey linked. Oil was
selling a severatimes its cog of production yet neithe the American
nor the British companis were seriousy considerilg reducirg prices
further as a respone to stagnatio in demand The British financid
situation was much more seriows than the plight of alreag wealtty
American oil companies

The importan interess of the United States would nat be servel

if the dollar ard othe economt drain on the British is maintainel
at anywhee nea the presen or projecta levels $710 million in
fiscd 199 ard well ove $60 million in 1953 seens [sic] an
impossibk drain for anyore to contemplate The absolué max
imum saving of dollars ard economt resource on the sterlirg
areas oil accouns are [sic] desperatgi needéd in view of Britain's
presem balane of paymens armd budgetay positiors and the
uncertan outlodk for future ECA [Economt Cooperatia
Administratior] appropriations. . . It would sourd very badly

to haw it publicized tha the Governmehimposel seriows bur-
ders on the British economy therely nullifying pat of the U.S
foreign aid program in orde to win for the five big American
oil companis in the Persia Gulf the unique privilege denieal to
all American farmes and othe American businesseof selling for
sterling in third countries on the grourd of thred to the U.S
nationd interest when the companis are selling Persia Guff oil

at a price betwea three ard five times the coss of its production®

The problan was essentiall ore of adjustmen costs Who shoud
hawe to pay the cosk of adjustirg to a slacke oil marke® Different

B "Working Papey Nea EastConferencé, Decembe 20, 1949 p. 4 (box 2, records
of the Petrolem Division, Recod Grow 59). Andersm al® refers to this working
paper considerim it as expressig "the bast Stae Departmenposition for the duratian
of the 'dollar oil' crisis' (1981 ch 6, p. 186 n. 94).

 personameno of Geor@ Eddy of the Office of Internation& Finance Treasuy
Department mentionel in a meno from Eddy to Henly Labouisg in the Stat De-
partmen on Decembe 16, 198 (Recod Groy 59, Box 4232 file no. 800.6363/12
1649) Eddys personamend had somehav fallen into the hand of the British, who
were usirg it in ther argumenrg with the American government Raymord Mikesell,
in the Departmen of State al criticized high oil price policies "l hope tha sone
consideratia will be given to the consumerwho thus far has bee the forgotten man
in this picturé " (Recod Grow 59, Box 4232 file no. 841.6363/7-64 CS/RA)
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possibe outcoms were associaté with different patterrs of adjust
ment

1) Inteng price cutting could hawe taken place sharpy reducirg
the cog of importa oil in Europe ard elsewhere This would hawe
continual a trerd encourage by the ECA, which exertel significart
downwad pressue on prices leadirg to a fall in the pe barré "com
pary take' in the Middle Eas from $1.2 in 198 to $1.14 in 1948
(Brown ard Opie 1953 pp. 227-3Q Maull, 198Q p. 211)

2) The United States coud hawe acceptd greate oil imports thus
reducirg exces suppy on world markets at the expene of U.S do-
mestic production American independen firms would hawe borre
much of the cog of adjustment

3) Gred Britain coud hawe withdrawn its restrictiors on American
companie'soperationsIn this case the burden of adjustmebhwould
hawe fallen chiefly on the British economy since the dollar drain would
not hawe bea reduced

4) The United States and Britain could hawe jointly forced adjust
mernt cossoni othesby requiringpurchasesof oil outsicethe United
States and Britain "to pay a leas the dollar cog in dollars of the oil
supplied: This was the essene of aplan presentd in Novembe 1948
by W. L. Faus of Socony His was aproposafor aduopolistc regime
which would extra¢ resource from countries othe than the United
States ard Britain for the beneft of U.S ard British oil companies
As the U.S Counselo for Econom¢ Affairs in Londan noted "of
course mary consumes would object but if all American ard British
oil were marketel in this patten they would hawe no alternative but
to accep it." Nitze arguel similarly tha "it may be desirabé for the
Governmerd of U.S ard U.K. to attemp to regulate on a formd or
informa basis the production and flow of oil products Competition
in the usua sens is unlikely, ard probaby undesirable®

5) Gred Britain could hawe permittel U.S companis to sel oil for
sterling outsice the sterlirg area only convertirg into dollars the dollar

 The quotes all cone from documers in the Nationa Archives of the United States
(Recod Grow 59 Box 4232) 1) Memorandm of Conversatia of meetirg betwea
B. Brewste JenningsPresidentSocony-Vacum Oil Company Inc., ard various mem
bers of the Departmenof Stae staff, Decembe 21, 198 (file no. 841.6363/12-2149)
2) letta of Decembe 2, 1949 from Don C. Bliss Counselo for Econom¢ Affairs of
the U.S Embasg in London to Heny R. LabouisseJr, Office of British and Northen
Europea Affairs, Departmendf Stae (file no. 800.6363/12-249)ard 3) Memorandm
of Conversatin of a meetirg called by Pau Nitze of the Bureai of Economé Affairs,
Departmenof State April 9, 1949 cited abow in note 12
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cod of tha oil: "unconvertd pound would be useal by United States
oil companis to purchas good and service from the sterling area:
This arrangemenwould hawe removel the discrimination agains
American firms vis-a-vis British firms while, accordig to Caltex (a
Socal-Texao joint venturg ard American officials who supportd its
schemena increasig the dollar drain on Britain beyord wha would
be incurrel by British companis increasiig therr productian abroad'®
This was an attemp to divide the adjustmehcoss betwea American
and British firms, since the latter would lose the competitive advantage
conferral on them by discriminatoy British measuresCost of ad
justmen would also be sharel by American exportes of nonol prod
ucts which would be discriminatel agains by the restrictiors on the
American oil companiesability to purchas good for dollars As a
tactic it was cleve becaus it tock the avowal British purpo® of
protectirg its curreny reservs literally while devisirg measurs to
achiee this god tha would na also give British oil companis gow
ernment-creaté advantage ove ther American counterparts

The first three solutiors were vetoal by the powerf actos on
whom adjustmencoss would hawe fallen. Neithe the companis nor
the governmerd wantel to solve the problem of an oil glut by adoptirg
the first cour® of reducirg prices The firms' reasos for rejectirg this
solution are obvious On the governmen side Britain did na use
sterling devaluation in 1949 to encourag British companis to urn-
dersel U.S firms or to prever British companis from increasing ther
profits from oil for which coss were incurred in sterling British of-
ficials were presumalyl worried abou the effecs of lower prices on
oil compawy profits (which were share by the governmen through
its partid ownershp of British Petroleum) as well as the impad of
lower profits on Britain's balane of payments Thoe American of-
ficials concernd with Saud Arabia ard othe producig countries
would nat hawe bea hapgy with the prospectie effect of lower oil
prices on relatiors with the® states The secon solution acceptane
of more imports by the United Statesran into the sane problem as
the Anglo-American Petroleun Agreementresistane by U.S domestt
producers "A soluticn on this bass would be strongl opposd by
U.S. independenproducersand it would probaby nat permt neary

® For the quotation ard the argument s a meno to Ambassado Childs from
R. Funkhouser"Backgroum on Current U.S.-U.K Oil Talks' (Nationa Archives
Recod Growp 59, Box 4232 no file number no date) It appeas to have been written
in Septembe 1949
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as large an expansia of U.S outpu in the Middle Eag as U.S com
panies hawe bee planning.™ The third possibility, withdrawad of all
restrictions was staunchy resiste by Britain.

The othe two schems would hawe shifted adjustmenh cost away
from immediatey involved powerfu actors In its proposa for the
U.S.-British condominium the Faus Plan resembld the Anglo-Amer
ican Petrolem Agreemen of 1944 Accordirg to a recem account
this proposawas unattractie to the British governmenbecaus Brit-
ain "retainal a politica interes in maintainirg aviable sterlirg ared
(Kapstein 1983 p. 16) The United States had similar reservations
sinee mary of the® peripher& countries had becone U.S clients
Transferrirg pat of the dollar crisis to othe oil-consumirg countries
mearn increasiig the burden on U.S foreign aid to the® states Fur-
thermore

The "third" indicative countries faced with payirg a portion of
the cog of petroleum in dollars might demail similar treatmen
for ther own expors of othe commodities . . . If this pricing
policy becane comma we would be introducirg an additiona
complicatirg elemen in internation& trace tha seers clearly
undesirable Our genera policy is in the opposie direction for
example in our work on Europea integration our objectiwe is
to avoid the neel for dollar settlements®

Although the gred sympatly within the U.S executie branch ard
in the Congressfor the oil companise seens to hawe prevente the
governmeh from rejectirg the Faus Plan out of hand the Caltex
proposéh (solutin 5) was more congeni& becaus it did nat involve
third-pary complicatiors ard resultirg threas to broade American
interests Thus by Decembe 194 the Caltex proposé had essentiaif
becone the basisof the U.S. position

After extendd interagenyg discussionthe U.S. Governmet has
proposé€ to the British tha American companie be allowed to
sel pat of their production to third countries again$ sterlirg
paymentU.S companis would be allowed to convet into dollars

¥ Memo from Pau Nitze of the Bureas of Economt Affairs to the Secretay of State
April 27, 198 (Recod Grow 59 Box 4232 file no. 800.6363/4-2749)

B Memo from Mr. Rosensn of the Stae DepartmehMonetay Affairs Staf to Henly
R. LabouissgJr, Office of British ard Northen Europea Affairs (Recod Groy 59
Box 4232 file no. 800.6363/12-1349Decembe 13 1949
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an amour equa to dollar outlays British companis would hawe
to malke to repla® equivalem existing U.S production capacity

Acceptane of this proposé by the British would hawe enda the
discriminatoy advantagstha British companiswerethen accordimg
to the United States gaining as a resut of British governmet policy
and would hawe protectel American firms from unfair British com
petition

British companis are expandig a rates doubk normd estimats
of increasd demanl and using surpls oil to displa@ United
States oil throudh curreny ard track restriction rathe than throuch
competitive actiors sud as price reductions superio products
efficiency, etc®®

Yet the British governmehnat only failed to accep this proposé but,
in Decembe 1949 impose&l new restrictiors requirirg affiliates of
American companis to buy oil for impott into the sterling area from
British ard British-Dutch companis rathe than from American-ownd
firms (even membes of ther own group) "An American ownel af-
filiate thereafte coud import oil from source owned by American
companis only insofa as the volume of oil requiral to med its need
was beyord what the companis havirg sterling statis could supply
Jersg oil thus becane margina in its mod importart Easten Hem
isphee market$ (Larsa et al., 1971 pp. 706-707)

The American companis respondd to this attadk on ther interess
both by pressig the U.S governmenhto intervere more vigorousy
on their behat and by enterirg into dired negotiatios with the British
government In Januay 195 Tom Connally then Chairman of the
Sena¢ Foreigh Relatiors Committee ard a leadirng spokesma for
Texas petroleuminterests advocatd a cutoff of all Econom¢ Co
operation Administration assistaneto Britain. This was nat done but
the ECA did susped assistane to projecs for expandiig the British
oil industry? In April the Stae Departmeh"presentd a note to the

 This quotatian ard the previots ore both come from Working Paper Nea Eas
ConferenceDecembe 20, 1948 (Recod Growp 59, Box 4232 no file number) pp. 1
ard 3.

2 Brown ard Opig 1953 p. 226 Within ECA, Walter Levy, ranking petroleun
officer, had pointed out as early as Februay 198 the difficulties posel for American
companis by ECA plars to finance refinely constructio in Europea countries by
Europea firms. See Nationd Archives Recod Group 59, Box 4232 file no. 800.6363
2-1048 for meno by E. L. McGinnes Jr, on meetirg of Internation&a Petroleun Policy
Committee Februay 10 1949
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British Governmeninsisting on the right of United States companis
to trace anywhee in the sterling area.** Having securd the suppot
of the U.S governmentsomne of the companis negotiate successfuil
with Britain.

Jerseys Howad Pag finally negotiatd a complicatel but sat
isfactoly settlemendirectly with the British treasuy in May 1950
The British agreel to erd gasolire rationing ard Jersg undertod
to suppy all of the additiond gasolire requirel by its British
affiliates with paymen in sterling Instea of remitting profits to
the United States in dollars Jersg would use the sterlirg proceed
to purchas needd goods ard equipmebmanufacturd in Britain.
Along with a series of similar agreemerstworked out by Pag in
199 ard 1951 this arrangemetnessentiail solved the dollar oil
problem (Anderson 1981 pp. 186-87)

A key conditin in the backgroun facilitating this soluticn was
provided by the economi boan that took place after the Korean War
broke out in Jure of 1950 Increasd economt activity quickly elim-
inated the oil surpls and improvel Britain's balance-of-paymest
position The outbred of the Korean War, by stimulatirg rearmamen
and preventilg a recurrene of seriows recessionremovel the eco
nomic difficulty of oversuppy tha hal createl the isste in the first
place

The sterling-dollaroil problem illustrates how discod can arise from
interdependenceard in particula from efforts of governmert to shift
the coss of adjustmenoni others It al illuminates one agan the
proces by which discord with its politica pressurgsmay lead even
tually to cooperatio on ternms tha are affectal by the intensiy of
actors preference as well as by ther power The fad tha British
preferencewere 0 inten® imposa constraing on the exercig of U.S
power, ard therefoe mace the outcome of hegemorg cooperatio
in this cag less asymmetrichthan they werein the Red Line Agreemen
episodeAsthetheoretichargumenrs of Harsany ard March discussé
in chaptes 2 ard 3 would hawe anticipatedit is impossibé to predid
accuratef outcoms of bargainirg merey on the bass of the tangibke
powe resource a the disposh of eah side Although the United

2 Kolko ard Kolko, 1972 p. 461 In a meetiry held in Decembe 194 a Socoly
representatie had "emphasizd tha the oil companis were convincel that they would
be unabk to g¢ anywhee with the British unles ard until the Stat Departmehtook
a firm position with the British and insistel tha a settlemenof the matter be reached.
Memorandm of ConversationDepartmenof State Recod Group 59, Box 4232 file
no. 841.6363/12-949Decembe 9, 1949 p. 2
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States could chang the rules governirg oil concessiosin Arabia it
could nat exet sud eay dominane on issue whetre British interess
were intimately involved ard which Britain could in the first instane
contrd throudh authoritative governmenaction

The incident al indicates the combinatia of pursut of narrowly
definad self-interes and concen for allianee managementha char
acterizel U.S hegemort leadership The Stae Departmen care to
the aid of powerfd American firms tha were beirg discriminatel
against but the desie of the U.S governmento rebuild a liberal
capitalig world politicd econony inhibited the governmenfrom pushirg
the oil companie'sca® too hard or from acceptig schems to force
adjustmehcost onto countries othe than Britain or the United States
itself. The sterling-dolla oil controvery illustrates one agan the
proposition tha mary of the constraing on a hegema derive nat
from lack of powe but from the ambition to construt a world orde
that powe makes possible Seekimg to build its own world system
the United Stats had to be concernd na only abou the effecs of
its own actiors on its partners but alo abou the effecs on third
parties of ary bilaterd deat tha it might make The nes of inter
dependene cas by a hegema al entange itself.

[ran, 1951-54:Interventionand the Consortium

Before ard during World War |l Britain dominatel the oil-producirg
area of Iran. The Anglo-Iranian Oil Compary (AIOC), which was
entirely owned ard controlled by British interests profited immensey
from its monopoy of Iranian oil production By 199 its ne profits
were ova 33 million pound sterling abou doubk its paymens for
tha yea to the Iranian governmenh (Shwadran 1955 table 1, pp.
162-63) In 199 the Iranian governmet sough to renegotiag the
concessin with AIOC, ard the United State sough to persuad com
pary officials to accep the 50/3 profit-sharirg arrangemeist tha
were becomig standad betwe® American companie and hog coun
tries But AIOC refused and the agreementha was finally reachd
betwea the compary and the governmeh of Genera All Razmaa
was 0 strongl opposed by the Iranian parliamen (the Majlis) tha
it was withdrawn without a vote in Decembe 1950 By early the
following May the nationalis$ Mohamme Mossadely was premie
ard Iran had decred the nationalizatim of AIOC (Rubin 198Q pp.
42-53)

AIOC remainel intransigent supportel by the British government
The United States first attempted to mediae the dispute Later, as
turmail in Iran increasd ard the Soviet-orientd Tuden Pary gainel
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strength the U.S Centra Intelligen@ Ageng put into actian a plan
designe to overthrav Mossadely ard put the Shah who had been
deprivel of all effective influence on the governmentbad into power
Aided by thugs who service were securd with CIA funds the Ira-
nian arny deposd Mossadely and restorel the Shah who hal fled
briefly to Italy during the disturbancesto his throne As a resut of
this American-sponsotkerevolution the old politica institutiors of
Iran were eithe destroyd or reducel to only symbolc importance
as the Sha becane an absolué monard (Rubin 198Q pp. 54-94)

This intervention still left the problen of how of restoe oil pro-
duction on terns acceptal# to the Shals governmentiran demandd
that U.S companie be involved in ary new arrangemensine Iranian
nationalisn mack it politically impossibé to retum to awholly British
concessionThe Stak Departmehtherefoe arrangée a consortium
in which American firms receivel a 40 percen shae of the Iranian
operation with AIOC retainirg 40 percent Shel receivirg 14 percent
and CFR the Frenth company 6 percent

As in othe cass of American hegemort leadership negotiatig
with the oil companis was in mary respect as difficult as dealirg
with foreign governmentsFirst, the five majar U.S internation& com
panies invited to join the consortium professd reluctane to do sq
whethe genuiney (owing to fear of disruptirg delicak oligopolistic
arrangementsthreatend by oversupply for keepirg oil prices high)
or as a way of wheedlirg additiond concessios from the American
government’ To facilitate agreemenby the companies the Stae
Departmen successfull urged Presideh Truman in Januay 1953 to
downgrae a pendirg crimind antitrug sut agains the majors to a
civil proceedingand the Departmenof Justi@ ruled ayea later tha
American firms' participation in the consortium would na constitue
an illegd restrain of trade (U.S. Senate 1974a Krasner 1978a pp.
125-26)

Origind plars for the involvemernt of only five majar U.S companie

2 Georg W. Stockirg expresseskepticisn abou the companie'sshav of reluctance
"it is nat clea why they shoutl hawe bee [reluctant] Iranian oil could na re-ente
world markes without causimg readjustmergtin oil commerceard it would seen more
compatibé with the interess of existig marketes tha they shae in contrd of the
processMoreover they were nat agrowp tha had hitherb evidence an unwillingnes
to shae in virtually riskles but highly profitable oil ventureg' (197Q p. 157) This
ambiguit illustrates a more gener& point in any bargainimg situation strategicalf
oriented actos will be willing to conceé ther true preferencs if doing 0 provides
them with an advantageThus it is difficult to be confidert abou which parties mace
more concessionswithout acces to confidentid internd documenrg of participans
detailing ther true positiors prior to negotiations
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had to be alterel a the insistene of a groy of eight independen
American companieswhich wourd up with a totd of 5 percem of
the Iranian concessionThe® firms, a least were na reluctan to
admi ther desie for acces to chea Iranian crude

For the additiond membes of the Iranian Consortium ther mi-
nor shae proval an exceedingl profitable investmen ard the
prospects which hal been drawn up by alarge firm of chartere
accountarg showel clearl for all concernd to see tha even after
the compensatio payabé to Anglo-Iranian ary stale in tha ven
ture was like gettirg a "license to print money (Stocking 197Q
p. 158 quoting Franke] 1966 pp. 95-96)

The Iranien episo@ illustrates the variey of instrumens a the
disposé of the U.S government The Stae Departmen becane in-
volved late in adisput betwea Britain and Iran whos origins it coud
not control but the United States was nevertheles able through po
litical intervention and its links with the Iranian military, to bring
abou arevolutim in Iranian politics. It then securd the establishmen
of a new oil consortiun tha provided American companis with 40
percen of Iranian productio for a relatively smal outlay of funds
Political, military, and economg resource were usal in combinatiam
with one another The hegemori combinatim of expropriation ard
contrd on the one hard and cooperatio (with allies whethe long
standimg or createl for the occasiof on the othe was neve clearer
The remarkal# pat of the trick was tha the American government
ard American firms, profited immensey while appearig to be reluc
tant to becone involved ard only to be doing 0 to aid in reconciliation
economi developmentard the provisian of public order Hegemoni
leadershp was neve: mote rewardirg than thid

The limits on American freedan of actin were largely sd by its
own oil companiesTo purste its strategt goals the U.S governmenh
had to make concessios on antitrug enforcement firms would ad
as instrumens of governmen policy, but they would nat do o "for
free! The Stae Departmehal® had to include independerstin the
consortium Externa strengh was on@ agan combineal with relative
weaknes a home

The EmergencyQil Lift Program, 1956-5

In July 19% a series of disputes eruptel betwea Egypt on the ore
hard and the United StatesBritain, ard Fran@ on the other On July
19 the United States withdrew its offer to contribue $56 million
toward financing the Aswan Dam ore wee later Egypt nationalizel
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the Sue Canal This action led to an internationa crisis the climax
of which involved the invasian of Egyp by Israeli British, ard Frend
forces in late Octobe ard the collap® of tha invasionunde pressue
from the United States as well as the resistane of Egyg ard threas
from the Sovig Union As a resut of the military actions the Sue
Cana) which a tha time was the main route for oil shipmens betwea
the Persia Gulf ard Europe was sudden} blocked leadirg to a
potentialy sevee oil shortag in Europe (Engler 1961 pp. 260-63
Johnson,1957 Klebanoff 1974 especialf p. 119) The reaction of
the U.S governmento this crisis provides a clea illustration of heg
emont cooperation The United States usal its gred economi ard
political resourcesard its links with maja oil companiesto cope
successfull with the oil shortfal ard achiew its own politica purposse
in the process

Immediatey following nationalizatio of the Sue Canal the United
States establishd a Middle Eas Emergeng Committee (MEEC), un-
der the provisiors of the Defeng Productim Act of 1950 The MEEC
was composd of fifteen maja U.S.-basd oil companiesTheg com
panies declarel tha they could nat devie detaile alternatie tanke
scheduls for a crisis whose characteristis were still unknown but
they establishd the organizationh structue of the MEEC ard ac
quired the requisiteantitrug waivers from the governmento allow
them to coordinaé amory themselvesPlannirg was left to the com
panies the role of the governmentaccordig to the directa of the
Office of Defeng Mobilization, was to encourag voluntay agree
mens amory the companis ard to exemp them from antitrug leg-
islation? In Septembethe British, Dutch ard Frend governmers
sponsord the establishmeinof a parallé committee composd of the
major European-baskoil companies—ShellBritish Petroleum ard
CFP (OEEG 1957 p. 21).

In respons to the British-French-Israelinvasian of Egypt the United
States suspendg the operatios of the MEEC, which did nat med
agan until Decembe 3, 195% (Engler 1961 pp. 261, 307 U.S Senate
1957 pp. 2543-48) The U.S governmehsough to use the thred of
an oil shortag as ore of a numbe of measurs designd to induee
Britain ard France during Novembey to withdraw their troops from
Suez By the erd of Novembe U.S actiors were clearly having the
desiral effects ard it seemd to Americanleades tha further pressue

3 Testimoly of Arthur Flemming Director, Office of DefenseMobilization, in U.S
Senate 1957 p. 12
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on the Europearn was unnecessgrard would weake the Atlantic
alliance Presidenh Eisenhowe orderel reactivation of the MEEC to
permt it nat only to arrang tanke scheduls but to ente into ar-
rangemerg on a collective bass with the Organizatio for Europea
Econome Cooperatia (OEEC) in orde to plan propery for oil al
locations The Oil Committee of the OEEC establishd a Petrolem
Industly Emergeng Growp from the industy (involving U.S as well

as Europea companies)which advisel the Oil Committee on pro-
cedures for allocation of scare oil suppliesamorg the Europea coun
tries? The United State insistal tha the OEEC rathe than the United

States itsef or the companis take the responsibiliy for allocatirg oil
by country Onre reasa for this demarl was to defled¢ Arab criticism

of the United States which, it was feared would be more inten® if
America tock a more dired role in petroleun allocation®

Yet the United State played far from a passie role. It urgel the
OEEC to take immediae actin to allocae supplies on a pro rata
basis ard the MEEC reinforcel the pressue to do s by decidirg on
Decembe 28 nat to cooperag on allocation arrangemerstin Europe
without an OEEC decision which was eventualy forthcomirg on
Januay 7. Meanwhile the MEEC approve tanke scheduls allowing
more efficient shipmen$ of crude oil and refined producs from Ven
ezued and the United State to Europe replacirg in goad measue the
long hau arourd the Cape of Goal Hope for oil from the Persia
Gulf (U.S Senate 1957 p. 1983)

During the early pha® of the crisis—betwer the closue of the
cana ard early January—th problem was essentiall ore of trans
portation "not ore of a shortag of oil but a shortag of the mears
of bringing it to Europé (OEEC 1958 p. 33) If normd tanke
patterrs had been maintained Europe would hawe receivel only abou
60 percen of its estimate needs Yet reallocatiom of tanke patterrs
was remarkaby easy indeed even before the MEEC was reactivated
internation& oil companie had increasd their shipmeng from the
United States to Westen Europe from an averag of 50,0 barrek
pe day to 370,0@ barrek pe day and had increasd the flow of oil
to Europe by afurther 224,0® barrek pe day by increasig shipmens

% .S Hous of Representatived957 pp. 111-13 U.S Senate 1957 p. 595 Ei-
senhowe declarel on Novembe 30, 1956 tha "the contemplatd coordinatio of
industy efforts will insuie the mog efficient use of tankes and the maximum availability
of Eetroleum product! Public Papersof the President,1956 p. 902

3 Fa discussion of relatiors betwee the MEEC ard the OEEG se U.S Senate
1957 pp. 1884-19312451-52 2538-49 ard 2583-89
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from the Caribbea ard diverting Middle Easten cruce from the
United States to Europe (OEEG 1958 pp. 29-34)

The more seriows problen after the beginnirg of Januay was nat
tanke availability but the suppy of cruck oil. Increass in shipmens
from the United Stats were accomplishe largely by drawing down
stocks which could na contine indefinitely. But the Texa Railroad
Commission which controllel production in Texas refusel to in-
creag allowabk productio in January ard only increasd it slightly
in February despiée the Europea crisis The Commissia sough highe
oil prices—a increag of 12 percen did take place in early January—
and fearal a later oil glut if supply were increasd too rapidly. In-
dependen Texa produces far from the coa$ opposd the suppl
increag becaus ther outpu was effectively limited by transportatia
problens ard becaus they would beneft from highe prices Fur
thermore Europe needd heawy cruce oil for heating but U.S pro-
duces fearal tha as a consequeredf increasig shipmens of heawy
crude to Europe theywould be studk with large supplies of gasoline
which would depres the U.S market Thus there was wha the Qil
and Gas Journal called a "transatlant feud' betwe@ the United
Kingdom ard the Texas Railroal Commission The Commissio wanted
the United Kingdom to erd gas rationirg ard purchas gasolire from
the United States in retum for increasd Texas production Europea
foreign offices were pressurig the Stak Departmen for increasd
production and the Assistan Secretay of the Interior was calling for
increasd U.S production but the stak regulatoy agencis draggel
their feet®

Finally, Presidet Eisenhowe todk a dired hard in the matter In
his presidentib news conferene of Februay 6. 1957 the following
colloguwy todk place

William McGaffin, ChicagoDaily News: The United State has
bean laggirg on oil deliveries to Westen Europe ore reasa beirg
tha the Texa Contrd Boar has nat okayel a step-y in pro-
duction in Texas Accordirg to lates reports Gred Britain is
down to abou two weeks oil supply What do you interd to do?

PresidentEisenhowerWell, of course there are certan powes
given to the Presidehwhele he coud mow into the whole field
of stae proration | think the federda governmen shout nat
distutb the econony of our county excep when it has to. On

* Oil and GasJournal, Januay 21, 1957 p. 74 Februay 4, 1957 p. 80 See al®
the Economist(London) Januay 12 1957 pp. 113 133
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the othe hand | believe tha the busines concers of our country,
the peopk tha operae the tanke lines the peopé tha produe
the oil, ard all the othe agenciesincluding those of the proratin
boards shoutl conside where do our long-tem interess lie.
Certainy they demanl a Europe tha is na flat on its bak ece
nomically. . . . Now all of this oil mug flow in sud a quantiy
as to fill up evey tanke we hawe operatirg a maximum capacity
And if tha doesrt' occur then we mug do somethig in the way,
first, | shoutl say of conferene ard argumenh and if necessary
we would hawe to mowe in sore othe regian or sone direction
eithe with our facilities or with others But it mug be dore (Public
Papers of the President, 1957 p. 124)

Facel with this barey veiled thred of federd action the Texa
Railroad Commissio shortly thereafte increasd the allowabk pro-
duction for March by 237,0@ barrek pe day ove the Februay figure,
to a point tha was 380,0@ barres pa day ove pre-Sue levels The
big internationd firms favored the increase and independerst were
now willing to go alorg becaus stocls had been reduce ard prices
had beea raisal during the first two montts of the yea (Oil and Gas
Journal, Februay 25 1957 p. 78).

Onee the increag had been put into effect the crisis evaporatd
quickly. With a mild winter, ard more Gulf of Mexico oil available
drains on stocls were arrestd from Februay onwards tanke sched
ules were cancellel on April 18 1957 ard the activities of the MEEC
and its Europea partne organizatios were effectively endel by May
(OEEC 1958 p. 38).

The Emergeng Oil Lift Program illustrates hegemortg cooperatio
a its apogee The United States wasable nat only to stg the British-
French—Israélinvasion of Egygt but, in the wake of the episode to
induce Europea governmert to decice on oil allocations The U.S
governmen usal its own oil companieswith ther tanke fleets ard
its unuse petroleun capaciy & home to supply Europe adequatsi
with oil during the winter. After the beginnig of Decembe 195
policy coordinatimn betwea the U.S governmeh and the multina
tiond companiesbetwea U.S and Europea companiesard betwea
the U.S ard Europea governmert todk plae relatively smoothly
The United States controllel immeng resourcs tha it could redis
tribute a littl e cog to itsef ard was therefoe abk to extrad¢ deferene
from the Europeansin return the United States macde adjustmerg in
its own oil production arrangements

The® adjustmentshowever encountere resistane from domesit
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petroleun produces ard ther politicd allies As with the Anglo-
American Petroleun Agreement it was neithe foreign governmerg
nor the maja internationh companie but the domestt independerst
tha constitutel the maja stumbling-block to federd governmen
plans Federal-sta&policy coordination was 0 difficult that it required
athred of drastt actian to achiee the desir@ results U.S.—Europea
coordination was eay by comparison Successfucooperatio abroal
to cope with interdependergcrequiral decisive politicd action & home

Mandatory Oil Import Quotas, 1959-73

Imports of cruce oil into the United States almog tripled betwea
1948 ard 1957 leadirg to demand for protection from the domesit
oil industy ard from cod produces ard mining unions In 195 the
Eisenhowe Administration instituted a voluntary oil import contrd
program but this quickly proved unworkable In March of 199 a
presidentié proclamation issuel unde the authoriy of the Trace
Agreemerd Extensim Act of 1954 establishd a mandatoy quot
program which was administerd throudh a se of increasingy com
plex regulatiors by the Oil Import Administratian of the Departmenh
of the Interior. This program which remaine in effed until 1973
raisel domestt oil prices abowe the world marke price ard therefoe
encourage U.S domest production while discouragig imports which
rose mudch more slowly betwea 198 ard 190 than they had in the
previows eleven years Imports accountd for 24 percen of totd do-
mestc demam in 1948 165 percem in 1959 ard 219 percen in
190 (Boh ard Russell 1978 tabke 2.1, pp. 22-23)

After 1970 however American domestt production fell, while de
mard continuel to increase Although the quot progran had always
been riddled with exceptionsafter 1970 the® increasd dramaticaly
as its administratos loosend regulatiors to preven suppl shortages
or dramatc price increasein an inflationaly period a& home By 1973
as much as 355 percem of domesit demarl was suppliel by imported
oil. In April of tha yea the Mandatoy Oil Import Progran was
replace by a systen of licens fees which were sufficiently low tha
"by early 1973 the importation of petroleun had returnel to its pre
1957 regulatoy status (Kalt, 1981 p. 8).

Although the mandatoy quota progran was justified publicly on
the ground of protectirg U.S nationd security it seers clea tha
the principd motivation of its chig proponerg was to proted the
domestt oil industy ard the cod industry whos prices had to be
consisten with the price of residua fuel oil. Advocate of the quot
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in Congres wele led by independenSouthwester oil produces ard
Easten cod intereststhe maja companis wetre divided (Bauer Pool
and Dexter 1963/1968 pp. 30-39) Presideh Eisenhowe ard mary
of his top officials had doubs abou the securiy implicatiors of the
proposals Clarene Randal] Chairman of the Councl on Foreiq
Economc Policy, declare tha restrictirg oil imports coud na be
justified "on ground of securiy or those of economg policy™

Ostensibly the progranm is basel upm nationd security but if
domestt petroleum reserve are requiral for our defeng in war,
or our recovey afte war, | do na see hov we advane towaid
the objective by usirg up our existirg reserve (meno of Decembe
26, 1958 quotal by Barber 1981 p. 247)

Attorney Genera William P. Roges severey criticized the repot
on which the final proposéfor import quota was based Eisenhowe
himsef expresse concen abou the effed of quota on depletion of
American domestt reserve ard lamente the "tendencis of specid
interess in the United State to pres almog irresistibly for specia
prograns like this' tha were in conflict with liberd trace (Barber
1981, pp. 237, 251) Yet the Administration feared tha inactian would
lead to Congressiorarestrains tha would provide les leewg for
administratie flexibility then a presidentib directive

The Mandatoy Oil Import Progran was a specid interes action
supporte by the independenproducers—nbthe internationd ma
jors—ard ther allies Indeed in the desigh ard administration of the
program "virtually evely controverg was resolve agains the beg
interes of the origind maja company importer§ (Boh ard Russell
1978 p. 17) As predictel by Eisenhowe ard Randall the progran
did deplee domestt petroleum supplies But evaluatirg its impad on
U.S nationd securiy is more complicatel than merel concludirg that
the progran "drained America first."

Throughot the 196G the quot systen ke imports from rising
as fag as they otherwig would have Boh ard Russdl (1978 estimag
that unde free trade imports would hawe constitutel 61 percen of
consumptia in 197Q compard with actua figures of 146 percemn
in 1970 ard 355 percen in 1973 Thus as compard to free trade
the quot progran meat tha the effect of a disruption in the flow
of foreign oil would haw bea les with the quot than without it;
perhas it coud be arguel tha this improved the American position
in 1967 when a brief ard ineffectud embarg was attemptd by sone
Arab produces after the Jure War. When the 1973 Arab embarg
occurred the quotr mean tha exten of adjustmenrequiral for the
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United Statesard the magnituc of the increasein oil prices required
were less than they would hawe been unde free trade In short the
United State was less sensitiveo a disruption as aresut of the quota

From a politicd standpoint howevey the key isste is nat merel
the economi sensitiviy of the United State to a disruption but its
vulnerability: that is, how effectively could alterel American policies
in the wake of acrisis make availabk sufficiert quantities of petroleun
for the United State ard its allies (Keohar ard Nye, 1977 p. 15)?
An analyss dof this questim for the yeas after 197 is less favorabk
to the quot policy. The depletion of U.S reserve mear tha even
ove a seven-yeaperiod during which world oil prices increasd
tenfold U.S production of cruce oil fell. Imports rose by ove 10
percen in terns of volume (IEA, 1982ap. 376)

The cosk of the quot progran are even cleare when compare
with those of othe prograns tha could hawe been adoptel to achiewe
enery security It has bean estimatd tha replacirg the quoi systen
by atax on consumptio sd¢ to make the averag price of oil during
the 196G the sane as it actualy was would hawe reducel domestt
oil productian by abou 40 percen by 1969 Imports would hawe risen
sharply but the increasd sensitiviyy producel by this shift coud have
bean counteracte by emergeng storag and standly productio ca
pacity, paid for with the proceed of the tax The total resoure cog
would hawe been abou the sane as that of the import quot program
and more reserve would have remainel in the grourd for use when
the "seven lean year§ came A combinatim of a tariff plus storag
and standly capaciy coudd hawe bee even more cost-effectie (Boh
and Russell 1978 pp. 324-28) Sud measurs would hawe depletel
U.S reserve mote slowly, while retainirg the capaciy to respom to
an embargo

The Mandatoy Oil Import Program was na necessani worse from
a securiy point of view than free trace in oil. Unde free trade there
would hawe bean more oil in the ground but nat all of it would hawe
bee available both for physica ard economt reasonsFurthermore
if the consumeris critics of "big oil" in the 195G ard 196G had
succeedg in securirg cheape petroleum consumptio would hawe
risen and overal dependeremight have been even higher Yet abette
American oil securiy policy than the Mandatoy Oil Import progran
could surel hawe been devised as Presideh Eisenhowe was well
aware

The Mandatoy Oil Import Progran does nat constitue an effort
at cooperation On the contrary it was a unilaterd substitué for
internation& agreemesttha would hawe requirel greate adjustmen
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by the United States As such it reflecs the domesit political con
straink that inhibited even hegemort cooperatia a the heigh of
American preponderanceCompare to hypotheticé superio policies
the Mandatoy Oil Import Progran helpal to undermire the powe
of the United States as domestt oil supplies were depleted Thus the
effects of this program as we will see in the nex chapter mack it
more difficult to maintan patterrs of hegemorg cooperatio in the
197G than it could hawe been sine the United States possessk a
smalleg margn of surplws resource to be exchange for deferene ard
new, post-hegemoni modes of cooperatig had nat yet had time to
emerge

CONCLUSIONS

The United States did indeal follow a strateg of hegemort leadersip
during the 1950s America was nat able simply to dictae terms to the
world, but it had multiple ways of providing incentives to othes to
confom to its preferencesIn trace and mone the United States
supportel formd internationaregimeswhile in oil it backel the more
narrowly based company-ra regine ard engagd in independen
action when that seemd necessaryin the shot to intermedia¢ term
this strateg worked the cooperatio tha it fosteral aided the eco
nomic ard politicd recovey of Europe ard Japan and maintaine
the alliance solidarity tha the American governmeh sough during
the Cold War. In the longe run, however its succes was thwarted
sine it neithe institutionalizel an internationa regine tha might
hawe copel with rising threas to the securiy of EuropeanJapanese
and increasingly American oil imports nor did it maintan a strorg
resoure bae for the exercig of American power

The story of hegemonti cooperatia stimulate reflectiors on three
more gener& problens in the analyss of internation& politica econ
omy:. the relationshp betwea powe ard interdependencgehe prob
lem of maintainirg hegemonyand the natuee of connectios betwea
hegemow on the ore hard ard internation& regimes ard cooperatia
on the other

At ore level the® twenty yeas could be describd in terns of the
growth of "complex interdependence,involving growing transna
tional, intergovernmentahrd transgovernmentaelationshigamorg
the advancd capitalis countries (Keohare ard Nye, 1977 ch 2).
Fore was banishd as a direct explict mears of influencee amory
their governmentsard the connectios betwe& domesit politica
econony ard internation&politica econony were close as illustrated
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by the Emergeng Oil Lift Progran of 1956-57 Yet it would be mis
taken to infer from the® patterrs of interdependerectha powe had
bea eliminatal from internation&politicd economy On the contrary
comple interdependencerd the relatively benign attention tha the
United States gawe to the politicd econony of Westen capitalism
restel on American industrid and financid dominanceas well as on
American politicd and military power The Cold Wer legitimatel U.S
leadership but the ability of the United State to carry out its strateg
of redistribution dependd on its own previols measurs to contrd
ard explot oil supplies abroa as well as to ensue the centra positiin
of the United States in multilaterd trace ard monetay regimes As
we hawe seen the United States was less accommodatig when it was
seekimg to establis its positin of dominane than it later becane
after tha position was secure In ead issue-areathe redistributive
phag of U.S hegemort leadership—aidacceptane of trace dis
crimination ard oil shipmens to Europe—followel the establishmein
of American contrd ove the essentibpowe resourcs ard rules in-
volved

During the war American plannes had overestimate British ca
pabilities and had followed a touch line toward the United Kingdom
to ensue tha the United States could secue the rules tha it wantel
in the postwa system The restrictiors imposa by the United States
throuch Lend-Leasgon British wartime reservesard the stringen
terms of the loan grantel to Britain in 194§ reflecta this aim. Only
when British weaknes had bea reveald in 1947 was there a decisiwe
chang towai a redistributive policy in which the United States ex
change tangibke benefis for politicd influence One the dominane
of the United States had becone clear it becane appropriag to shift
from avigorous policy of breakirg down trace barries ard assertig
contrd ove oil resource to one of providing suppot for rebuildirg
Europea economiestemporariy acceptiig discrimination againg
American exports and assurilg Americas allies secue ard reasonalyl
priced acces to oil from the Middle Eag and when necessarythe
Westen Hemisphee as well.

The secon isste raisal abow is the problen of maintainirg he
gemony To be successfuin the long term ahegemort strateg mug
recreag the conditiors for its own existencePursui of a stratey mug
generae strength or hegemowg will eventualy collapse Any strategy
of hegemort leadersip mug therefoe se& to maintan the nationa
bas of resource upm which governmentainfluence ard leaderstp
rest Fram this perspectivethe failure of U.S foreign policy lay nat
in American leadersattitudes towaid internation& cooperationbut
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in therr inability to implemen their preferral policies in the face of

domestt politica constraints Specid interess preventd both the for-
mation of an internation& regime for oil ard the closey relatel im-
plementatia of farsightel strategt policies of conservationwhich
officials of the State Departmen during the war were perceptie ard
public-spirited enoudp to envisag and support The later imposition
of mandatoy import quotas further acceleraté the exhaustio of
American petroleum resource ard therefoe U.S powe resourcs in
the world politica economy The declire of American hegemoy was
foreshadowe in 1945 with the defed of the Petrolemn Agreement
even before the policy of hegemorg leaderstp had beer implemented

Thus the United States contracte a diseas of the strong refusd
to adjug to change Smal stats do na hawe the luxury of decidirg
whethe or how fad to adjud to externd change They do na sed
adjustmentit is thrug upan them Powerfu countries can postpom
adjustment The stronge they are and the less responsie they hawe
to be to othe countries the longe it cen be postponedFa Span in
the sixteenh century discoveris of bullion in America had disastros
effects for Britain in the nineteertt century the existene of the Em-
pire, into which it could retreat fatally delayal an effective nationd
reaction to industrid decline The overwhelmirg economg superioriy
of the United States during the 1950s reinforced by the deferene tha
it receival as the heal of a Cold War allianee and its failure to join
an internation& regime that might hawe exertel sone pressue on it,
allowed it to permt domestt interess to accumulag privileges Sine
hegemos do na face the extern constraing that preven smalle
countries from succumbig to demand of internd specid interes
groups they seen to be particulary subjet to the sclerotc tendencis
tha Mancu Olson Jr, has recenty emphasizé as a soure of eco
nomic declire (Olson 1982 Kindlebergey 1983)

Americas strateg of hegemort leadershipfinally, shows tha he
gemoty ard cooperatia are often complementar rathe than incom
patible Amercian hegemow coexistel easily with extensie cooper
ation mutud adjustmenh of policies took place perhap to an
unprecedentkextert amorg independencountries in peacetimedur
ing the yeas after World War Il. The monetay and trade regimes
built in the 194 and 195G restel on mutud interess as well as on
American power <0 did the U.S.-controlle redistributive arrange
mens for oil. The fact tha the United States was s0 superia to its
trading partnes in competitive ternms mean tha it coud afford to
help rebuild Euroge without continualyy worrying abou the conse
quencs for American businessalthoudn the restrictiors placel on aid
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to the Europea oil industy during the sterling-dolla oil controverg
indicake that where competitos were strong the U.S governmetwas
concernd abou the fortunes of its own companiesPresumatly the
willingness of the United State to provide certan collective goods
sud as monetay stability was enhancd by its size which increasd
the absolug value of the benefis that it receivel from ther provision
even without compensatio from "free riders' (Olsa ard Zeckhauser
1966

Yet ore of the striking things abou the postwa peria is tha mary
of the mod importart goods tha the United State provided were nat
collective &t all. Loars ard oil supplies could be distributel to selecte
recipients countries tha did na behae in ways regardd by the
United State as acceptald coud be excluded The principle of rec
iprocity in trace policy mean tha countries refusirg to abice by GATT
rules ard to liberalize ther practice could be preventd from enjoyirg
acces to the huge American marke on favorabk terms Much of wha
the United State did—providirg tangibk benefis ard receivirg influ-
ence ove the patten of rulesin return—wa arrange in ways designe
to avod rewardirg free riders To take anothe example the Emer
geny Oil Lift Progran of 1956-Y was clearly conditionel on com
pliance by potentid recipiens with U.S policy in the Middle East

Perhap the mog importan collective goa provided by the United
States during its periad of hegemog was the increasd certainy abou
future patterrs of behavio tha hegemow brought As arguel in Pat
I, uncertainy reduce willingness to make agreemerstin world pok
itics. Often simultaneos exchange cannd be made ore pary has
to accep politica or economé “credit’ in retum for benefit tha it
confers Sine no legd systen exist tha can enfore eventué repay
mert agains strorg independenstates ther is always uncertainy
abou whethe the® "debt$ will be repaid ard ther value is therefoe
discounted Hegemon tends to redu® sud uncertainy in two ways
The hegema is likely to be more willing to ente into agreemergtin
which it makes initial sacrifices for future gains precisey becaus it
expecs to hawe considerald contrd ove the behavio of its partnes
in the future it can male life difficult for them if they fail to live up
to therr obligations The smalle states at the sane time, know tha
the hegema is likely to enfor@ a generd patten of rules They may
therefoe be more willing to ded both with the hegemon—because
to the rule-maintainer precederst and reputation are 0 importan
that cheatirg ard double-crossig strategis are costly—ar with othe
countries since the® states may be ket in line by the dominan power
Hegemon therefoe provides wha otherwi® has to be constructd
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more laboriousy throudh multilaterd internation&regimes standard

for conduct information abou otherslikely patterrs of behavior ard

ways of providing incentives to states to comply with rules Theg
effecs of hegemoy may be reinforcal by internation& regimes but

when hegemon is sufficiently onesided as in petroleum formd in-

tergovernmentaregimes do nat appea essential As Realiss empha

size the operatim of internationd institutiors is conditionel by the
distribution ard exercig of power Yet if hegemow can substitug for

the operatim of internation& regimes it follows tha a declire in

hegemoln may increag the deman for internation& regimes Al-

thouch this by no mears guaranteg tha internation regimes will

appea in respone to governmentsneal for them it does sugges
that, after hegemonyregimes may becone potentialy more importan

as mears of limiting uncertaing and promotirg mutually beneficia

agreements
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eQ.

THE INCOMPLETE DECLINE OF
HEGEMONIC REGIMES

As we saw in the lag chaptey U.S hegemort leaderstp fostera a
patten of asymmetrichcooperationin which the United States mack
sone adjustmerg to the need of its allies ard partnes while imposirg
othe adjustmerd on them By the early 195G the® patterrs of co-
operatio were institutionalizel in formd internationaregimes to help
regulae internationd monetay relatiors ard trace in manufacturd
goods in oil, informd arrangememstwere constructd by the United
Statess ard majar internation& oil companis to ensue Westen ard
Japanes acces to Middle Easten oil a prices tha were highly re-
muneratieto the companiesln part cooperatio amorg the advancd
industrializel countries reflectal the complementar interess of the
United State and its partners Given the desie of Europea ard Jap
ane® governmerg to achiee rapid economé growth with democrat
political institutiors ard capitalis economiesthey had goa reasos
to join the Americanocentd system

Thee complementaritie of intere¢ were not entirely natural On
the contrary American leades worked energeticall to ensue tha the
ruling coalitiors in powe in Europe and Japa sympathizd with the
principles tha the United States espouse for the world politica econ
omy. The United State provided mary positive incentives to Europe
and Japan The American governmeh could give aid to Europe ard
Japa without worrying tha this would lead eithe to a we& dollar
or to sevee foreign competition for American industries Europea
and Japanesgovernmentscommittel to both democrat politics and
memberskp in the capitalis world economi system relied on the
United States for military protection ard on economé issues they
realized tha they had to reaty accommodationiwith the United States
if they were to recove from wartime destruction

As the U.S shae of the advancd industrializel countries materid
resourcs fell, American policies change ard the regimes sd up in
the 194G ard 195G began to decay This is, of course wha would
hawe bea predictal by the theoly of hegemort stability, discussd in
chapte 3. In analyzirg this processthe presenh chapte provides evi
dene for two propositiors discusséd in chapte 3. tha hegemow
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facilitates cooperation ard tha the declire of hegemow is likely to
put hegemort regimes unde stress

Neverthelessit would be mistaken to infer from this evidene tha
cooperatia is impossibé without hegemonyWe hawe se@ in Pat Il
that thele are strorg theoretichreasos for believirg tha hegemord
cooperation which relies on a domina powe making rules ard
providing incentives for othes to confom with thos rules does nat
constitue the only possibé form of internation&a cooperation The
argumetn tha nonhegemoigi cooperatia can occur is supporte by
the evidene in this chapte tha the declire of cooperatia was nat
complete Sorre cooperatio persistd in moneg/ ard trade within the
framewok of alteral internation&regimes In petroleum a bifurcated
patten emergedwith the Organizatio of Petroleun Exporting Coun
tries on ore side and the oil-importing countries of the OECD, centere
on the Internation& Energy Agency on the other Although the char
acte df internation&regimes changd in all three are® ove the twenty
yea period in sorre cass dramatically the persistene of attemps at
cooperatia is as markel as the decy of the old regimes

Taken as a whole the argumen of this chapte emphasize the
importane of the key puzzk of this book How cooperatio can take
place without hegemow is an importart and vexing question pre
cisely becaus the is evidene tha the declire of hegemoy makes
cooperatio more difficult. Multilaterd institutiors mug furnish sorre
of the seng of certainy ard confidene tha a hegema formerly
provided Yet evidene tha importari elemens of the monetay ard
trade regimes persiste as hegemoy wanel suggesttha internationa
regimes may be adaptal# to a post-hegemoui era rathe than be
doomel to complee collapse

This genera thernre is supporte by the detailal analyss of this
chapter which shows that the theoly of hegemort stability provides
sorre insighs into changs tha haw taken plae in postwa inter
nationd economt regimes but tha it is nat entirely adequat to
explan thee changeslf the theoy of hegemort stability were wholly
wrong thete would be no reasa to expet tha the demi® of hegerm
ony would make ary red differene in prosped for cooperation If
the theoy were entirely correct there would be no hope for post
hegemort internation& regimes Eithe way it would be pointles to
focus on how cooperatio could take plae "after hegemony. The
contentia of this chapte tha the theoy is partially valid mears tha
the puzzk of post-hegemonicooperatia is significart for an under
standirg of the contemporaryvorld politicd econony ard for policy,
as well &s for theory
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This chapte critically assessehow wel the theoy of hegemorg
stability accouns for changes in internation& econont regimes be
tween the mid-196G ard eary 1980s My emphas will be more
specift than in chapte 3, focusirg on particula change tha todk
plae in the internationaregimes for money trade ard oil. In thee
areas sorre forms of cooperatio declined but othes hawe persistd
and a few cooperatie innovatiors hawe occurred My conclusio is
that as a "first cut' a the problem the cruce theoy of hegemora
stability makes a contribution by pointing to the importane of ma
terid power yet it does nat provide a generé causé explanation of
the changs tha we observe Cooperatia seers al to depen on
expectationson transactia costs ard on uncertainty al of which
can be affectal by internation&regimes Despik the erosim of Amer
ican hegemonydiscod has nat triumphel ove cooperationinstead
they coexist This phenomenonwhich could na be explaine by
hegemort stability theol alone is comprehensilelwhen we combire
this theorys emphas on powe with the functiond theow of inter
nationd regimes discusse in Pat Il. The functiond theory it will be
recalled stresse how internationd institutiors chan@ rationd cak
culatiors of interes ard facilitate mutually advantageai bargairs
amory independenstatesit alo emphasizethe greate eag of main
taining existirg regimes than of creatirg new ones Fram this per
spective the internation&a regimes constructd in the era of American
hegemow are invaluabk for post-hegemonicooperation We neeal
to understad ther evolutim in orde to adaj them to contemporar
powe realities

CHANGES IN INTERNATIONAL ECONOMIC REGIMES

In the mid-196G the internationd monetay regime—tha is, the ar
rangemers governirg balance-of-paymest financing ard adjust
ment—was explicit, formally institutionalized ard apparentl stable
Governmert belongimg to the IMF were requirel to maintan official
par values for ther currencieswhich could be change only to corred¢
a "fundamenth disequilibriumf ard only in consultatio with the
IMF. Betweea the resumptio of dejure convertibility for maja Eu
ropean currencis a the erd of 198 ard the British, French ard
Canadia devaluatios of the late 1960s the® rules were followed
rathe closely parity change for maja currenciswere few and minor.
By the mid-1960s howevey sigrs of stres were appearing American
leades had expresse repeatd concen abou gold outflows ard head
devisel a variely of ingenious if somewhaephemeralexpediers to
improwe official U.S balance-of-paymeststatemerst ard to provide
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for cooperatie actiors by centrd banks or treasurie to counterat
the effecs of destabilizig capitd flows. The Interes Equalization Tax
introducel by the United State in 1963 was supposé to proted the
dollar by reducirg incentives for American investos to purchas for-
eign securitis (Bergsten 1975 Cohen 1977 Eckes 1975 Hirsch
1967)

The trace regine of the mid-1960s centerd on GATT, was basel
on the principles of reciprocity liberalization and nondiscrimination
Partly reflectirg its successworld trace had increasd sin@ 199 a
a much more rapi rate than world production Furthermore tariff
liberalization was continuing following passag of U.S authorizirg
legislatian in 1962 preparatios were going forward for wha would
becone known as the "Kenned Round; which resulta by mid-1967
in substantiktariff reductiors on a wide range of industrid products
Yet, despie its obvious accomplishmenighe GATT tracde regine in
the mid-196G was alread showirg sigrs of disarray Tolerane for
illega trace restrictiors had grown ard few formd complaing were
being processedWha ore observe callel the "generd breakdowm
in GATT legd affairs' (Hudeg 1975 p. 256 was alrea¢y unde way.

The® internation&regimes for trace and monetay relatiors were
highly institutionalized with explicit rules ard widespred member
ship In oil, arrangememtwere less explicit ard less comprehensive
since the rules ard practices had nat been agreel upan a internation&
conference but had bea constructd largely by the maja oil com
panies supporte by the U.S ard Britain and acquiesce in, increas
ingly grudgingly by the still we& producirg countries Thee was no
globd internation&organizatio monitorirg stat behavior Thus on
a striad construction of wha qualifies as a regime it would be ques
tionabk tha an internation&oil regime still existel by the mid-1960s
Neverthelessinformd principles norms rules ard procedurs re-
mained arourd which actor$ expectation converged|t is therefoe
not stretchily the word too far—althoudy perhag it is reachim its
limit—to cal the oil arrangemesta regime®

! Asnotal in chapte 8, the oil regime of the 195G was nat aformd intergovernmenta
regime But its principles ard norms creatél practices and expectationsso it was a
genuire regime nonethelessThe principles and norims were createl ard implementel
by a few internationd companis ard the U.S ard British governmentsBy the eary
197G the regime had clearly broken down The injunctiors applyirng to oil during the
periad of transition in the mid-196@ were quite informd ard loose as compare to
those in the monetay ard trace regimes yet, in contrag with the situation in oil after
1973 it is ther relative clarity ard coherene tha stard out It is usefu to descrite the
arrangemerstof the mid-196G as a regime albet a wes one to highlight contrass
with wha would cone later ard to facilitate comparisos with mone ard trade
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Powe relatiors in this regime were highly asymmetrical The majar
companis possessksuperio information abou oil markes ard tech
nology; in addition they retaina financid resource ard capabilities
in production transportationard marketirg tha the producirg cour
tries could nat match When they were threatend with nationalizatio
and revolution the companis could tumn to the American ard British
governmerd for aid. From the perspectie of the 1980s sorre of the
vulnerabilities of the regime seen evident Formery domestt firms
were enterirg the internationharerain the 1960s reducirg the dom
inance of the "seven sisters, as the large$ companis were called
and the governmerg of producirg countries were becomirg more
sophisticatd as ther elites becane more assertie ard demanding
Yet, for the time being the companis still appeard powerful As
Louis Turng comments "Whateve the weaknes of compary de
fences which is apparenhin retrospegtthe hog governmenrd did na
realizz it a the time. Ther knowledg of the complexities of the
industy was scanty ther experiene of seriows bargainirg with the
companie was limited ard ther awe of the companis was great
(1978 pp. 94-95)

By 198 gred changs had taken place in al three of the inter-
nationd economi regimes Let uslook a theg changsin sone detail

The International Monetary Regime

The rules of the internationhmonetay reginme establishé a Brettan
Woods had bee first bent then broken and finally abandonedThe
pegged-rat regime devisel a Brettan Woods with the dollar linked
to gold a a fixed price had been renouncd by the United State in
1971 ard its jerry-built successocobbleal togethe a the Smithsonia
Institution in Decembe of tha yea had collapsel by early 1973 After
1973 maja currencis or curreng blocs floated agains ore another
their values affectal both by marke forces ard by frequenty extensie
governmenthintervention In 1986 agreemerwas reachd on amend
mens to the IMF Articles of Agreement yet this did na retum the
world to stabk internationd exchaneg rates or multilaterd rule-mak
ing, but merely provided for vaguey defined "multilaterd surveit
lance of floating exchang rates Exchang rates hawe fluctuatad sharply
Even the dollar has displayel large fluctuations while othe currencis
hawe varied even more As compare to its parity before Jure 197Q
the effective exchang rate of the dollar had declinel by almog 20
percenin early 1975 By the erd of 197 it had strengthena by abou
10 percent only to fall badk by early Octobe 198 to a levd abou
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20 percen belov the pre-Jue 1970 rate By 198 it had risen to a
poirt abowe tha of 19707

Yet despie the fad tha explicit, well-defined rules and procedurs
governirg internation& monetay relatiors hawe practicaly vanished
there hasbea continuiy in regime principles First wha Jom Rugge
has called "embeddd liberalism' persists tha is, arrangemesrst fa-
cilitating internationd transaction are "embeddel in acceptane of
the domestt welfare state In the everi of conflict betwea the two,
the internation& systen mus accommoda& demand by powerfu
states to mana@ ther own economis consistengt with ther sociat
welfare goab (Ruggie 1983h Hirsch 1978) Second as Benjamn
Cohen argues "there has been a strorg elemen of continuity' in the
principles underlyirg the regime governirg balance-of-paymestfi-
nancing "In its maintenane of a balane of recognize rights ard
obligatiors for deficit countries the financing regime remairs very
much the sane as beforé (1983 p. 333) Finally, respet for the
principle tha nationd policies may propery be subjectd to inter-
nationd scrutiry continueseven if effective measursto bring inter-
nationa influence to bea on nationd policies are nat implemented
The procedurs for multilaterd macroeconorgi surveillane in con
junction with the IMF, agree upa & Versailles in 198 ard reaf
firmed a Williamsbuig in 1983 attesto the legitimagy of this principle
(De Menil, 1983 p. 37 New York Times,May 31, 1983) Sud
declaratios are of course largely symbolic but even vagte principles
provide some bass by which states cen judge as wel as monitor,
others behavior Internationh monetay cooperatia in the early 198%
is certainy less institutionalizel than it one was ard the rules are
less clear but the degre of discod is probaby no greate than it was
in the yeas betwea 198 ard 1971 thoudh more acue than in the
yeas before the British devaluatio of 1967

The TradeRegime

Tariff levek were lower in 198 than in the mid-1960s &s a resut
of two maja tariff-cutting negotiations the Kenneg¢ Round con
cludad in 1967 ard the Multilaterd Trade Negotiations or "Tokyo
Round; which was completel in Genewa in 1979 Track issueshow
ever, are no longe reducibk to tariff issuesAs Raymomnl Verna has
put it (1982 p. 503)

2 World Financial Markets,Februay 19 1975 Januay 1977 Octobe 1979 May
1983
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With tariffs reducel to tolerabk levels the ascendanproblens
in the 197G included the proliferation of public subsidis in all
their obvious and subtk forms governmentslemand on selectd
enterprise (usualy foreign owned in ther territories tha the
enterprise shoutl limit ther imports ard increag ther exports
the procuremenpractice of stat entities ard the unilaterd ap
plication of quota by importing countries

Between the mid-196& ard early 198G the regime becane les
effective Nationd controk on trade often unde the guise of industrid
policy, proliferatel for a wide variey of othe manufacturd goods
(Bressand 1983) The proportian of trace coverel by governmenta
controk rose sharpy in the 1970s Admittedly, ways were often found
arourd the® controk by ingeniows produces in the newly industriat
izing countries (Odell, 1980 Yoffie, 1983 or by multinationa enter
prises (Vernon 1982 p. 482) In the United Statesliberalian remairs
strorg and the executive brant has sought sometims effectively, to
resig protectionis pressure (Goldstein 1983) Neverthelessmos
observes would hawe agreel with the Managirg Directa of the IMF
when he declarel a a GATT ministerid meetirg in Novembe 198
tha "pressurs for the adoptio of protectionis measurs hawe inten
sified" and tha "thes pressursthreata to fragmen the world econ
omy' (IMF Survey,Novembe 29, 1982 p. 369)

The exten of the® pressurswas evidert a the ministerid meetirg
itself. Sevee disagreemestled the gatherilg to be extende for two
days = tha a consensuastatemetcould be laboriousy worked out
This statemenhrecognize tha "the multilaterd trading systen is se
riously endangeredand tha "protectioni$ pressurs on governmerg
hawe multiplied, disregad of GATT disciplines has increased ard
certan shortcoming in the functioning of the GATT systen hawe bea
accentuated (GATT Focus,Decembe 1982 p. 2). Yet despie ther
recognition of the severiy of the problems the ministes only managed
to respowl to them with generé statemergtin suppot of the regime
and with authorizatio of further studies ard negotiations

To a considerald extent membes of GATT still subscribd in the
early 1980s a leas nominally, to the principles of nondiscrimination
liberalization ard reciprocity thoudh all of the® principles had bee
modified for the less developd countries by the acceptane in 1970
of a Generalizd Systen of Preference (GSP) Quite apat from ar
rangemerd mack with regad to the less develope countries the
principle of nondiscriminatio was unde especial strorg pressure
Sone of the codes adoptel a the Tokyo Rourd permt discriminatian
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agains nonadherentsSo-callel voluntay expot restraing hawe pro-
liferated in effed leadirg to discrimination againg exportes subjet
to them Fa instance the United State forced Japa to agre to sud
restraing on its aub expors to the U.S in 1981 without imposiry
similar restrictiors on Europea producers By 198 wel ove 40
percen of Japars expors to the Europea Communiy wete restrictel
by measurstha violated the letter or the spirit of GATT rules (Econ
omist, Novembe 26, 1983 p. 52). Accordirg to sone observersthe
EEC has bee less inclined than the United State to malke sure that
its protectionis measurs confom to the formd provisiors of GATT
(Vernon 1982 p. 496)

Despit the pressure facing the trade regime dire warnings uttered
in the early 197G that it might collapse—warning utteral chiefly by
liberals who hopeal therely to ward off this outcome—hag nat corre
true, althoudn sud predictiors have seemd increasingy credible Two
clos observes of the regime could in 1983 emphasie its continuos
evolution ove three and a half decads (Finlaysa and Zacher 1983)
ard anothe studen of trade concludel tha the evolution of the trade
regime was "for the mog part consistehwith its longstandig norms:
Changs were more evident in "its rules and sharel expectationsin
major states conformily to the rules and in the sectoraly differen
tiated treatmen of tradal good$ (Lipson 1983 p. 268) Thus the
patten in trade was a mixed ore of incrementaprotectionisn com
bined with the maintenane of a bast liberalism The situation still
resembld Prisoners'Dilemma as discussd in chapte 5, in which
comma interess are recognize by all but are difficult to promoe
through collective action althoudh sonme maja politicd interess were
beginnirg to questim liberalian itself, as they had in the 1930s If
those questiols abou liberalian shoutl turn into opposition to co-
operation the situation would be transforme from Prisoners Di-
lemma into ore with less potentid for cooperatio (Oye 1983b)

It is all too easy in assessip cooperatio in trade to confus it
with liberalization or nondiscriminationBut this would be to conflae
two very differert phenomenaliberals see them as conjoined—ang
in fact, it seens true tha they often go together—btithey are na
indistinguishable Wha mog liberak really sed is harmony which
they believe would be justified on the bass of the principle of com
parative advantageBut harmoty has neve characterize trade poli-
tics. There hawe always bea conflicts of intere$ ard red or potentid
discord Throughot the postwa periad governmerd hawe bargaine
for particula advantagesUntil the late 195G this bargainirgy was
muted by the fad tha the United State did nat sed to hold its majar
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trading partnes to GATT principles as the exampé of the Europea
Payment Union (discussé in chapte 8) illustrates Tariff negotiatios
during the 196G were characterize by a gred ded of disagreement
but ultimately by impressie cooperation mutud adjustmenof tariff
levek did take place In the 197& conflict intensified but the Tokyo
Rourd led to cuts in tariffs to historically very low and economical}
almog insignificart levels Track therefoe provides an exampé of the
point mack in chapte 4 tha cooperatio emerge na from harmony
but from red ard potentia discord

In certan perha pervergways cooperatio hasincreasd in world
trade as protectionisn has risen Considey for instance the interna
tiond textile ard apparé regime which Vinod Aggarwa has carefully
studied (1981 1983) This is the mog importari singke se of sector
specifc rules in world trade In 194 ovea 10 percen of U.S ard
Europea manufacturig secto jobs dependd on the industries ard
thee producs accountd for ove 20 percen of the manufacturd
expors of Brazi and Greee and abou 40 percen of those of Souh
Korea Portugal ard India (Aggarwal 1981 p. 8). During the 197G
this regime becane more protectionist largely unde pressue from
Europea governmentslt was a wed regine in the 1970s but the
trerd in the 198% seemsaccordirg to Aggarwd (1983) to be toward
a stronger tighte regime whos rules would be more precig as well
as more restrictive This prospet suggeds that in textiles it would
be incorred to equae the rise in protectionisn with a declire in co
operation On the contrary mutud adjustmenaf policies amorg the
majar textile and apparé importes continues and may even becone
more effective as protectionisn againg Third World exportes in-
creasesThe purposesof cooperatia have change more then the fact
of cooperatia itself. Nothing could bette illustrate the point macde
repeatedl in this bodk tha cooperatio is na necessaml benign
Cooperatio amorg importes is as obnoxiots to Third World textile
produces or cosmopolita liberal as cooperatio amorg oligopolistic
corporatiors is to ther smal competitos or to dedicate trust-busters

The Oil Regime

Although all three regimes change betwea the mid-196¢ ard
1983 the alteratiors were mog pronouncd for oil. In oil, an old
company-centerkregime was destroye throudh the exercie of pro-
ducers stak powe in a tightenirg oil market Concessio arrange
mens were swep away, operatirg companis in the oil-producirg
countries were nationalized ard the companis los contrd of ther
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relationshi with the® countries(Turner, 1978 p. 70). Governmerd
of oil-producirg countries organizel sinee 198 in the Organizatio
of Petrolem Exportirg Countries (OPEC) securd a substantibprice
rise in negotiatiols a Tehera in 1971 then virtually quadrupld
prices without negotiatim after the Yom Kippur War of Octobe 1973
Prices fell in red terms until the beginnirg of 1979 when the revolution
in Iran providel the cataly$ for anothe doubling of prices to ove
$0 pea barré in early 1980 By the mid-198® nat only the rules of
the old regine had bee discarded differert politica actos seemd
to be dominant Powe relationshig had bea profoundy trans
formed

It would neverthelesbe an exaggeratio to concluc tha the OPEC
states had becone hegemort for the oil system—thais, able to make
and enfore the rules The limitations on ther powe becare clea in
the wake of the price rises of 1979-80 which could na be maintaine
in the face of large shifts in world oil demanl ard suppy resultirg
from the increass in price The oil consumptio of the advancd
industrid countries fell by 7 million barrek pe day (abou 17 percent
betwea 190 ard 1982 Combinel with stok change and increase
in non-OPE supplies this declire led to a fall in OPEC productio
of ove 12 million barref per day (almog 40 percen} ard to significart
declines in prices By 198 internation&oil relatiors were more char
acterizel by a market-and-company-medidténternation& tug-of-wa
betwea produces ard consumes than by the hegemow of eithe
side The politics of the issue-ara had bea transformed but the
outcone of the strugge was na yet clear

As the regime changed s did patterrs of cooperatio ard discod
within the two maja groups of actors—tle oil produces and the
advancd industrializel countries In early 198 OPEC reactel to the
declire in prices ard productio by instituting a nev agreemenon
production quotas designatig Saud Arabia as the swing produce
arnd accommodatig OPEC production as low as 145 million barreb
pe day—aboti 20 percen lower than 198 production ard as low
as the loweg poirt reachd in the winter of 198 (World Financial
Markets, April 1983 p. 2). It is importart to note tha at leas until
this time OPEC had na functional as a genuinecarte| since it had
not controlled the quantiy of production Indeed a the beginnirg of
both oil shocks—i 1973 ard 1979—tte official OPEC price had risen
more slowly than prices on the spd market Rathe than OPEC leadiry
prices up, it had followed them up (BIS, 1982 p. 40). Typically, after
prices were raiseqd demaml fell ard spd prices droppel belov the
OPEC price In the® relatively sladk periods OPEC may hawe helpel
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to keg prices high, althoudn in the absene of effective productin
controk this resut would haw hal to corre abou throudh a com
bination of informd groy pressue on individud produces ard the
beliefs of consumes tha OPEC would someh@& manag to ke oil
prices high in the future

At the time of writing it was too som to tel whethe OPECS 1983
production controk would be more effective than its previows efforts
at creatirg agenuire cartel Wha was clear however was tha efforts
by membes of OPEC to cooperat with eat othe were continuing
and tha mutud adjustmerg hal indeal taken place Cooperatio
amory produces was certainy greate than it had been in the periad
of American hegemony

The first reaction of the advancd industrializel countries to the oil
embar@ ard price rises of 1973 was discordan ratherthan cooper
ative In respons to Arab sanctiols agains Holland in 1973 othe
EEC governmers sough to distane themselve as quickly as possibé
from ther stricken partne ard its pro-Israel policies Britain ard
Frane sough in addition to secue preferenti&oil supplies for them
selves by putting pressue on ther own oil companiesGermary relied
on its ability to pay high free-marke prices to proted itsef agains
shortagesMeanwhile Japa adoptel a pro-Arab declaratoy policy,
which led the Arabs to put it on ther priority list; Japanes officials
ard firms lobbied the maja oil companie for equitabé treatmen
(Stobaugh 1975 pp. 188-92)

In early 197 the United States called a conferene of the maja oil-
consumimy capitalis countries ard later in the yea sixtea of thee
states (with the significart absene of Francé joined togethe in a new
Internation& Enery Ageng (IEA) unde American leadership This
organizatiom oversav the developmenof an emergeng sharirg systen
for ail in afuture crisis ard sough to help governmerg to limit ther
dependere on imported petroleun throudh long-tem measure to
restri¢ demawn ard increag domestt enery supply

The IEA restel on a sd of bargairs amoryg its membersThe United
States regainel the diplomatt initiative and the positin of leadershp
tha it had log in the oil crisis The emergeng sharirg system which
constitutel a maja focus of the organizatiors early work, would
beneft the United States if it were the targe of a concertd ard effective
embar@ by a producerscartel But in the more likely even of a
generd oil shortageor an ineffectively targetel embarg leadirg to
a shortag@ and price rises (as in 1973-74) effective implementatio
of the sharirg systen would mog directly beneft countries entirely
dependenon foreign oil, especiall those withou sufficiert financid
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resources to bid up the price to secue supplies In sud a contingency
oil-producirg IEA membes sud as the United States United King-
dom ard Canae could be called upan to shae sacrifices to sorre
extent with othe membes of the organization In retum for this
insurane policy againg catastrophd loss of imports the oil-poar
membes of the organizatio na only acceptd U.S leadersip but
alo agred in 197 to a "minimum selling pricé' of $7 pe barré for
oil. In the ever of a price collapse this floor would be establishé for
the beneft of thoe membes of the organizatio with energy resource
tha had macde investmerd in the production of domesit petroleum
or clos substituts for it (Keohane 1978)

The IEA performa sone usefu functiors for its members which
will be discussé in more detal in chapte 10 But it did nat exercig
decisiwe influence on the patten of petroleum trade American notiors
of usirg it as a weapm for confrontirg OPEC som dissipate in the
face of resistane from the othe membersThe I[EA's efforts a enery
researbh ard developmehremaine limited in scog (Bobrov ard
Kudrle, 1979) When a secon oil sho& occurrel in 1979 the IEA
was unabe to prevert a doublirg in prices even thoudh the overal
shortfal of world oil supplies following the Iranian revolutin neve
exceedd 4 percent ard OPEC production for the yea reachd a
recod high (OECD ObserverJuly 1980 pp. 10-11) Although the
IEA did take sone informd measurs to facilitate the shipmentof oil
to countries suffering shortagesit neve invoked the emergeng shar
ing system Yet as we will see in chapte 1Q after the outbre& of war
betwea Iran ard Irag in Septembe198Q informd measurs of policy
coordination were taken tha may hawe had sone dampenig effect
on speculatio ard on prices Internation& cooperatio on enery in
1979-80 managd throudh an internationdenery organization did
take place but it was mud less effective than hegemoni cooperatia
had bea in 1956-57

The IEA regime was essentiall an insurane regime Tha is, rathe
than being designe to contrd the ol market the IEA establishd
internd procedurs to shae the cost of an oil suppy disruptian ard
therebyredue the risks faced by individuad consumiig countries Con
structirg an insurane regine na only may redue@ the vulnerabiliy
of its membes in the even of a catastrophebut may al improve
the groups strategt position by makirg it more difficult for ther
adversaris to divide theam throudh specificalyy targetel threats Unde
conditiors of erodirg hegemonyonre shoull expet insurane regimes
sudh as the IEA with its emergeng sharirg system to emerge

Third World oil consumes were left out of both the consumers
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and producersregimes To be sure both coalitiors sough symbolc
suppot from Third World consumersard certan limited schems
were developed—foMoslem countries by certan Middle Easten pro-
ducersand in Centrd America by Venezueh ard Mexico—b cushim
the effecs of price rises Neverthelesslacking powe to influence
events Third World consumes did nat receiwe significart gener&price
concessios from producers nor did the IEA wish to redu@ its own
internd cohesia (alread straing on anumbe of issue} by including
less developd countries within its ranks

Comparing Descriptionsof Regime Change

The evidene tha we hawe surveyel indicates tha changs in re-
gimes ard the new patterrs of cooperatio tha emergedwere quite
differert from ore issue-ara to another In oil, establishd rules ard
principles hawe been swept away by anew growp of countries aspirirg
to dominan status Sine the® countries hawe nat achieve prepon
derance no system-wi@ regime has bee reconstituted Yet the col
lapse of a hegemorg regime has led to new forms of cooperationon
a bifurcated basis within OPEC ard the IEA. The systen as a whole
Is more discordant but within it limited areas of institutionalizel
cooperatio have emerged In the exchange-ratregime well-defined
rules hawe disappearedleadirg to less well-coordinatd mutud ad
justmens of policies Yet the bast principle of embeddé liberaliam
remains and the sane countries are dominant Furthermorethere has
bee a spillover of old patterrs of monetay cooperatia to cooper
ation in managirg the Third World deld crisis In trade even mary
of the rules persist althoudn violations have becone more frequen
and sone new discriminatoy rules hawe bee instituted New forms
of mutud adjustmentas in the proliferation of voluntay expot re-
strains ard the strengthenig of the textile regime hawe appeared
The® qualify as cooperatio accordig to our definition, althoud
they hawe nat contributel to liberalization but rathe to the reverse
They represehinternationa cooperatio constraind by domestt po-
litical ard economgt pressuresthey constitue "second-best(or third-
or fourth-bes) policies designd to adap to protectionis pressurs
without leadirg to atotd collape of the GATT system

In view of the difference tha exid amory issue-areasa theoy
purportirg to explan internation& economg regime chang betwea
the 196G ard the 1983 mug accoun for the fad tha the oil regime
experiencd the mog serios changesfollowed by money ard trade
But it mud als accoum for a rathe complex generé pattern which
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seens evider acros issue-area€On the one hand the old hegemord
internation& regimes in the® area becane weaker sine ther rules
becane in mary respec less clea and whele clear were more often

broken On the othe hand aspird of collap® was avoided attemps$
at policy coordinatim continued often on aless-than-gloldabass ard
with illiberal intentions In sore casesthe® led to new organizations
sud as the IEA, or a leas nominally stronge regime rules as ex

emplified by OPECS 198 production controk ard by the textile/

apparé regine afte the mid-1970s Cooperatia persistedeven though
its purpose were less likely than before to be applaudd by American

liberals ard it did nat always leal to gred successeven in its own

terms

ASSESSING THE THEORY OF HEGEMONIC STABILITY

This section use historicd analyss and comparisos amorg issue
area to assesthe caus&connectios betwea the declire of American
hegemow ard the deterioration of internation& cooperatia in the
world politicd econony sine the mid-1960s My conclusia is tha
some causé linkages seen to exist althoudh they are na as dired
and uncomplicatd as the theowy of hegemort stability would suggest
Furthermore the regime-erodig effecs of hegemorg declire are to
sone extert counterbalanak by the value to governmerd of rules
tha limit playerslegitimae strategis ard therefoe redu@ uncertainy
in the world politicd economyAs hegemow erodesregimes becone
more difficult to supply yet the deman for them base on ther
contributiors to facilitating mutually beneficid agreemeistamory states
persists The theoly of hegemort stability draws our attention to an
importart piee of the puzzle but it does nat provide us with a com
plete theory The insighs of this powe theoy mug be combinel with
those of theories tha stres the value of cooperatio and the functiors
performal by regimes

As we sav in chapte 3, only the cruck versim of the theoy of
hegemorg stability offers nontautologichexplanatios of change in
internation regimes on the bass of changs in the distribution of
world power The refined versim of the theoy does nat make sudh
predictiors ard shoutl be considerd na atheol but merey a frame
work of ideas tha is usefu for descriptim and interpretation but nat
for explanationAs in chapte 3, when | refe simply to the theow of
hegemorg stability, | am referring to the crude bast force mode|
which in its mog highly aggregate form attributes recem changs in
internationd regimes to the declire of American power Wha U.S
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powea created accordig to this interpretation its erosian under
mined This theoy is parsimoniouslf it were corret¢ ard complete
it would be a powerfu explanation sinc it relies on only ore vari-
able—distributio of powe amorg actors—whib operats a the levd
of the systen as awhole

To attribue the decy of the postwa internation& regimes to the
declire of American powe requiresfirst, tha one shaw acorrespond
ene betwea patterrs of regime chang and changsin tangibke powe
resourcesSecond it mug be possibé to provide a leas a plausibe
accoun of how those resoure changs could hawe causd the regime
change tha we observe Tha is, the investigato mug che to see
whethe the correlation betwea declining powe ard regime chang
is na really accountd for by othe forces than thos specifial in the
theory. We will seefor instancetha changsin U.S domestt politics
had importart impacs on internationh monetay regimes in the late
196G ard early 1970s Track regimes meanwhile changd unde the
pressue of changimg patterrs of comparatie advantag ard inter
nationd competitiom (Strange 1979 Branson 1980 Cowhe ard
Long, 1983)

As applia to the periad betwe@ the mid-196G ard the early 1980s
the crucke theol of hegemort stability begirs with the corred asser
tion tha American economt capabilities relative to thos of othe
majar countries declined We sav in chapte 3 tha ameasue of U.S
relative laba productiviy fell from almog three times the world awv
erage in 199 to only abou ore ard a haf times the world averag
in 197/ (tabk 3.1, p. 36). By ore reckoning U.S nationd incone
in 19% was 31 percenof tha of market-econom countries as com
parel to 45 percemnin 196 (Krasner 1982 p. 38);, by another it fell
betwea 196 ard 198 from 259 to 215 percem of the world totd
(Oye 1983ap. 8)2 Tablk 91 showstha U.S gros domestt produd
(GDP) fell from abou 60 to abou 40 percem of tha of the United
States the EEC ard Japan combined betwea 198 ard 1980 Yet
it is alo clea tha the United States has nat becone a second-rat
power "In a wide range of activities it continue to be the world's
mog prominer actor; althoudh "the enormos sladk accordd the
United States throudh the 195G by the absene of ary seriots thred

® The discrepang seers to be accountd for largely by the fact tha the first se of
figures exclude nonmarket-econoyncountries Othe discrepancigbetwea series sud
as the® are often attributabé to the use of different exchang rates ard to differert
ways of valuing outpu in nonmarket-econoyncountries
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Table 9.1. U.S. Gross Domestic Product as a Percentage of the Gross
Domestic Products of the United States, the EEC, and Japan Combined

Series: 1 2 3
1950 69.1 —_ —
1960 62.4 58.0 61.6
1970 55.1 54.0 —_
1980 — 43.3 (1979 40.5

SOURCE Percentagein eat series were calculatel from the following sources 1)
U.S Counci on Internationd Econome Policy series 1971 cited in Oye & al, 1983
table 1-1 p. 8, 2) United Nations YearbookofNational AccountsStatistics,1980 (New
York: United Nations 1982) table 1A, pp. 5-7, 3) World Bank World Development
Report, 1982 tabk 3, p. 115

to minimalig politicd goak or specift economt interess was gore
in mary isste area by the 19708 (Krasner 1982 p. 39).

We mug be carefd na to leg from the® dat abou the declire
in American capabilities betwea 193 ard 198 to an inferene abou
future decling which does nat seen inevitable Nor shoutl we see the
correlation betwea declinirg capabilities and changs in internationa
regimes as necessanl implying a causé relationshp betwea the
two facts We al neal to provide an argumen tha plausiby links
the® two ses of events This, however is difficult to do on the bass
of an overall declire in American capabilities becaus the patterrs of
regime chang hawe been 2 differert acros our three issue-areasAn
aggregat versio of the theoly of hegemort stability does nat dif-
ferentiake sufficiently betwe@ issue-aremto be very credibke as an
explanation of events We therefoe neeal to appl the power-as-re
sourca theol on a differentiatel bass by issue-arealf the theoy of
hegemorg stability is correct there shoud be adiscernibé relationshp
betwea the extert to which American capabilities declinal in an issue
area ard the degre to which the relevar internationareginme changed

It is eay enoudn to gd estimate of shifts in capabilities by issue
area U.S internationa financid reserve fell from 49 percen of the
world total in 199 to 21 percen in 19@ ard 7 percen in 1976
expors fell from 18 to 16 to 11 percen of the world total for the
same years ard the U.S shae of world petroleum productian fell
from 53 percemin 199 to 33 percemin 198 and 14 percemin 19%
(Krasner 1982 p. 38). But it is more difficult to know what they
mean Jom Odel has pointad ou tha using internationd monetay
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reservs as indicatos of powe in the internationafinancid issue-ara
can be misleadirg (1982 p. 219)

By 1972 both Germary ard Japa had greate monetay powe
thanthe U.S, accordirg to [measure of internationé reserves]
... YetJapa ard Germary did na make more active use of ther
apparentlyincreasd monetay power . . . Thisis na surprising
becaus ther monetay powe had increasd less than ther shae
of world reserve had Ther nd influenae ove monetay policies
was diluted by ther continuirg generbdependeneon arelatively

closal U.S economy . . . Internationdamonetay policies are in-

herenty macropolicies Exchang rates cut acros all sectos of

internation& transaction in goods services ard capital . . .
[Therefore] monetay powe shoud coincice with generépowe

more then is the ca® in othe "issues.*

In trade measure of capabiliyy (sud as shae of world expors or
importy mug be augmentd by consideratia of the relative difficulty
to the two partnesin arelationshp of stoppirg transactiosor alterirg
their terms Othe things beirg equa) ore might expet tha the coun
try with the largeg markeé would hawe more leverage but whethe
this is actualy so will depeml on the opportuniy coss to both sides
which will na necessamnl be inversey proportionag to ther sizes It
may be easier unde certan circumstancesto find othe source of
suppy for textiles or food than for oil; and it is certainy more con
veniert to go without peanus or banana than to foregp supplies of
enery or spae pars necessy to make ones econony operae
(Hirschman 1945/1980 Keohare ard Nye, 1977 ch 1).

The® caveas shoutl make us cautiows abou ary findings tha are
claimed to "confirm" the hegemort stability theory Yet it may still
be worthwhile to ak whethe there seerns to be any connectionhow
evea tenuous betwea the rapidity of regime declire in the issue of
money trade ard enery on the ore hard ard measurs of American
capabilities in those area on the other In eat case | compae U.S
capabilitiss with those of its maja industrializel partners the Ew
ropea Economc Communiy (including for all years figures for the
nine membes tha belonge during the 19703 ard Japan For the
monetay area taking into accoum Odell's criticism, | rely on the
figures on gros domesit produd in table 9.1, but | alo use measurs

* Odells criticism, which is well taken was directel a& an argumenin Keohare ard
Nye, 1977
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Table 9.2. U.S. Trade as Percentage of Total Trade of U.S., the
EEC, and Japan Combined (Imports Plus Exports)

1950 33.3 1970 23.5
1960 27.0 1980 22.1

SOURCE Figures calculatel from UN Yearbook ofnternationalTrade Statistics(New
York: United Nations 1981) vol. 1, specihtabke B. pp. 1080-87

Table 9.3. Petroleum Resources in Four Crisis Years

A.- UNITED STATES OIL BALANCE

u.s. Oil U.5. Excess
Imports as Production
% of Capacity as % Net U.S.
Consumption of Consumption Position
1967 19 25 +6
1973 35 10 -25
1979 48 * (c.—40)
1980 43 * (c.—40)

* Exad figure nat available but clos to zero
SOURCE For 1967 ard 1973 Darmstadteard Landsberg 1975 pp. 30-31 for
1979 IEA, 1981 p. 309 for 198Q IEA, 1982ap. 376

B. NET OIL IMPORTS AS PERCENTAGE OF TOTAL ENERGY DEMAND

Ratio of Ratio of
u.s. to U.s. fo
European Japanese

US.  W.Europe Japan Dependence Dependence

1967 9 50 62 .18 15
1973 17 60 80 .28 .20
1979 22 46 75 .48 .29
1980 19 43 69 .44 .28

SOURCE For 1967 ard 1973 Waltz, 1979 appendt X, p. 221, for 1979 calculate
from IEA, 1981 pp. 66 190 309 for 198Q calculatel from IEA, 1982a pp. 93 227,
376 Calculatiors were mack by dividing né imports by totd primary enery demaun
(TPE)
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of the role of the dollar in world capitd markets consistentl with
the point mack in chapte 3 abou the importane of capitd markes

for hegemonyFa trade | use expors plus imports in tabke 92 and

in tabke 9.4 the relative importane of eat of the larges trading ares
as markes for the expors of othe maja trading areas The® figures
are relevan to bargainirg becaus the ability to close off ones markes
to imports is a maja asse in trace negotiatioss ard expors refled
the competitivenes of the econony on the world level In oil, we neal
a measue of American power-resourcerelative to thos of the pro-

ducers as well as in comparisa to its industrialized-countr partners
For the former, | use the relationshp betwea U.S imports ard exces
U.S production capaciy a& home Far the latter, | focus on oil imports
as a percentag of enery demand sine this indicates relative U.S,

Europeanand Japanesdependergon imports

Wha the® figures shaw isthat like changsin regimesthe patterrs
of relative U.S declire in materid resource are highly differentiatel
by issue-ara ard vary accordilg to the measue used As tablke 91
indicated U.S GDP as a proportian of tha of the EEC Japanard
the United States togethe fell from abou two-thirds of the totd in
199 to unde haff in 1980 Yet the dollar remaine the principd
internationd curreng for lendirg ard settlemenof transactionsard
the United States has bea abk relatively easiy to finance very large
currert accoun deficits as it did in 1983 The percentag of Euro
curreny liabilities denominatd in dollars remainel relatively stabé
during the decae of the 1970s In 197Q of Eurocurreng liabilities,
81 percem were denominatd in dollars This fell to a low poirt of
74 percemnin 1973 rose agan to 80 percem by 1976 fell to 72 percem
in 1979 ard rose to abou 80 percen in 1982 By a differert financid
measure the sane conclusim of continuel dollar preponderareis
reached in the eigh yeas betwea 19% ard 198 inclusive 55 per
cert of new internation& bord issue were denominatd in dollarsg
with tshe high for tha periad being reachd at aleved of 64 percemin
1982:

In trade the United States neve had a dominar position as tablke
9.2 indicates The declire of abou a third in its shae of trace was
similar proportionatgf to its declire in GDP, but todk plae from a
far lower basé® In oil, the United Stats bega from a far stronge

® World Financial Markets,Februay 1978 July 1983 Januay 1984

® It would be desirabt to hawe usal figures for EEC track in table 92 tha netted
out intra-EEC trade sine EEC bargainim powe vis-a-vis the United States ard Japa
canna be expectd to be enhancd by increasd trace amorg the EEC members| was

200



THE DECLINE OF HEGEMONIC REGIMES

position but its relative positin fell far more sharpy after 1967 than
it did in eithe mong or trade The ratio of U.S to Europea or
Japanes dependere on oil imports roughly doublal betwea 1967
ard 1980 The decreass U.S ability to contrd the oil market ard
to use this contrd as a soure of influene over Europe ard Japan
reflectad this shift in underlyirg powe resources

In sonme ways the figures underestimatthe changs in trade sine
they do nat refled the growing unity of trade policy amorg the coun
tries of the EEC Aggarwa (198) has shown that this mace amaja
differene in the 197/ renegotiatio of the Multi-Fiber Agreement
sine once the EEC was unified, it controllel more of the relevan
powe resource (marke share in the textile issue-ara than did the
United States The poirt is relevan na only to textiles but more
generally Oneway of illustrating it is to compae the expors to each
other of the United States EEC, ard Japan as a proportian of ther
totd trade ne of intra-EEC trade If we conside this measue for
1981, sone interestiy findings emerge as tabke 94 indicates

Japars well-known dependereon U.S markes is reflectel in table
9.4 what is more surprisirg is the degre of relative U.S dependene
on Europea markets The EEC is large than the United States in
terms of totd product ard its expors in 198 were almog 30 percen
greatey but in aggrega terns it is less dependenon the U.S marke
than vice versa Europe is much less dependenon Japa than Japa
ison Europe The asymmetris of interdependeran trade amorg the
three maja advancd industrid tradirg units now run in Europes
favor, as long as it maintairs a unified trade policy, althoudh this
political advantag may be aresut of economt weaknessas reflectel
in the declining competitivenes of Europea expors in the markes
of othe advancd industrializel countries Indeed this combinatio
of politica strengh and econont weaknes may help to accoun for
Europea protectionismalorg with the familiar characteristis of Ew-
ropean sociey usualy invoked in explanatio of this fact

On the whole the® dat lend plausibility to a differentiatel heg
emont stability theory Powe shifts have been mog eviden in the
oil area particulary with respetto U.S relatiors with the produces
but al with respet to the relationshp betwea the United States
ard Europe As the theol would predict regime chang has al been
mog rapid in oil. In money the mixed patten of shifts in power—

unable however to find sut dag in time series althoudn table 94 repors them for
1981 In considerig relatiors betwea the EEC ard the reg of the world on trace
issues for which the EEC acs & a blog intra-EEC trace should where possible be
excludel to provide an accurat picture of the EECS externé relations
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Table 9.4. Trade Relations Among the United States, the
EEC and Japan, 1981

As % of
As % of Exporters's
Billions Exporter’s Total (1980)

of Dollars Total Exports Product
U.S. to Japan 21.6 9.2 0.84
Japan o U.S. 39.0 25.7 3.38
U.S. 1o EEC 52.4 22.4 2.03
EEC to U.S. 38.5 12.8 1.44
Japan to EEC 18.8 12.4 1.63
EEC to Japan 6.3 2.1 0.23

SOURCE Figures calculatel from Frend Instituie for Internationé Relations 1982
pp. 309 316-17 Only figures for 198l are availabk from this publication

fairly shap on GDP measurs but muted with respetto the role of
the dollar in capitd markets—parallslthe ambiguows changs in in-
ternationamonetay regimes The theoly of hegemort stability would
hawe led us to expet a rathe steag but moderatel pacel declire in
the postwa trade regime reflectirg the shifts in shares of world trade
by the maja blocs ard this is indeal wha we find.

Yet the evidene does na establid the validity of the issue-differ
entiatel theoy of hegemortd stability. Before decidirg whethe the
theorly accouns for the observe changesit is necessarto determire
whethe plausibk causasequencgcould be constructedinking shifts
in the internationa distribution of powe to changs in internationa
regimes ard to conside alternative explanationsespecial}f thos fo-
cusirg on variatiors in policies rathe than simply on power We
therefoe neal to ak whethe the causa argumerg of hegemorg
stability theoy hebp us understad the reasos for the changs tha
actuall todk place in oil, money ard trade The ensuimy discussio
begirs with oil, sine it fits the theoy 0 well, ard then addressethe
more difficult cases

Explaining the Collapse
of the Old PetroleumRegime

The transformatia of oil politics betwea the mid-196G and mid-
198G reflectal a declire in the ability of the United States actirg in
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conjunction with Britain ard the maja oil companiesto male the
rules and suppot the regime OPEC countries particularyy Saudl Ara-
bia, challenge the Westen powes ard the companiesOPEC mem
bers had previousy lacked the ability to captue monopolistc profits
by forming a producerscartel In pat this inability reflectel the rel
ative cohesivenesaf the oil companis during the 1960s when seva
major companis controlled over 90 percem of internationd oil trade
(Neff, 1981 p. 24). This was changimg rapidly by the 1970s indeed
acrucid strengh of the Libyan bargainimg positian in the early 197G
was its "ability to pick off the smalle companies, inducirg them to
sign favorabk agreemergtand thus putting pressue on the recalcitram
majors (Turner 1978 p. 157) We&k self-confidence poa commu
nications ard alow levd of information abou one anothe al played
a role, althoudh the® deficiencies were alrea¢ being correctel by
greate elite sophisticatio and more intensi\e contacs amorg OPEC
members

Yet OPECS earlig impotene was al® a resut of overwhelmirg
U.S power Until the huge asymmety betwea American powe ard
tha of OPEC had bea reducel or reversed massie changs in the
regime could nat have been expectd to occur Without the® changes
neithe foolish U.S tactics nor an Arab-Israel war coud hawe led to
the price rises tha bega in Februay 1971 ard escalatd dramaticaly
in the lag quarte of 19737 Suppot for this assertio may be found
in the fad tha Saud Arabias attemp to organiz an oil embarg in
1967 afte the Six-Day War in Jure of tha year was na taken
seriousy by the OECD countries

Conceivably ore could try to accoun for changs in internationa
oil politics by referene to the erosia of American military powe vis-
a-vis Middle Easten membes of OPEC This kind of analysis a ary
rate would seen mote plausibk as applied to oil than to eithe money
or trade Certainy it had becone more difficult by the late 196G ard
early 197G for the United States to intervere in the Middle Eag than
it had been during the 1950s Arab nationalism the increasig so
phistication of indigenows Middle Easten armies ard the rise of Sovid
political influence ard ability to projed military powe in the area all
made a difference So did British withdrawd from positiors eas of
Sue ard diversion of U.S military forces and attention to Vietnam
after 1965 Josep Nye regard 1971 as acrucid turning point, becaus

" For discussion of U.S tactics & Tehera in 1971 se Schuler 1976 Blair, 1976
and Penrosg 1975
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the departue of the British from the Persia Gulf left a powe vacuun
that the United States beirg unwilling to introduc its own force into
the region relied on the Sha of Iran to fill; "the fall of the Sha
eventualy revealel the true coss to Americas energy securiy policy”
(Nye, 1981 p. 8).

Whethe reliane on British or American military forces in the Per
sian Gulf would hawe alterel the cour® of the Iranian Revolutio is
difficult to determine even in hindsight Indeeq the impad of military
powe on oil politics is unclea in general since it is difficult to emplgy
military force effectively to preven oil embargos ard price increases
During the 197G the United States governmendeclinal to use force
having decidel tha the "cure would be worse than the diseasé. Of
course it is possibé tha the threatto use force would hawe deterrel
embargoesor even rapid price increasesbut it would be rash to put
mud confidene in this proposition Threat whos implementatia
would hawe disastros resuls for the threatene look like bluffs. The
fact tha the Shahs Iran was a strorg U.S military ally in the Persia
Gulf did nat prevert Iran from beirg the leade in increasiwg oil prices
Nor was the Saud regime—a American military ard politica client—
deterr@ from spearheadipthe embar@ agains the United States and
Holland Thus the causélinks betwee& American military powe ard
world oil politics reman somewhéaelusive and obscure

The issue-speciti hegemont stability modé posis a more dired
ard traceabt linkage betwea powe resource ard outcomsa in oil.
As we saw in table 9.3A fundamenth shifts in U.S petroleun re-
source relative to demamnl todk plae betwea 1967 ard 1973 the
United States wert from the positian of having greate oil productio
capaciy than demaml to one of needilg to med a quarte of normad
demarl from abroad In 1967 the United States was "part of the
solution; from the Europea and Japanes point of view, as it had
beenin 1956-57 In 1973 it was "patt of the problem" Itsfundamenth
petroleun resoure ba® had bee greaty weakened As the issue
specific theoly of hegemort stability would predict this chang was
followed by a dramatc shift in powe relatiors within the oil area In
contras to 1956-5 or even 1967 the United States was unabk to
compensa its allies from its own stocls for an oil shortfal resultirg
from a disruptin in the Middle East Shifts in the distribution of
petroleun resource decisivey change the distribution of powe rel
evart to outcoms (prices ard acces to supplie$ in oil.

According to this interpretation the Yom Kippur War was more a
catalys for actin than a fundamenthcause It madce Arab membes
of OPEC willing to take greate risks When their actiors succeeds
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in quadrupliry the price of oil almog overnight membes of the carté
gaina confidene tha they coud cut badk production without beirg
double-cross@ by othe produces ard would beneft from the high
prices createl by ther own actiors in conjunctio with the similar
behavia of others It appeard that by cooperatig with ead other,
OPEC membes could all gain without havirg to take large risks A
self-reinforcirg cycle was launched as increasd underlyirg strengh
led to increasd incentives to take advantag of tha strength Yet as
evens sine 198 hawe shown the erosim of indigenos American
oil resource did nat give produces limitless power

The theoly of hegemort stability coud na explan why no formd
oil regime was establishd before 1974 sine U.S powe in the 194G
and 195G certainy would hawe been sufficiert to organiz a regime
had American domesit politics permitted Yet the theoy could hebp
to accounm for the rise of a nev form of consume cooperatio unde
American leadersip in the IEA, after the 1973 debacle The effed of
OPECGS rise was to limit the scoge of American dominane to Europe
ard Japanwherea it had formerly been worldwide But, within that
circumscribel se of countriesthe United States was still preponderant
sinee its dependere on foreign oil remainel muc less than tha of
Europe or Japan Thus it had the capaciy to exet leadership

A functiond theoy of internation& regimes basel on comman in-
teress would make relativel little contribution to our understandig
of changs in the oil regime betwea 196/ and 1973 although as we
will see in the nex chapter it does help to accoum for how the IEA
was organizel and operatd after 1973 The old oil regine was basel
on highly asymmetricapowe relations only in the contex of theg
inequalities was it in the interess of oil produces to accepthe U.S-
dominate regime Shifts in powet giving produce governmers vi-
able alternative to this regime increasd ther opportuniy coss of
failing to challeng it. In view of the relatively low levd of benefis
tha it provided for them they had little incentive to refrain from
destroyirmg it. The old regime was na sufficiently valuel to be abk to
persist

This exampe illustrates a point mace earlier A functiond theoy
of cooperatio requires as the condition for its operationthat actos
have comma interests otherwise there will be no mutually advan
tageos agreemestfor them to make If powe relatiors chang fun-
damentally bargairs tha were formerly advantageaito both sides
(given opportuniy cost3 may no longe reman sa Agreemert that
reflea the new distribution of powe will haw to be very different
from the old ones It is conceival@ tha both the side whos powe
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was rising ard the side whos powe was falling would recognie
immediatey the characteristis of new agreementsha would satisfy
both ard tha they would negotiat sud agreemerstwithout arupture
of relations Yet in practie thisis very difficult to imagine New powe
relationshig are na fully appreciatd until they are tested Before
1973 almog everyore underestimatd the bargainig powe of oil
producersin 1979-8 this powe was widely exaggeratedOnly after
the oil price rise of 1979-80 ard the subsequendecline were both
the strengtls ard weaknesseof produces ard consumes clearly in
view.

The ca® of oil therefoe indicates why | hawe no intention of seekig
to repla@ a powe theoy with a functiond one In world politics,
powe is always important Any functiond explanationwhich deaé
with the value of a given proces or patten of interaction mug be
embeddd in an understandig of politica structure especialf the
distribution of powe amorg actos (Waltz, 1979 Keohane 1983
Ruggie 1983a) When structue changs radically, the processe ard
institutions embeddd in it will alo be transformed

Interpreting Changesin
the International Monetary Regime

The breakdow of the Brettan Woods pegged-ra monetay reginme
is often attributel to the combinatia of the inheren instability of a
gold-exchang standad ard the policies of the United States partic
ularly its monetay policies With respet to the first point, Benjamn
J. Cohen has summarizd the issue as follows (1977 p. 99).

A gold-exchang standad is built on the illusion of convertibility
of its fiduciary elemen into gold a a fixed price The Brettan
Woods system though was relying on deficits in the U.S balane
of paymens to avet a world liquidity shortage Already, Amer-
ica's "overhang of oversea liabilities to private ard official for-
eignes was growing large then its gold stok a home The
progressie deterioriatio of the U.S né resere position there
fore, was bourd in time to undermire globd confidene in the
dollars continu@ convertibility. In effect governmerd were caugh
on the horrs of a dilemma To forestal speculatio agains the
dollar, U.S deficits would hawe to ceaseBut this could confrort
governmerg with the liquidity problem To forestal the liquidity
problem U.S deficits would hawe to continue But this would
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confrort governmergwith the confidene problem Governmersg
could na hawe ther cale ard e it toa

This situation would hawe mace the internationd monetay regime
of the 196% quite delicae unde the bes of circumstancesAs a
respons to the regimes fragility during the 1960s negotiatios took
place to creaé Specid Drawing Rights designé to provide a soure
of internationaliquidity to sene in lieu of dollars when the U.S deficit
came to an end Whethe this reform would hawe beea effective how-
ever is unclea becaus the conditiors tha it was mear to ded with
neve carme into being Rathe than eliminating its deficit, the United
State let its balane of paymens on currert accoun deteriorag sharpy
in the lag half of the 1960s as a resut of a large budgetay deficit,
exces demaul in the United States and the consequeninflationary
momentum all of which were linked to the Vietham War. When U.S
monetay policy easd in 197 in reactio to a recessionhuge capitd
outflows todk place The U.S decisim of Augug 1971 to susped the
convertibility of the dollar into gold and thus to force a chang in the
Brettan Woodk reginme followed As we hawe seen the Smithsonia
Agreemen of Decembe 1971 to restoe fixed exchang rates at dif-
ferert valuatiors of currencis ard gold collapse within fifteen months
Ore reasa for this collapg was continuel monetay expansia in
the United States and abroad

The theoy of hegemort stability is an unsatisfactor explanatio
of regime chang in internationamonetay relations In pat its defecs
would be share by ary systemi theory sine changs in American
policies affectal decisivey by the natue of U.S domestt politics,
played a maja role in the evens leadirg to the collap® of the Brettm
Woods par-valie system Combinirg an institutiond theor with the
theoly of hegemord stability would nat help to corred this fault,
which simply reflect the limitations on purely systemt theow in world
politics.

Yet the theoly of hegemort stability is deficiert in three othe
respec even as compare with othe systemt theories In the first
place it focuse on change in tangibk resource as the predicta of
change But the resource tha were mog importart to the ability of
the United State to maintan the regine were na tangibk resource
but the symbolt resource tha go unde the rubric of "confidencé
in discussios of internation&financid affairs Variatiorsin U.S gros
domestt produd were less importart than shifts in foreign confidene
abou U.S policy: as a reserve-currenccountry the United States
could generat more internationamone (dollarg as long as holdes
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of dollars believal tha the dollar would retan value compard to
alternati\e assetssud as othe currencis or gold By 1970-71 how
ever, confidene in U.S economt policy, and hene in the dollar, had
becone severgl underminedPerceptiosof U.S policy asinflationary
translate directly into losse of the mog importart intangibke resoure
that the United Stats had commanded confidene tha the dollar
would reman a strorg currency

The secod crucid problem with the explanatio offered by the
theoly of hegemort stability is tha it fails to captue the dual natue
of the U.S powe positian in 1971 On the ore hand as we hawe seen
the U.S positian was eroding Yet to aconsideratd extert U.S weak
nes was an artifad of the rules of the old regime The® rules written
largely by the United State in 1944 to proted interess of credita
countries nov mack it impossibé for the United State to force Ger
mary ard Japa to revalie ther currencis within the framewok of
the existirg regime If the United States wanted to maintan all aspec
of the old regime therefore it had to deferd the dollar through a
variely of short-tem expedientsOnly by breakirg the rules explic
itly—by suspendig convertibility of the dollar into gold—coud the
United States transfom its bargainirg position ard male its creditos
offer concessias of ther own As Henly Aubrey hal pointed out in
1969 "surely a creditors influence ovea the United State ress on
American willingness to play the game accordig to the old conceps
and rules If the United State ever seriousy decidel to challeng them
the gane would take avely differert coursé (p. 9). The United State
thus had a strorg politica incentive to smaé the specift rules of the
old regime even if it had an equaly powefu desie to maintan the
essentilh principles of liberalism Onee the old rules had bea de
stroyed othe governmert had to pay more attention to U.S wishes
insofa as they alo wishal to retain the principles Fa the United
Statesincreasd discod was a preconditim for cooperatiao on Amer
ican terms

The third deficieny of the hegemorg stability theowy in accountiry
for chang in the internation&d monetay systen is tha insofa as it
relies on GDP figures as indices of powe resourcesit overpredicts
regime collapse Although the rules of the Brettan Woods regine were
alteral in 1971-73 the principles of multilateralisn ard relatively
unfetterel capitd flows were maintained After the adven of flexible
exchang rates maja capitd markes continuel to becone increas
ingly open ard elaborag cooperatie networks including privaie ard
centrd banks as well as finane ministries flourished By 1983 the
Executiwe Directa of the IMF estimate tha the daily value of foreign
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exchang transactios in New York was abou $30 billion (De La-
rosiére 1983) Liberalism thoudh embeddd in the welfare stat ard
limited by stae action persisted

This persistene is nat explaingl by the theoy of hegemort sta
bility, which leads us to expet discod ard even closure It is partially
accountd for by the continuel strengh of the United States which
had an interes in liberalism But the persistene of cooperatie regimes
is alo partially explaing by the continuation of sharel interess in
the efficiengy and welfare benefis of internationh economt exchange
Obtainirg the benefits however requires acontinua series of agree
ments—f@ instance to monita exchange-ratinterventions expan
resourcs a the disposé of the IMF, or lend mone to countries in
difficulty in conjunction with austeriy programs To facilitate suh
agreementsan establishd monetay regime with the IMF at its center
is of gred value to all governmerd concernedeven if its rules are les
explicit than they onee were Thus the institutiors of the old par-valie
regime hawe bea adapte to make them usefu in the post-193 world
of flexible exchang rates The maintenane of internationa monetay
institutiors in the tumultuows yeas sine the Nixon Shok of 1971
suggesttha governmergindea value internation&regimes To focus
only on howv hegemos suppy regimes is onesided we mug al
examire the source of demaud for the® institutions

A comparisa betwe@ U.S policies in mong/ ard oil helps us unt
derstadl further the value of internation& regimes In money the
United States continuel to favar a liberd regime but would neithe
suppot pegge exchang rates nar significanty adjug its domestt
fiscd and monetay policies to the demand of its partners Yet mutud
interess continuel to give all participans incentives to suppot lib-
eralism Thus althoudn the post-197 regime was weaker with les
explicit rules than the ore tha prevaile before the Nixon Shock it
remainel liberal In oil, on the othe hand the collape of the old
regime mack it necessar for the United States to take decisie actin
if it were to retan leadersip of arelatively coherehgrou of advancd
industrializel countries It offered to sacrifiee sone of its contrd over
domestt oil suppliesin acrisis in exchang for receivirg the deferene
essentibto creae aregime in which it could exercig leadershipTha
is, the United States was willing to accep more of the coss of ad
justment in oil than it was in the monetay area

This comparisa illustrates in a subtke way, the value of continuirg
internation& regimes to the United States ard reinforces a point macke
in chapte 6 abou the greate difficulty of instituting new regimes
than maintainirg old ones The interess of the Europear ard Japanes
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in a liberd internationd monetay regime coupla with ther belief
tha maintenane of sud aregine was feasible mack them willing to
continwe to cooperat with the United State despie its demaia for a
restructurirg of the old Brettan Woods arrangementsThe United
States did nat hawe to persuad its partnes na to follow beggar-thy
neighba policies in respons to dilemma of collective action in a
situation characterize by arelatively smal numbe of actors a con
tinuing patten of interaction ard substantibcomman interests the
persistene of a regime provided reassurareabou others intentiors
ard practices In oil, by contrast the old regime had collapsé by
1973 Governmerg began to resot to competitive self-hep strategies
The United States consequenyl had to make a substantibcommitmen
of itsown to creae anew consumergegime In the absene of ongoirg
institutions the American governmenhad to take on new contingen
obligatiors (to shae oil in future crises with its partner} in orde to
reassue its allies abou the future ard give them incentives to cooperag
rathe than to defect as in single-ply PrisonersDilemma

Ther is, however a darke side to this happy story This episoe
sugged tha cooperatioa may be self-limiting in world politics as well
as self-reinforcing As notad above the existene of a prior interna
tiond monetay regine mack it easie than it would otherwig hawe
been for cooperatia to continue But, by the sane token the regine
helpal to make it unnecessgrfor the United States to adjug its own
policies to avoid a collapse Its vely stability limited further advancs
in cooperation Cooperatia often builds on itself, but this proces is
by no mears inevitable Sine cooperatio arises from actud or po-
tentid discord seriows discord sud as resultel from the oil crisis of
1973-74 may sometims be necessarto produe a "gred leg for-
ward' in internation& cooperation Internation& regimes terd to
maintan patterrs of cooperationbut they do nat necessaml facilitate
innovative expansion of cooperatia in respons to crisis ard change

Interpreting Changesin
the International Trade Regime

Aswe hawe seenchangsin the trace regime betwea the mid-196&
ard the early 198% were broady consistehwith changs in potentia
powe resourcein the issue-areaAmerican powe resourcs (as meas
ured by share of world trade amorg the industrializel countrie$
declina relative to those of U.S tradirg partners But U.S trace fell
less sharpy in relative terms than Americas shae of industrializel
countrie$ gros domestt products On the bass simply of county
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data the theol of hegemort stability would predid that the regine
would deterioratebut less rapidly than thos in moneg/ ard oil. Fur-
thermore it would anticipae tha the United Statesas it becane les
dominant would alo becone less and less willing to bea a dispre
portionak pat of the coss of track liberalization Sine both of the
phenomea are observe (Krasner 1979 Ruggie 1983¢ pp. 484-85)
the evidene for trade may seen a first to suppot the theory

The issue however is more complicated As tablke 94 indicates the
emergene of the EEC as a coherehtrading bloc has mace a much
greate differene in relative contrd ove resource than would appea
from the county dat alone The distribution of world trade powe
is no longe hegemortd in ary sense unlike the situation in money
ard oil, Europe has a leas as mucd potentid bargainig powe in
trade as the United States does Sone of the change tha hawe taken
place—a in the growing restrictivenes of the textile regime—ae di-
rectly attributabé to increasd EEC bargainirg powe (Aggarwal 1981)
Using the EEC rathe than individud Europea countries as the unit
of analysis the theoly of hegemoru stability would predi¢ more
changsin trace than in money since (despie the Europea Monetay
System there is no comma Europea monetay policy or curreny
and the predominane of the dollar relative to individud Europea
currencis has bea maintained

The® source of complexiy and confusion are compoundd when
we look closey a the politics of trade Pressure for protectionisn
seen to emanag largely from within the maja industrializel countries
createl by industries ard groups of organizel workers that are hurt
by impoit competition In a numbe of industrid sectors including
textiles footwear consume electronics stee] shipbuilding ard re-
cently autos econome distres in the form of surpls productio
capaciy has provided a cataly$ for protectionis measure (Strange
1979 Cowhegy ard Long, 1983)

Classich ard neoclassidaeconomist have se@ protectionisn as a
patholoy of groy politics, driven by demand of individuak ard
grouys for highe and more stabk incomes than they would commarl
in a free marke (Olson 1982) Adam Smith excoriatel guilds for
protectirg the wages of ther membes a the expens of society thoudh
to the advantagehe thought of the towns (1776/1976 pp. 132ff.).
GATT officials now criticize laba uniors ard inefficient industries for
seekirg similar protection and attemp to refute ther argumend tha
sud actiors would increag nationa as well as groyp income Ac-
cordirg to this view, low-productiviy industries faced by dynamic
low-cog competitos from abroad cen only reman economical} vi-
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able eithe by payirg lower wages than higher-productiviy industries
or by reducirg employment Yet the affectal workers and ther po
litical leades may resig eithe measureThis resistane to chang leads
to pressurs for protection "To maintan both the wage differentid
ard the absolué sizz of employmen in the industry protection is
necessary(Blackhurs & al,, 1977) Thus althoudn mog governmerg
of advancd capitalig stats hawe heretofoe shown little enthusiams
for protectionis policies they have bea increasingy goadel into them
by domestt interests

Arrayed agains the® traditiond liberak in the policy debag are
proponerg of active governmentaintervention in the form of "in-
dustrid policy," althoudh this slogan seers to hawe almog as mary
meaning &s it has advocatesFar our purposesthe importart point
is nat the policy disagreemenbut the analytichd agreemenbehird it:
both liberak ard interventioniss$ see the source of protectionismard
industrid policies in increasd competitivenesard more rapd struc
tura chang in the world economy Policy chang resuls nat 0 much
from the declire of American power as from increasd competition
amoryg the industrializel countries ard betwea them ard newly in-
dustrializirg countries Protectim is a way of forcing the coss of
adjustmenont othes (inside ones own countly or outside) a leas
temporarily ard is sough as a shelte from the impad of rapid chang
with which it is difficult for peopé to cope

Mogt explanatios of increasd protectionisn also emphasie the
effects on competition ard surpls capaciy of the recessio of the
post-198 deca@ ard the rise of manufacturd expors from less
developd countries Betwea the end of 1973 and the beginnirg of
1983 red gros nationd produd in the industrializel market-econom
countries grew by barel 2 percem pe year ard in Euroge the recod
was significanty worse Unemploymen rates for the seva larges
industrializel capitali countries more than doublal during the sane
periad (IMF, 1983 tabke 1, p. 17Q ard table 5, p. 174) Despit the
slow aggregat growth of industrid county markets expors from
non-OPE developingcountries increasd threefotl betwea 1973 ard
1983 Sinee thee expors were highly concentrate in sectos sut as
clothing footwear ard consume electronicsthey createl alam amory
import-competig industries ard ther work-forces even thoudh im-
ports by the® countries outweighel their expors in the aggregat
(Belassa 198Q tabk 1, Stein 1981 OECD 1979 tabke 5, p. 24).
Sone of the restrictive measurs of the 1970s particulary the pro-
gressie tightenirg of expot restraing on textiles refled the® pres
sures from dynamt developing-counyr exporters
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Despit the superficid consisteng betwea changs in measurs of
economt powe resource ard trade politics, examinatio of the policy
proces sugges tha pressurgof internationdcompetition ard struc
turd adjustmen provide a bette explanation of the declire of the
trade regime than the theoy of hegemort stability® Certainly the
hegemort stability theoy does nat explan recem changs in inter
nationad trace regimes as well as it explairs changs in oil. As with
the monetay regime the theow is nat disconfirmel by the evidence
but it is alo na very helpfu in accountilg a the levd of politicd
proces for the changs tha we do observe Many maja forces af-
fecting the trade reginme haw littl e to do with the declire of U.S power
For an adequat explanation of changs in patterrs of cooperatia
and discod in trade othe factors—rapil structurd changesdomestt
political and econome patternsard the strategis of domestit politica
actors—woull al® hawe to be taken into account

Even without deviatirg from our systemt perspectivehowever we
can improwve our understandig of changsin trade regimes by thinking
abou cooperatia in ways suggesteé by Pat Il of this book The
theoly of hegemonti stability predict substantinerosio of the trade
regime This has occurred but as we sav above wha is equaly
striking is the persistene of cooperatiopneven if nat always addressg
to liberd ends Trade wars hawe na taken place despie economi
distress On the contrary wha we see are intensiwe efforts at coop
eration in respone to discod in textiles stee] electronicsard othe
areas The outcoms hawe na been modet of pure liberalism but
even the facts adduce to demonstrad the growth of protection—suic
as the one mentionel earlig in this chapte tha 40 percen of Japanes
expors to Europe are coverel by restrictive measures—suggdethe
complexiy of wha has been happeninglf thee measurehad entailel
expot prohibitions the proportion of trade coverel by them would
be the sane as unde pure liberalism namely zerd Tha mud trade
takes place unde voluntay expot restrains ard othe sud arrange
mens reveas the loopholes in mary of thee schems (Yoffie, 1983
as well as the patten of "managd tradé€ tha is evolving Managel
trade relies on a mixture of discod ard cooperationwherea truly

® Se Bressand 1983 ard Cowhe ard Long 1983 In ther vely interestimy article
Cowhey ard Long refer to the theoly of hegemort stability as "Keohanes theory
althoudh they briefly note my reservation abou it. A review of Keohane 198Q would
malke it clea tha | was trying to evaluag the theoy rathe than to propog it as a
valid explanation "We shoutl be cautious, | said "abou putting the hegemord
stability theoy forward a a powerfu explanatio of event$' (p. 155)
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liberd trace depend on harmony In the contemporar world, bar
gaining ove track illustrates the dialectica relationshp betwe@a co
operatim and discod tha was discussé in chapte 4.

Contemporar trace regimes do na creae harmony but they do
facilitate cooperatio by reducimg transactia costs limiting the le-
gitimate strategis availabe to actors ard providing informatian in a
relatively symmetrichfashion They redu@ uncertainy ard risk. Pre
cisely becaus they lessa discord howeverthey may creae incentives
for actos to be exorbitanty demandig in ther bargaininy strategies
as De Gaulke was in the Europea communiy ard as othes hawe bea
since Sud actos may assure tha aregine is sufficiently valuel tha
therr partnes will make concessianto retan it. This puts the latter
in a difficult position As we sawv in chapte 5, reciprocity or "“tit for
tat,' seers to be the mog effective strateg for maintainirg cooper
ation amory egoists This strategy threates increasd discod in re-
spong to defection from the injunctiors of an internation& regime
Againd a myopic partne or a bully, thoe governmert seekimg
cooperatia in the future mud be willing to retaliak in the present
Cooperatio depend on the prospet of discod in the even of ex
ploitation, as wel as on the feasibility of mutually beneficid agreemen
if the parties involved se& cooperationThe fad tha bullying strat
egies are sometims followed, however reminds us tha our functionad
theow of internation&regimes is no more deterministt than a prop
erly qualified version of the theoy of hegemorg stability. Although
regimes can facilitate cooperatioc amory governmert tha sed to
make agreementsthey do nat automaticalf produe it amorg those
whos interess are in conflict or those tha pursie overly demandig
bargainimgy strategies

CONCLUSIONS

The theow of hegemort stability, differentiatel by issue-areamakes
sorre contribution to understandigrecer changsin the internation&
politics of oil, money ard trade It calls attentia to underlyirg powe
factors tha may be overlookel by apoliticd analyss or by thos tha

ignore internation& politica structure Like Realig theory to which
it is closey related the theol of hegemort stability provides a useful
parsimonios bass on which to begn analysis Yet it hardly constitute
an adequa explanation of the evolution of postwa internation&
economt regimes

Only in oil is the theol of hegemord stability consistehna only
with overal trends but with the proces by which change tod place
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The erosim of American hegemomg accouns quite well for the shap
changsin internation&petroleun regimes ove the pag twenty years
As American oil production capaciy declined s did its ability to
implemer the strateg of hegemord cooperation—supplyinits allies
with oil when necessary—thait followed 0 successfull during the
1950s The oil-sharirg provisiors of the IEA can be se@ as an in-
novative more institutionalizel way of pursuirg tha sane strateg
(sina in an emergeng American oil would almog certainy be sharel
with mog Europea countries ard Japa rathe than vice versa) but
in the 197G this was a defensive damage-limitiig insurane strategy
rathe than ore tha could as in the 1950s effectively contrd the
situation by deterrirg delibera¢ produce embargos as wel as pro-
viding effective relief in the even of oil shortages

The theoy of hegemorg stability is less usefu in accountig for
the disintegration of the specift rules of the Brettan Woods balance
of-paymens regime or for the continuirg decy of the GATT-base
trade regime Onre reasa for this deficieng istha as a systemt theowy
it canna take accoumn of domestt political pressuressone of which
aro® from changs in the world politicd econony but which were
affected by the natue of domestt belig systens ard coalitiors (cf.
Gourevitch 1978) Yet evan on systeme ground the theoy is inad
equae becaus of its failure to take into accoum the role of interna
tiond institutions sud as internationheconome regimesin fosterirg
and shapirmg patterrs of cooperationMore cooperatia has persistd
than the theoly of hegemorg stability would hawe predicted Inter-
nationd regimes perfom functiors demandd by state havirg sharel
interests when the regimes alreaq exist they can be maintainé even
after the origind conditiors for ther creation hawe disappearedThis
argumemn was mack on theoretich ground in chapte 6, ard is rein-
forced by the evidene abou the persistene of internation& regimes
despie declines in American hegemony offered in this chapter

Thus the conceptios of cooperatia ard discod ard the functiond
theow of internation& regimes put forth in this bodk help us under
stard the persistene of cooperatio in the contemporaryworld po
litical economy The prospet of discod creats incentives for coop
eration ard a leas in mong ard trade internation& regimes have
bea sufficiently well developd to facilitate a goal ded of coopera
tion—certainy more than would hawe bea predictel by the theoy
of hegemort stability alone Tha cooperatia is na always directel
to liberd purposs shoull na surpri® us sine cooperatio does nat
imply harmoty but rathe a highly contentios proces of bargainirg
and mutud policy adjustment In a periad of economt difficulty,
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governmerg sed to proted ther constituerdg from the cost of ad
justmernt to change A featue of the moden world econony is tha
they hawe dore 0 as mud throudh illiberal measurs of internation&
cooperationsud as the Multi-Fiber Agreemeihand voluntar expot
restraints as throudh unilaterad action leadirg to escalatig discord
They value the rules ard principlesof internation&regimes nat becaus
they point to a new world "beyord the nation-staté, but becaus
they provide a framewok tha facilitates limited cooperatia to sene
stake purposeswhethe liberd or not

This accoun of recen developmergin the world political econony
alw illustrates the significan@ of the legag of internation&institutiors
left to a post-hegemomni world by the era of American dominance
We can only understad the often puzzling mixture of cooperatio
and discod tha we obsere today if we recognie the continuirg
impactof internationaregimes on the ability of countries with sharel
interess to cooperate Whethe the® regimes will be adaptd suc
cessfuly to a world politicd econony lacking a hegema is nat fore-
ordained but depend in substantia pat on human choices Our
awarenes of the valug as well as the fragility, of the internationa
regimes shoutl lead us to make the choices in a farsightel rathe
than myopic way.
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THE CONSUMERS OIL REGIME,
1974-8

In chapte 9 we observd tha substantik cooperatia in monetay
arnd track relatiors continuel to take plae in the 197G ard 1980s
even thoudh establishd internation& regimes were unde pressure
Old cooperatie arrangemesthawe been undermind in mary ways
and the cooperatio tha remairs is nat always orientel toward liberd
ends neverthelessattemps a cooperatia persist Typically, thee
efforts to cooperat arise as we would expect out of discord For
instance economé summis amory the seve large$ advancd indus
trialized countries wete instituted in 195 in reactio to the breakdowm
of hegemort cooperatia epitomizel by the oil crisis ard the break
down of the Brettcn Woods monetay regime The elabora¢ deld
reschedulig arrangemeist devisel by the IMF, centrd banks amd
private banks in 1982-8 constitutel responsgeto the potentia dis-
cord ard the ruinouws financid consequencesha would hawe arisen
had maja countries sud as Mexico ard Brazi default&l on ther
outstandig debts

Neithe of the® maja new internationa cooperatie endeavas
began denovoat the time of distres or crisis The practie of summity
grew ou of informd meeting of finance ministes tha had developd
in conjunction with the IMF in the early 1970s—ad in which two
men who had becone leades of ther governmerd by 195 (Valely
Giscad d'Estaig of Frane ard Helmu Schmid of Germany had
participatel (de Menil, 1983 p. 17, Putnan ard Bayne 1984) The
elaborag networls of interbark cooperatia tha were useal to forestal
a del crisis in 1982-8 built on wha Charles Lipson (198 called
"the internation& organizatio of Third World debt, which had been
developé during less sevee deli rescheduling in the 1970s Coop
eration as | haw stresseddepend both on red or potentid discod
and on institutiond arrangemeisttha facilitate agreemerst by re-
ducing transactia coss ard providing high-qualiy information in a
relatively symmetricé fashion

Theg exampls do not, of course prowe the validity of my poirt
abou cooperatio emergiry from discod or my theoly abou the
functions of internation& regimes As we sav in chapte 9, it is still
difficult to disentang the residud effecs of hegemoy ard of con
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tinued U.S leaderstp from the impad of governmentsjudgmens
that they neal regimes to attan ther own objectives multilaterally.
Recen efforts to cooperat on issues of Third World deli or on oil
hawe centerd on the United State as the leadirg state o they could
be interprete as reflecting the persistene of American power

No decisiwe teg of the independenvalue of the conceptios of
cooperatio ard regimes put forward in chaptes 4-7 is possibé a
this time, sine we are only just enterirg the post-hegemomiera in
the world politicd economy The United State remairs the mog im-
portant stak in the world politicad economy althoudh it is less pre
dominart than before Hegemon by the standard of the 195G has
disappearedbut the United Stats is nat yet an "ordinary country
(Rosecrance1976) To tes my theory ore would hawe to selet a
range of issue-ares significart in world politics during a periad in
which no hegemort powe exercise decisie influence ove the natue
of internation& regimes then we would hawe to exploe patterrs of
internation& cooperatia in each If my thess abou the declire of
American hegemop is correct the 198G shoutl provide an appre
priate periad for sud an analysis but & leas when the researh for
this bodk was being done betwea 1977 ard 1983 it was somewha
early to make sud an assessmentf we dae the clos of the periad
of American hegemow from the late 1960s the postwat internation&
political econony had only experiencd ten to fifteen yeas of tran
sition toward an anticipate future "after hegemony. As we hawe
seen this has bea a disturbel period with the old patterrs of heg
emont cooperatio erodirg ard with the United States continuirg to
be the mog important actor yet lacking the ability ard sometime
the inclination to make ard sustan strong multilaterd liberd rules
We saw in chapte 9 tha this periad of transition could bes be ana
lyzed with a combinatio of the theol of hegemontd stability ard the
theories put forward here abou cooperatio ard internation& re-
gimes

The implicatiors of my functiond theoy of internationé regimes
are therefoe nat testel in this volume This stak of affairs makes my
analyss incomplete but it alo has the advantag tha my predictiors
abou conditiors for nonhegemoniregime formatian are mace before
the evidene for the correctnes or falsity of sud predictiors is avaik
able Thus it is possibé to indicak in advane the conditiors unde
which my forecas$ abou hegemony or my theoly of cooperation
would be falsified.

My forecas abou the distribution of powe in the world politica
econony will be falsified if hegemow is restore in the 1980s The
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retum of hegemog would nat contradi¢ my conceptio of the dia
lecticd relationshp betwe@ cooperatio and discord nor would it
disconfim afunctiond theoy of internationaregimes It would, how
ever make theg contentios less relevant sine the impad of hegem
ony would, as in the 1950s outweidh them We might understad
hegemont leadershp bette from the accoun of the 195G in chapte
8, and our comprehensio of the role of internation& regimes might
be improved by the argumers in Pat Il; but the® additiors to our
knowledg would constitue qualificatiors to, rathe than substitute
for, the bast hegemort stability mode drawn from Realism

My theoy can only be falsified if my estimaé of future powe
realities turns out to be correct—that is, if hegemow is na restored
Thus would the conditiors for operatiam of the theol coneinto being
The theoy would then be disconfirmel if cooperatio were nat to
emerg a all after hegemonyA continud downwad spird into trace
ard monetay wars and "begga thy neighbot policies would con
stitute suppot for the Reali¢ position na for my own. My theoy
would al be falsified if cooperatia were consisteny} to appea in
the "wrong places. For instance | do nat expet mud cooperatio
by large numbes of smal countries without the leadershp of a few
gred powers thus the emergene of a strorg United Natiors led by
smal states or of "collective self-reliancé strategis amorg Third
World countries would coun as strorg evidene againg my theory.
So would a situation in which cooperatio did nat emerg on issue
involving repeatd interactiors over time, but did appea on single
play issue with PrisonersDilemma payof matrices Finally, it would
court againg my theow if mog agreemerstmack amorg governmerg
were constructd na within the framewok of internation& regimes
but on an ad hoc basis eithe apat from establishd regimes or in
issue-ares tha had nat experiencd prior developmenaf interna
tiond networls or institutions

Scholas may later be able to condut a full evaluatio of the theories
of cooperatio ard internation&regimes put forward in this book In
199 they may be ablk to look bad on the post-hegemonierg as |
hawe looked bad on the eras of hegemoy ard hegemort decling
and to undertale an analysis by issue-areaof outcoms relative to
the expectation establishd by theory But this is na possibé now.
What is possible however is to examire more closel the operatim
of the internation& regime centerd on the ore maja new interna
tiond organizatio helpirg the advancd industrializel countries to
coordinag policy in ary of the issue-aremof money trade and oil.
This organizatio is the Internationd Energy Ageng (IEA). In monegy
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ard trade the old regimes constructd in the 194% ard 1950s hawe
experiencd continuos existene throughot the lag thirty-five years
althoudn they hawe evolval substantiail during tha periad of time.
In oil, by contrast thele was a red bred in the early 1970s The
consumersoil regime built arourd the IEA therefoe constituts the
closes exampé availabé of cooperatia "after hegemony. Chapte
8 analyzel hegemorg cooperationard chapte 9 assesskthe con
sequenceof the declire of American hegemopw for cooperationThis
chapte is designe to improwe ou understandig of the post-heg
emont erg thoud on aless comprehensi basis by investigatirg the
IEA-centere@ regime We will examire the activities of the IEA asthey
affectad the politics ard economis of internationaloil relations in
orde to gan sone insighs into how contemporar post-hegemoni
regimes actually operate This is a more modes objective than the
comprehensigtestirg of theory which mug be postponegbut it may
prove enlightenig nonetheless

THE IEA AND THE OIL REGIME

The Internation& Enery Ageny does nat limit itsef to activities
having to do with petroleum but alo undertake prograns in nuclea
energy coal ard unconventionasourcs of energy Our focus here
however is more narrowly on its activities in oil. As we hawe seen
before 197 there were no explicit intergovernmentarules governirg
the behavio of states ard multinationd oil companis operatimg in
this area but the adven of the IEA changd tha situation Within
the framewok of the IEA's founding documentthe Agreemehon an
Internation& Energy Program extensie rules hawe bee developd by
ard for the advancd market-econom countries Sore of the rules
especial}y those governirg the operatim of the agencys emergeng
oil-sharirg system are elaborag¢ ard detailed Thus the injunctiors of
the regine are a gred ded cleare than they were during the crises of
1956-Y or 1973-74

The argumendf this bodk suggestthat the IEA regime shoud tum
out to function principally as a facilitatar of agreemehamory states
The IEA itsef occupis a critica point in communicatios networls
linking enery ministries with ead other and with oil companiesard
could therefoe play a significart role in forming coalitiors of the like-
minded We expet it to redu@ the cossk of transactios amorg thee
actos ard to redu@ uncertaing by providing informatian to govern
ments It may do s by providing rules tha are usel as guideline by
governmerg and complied with becaus of decentralizd incentives
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or it may do 90 more informally, throuch coordinatimm on the bass
of principles but without sud explicit rules We do na expet it to
be an enforce of rules

At the sane time tha we analyz how the IEA functions we can
explor in a limited way the effectivenes or ineffectivenes of inter-
nationd organizatios in the contemporar world politicd economy
The theow of internation&regimes presentd abowe does nat predid
tha an internationd regime sud as the ore centere on the IEA will
be effective My argumenm is tha cooperatio amorg independen
governmert in the absene of hegemonyto achiee joint gains is
possible ard that regimes can facilitate sud cooperatio by reducirg
transaction costs providing information and constructig rules of
thumb to guide bureaucraciin making routine decisionsBut nothirng
has been sad hele to imply tha this will necessayt happen mud
lessthat it will take place automatically If the argumenhere is correct
cooperatio in enery shoutl nat be precludel merey by the principle
of sovereignty and insofa &s it takes place it shout occu nat as a
resut of successfujl enforcirg hierarchica rules but throud facili-
tating agreemerstamorg governmentswhethe by the use of rules as
guidelines or throuch informd coordination

The IEA provides a particulary convenien focus for a study of
regime effectivenesssine its foundirg after the oil crisis of 1973 ard
its activities during the crises of 19 ard 198 provide us fortuitously
with a "before ard after’ researh design It is difficult to malke precie
comparisos amorg the® three crises for differences abound but
they are similar enough—dl originated with red ard prospectie cut
backs in Middle Easten oil production amountiig to betwea 4 ard
7 percen of world production during ther mog sevee months—tha
sone tentative inference abou the impad of the IEA-centerel energy
regime betwea 197 ard 198l can be made!

| will begh by briefly reviewirg the 1973-74 oil crisis as a way of
establishig a comparatie baselire for an analyss of the effectivenes
of the IEA-center@ regime Then | will conside the 190 ard 198
crises in turn. Far eadt of the two episods involving the IEA-centerel
regime | will try to determire whethe the IEA sough to achiee its
purposs principally throudh enforcemenof rules through manage

! My own researh a the IEA was undertaka in 1977 ard agah in 1981 Sine the
activities of the ageny hawe bea less saliert sine 1981 in pat due to the oil "glut
beginnirg in tha year ard my post-198 information would be basel only on public
documers ard secondar sourcesthis accou does nat go beyord the evens of tha
year.
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mert of a decentralizd systen of rules or throudh informd coordt
nation legitimized by regime principles | will alo ak how effective
the organizatiom was in dealirg with the situatiors tha facel it in
19 ard 198Q as compard with the nonregine conditiors of 1973
74. |1 am interestd in regime effectivenes for the light it throws on
nonhegemoigi cooperation My conclusios abou the functiors servel
by the regime ard how they were performed will be compard with
what we shoutl expet on the bass of the abstrat argumerd of
chaptes 5-72

THE OIL CRISIS OF 1973-4

The essentik facts of the 1973-4 oil crisis hawe bee discussé in
chapte 9. An Arab-Israel war, which bega in early October led to
a series of decisiors by Arab countries to redu@ oil production ard
to impos embargos on the United Stateswhich was supplyirg arns
to Israel ard the Netherlandswhich had adoptel a pro-Israel po-
sition in foreign policy ard had in various ways supporte the Israel
war effort. As a result availabe supplies of oil fell abou 7 percen
on aglobd scak betwea Octobe ard Decembe 1973 and by March
1974 were still 5 percem below the Octobe level The availability of
petroleun suppliesin Europe in March was also abou 5 percembelov
that in Octobe (Vernon 1975 pp. 64-65 101 181)

The maja oil-consuminy countries reactel to the crisis in an un-
coordinatel and competitive way. Britain and France joined by mog
othe Europea countries soughtto appeas the Arabs evenif doing
0 mean distancig themselve from the Dutch In early Novembe
the Europea Communiy adopte a pro-Arab resolutian on the Mid-
dle East which led to aloosenimg of Arab restrictiors on oil shipmens
to Europe Japa alo mack pro-Arab pronouncemestin the wake
of the production cutbacks Although the OECD secretarifitried to
provide information to governmerd ard even to propog an oil-shar

2 My mode here is Alexande Georges conceptim of "structured focusel compar
ison;" in which a numbe of cass are addressag with a comma sé of questionsin
this book however thee questios are embeddd within ageneratheory—a functiond
theowy of regimes—thtwas worked out principally in adeductie manner For aconcig
discussia of structured focusel comparison see George 1979 ard for a study in-
corporatirg the method see Georg ard Smoke 1974 It shoutl be notal tha for the
analyss of how regimes operaé the IEA constituts only one case wherea for the
analyss of effectivenes ther are three cass as the units of analysis—1973-741979
and1980
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ing schemeno effective coordinatio todk place On the contrary the
major importing countries ead adoptel a narrowl self-interestd
approach Frane ard Britain sough to pressue their oil companis
into giving them preferentidtreatment Italy, Spain ard Belgium im-
posel restrictiors on expors of petroleum American Japaneseard
German companis bid up oil prices on the spd market Far eath
country in its own way, it was sauve qupeut. As the newv heal of
the IEA wrote in 1975 the OE(D states relied on "uncoordinatd
nationd emergeng measurs tha followed differert patterns involv-
ing the use of quite different measurs and resultig in additionad
distortions (Lantzke 1975 p. 220) The consumiigy countries were
unabk to solwe the dilemma of collective action in trying individually
to sawe themselvesthey contributel to the quadruplig of official
prices (from abou $3 pe barré to almos $12 betweea the beginnirg
of Octobe 1973 ard Januay 1, 1974 During the height of the crisis
spd prices were even higher reachimg $16 to $17 perbarréd (Vernon
1975 pp. 50-51, 68).

Ironically enough it was the much-malignd internation& oil com
panies that savel the OECD countries from the full consequenseof
their own myopic pursut of self-interest The companis generay
ignored demand by governmergto awad preferentidtreatmentbut
followed a rule of trying to redu@ shipmens roughly equaly to all
of ther customersThis practi@ neithe maximizeal short-tem profits
nor respondd to politicd pressurgbut it provided a rule of thumb
tha could be justified as equitabeé in rule-utilitarian terms A Federh
Energy Administration repot concluded "It is difficult to imagire
tha ary allocation plan would hawe achievel a more equitabé allo-
cation of reducel supplie$ (Stobaugh 1975 p. 199) The transna
tiond networls of the companis succeedd&wher intergovernmenta
politics had failed

The 1973-74 crisis illustrates the severiy of the dilemma of collective
action when uncertaing is high ard no institutiors for reduciry it
exist Ead county followed the "defecting strateg of Prisoners
Dilemmag fearirg tha if it failed to try to ge preferentia treatmen
for itself, it would wind up with the "suckers payoff' of oil shortages
The Netherlandswhich sufferal mog from the embarg ard had to
pay premium prices for its oil (Vernon 1975 p. 99), was the "suckel
this time.

The OEMD countries in this crisis had na followed the practie of
Jom Stuat Mill's rule-utilitarian mariner whom we encounteré in
chapte 7. Mill's maring calculatel the Nauticd Almanak before
going out to sea thus permitting himsef to decice on rules of thumb
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for sailing in the ever tha a stom shoutl appear Having no rules
establishedard with ther own severeg) boundel rationality compli
catal by the necessit of negotiatiy collective decisionsthe OECD
countries founderel in the stom createl by the Yom Kippur War.
Nothing could bette reved the potentid importane of internationa
regimes for cooperatio than this indicatian of the significane of ther
absene for discord

THE OIL CRISIS OF 1979

In view of the disastros evens of 1973-74 it is nat surprisirg that
the United States called an internation& enery conferene in Wash
ington in early 1974 or tha agreemenwas reache on an Interna
tiond Energy Program establishig the Internationa Energy Agency,
by Novembe of tha year Clearly, sore internationé regime was
requiral to overcone the dilemmas of collective action tha had been
20 starkly revealel during the precedig months As the leade of
severd interlocking allianee systens involving mog of the advancd
market-econom countries the United States had particula reasos
to be concernd abou the discod over petroleum sine conflicts over
oil had seriows implicatiors na only for the world econony but also
for Americas politicd influence ard the continuatim of its mog basc
securiy relationships

By the erd of 1978 the Internation& Energy Ageng/ was an oper
ationd internation& organizatio with a clea orientation towad fa-
cilitating cooperatio amorg the advancd consumiig countries All
major OECD countries had joined excep for France ard the Frend
maintainel cloe contat with the organizationwhich was housel a
OECD headquarterin Paris The Europea membes and Japa had
successfull resistel turning it into an anti-OPEC organization In-
stead its activities revolved arourd four working groups which con
centratel on developig an emergeng systen for sharirg oil, estab
lishing an information systen to monita the oil market facilitating
long-tem measurs to redue ne& demam for oil on world markets
ard settirg up joint energy researh ard developmenactivities®

The first major tak of the IEA was an exercig in rule-making to
construt the emergeng sharirg system Complex technicé negotia

® This accoun of the IEA as of 1977-B is base on researh dore in the IEA files
and interviews held with membes of the secretarifiin Pars during Novembe 1977
and on Keohane 1978 which repors on tha work. Sone phrass ard sentencgin
the following paragraph are drawn directly from tha article
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tions led to the drafting of an Emergeng ManagemenManual which
was approvel by the Governirg Boad of the IEA in May 1976 This
manué specifi@ the procedurs for handlirg an emergeng and in
particular the relationshig amorg the majar internationd companis
involved in the systemthe IEA, ard governmentsit implemente the
formd provisiors of the Internationd Eneryy Program which em
powe the secretarifiof the IEA to malke a "finding" tha reduction
of oil supplies to the growp or to a particula membe county "has
occurrel or can reasonalyl be expectd to occur; ard “to establif
the amoun of the reduction for ead Participatig County ard for
the group’ (Agreemen on an Internationd Energy Program 1974
Article 19). Sud a decisio can be reversd by the Governirg Board
but only by a specid majority constitutel on the bass of weighted
voting. Unless the secretarinwere politically obtuse it would be al-
mog impossibé in practi@ for its finding to be reversedFinally, one
the emergeng provisiors of the Internationd Energy Progran hawe
bea invoked governmert are unde obligation to take a variety of
mandatoy actions

The formd terns of the Internation& Energy Progran thus represen
aremarkab¢ delegatio of authoriy to an internation& organization
Between 197 ard 197 the IEA usal this authoriy to elaborag¢ a sd
of rules tha were repeated! testel ard modified A numbe of sim-
ulatiors of the emergeng oil-sharirg systemwhich involves elaborag¢
provisiors for reportirg by internationbcompanise and governments
were conducte beginnirg in 1976 By 1978 the IEA regime had all
the trapping of rules couplel with the da$ of supranationalim
provided by the formd authoriy of the secretariato declae an oil
supply emergency

The othe aspect of the IEA's work tha turned ou later to be
importart in the 198 crisis had to do with monitorirg oil markes
and conductig long-tem planning By 197 the Standig Groyp on
the Oil Market had developd an informatian systen to repot on the
extraordinariy delicak subje¢ of oil pricing, which constitutel the
focus of sorre of the IEA's bittere$ politicd struggle in its early years
The Standig Committee on Long-Tem Cooperatio had spert mog
of its energynegotiatilg a "minimum safeguad price;' or floor price
for ail, which som becane irrelevart sine it was sd a $7 pe barrel
But in Octobe 197/ the IEA did agres to sé an overal groy targe
for oil imports of 26 million barrek pe day, up from the 22 to 23
million barres pa day of 1977 yet mud les than the 30 million
barrek pa day projectel a the time on the bass of then curren
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policies’ This was only a growp target sine the organizatio was
unabk to secue agreemenon specifc nationa targets thus it had
less the characte of a sé of rules than of a symbolc commitment
Like the othe accomplishmestof the ageng up to this time, the
agreemenon growp targes was largely the resut of American lead
ership working in conjunction with the IEA secretaribard othe
influentid countries sud as Germary ard Britain.

The oil crisis of eary 190 was na anticipatel by internationa
companiesgovernmentsor the IEA. Companis reducel ther stocls
of oil during 1978 ard when cutbacls in Iranian productia occurrel
inthe fall of that year in respone to strikes ard revolutionay activity,
IEA membes were na inclined to take strorg formd action The IEA
Executive Directa did activae the reportirg systen on suppy ard
stok positions 0 tha the emergeng sharirg systen could be put
into effed later. The genermoad of optimism was reinforcel by the
fact that in the lag quarte of 1978 noncommunisoil production
was 14 million barres pe day highe then in the previows quarter
despie a reductio of 22 million barres a day in Iranian output®

Evens in the first haf of 19 came as arude shock Iranian expors
virtually ceasd in Januay ard February leadirg to a doubling of
spd oil prices Far the first quarte as a whole totd productio in
noncommunisarea fell by abou 2 million barres aday (or 4 percent)
Despik the IEA, the respons to this shortfal was mud the sane as
it had been in 1973 oil uses scramble to ensue supplies for them
selves & whateve price had to be paid In sorre respectsindeed the
situatian was worse sine the internation& oil companis controlled
only abou haf of the oil in internation& trade rathe than the 90
percem or 0 tha they had distributed prior to the 1973-7 crisis ard
long-tem contracs had becone less importart (Neff, 1981) Thus it
was mote difficult for the internation& companis to allocat supplies
as they had in 1973-74 the markd was characterizé by greate
fragmentationuncertainty ard rigidity. Even arelatively smal short

* In the wake of the ol price rises of 197 ard the world recessin of 1980-82 the®
forecast appeaextremey high In 198 OPEC production had fallen abou 30 percen
to 225 million barres pa day from the pe& of 314 million barres in 1977 (IFRI,
1982 p. 31) This was aresut of wed dema for oil, na shortage in supply

® Badge ard Belgrave 1982 p. 104 | rely heavily on thiswork as areliabl publishel
accoun of the 190 ard 198 crises Ore of the authos is an IEA official, the othe
closel linked to oil companis ard the British governmentard its accout correspons
well with the information | gained on a visit to the IEA in May of 1981 Fa othe
accountswith muc the sane messagese Deeg ard Nye, 1981 ard Foreigh Policy
Resear Institute 1980
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fall of production createl a massie problen of collective action or
what Badge ard Belgrawe cal a "chan reactiori (1982 p. 107)

Sorre of the majors were deprivel a a stroke of an importan

patt of ther supplies . . . Independenrefiness feara tha they
might hawe to shu down Stae refineries with Iran as ther soure

of supply unde government-to-governmercontracts did nat

know whete ther nex carg of crude was comirg from, nor did

those independerstwhich had chosa to operag a low margina
prices without contractsRetailes of oil productsfearing ashort
age placal maximum ordes on therr suppliers Find customers
large ard small hurried to fill ther tanks

Governmerg ard the IEA were slow to reac to this situation Dif-
ferert governmerg adoptel divergen stockpiling policies The United
States continuel to stockpik large quantities of oil in Decembe ard
January endirg this practie only at the erd of March Belgium ard
Swed®e permittel companis to draw stocks down below the 90-day
compulsoy level but Germary did not The United States could nat
hawe usal its stocls in ary ever becaus the Departmet of Energy
had na installed pumgs to ge stockpilel oil out of the grourd (Mancke
198Q p. 39 Badge ard Belgrave 1982 p. 107) On the whole both
private and official entities were addingto ther stocls a this time;
governmerg ard the IEA secretariawere slow to recogniz the im-
portane for oil prices of the® uncoordinatd actions®

The competitive scrambé worsene in the secon quarte of 1979
Facel with a choie betwea paying highe prices or suffering short
ages companis ard governmerd drowe oil prices highe by buying
petroleum inthe spd market Asin 1973-74governmergput pressue
on companis to give them preference Britain restrictel North Sea
exports Japa coordinatd a progran of oil purchasig by its com
panies ard the United States in effed subsidize increasd purchase
of heatirg oil. The mog innovative and potentialy usefu suggestia
for dealirg with the price problem throudh coordinatd action came
ironically enough from France the one maja importing county tha
was na a membe of the IEA. This proposal which called for a
maximum frontier price for imports "founderel on a genera skep
ticism tha sud a systen could be enforca&l and German (ard by the
summej U.S belid tha they coud afford to buy ther way out of

® This sentene and much of the reg of this chapte draw heavily, sometims verbatim
on Keohane 1982d
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trouble (otherwig known &s 'letting the marke work')" (Badge ard
Belgrave 1982 p. 114)

This combinatim of speculatia ard panc drowe oil prices much
highe even in the absene of a shortfal of suppy as compare to
demand Productim in the secon quarte was equé to the levd of
the fourth quarte of 1978 ard productio for the entire yea increased
by more than 2 million barres pa day (4 percen) ove 198 while
consumptio barey increasd a all. Remarkably productio actualy
exceedectonsumptio during 198 as a whole (IEA, 1980 p. 12)
Yet prices doubled It is no wonde tha sobe observes conclue tha
in 19 "the industrializel countries of the OECD inflicted on them
selves ore of the mog disastros evens in ther economt history'
(Badge ard Belgrave 1982 p. 95).

During the crisis the IEA attemptd to suppy governmentswith
information on the oil markets especialf the spd market Theg
efforts, however were relatively ineffective party becaus unantict
patal changs in the markes todk place with bewilderirg speedard
partly becaus companie ard governmers continuel to compee for
availabk supplies In March of 198 the IEA attempte to ded with
one aspetaf the crucid problem of collective actin by implementirg
apolicy of demanl restraint seekig to redue the import demanl of
its membes by 2 million barrek pe day. But, like earlig group targets
this resolution createl only an overal god rathe then specifc objec
tives for individud countries it therefoe imposel on governmerg
wha ore representatie referral to as a "political nat a legd obli-
gation:" Sine it entailel no red commitmentsit provided no assur
anc to ary given membe tha its partnes would redue ther demarl
for oil, ard no incentives to redu@ ones own demanl in orde to
presere a reputatiom for keepirg commitments It therefoe did nat
alter the structue of the problem of collective actian or the dominane
of a "defecting solution for governmerg whose publics resistel sac
rifices. By the erd of the yea it was clea tha the resolution had nat
bea particulary effective The overal levd of IEA imports was abou
1 percen highe for 19 than for 1978 reflectirg increase in imports
by mog members Consumptia did drop in the fourth quarter but
this declire was the resut more of adoublirg in prices than of effective
governmentameasurs to restran demand.

" For the final 19 figures se IEA, 1982a tabk 6, p. 21 | hawe compard thes
with 198 figures which are nat compiled in a single table but appea in the county
tables in IEA, 1980 Far a brief discussia of declines in consumptio during the lag
quarte of 1979 see OECD Observer,no. 16 (July 1980)
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The mog remarkabé aspetof the IEA's behavio during the 19
crisis was na wha it did, but wha it did na do. Despie the effort
tha had bean devota to establishig an emergeng oil-sharirg systen
ove the previows years this arrangemenwas neve activated No
findings were mack by the secretarigtard no votes were taken Despie
the nomind importane of the elaborag rules for crisis management
the ageny resortel to attemps a informd coordinatio rathe than
eithe enforcirg its rules or usirg them to guide governmentsand
companiesactions The relevane of this episoe to our therre justifies
a rathe detaile discussion

The Internation& Enery Progran provides tha if any membe of
the IEA suffers an oil supply shortfal of more than 7 percentit can
reques the secretariaito put into effed the emergeng sharirg system
This provisionwas included to enabé the organization to counterat
selective embargos by oil producerssud as the one tha Arab OPEC
countries mountel agains the United States ard the Netherland in
1973-74 Yet becaus the meaniryg of a deficieny is unclear this
selectiwe triggering provisian does nat necessaml sene the purpo of
equalizirg burders amorg IEA members Countries with tight price
controls for example could creae the appearane of a deficiency
becaus sut controk would stimulae consumptia while turning
awyy sellers The shortage experiencd by any sud country, therefore
would be a self-inflicted consequere of nationd policy. From the
market-orientd perspectie of dominarn membes of the IEA ard of
the secretariatit did nat seen appropria¢ to use the IEA's emergeng
procedurs to ded with sud supply deficiencies but no caveas re-
gardirg price controk are to be found in the languag of the Inter
nationd Enery Program

The issle becane relevan in the winter of 1979 In Februay of
tha yea Sweden which maintainel a systen of oil price controls
complainel that it was suffering a 17 percen shortfal of supplies for
the first quarter The secretaria$ reaction was to argue tha anominad
shortfal was normd for Swed@e during the winter, owing to seasona
variations Becaus ports in nhorthen Europe becone blockal by ice
thes countries normally build up stocls in the summe ard drav them
down during the winter. From Februay to May 19 the secretaria
negotiate with the Swedi$ governmento adjug its calculatiors of
supply patterns in an attemp to avoid a formd reques tha the
emergeng systen be triggered

Finally, in May 1979 Swede did cal for activation of the emer
geny system noting a reductia in first-quarte suppy of 98 percent
after adjustirg for seasorlafactors Fou days late the governirg
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boad declinal to accep this requestbut called on the secretarig"to
examire the cag of Sweda furthe ard to consul with oil companis
as provided in Article 196 of the InternationbEnergy Progran Agree
mert in orde to obtain ther views regardimy the situation ard the
appropriatenesof the measurs to be taken.® The secretarifitook
the view tha thele had indeel bean a 7.7 percem shortfal in Swedi
first-quarte supplies after a 12 percem seasoriaadjustmentand that
in strictly statistic terms this shoud trigger the system But its "quak
itative judgment was tha the situation was improving ard tha the
trigger was therefoe na necessarylnformd discussioa were taking
place with the companiesClearly, the secretarinengagd in adelicae
proces of bargaining with the intentin of persuadig Sweda to
relax its price controb somewhaard the companis to make sone
compromise on price During the summe the isste disappeared

The secretariasubsequenglconcludel tha the governirg boad of
the ageng had the legd authorily to activae the allocation system
But, from the secretarias’ perspectivesud actilm would hawe bee
a huge gamble Hoardirg ard pant coud hawe bea the initial re-
action worsenimg the situation In the absene of sufficiently clea
rules on prices ard costs it might hawe been difficult to read price
agreemerst tha would restran spd markets sone countries might
not hawe had legd authorizatio to participae in areallocatio systen
that was activatel by an overal shortfal of less than 7 percent ard
produces could hawe been goadel to counteractionlf the systen did
not work, confidene in the IEA's emergeng systen as a respons to
larger-scat disruptiors could have been lost and the IEA itsef might
hawe bea in danger Clearly, the less risky coure was na to implemen
the formd rules

The mog powerfd membes of the ageny agree with the secre
tariats conclusion Fa the reg of the yea the IEA relied on informd
consultatios with oil companis ard governmentspersuadig holdes
of oil to make ad hoc adjustmentsrathe than seriousy consideriig

8 This quotatio ard othes tha appea in this chapte without citation cone from
internd IEA documentsl was given accesto IEA documers on condition tha | would
nat cite particula documers and tha | would submt my notes to the ageng for factud
review before usirg them as the bass for publishel works No agreemenwas mace
giving IEA officials ary right to reviev or challeng ary interpretatios or argumerg
tha | might make Acces on similar terms has been grantel to Professo Pete Cowhey
of the Universily of California San Diegg ard perhap to othe scholas as well. For
a more complee statemenof the terms unde which | operate both in 1977 ard 1981
se Keohane 1978 p. 933
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forma implementatio of eithe the selectie or the gener& sharirg
arrangementsin light of this experiencethere appeard to be little
prospettha the sharirg systen would be formally activatel in a crisis
involving an overal shortfal of less than 7 percentAdhocapproache
were se@ a mote prudent

Thus the IEA did na hold itsef or its membes to the letter of its
rules when to do 0 coul hawe threatend the organizatiors existene
aswell as its alreaq limited ability to inspire confidene in the efficagy
of its actiors ard the perspicacit of its judgment IEA rules servel as
symbols usal by the custodias of the regime to legitimize ther be
hind-the-sceneattemps to facilitate agreementsAs we hawe seenin
19@ this informd action led to resuls tha were only marginally; if
a all, better than in 1973-74 Spd prices skyrocketd in respons to
a chan reaction begwn by relatively smal ard very short-lived suppy
shortages OPEC did nat ad as a strorg carte| on the contrary its
prices simply followed the spd prices upward with sorre delay The
inability of the consumiig countries to overcone the dilemna of col
lective actian by coordinatig ther own policies was a decisive caug
of the doublirg of oil prices during 1979

THE MINI-CRISIS OF 1980

In the wake of the 19'@ disaste the IEA sd abou "plannirg for the
nex war." At the Tokyo summt the United States proposd tha
demar for oil be restraine throuch the devie of oil impott targes
agreel upa county by country The targes for 198 were formally
approvel by the IEA in Decembe 1979 Stockpilirg issue were alo
a concen a Tokyo. Not only did stockpilirg in a time of shortag
raise spd marke prices but it could als lead to increassin the prices
containel in longer-tem contracts By the erd of the yea membes
of the IEA had apparenyl reachd a consenssitha uncoordinatd
stockpiling actiors by the private secto presentd a problen with
which the ageng shoud deal

As we hawe seen the problens of excessie final demal for oil,
and of stockpiling were both problerns of collective action Individud
actors seekimy rationally but in an uncoordinatéd way to proted
themselvesworsend mattes for everyone But the measurs adoptel
by the IEA to ded with the® issus diverged To dea with exces
demand a rule-orientel solutilm was chosen Ead county was to
commit itsef publicly to a particula oil impott target Its reputatio
would therefoe be at stake presumalyl giving it incentives to comply:
The modeé was nat ore of centralizel but of decentralizd enforce
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ment in which the IEA itsef would hebp negotiag the origind targes
ard monita compliane with them Far stockpiling on the othe hand
purely informd arrangememstwetre to be relied upon no formd rules
were laid down for secretarinaction which was to take the form of
ad hoc ard informd diplomacy

A gred ded of effort was devotel to the rule-orientel targetirg
exercie by the IEA secretaribard governirg board Yet even as they
were taking final form in Decembe 1979 the targes were recognize
by officials as beirg too high to constitue effective constraing on
imports Mogs governmerd were carefu to negotiat targes that pro-
vided them with a "margn of safety’ Two cloe observes hawe com
mental tha the targes endorsd by the IEA limited nationd imports
"to levek which even then seemd unlikely to be reachd in ary cag
a the new prices ard which in the evert were neve approached
(Badge and Belgrave 1982 p. 114) This seens to be true for the
United States whos actud 198 imports were 23 percen belov
target ard for the eight EEC states tha als belorg to the IEA, whose
imports were 11 percen lower than targeted It may not, however
be true for Japanwhich the secretaribexpectd as late as early 1981
to exced its target ard whosefinal imports were less than 4 percen
below it.” Demanl for oil was restraind nat o0 much by the high
targes as by the unwante 19D rise in prices

The governirg boad of the IEA, proddel by the United States
continuel to discus the targetirg issue In Decembe 19 the gow
erning boad had agree to monita nationa impotrt policies quarterly
During the sprirg of 198 the secretarinsough agreemenon a sd
of objective criteria for the determinatio of county targets rathe
than letting them be establishd throudh a politicd processThis pro-
posa was resiste by all importart membes of the organizatio excep
for the United States It was eventualy agree that the secretarifion
its own authoriyy would prepae estimats of the expectd oil require
mens of eah IEA country but tha theg would nat be regarde as
ceilings unles or until ratified by ministerid action No individud
country targets were adoptel for 1981 or 1982 despie American
pressure By the erd of 198 the emphas of the IEA's long-tem
stratey had shifted away from county targetirg to a more genera

® The targe figures by county appea in IEA, 1979 table 2, p. 14 Actud 198
imports are given in IEA, 1981 tabke 6, p. 21 Putnan ard Bayre (19849 discus the
negotiatios at Tokyo (Jure 28-29 1979 ard point out tha Japars targe was lower
relative to the level of imports tha could be expectd in the absene of constraing
than were tho of the United State or the EEC
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encouragemarof structurd chang through annué reviews of county
programs When the Reaga Administration indicatel that it did nat
care abou individud county targets sone membes of the IEA see
retarid as well &s officials of severacountries breathd sighs of relief.

The fate of the targetirg exercie helps to emphasie the difficulty
of constructig ard applying meaningfli rules in world politics, in the
absene of an effective hegemorg power The United State attemptel
to exercig leadershipbut found itsef without followers on the issue
The only significan@ of the targes tha were adoptel was symbolig
since they were 20 high as to be operationalf inconsequential

This does na mean that the targetirg exercig was worthless if we
examire it from a more politicd ard les rule-bourd perspective
Targes were politically usefu becaus they raisal the saliene of en
ergy questios in the U.S governmehard provided politicd ammu
nition for officials who were seriols abou promotirg enery conser
vation ard othe measurs of import demanl restraint They alo
helpal promot coalitiors for oil conservatia betwea U.S officials
ard thos in othe IEA governmentsFurthermoretarges provided a
highly visible se of internationd commitmens to energy conservation
This helpal the Saudis who had long pressd publicly for importing
countries to exercig sorre demal restraint Targes indeel constt
tuted symbolt politics; but, in this context symbolisn was importart
as away of facilitating cooperatiort’

This defeng of the targetirg exercig is quite persuasiveWhat is
mog interestiig abou it for our purposeshoweveristha the assertd
gairs from it hawe nothirg to do with using an internation& organt
zation to limit governmentaautonony throudh the imposition ard
enforcemenof rules The principd politica justification for the tar-
geting exercig was na tha it establishd binding controk on nationad
oil imports but that it provided a rhetoricd environmen in which
transgovernmentaard internation& cooperatio could take place
The IEA was usal as a facilitator of agreemerstwithin ard betwea
states rathe than as a quasi-government

At the sane meetirg a which 198 impott targes were approved
the secretaribsecurd membersagreemetto aproposatha it "sedk
to devel@ a systen of consultatio on stok policies amorg govern
ment within the IEA and betwe@ governmerg ard oil companies
evaluae the 90-dgy emergeng resere level ard develp othe pro-

) am indebtel to former Undersecretgrof Stae Richad N. Coope for mary of
the points in this paragraph
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posas for an effective ard flexible stok policy' (IEA/Press 1979 no.
28, p. 5). This decisio led to rathe intensive discussion ove the
nex nine months During the winter of 198 membes of the secre
tariat developd a wide range of proposas tha entailel institution
building and rule-making Sorre working papes even suggeste that
an internationd buffer stok of oil be managd directly by the IEA,
rathe than leavirg stockpilirg solely to nationa governments

Reactios by membe governmentsarnd apparent} by high secre
taria officials, to the® ambitiots proposas were negative Membe
governmers fearal excessie bureaucrat interferene with markes
ard an inordinak increag in powe for the IEA secretariatinsteal
of endorsiig theg schemesthe governirg boad agree in May 198)
to an informd arrangementpresentd in an optiors pape as the
"minimum option:' This involved the developmenhof an informatian
systen ard the schedulilg of regula discussion of stockirg problens
in the Standig Groy on the Oil Market, but it did nat provide for
clea criteria governirg the use of nationd stocks mud less for stocls
controlled by the IEA itself. The core of the policy was a complex
informd systen in which governmentsthe secretarigtard the com
panies would consut ore anothe in orde to harmoniz IEA and
governmehpolicies with thoge of the oil industry The secretarittried
to encourag companis to maintan ther high stok levek in spite of
a growing softnes in the demaul for oil; the idea was to encourag
an anticyclica stocls policy—nbuilding during sladk periods ard draw
ing down during tight markets—rathethan the opposie behavia
that had been 0 evidert in 1978-79 The governirg boad was unabk
to agres on a forthright statemetsupportirg high stok levels but it
did endorg the secretarias’ consultatie efforts

Thus the IEA's activities in all three area of majar emphasis—té
emergeng sharirg system demamw restraint and stockpilirg poli-
cies—displayd gred similarities in outcoms despie different patterrs
of politicd activity. In eat case rule-orientel solutiors were pro-
posed As we hawe seen sud rules were developd in advane for the
emergeng systen ard cobblel togethe hastiy in 190 to achiewe
demam restrairi through targeting Only on issues of stockpiling were
rule-bourd proposa consistentf rejected Yet the resuls in all three
area were in the end similar. the rules were neve implemente
strictly. Whete rules had been adopted they eithe were nat activatel
or were nat vety constrainiig on governmentsThe principd energis
of the secretaribwere devotel to informd coordinatim employirg
rules symbolically rathe than to rule-enforcement

In Septembe 198 hostilities broke out betwea Iran ard Irag, ard
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by the erd of Octobe a full-scake war was cleary unde way. By early
Novembe oil expors from the belligerents which had amountd to
4 million barrek pe day prior to the fighting, had ceasedcontributirg
to a reduction in noncommunis oil production worldwide of 24
million barreb a day for the fourth quarter This was slightly large
than the production cut sustaind in the first quarte of 1979 which
sen prices skyrocketing Yet althoudn spd oil prices roe sharpy
during the fall of 1980—fran $3L pe barrd befor the war to $40
in early December—thg had fallen bad to $35.% by the erd of the
year, after which they continua to declire gradually Prices in July
1981 were only 5 percem abowe the levek prior to the war, which
was still continuirg (Badge and Belgrave 1982 pp. 118-25)

Wha accouns for the dramatc differene betwea the evens of
19 ard thos of 198 In part the relative caim of 198 was a
resut of marke conditions High levek of stocks generd weaknes
in demandard the willingness of Saud Arabia to increag productio
were of gred importance Buit this is nat the whole story. In 198) the
IEA enery regime seens to hawe mattered in severaways it helpel
to preven anothe disaste of uncoordinatd responsgto a problem
of collective action

Ore way in which the IEA contributel to crisis managemenwill
be anticipatel by reades of this book it facilitated coordination be-
tween governmerg ard companis ard reduce uncertaing by pro-
viding reliablke information to them In 198 ard the first pat of 190
uncertainy was rife becaus the IEA's reportirg systen was na yet
working. This uncertaing spred throuch the industry leadirg to
panic buying and highe prices By 198Q however "a considerald
learnirg proces had been completed Officials were in plae who
understod the problem the mechanism of the IEA or the EEC had
bee testel ard improved the oil industly had ga usel to an uncertan
supply patterri (Badge ard Belgrave 1982 p. 130) Furthermore
political leades had learnel tha they could nat ignore price questions
even if ther countries were relatively rich: "Even the apostls of the
free marke in the German Governmen feara the effed of further
price increasescoming on top of the econome disaste of 1979 ard
were prepard to take sone politica risks to preven sud increases
(Badge ard Belgrave 1982 p. 136)

Of the plannirg tha the IEA had dore before the Iran-lIrag War,
its consultatios abou stockpilirg were mog valuable Although the
governirg boards decisiors on stok policy had beea rathe vague
the prior discussion of the isste mac it easie for the organizatio
to reactpromptl to the new crisis Perhap the fad tha no firm rules
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had bean adoptel was even an advantag for the secretarigin seekimy
to negotiagé flexibly on this issue At ary rate in Octobe 198Q IEA
membe countries agreel on a numbe of courss of action They
would urge public and private marke participans to refrain from
"abnorméa purchaséson the spd market they would consut with
oil companie to encourag the drawing down of stocks and they
would consut amorg themselve to ensue tha theg measurs were
implemente in a fair and consistehway. In particular they agreel
to "the use of politica influencé to convine marke participans tha
they shoutl follow the IEA's advice No explicit rules were laid down
stres was one agan placal on the informd exercig of persuasio
by the secretarinand by membe governments

During the nex three montts the IEA monitorel the situation ard
took actin alorg two ses of distind but complementar lines Con
sultatiors todk place with companis and reassurig public statemerg
were made At the sane time, extensie efforts were undertaka to
ded with the suppy problens of particula countries ard companies
which often revolved arourd questios of price The secretariasougtt
to avoid the enactmendf rigid rules abou price strongy emphasizig
informda negotiatim ard voluntay arbitration In the secretarias
view, rigid price rules would haw discouragd companis from co-
operatiry voluntarily with the IEA.™

Although it is impossibé to specify how mud difference the IEA
macke in the 198) crisis it seems clea tha it "leanal in the right
direction’' Stoclks were drawn down at doubk the normd rate in the
fourth quarte of 1980 Rathe than attemptig to contrd the oil
markets or to persuad companie and governmerg to ad agains
their own self-intereststhe IEA sough to persuad them that it was
in ther interess to sel oil rathe than to stockpik it. This requirel
tha marke participans believe tha oil prices were nat going to rise
sharply ard tha they might even fall. The IEA had to help construt
asd of self-fulfillin g prophecis tha would produ lower rathe than
highe prices In the end "the studiel caim displaya by the IEA, the

" Quie discussion of stronge measursfor dealing with stocls ard the spd marke
did take place during the fall of 1980 It is possibé that had the situatimm worsened
sud measure might hawe bee put into place but in view of the informd operating
style of the IEA, this seens unlikely excep & a lag resort For instance despie the
failure of the secretaritieffectively to hep Turkey (which was very shot of oil a the
end of the year) the emergeng sharirg systen of the organizatio was once again
nat invoked Fa details see Badge ard Belgrave 1982 p. 121 ard Keohane 1982d
pp. 477-78
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governmerd ard the industy alike may have dore as mud to avod
a price rise as ary othe singe measuré (Badge ard Belgrave 1982
p. 136)

CONCLUSIONS

In a post-hegemoniworld, the rules of internation& regimes canna
be reliably enforca throudh centralizel organizations If we view
internation& regimes ard ther internation& organizations as at
temps to construt hierarchiesor quasi-governmentshey will appea
wed to the poirt of ineffectivenessWha internationé regimes can
accomplis depend na merel on ther legd authority but on the
patterrs of informa negotiatia tha develg within them Rules can
be importart as symboé tha legitimize cooperatia or as guidelines
for it. But cooperationwhich involves mutud adjustmenof the pok
icies of independenactors is na enforcel by hierarchich authority

The Internationd Enery Ageng illustrates the® points in an ex
emplay way. Although it has relatively strorg formd powers as
internation& organizatios gog ard has developd elaborag rules it
rarely implemens the® rules in ways tha limit the autonony eithe
of governmerd or of thoe powerfu transnationiaactors the inter
nationd oil companies When the ageng is pressd to do sq the
exercie of rule-makirg ard compliane tends to becone symboli¢ as
in the ca® of targeting The IEA's principd value limited thoudh it
may be is as afacilitator of agreementboth amorg governmerg ard
betwea governmerg ard companiesit reducs the coss of coordi
nation by providing information ard by mobilizing workabk coalk
tions behird politica feasibé policies But there is almo$ no prospet
that it will eve male or enfore rules tha would requile governmers
to toe the line.

This perspectie on internation&institutiors is in shap contrasto
the conceptio of than tha mary peopé seen to cary arourd in
their heads Accordirg to this comman view, internationa organiza
tions are regardd as hierarchies—quasi-governmetiha sed to per
form governmentfunctions albet in alimited mannerltisimaginel
that internation& organizatios sene as devices for limiting govern
mentad autonomy Even Realiss often adop this view of internationa
organizationsassertig tha there are "hierarcht elemens within in-
ternationd structures, which "limit ard restran the exercige of sowv
ereignty (Waltz, 1979 pp. 115-16) Sone writers in the Institution
alig tradition hawe sougl to glorify internationd institutions similarly
conceivel as hierarchies as the leadirg edge of a bette organizel
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new world;, ard postwa internationalist dreant of supranationa
organizatios tha would subordinat governmert to the collective
will.

Even the mog highly institutionalizel internation& regimes do nat
rely on centralizel rule-enforcemein againg ther mog importar
membersThe IMF unde the Brettan Woods regime ard GATT both
elaboratd rules for nationd conduct to which sanctios could be
attached Yet even during the early yeas of GATT sud enforcemen
of its rules as todk plae was highly decentralizedrelying principally
on informd sanctios involving reputation ard only secondarif on
retaliation by membes agains offenders The IMF could enfore rules
on smal countries but nat on the United States In the erd it relied
for enforcemendf its rules on the incentives for compliane providel
by its members particulary by the United States Centralizel rule-
enforcemenby internation&organizatios is a pipe-drean as long as
the nation-stat¢ remairs more "obstinaté than "obsoleté (Hoff-
mann 1966)

Realists seizirg on the deficiencie tha internation& organizatios
and regimes appea to display when conceivel as rule-enforcimg in-
stitutions emphasie tha the® supposé hierarchis only operaé "in
ways strongl conditiona by the anarcly of the large systemi (Waltz,
1979 pp. 115-16) Marny Realiss cen hardly conceh ther pleasue
at demonstratig the ineffectivenes of internation& organizatios as
centralizel rule-enforcersThe eag with which internationé regimes
can be shown to hawe only wed centralizel enforcemenpowes is
taken by Realist as demonstratig the irrelevane of the® institutiors
to crucid issue of world politics. Yet wha regimesladk of enforce
mert powes suggestson the contrary is the shallownes of this
conceptimm of internationd institutions Indeed the dichotony be
tween "anarchy ard "hierarchy upm which the conceptio resk is
itsef fundamentalf misleading Adherens of this view overlok non
hierarchc coordinatiom in world politics ard misinterpré interna
tiond organizatios and regimes as feebk hierarchies As this bock
stressesregimes are less important as centralizel enforces of rules
than as facilitators of agreemehamory governments

Yet rules can still play a role even if the principle of sovereignt
ensurs the futility of trying to establi® hierarchis abow the state
Aswe saw in chaptes 5-6 rationd actos may hawe incentives to obey
rules particulary if cooperatia by othes in future situatiors depend
on ther own compliane in the presentThe incentives may come from
patterrs of behavio within the issue-ara tha lead actos to read to
rule-violations as in the retaliatoy provisiors of GATT; or they may
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ariee from fear tha violations would lead to greate discod in othe
issue-areaor damag to ones reputation Even if rules of internationa
regimes are nat enforceat# by centralizeél institutions they may sene
as "standards or "guideline$ for governmentsin sud regimes the
actiors of internation& organizatios may be significant If an inter-
nationd organizatio can activae a systen of rules it may provide
incentives for governmentsawae of the importane of reputatia if
not fearfu of retaliation to behae differently than they otherwie
would hawe done

The GATT trace regime ard the Brettan Woods monetay regime
both functional in thisway for sorre time. In chapte 7 we emphasize
the value of rules as in sud aregime for governmerd laboring unde
constrains of bounde rationality. In general this remairs the modé
for internation& organizations strorg regimes are thos with clea
rules ard effective incentives to comply with them But our exami
nation of the IEA leads us to qualify this conclusim somewhatsine
its rules remainel in the background unused while more informd
mears of policy coordinatimm were pursued In the IEA regime rules
are little more than symbolic The consumersenergy regime contairs
injunctions—rule and principles—fa stat behavior but its more
specific injunctiors (the "rules") are rarely implementedWha actualy
happes is tha the less specift injunctiors of the regime (the "prin-
ciples") are usal to guide ard to legitimae informd attemps$ a mutud
adjustmen of policies in which the secretariat of internation& or-
ganizatiors are intimately involved

In conclusion let us look agan a the questim of the effectivenes
of post-hegemoniinternation& regimes as compare to hegemow in
the oil issue-areaAn enlightenimg contras can be drawn by recallirg
briefly the discussio in chapte 8 of the petroleum suppy crisis of
1956-57 Reactiao to this crisis constitute virtually the epitone of
hegemont cooperationThe United States orchestrate the consumers
respone to the closue of the Sue Canal throud reallocatimn of
tanke routes ard increass in oil production a home Although it
gaw little more than a passiig nad to the OEEC and actel without
aformd regime the United States adoptel measure tha were highly
effective America supplied Europe with oil, thus avertirg fearel ece
nomic and politicd collapse but only after Britain ard Frane hal
been forcad to withdrav from Egyg and fall into line behird U.S
policy in the Middle East

If the 1956-Y ca reflecs the significan@ of hegemow for co
operation the 198) episo@d suggest the potentid value of interna
tiond regimes ard the internation& organizatios associatg with them
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The IEA playad an importart role in tha crisis althoudh policy co
ordinatian through its efforts was less elaborat ard effective than the
hegemort cooperatio of 1956-57 Furthermorethe IEA was aided
by an unusual favorabk conjunction of othe conditions As the
evens of 198) indicate cooperatia is mog likely to occu nat only
when there are sharel interess but when internationé institutiors
exig tha facilitate cooperatio on behaf of thos interests But, to
be successfylthe® institutiors require na just apatten of underlyirg
comma interess but a sufficiently favorabe environmen tha the
margind contributiors of internationd institutions—b minimizing
transactio costs reducirg uncertainty ard providing rules of thumb
for governmeh action—ca make a crucid difference Internationa
regimes canna creaé orde a well as a strorg hegema can but
regimes sometims tip the balane towad self-fulfillin g expectatioa
of succes ard awa from panc ard failure.

Hegemon ard internation& regimes can both contribue to co
operation Neithg is necessary cooperatio tok place withou a
regime in 1956-% ard without hegemow in 1980 Neithe is suffi-
cient U.S dominanein theinterwa periad did nat lead automaticaly
to cooperation ard the IEA regime despie its extensie rules ard
nomind authority did nat avod discod in 1979 But as the oil crisis
of 1973-A suggestsif there is neithe a hegemora leade nor an
internation& regime prosped for cooperatia are blek indeed ard
dilemmas of collective actim are likely to be severelt is na surprisirg
that after hegemony governmerg persis$ in trying to build viable
internation& regimes
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THE VALUE OF INSTITUTIONS
AND THE COSTS OF FLEXIBILITY

Three taslks reman for this concludirg chapter The first is to restag
my principd themeslinking my argumenhabod internationaregimes
to the questim abou cooperatio after hegemoy ard the dialogle
betwea Institutionalis and Realig writers discussd in chapte 1
Wha are the implicatiors of this bod for understandig the prospect
for internation& cooperatio during the comirg decads and for the
ories of world politics? Secong | will retun to the questim of ethics
and cooperationintroducel in chapte 1 but nat subjectd to sustaind
analyss there Finally, I will shaw how my analyss of internation&
regimes despie its highly theoretich and systemé orientation has
implicatiors for how we think abou foreign policy. Indeed it suggest
cauticn abou acceptig the conventionh view tha foreign policy-
makes shoutl seek excep when known ard specift interess mandag
otherwise to maintan flexibility in policy, maximizirg the scop for
choice Foreign policies tha sed to "keey optiors operi may carly
substantibhidden costs

INTERDEPENDENCE INSTITUTIONS, AND REGIMES

Interdependerein the world politicd econony generats conflict
Peopk who are hurt by unexpectd changs emanatig from abroad
sudh as increass in the prices tha produces charg for oil or tha
banls charg for the use of money tum to ther governmentgor aid.
So do workers unemployd becaus of competition from more efficient
or lower-wagp foreign production Governmentsin turn, sed to shift
the coss of the® adjustmerd onto others or & leas to avod havirg
them shifted onio themselvesThis stratey leads them to purste in-
compatibé policies ard creates discord

If discod is to be limited, ard sevee conflict avoided governments
policies mug be adjustel to one another Tha is, cooperatia is nec
essary Oneway of achievirg sudy mutud policy adjustmenis through
the activities of a hegemorg power eithe throudh ad hoc measurs
or by establishig ard maintainirg internationaregimes tha sene its
own interess while managig to be sufficienty compatibé with the
interess of othes to be widely acceptedAs we sav in chapte 8, the
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United State played this role during the first fifteen or tweny yeas
after World War 1l; hegemort cooperatia was a reality. Chaptes 9
and 10 indicatel tha the United State is still the mog importan
country in the world politica econony ard tha it remairs an essentia
participan in internation&regimes Indeed U.S involvemer is usu
ally necessarif cooperatia is to be foster@ successfully

Neverthelesschapte 9 aloo demonstrate tha the ability ard will -
ingnes of the United State to devoe substantiaresource to main
taining internationé economi regimes hawe both declinel sine the
mid-1960s As notal earlier it seens unlikely that the United States
will reassura the dominan positian that it had during the 1950s or
tha ary othe county will come to occupy sud a position in the
absene of a wrenchirg upheavh sud as occurrel in the pag as a
resut of majar wars Sine war in the nuclea age would haw alto-
gethe different and more catastropld effect than the world wars of
the past it is probaby sak to assume tha hegemoy will na be
restorel during our lifetimes If we are to hawe cooperationtherefore
it will be cooperatio without hegemony

Nonhegemor cooperatia is difficult, sine it mug take placee amorg
independenstate tha are motivatel more by ther own conceptios
of self-interes than by a devotian to the comman good Nothing in
this bodk denies this difficulty, nor do | forecas a marvelos new era
of smooh mutud policy adjustmentmuch less one of harmony But,
despie the persistene of discord world politics is na a stae of war.
States do have complementayr interestswhich make certan forms of
cooperatio potentialy beneficial As hegemog erodesthe demar
for internation& regimes may even increase as the lack of a formd
intergovernmentaoil regime in the 1950s ard the institution of one
in 1974 suggestFurthermorethe legay of American hegemow per
sists in the form of a numbe of internation&regimes The® regimes
creat amore favorabkinstitutiond environmenfor cooperatio than
would otherwi® exist it is easie to maintan them than it would be
to creat new ones Sud regimes are important nat becaus they
constitue centralizel quasi-governmentsut becausehey can facil-
itate agreementsard decentralizd enforcemetof agreementsamory
governmentsThey enhane the likelihood of cooperatio by reducirg
the coss of making transactios tha are consistetwith the principles
of the regime They creae the conditiors for orderly multilaterd ne
gotiations legitimae and delegitimae differen types of stak action
and facilitate linkages amorg issue within regimes ard betwea re-
gimes They increag the symmety and improwve the quality of the
information tha governmerd receive By clusterirg issue togethe in
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the sane forums ove a longperiad of time, they hep to bring gow
ernmens into continuirg interaction with ore anothey reducirg in-
centives to che@ and enhancig the value of reputation By establishig
legitimat standard of behavia for state to follow ard by providing
ways to monita compliance they creae the bass for decentralize
enforcemenfoundal on the principle of reciprocity The netwok of
internation& regimes bequeathe to the contemporar internation&
politicad econory by American hegemoy provides a valuabe foun
dation for constructig post-hegemonipatterrs of cooperatiopwhich
can be useal by policymakes interestd in achievirg ther objectives
through multilaterd action

The importane of regimes for cooperatio suppors the Institu-
tionalig claim, discussd in chapte 1, tha internation& institutiors
help to realiz comma interess in world politics An argumen for
this view has bean mace here nat by smugglirg in cosmopolita pref
erencs unde the rubric of "world welfare' or "globd interests, but
by relying on Reali¢ assumptios tha states are egoisti¢ rationd
actors operatig on the bass of ther own conceptios of self-interest
Institutions are necessaryeven on the restrictive premisesin orde
to achiewe statepurposes

Realisn provides a goal starting-poin for the analyss of cooper
ation and discord sine its tau logicd structue and its pessimist
assumptios abou individud ard stak behavio sene as barries againg
wishful thinking. Furthermoreit suggest valuabk insight tha hebp
us interpre the evolutian of the world politica econory sine the erd
of World War 11. Yet it is in neal of revision becaus it fails to take
into accoum tha states conceptios of ther interests and of how
their objectives shoultl be pursued depen na merel on nationa
interess and the distribution of world power but on the quantity
quality, ard distribution of information Agreemers tha are impos
sible to make unde conditiors of high uncertaing may becone fea
sible when uncertaing has bean reduced Human beings ard govern
ments behae differently in information-rid environmenrg than in
information-poo ones Information as wel as power is a significart
systeme¢ variabk in world politics. Internation& systens containirg
institutions tha generat a gred ded of high-qualiy information ard
make it availabk on a reasonalyl even bass to the maja actos are
likely to experiene more cooperatio than systens tha do nat contan
sud institutions even if fundamenth stae interess and the distri-
bution of powe are the sane in eat system Realisn shoutl na be
discarded sine its insight are fundamenthto an understandig of
world politics (Keohane 1983) but it does neal to be reformulatel
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to refled the impad of information-providirg institutiors on stae
behavior even when rationd egoisn persists

Thus when we think abou cooperatio after hegemony we neel
to think abou institutions Theories tha dismis internationd insti-
tutions as insignificart fail to help us understad the conditiors unde
which stateSattemps a cooperationin their own interests,will be
successfulThis is especialf true in the contemporar world politicd
economy sinee it is endowel with anumbe of importart internationa
regimes createl unde conditiors of American hegemow but facili-
tating cooperatio even after the erosiom of U.S dominance We
seen now to be in a periad of potentid transition betwea the heg
emont cooperatia of the two decads after World War 1l ard a new
stake of affairs eithe one of prevailing discod or of post-hegemongi
cooperation Whethe discod or cooperatia prevais will depen in
consideral# measue on how well governmers take advantag of
establishd internationa regimes to make newv agreemerstard ensue
compliane with old ones

Yet an awarenesof the importane of institutions—defind broady
as seb of practices ard expectatios rathe than in terms of formad
organizatios with imposirg headquartes buildings—mus nat lead
us to lape into old habis of thought It is nat particulary helpfu to
think abou institutiors in terms of "pea@ throuch law" or world
government Institutiors tha facilitate cooperatio do nat mandaé
what governmerd mug do; rather they help governmerd pursie their
own interess through cooperation Regimes provide information ard
redue the coss of transaction tha are consistenwith ther injunc-
tions thus facilitating interstaé agreemerst ard their decentralize
enforcement It is misleading therefore to evaluaé regimes on the
bass of whethe they effectively centraliz authority Nor do insti
tutions tha promoe cooperatio neeal to be universal Indeed sine
regimes depem on share interests ard on conditiors that permi
problens of collective action to be overcome they are often mog
usefd when relatively few like-minded countries are responsike for
both making the essentiarules ard maintainirg them Finally, inter-
nationd institutiors do nat neal to be integratel into one coherenh
network Cooperatio is almog always fragmentay in world politics:
nat all the pieces of the puzzk will fit together

Building institutiors in world politics is a frustratirg ard difficult
business Comma interess are often hard to discove or to maintain
Furthermore collective action invites myopic behavior as in Rous
seaws well-known tale the huntes may cha individually after rabbits
rathe than cooperag to captue the dee (1755/1950 p. 238) Yet
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institutiors are often worth constructing becaus ther presene or
absene may determire whethe governmerd can cooperat effectively
for comman ends It is even more importart to se& to maintan the
valuabk internationd institutiors tha continwe to exist sin@ the
effort requirel to maintan them is les than would be needd to
construt nev ones ard if they did na exist mary of them would
hawe to be invented Information-rid institutiors tha redu@ uncer
tainty may make agreemenpossibé in a future crisis Since they may
facilitate cooperatio on issue tha were na though abou a the
time of ther creation internation& regimes hawe potentia value be
yond ther concregé purposesSud institutiors cannot therefore be
evaluatel merel/ on the bass of how wel they sene the perceivel
nationd interes a agiven time; on the contrary an adequatjudgmernt
of ther worth depend on an estimagé of the contribution they are
likely to make in the future to the solution of problens tha canna
yet be precisey defined Sud estimats shoull refled an awarenes
that in world politics unexpectd events—whetlreassassinations
coups or defauls on debts—ae likely, ard tha we neal to insure
againsg them

The significan@ of information ard institutiors is na limited to
political-economt relatiors amory the advancd industrializel coun
tries althoudn tha is the substantie focus of this book The theoy
presentd he is relevar to ary situation in world politics in which
states have comman or complementar interess tha can only be re-
alized throudh mutud agreementAs we hawe seenthere are almos
always conflictud elemens in the® relationshig as well. Like Pris
oners Dilemma mog of the® situatiors will be "mixed-motive games,
characterize by a combinatim of conflicting ard complementar in-
teress (Schelling 1960/1980) Building information-ridh institutiors
is as importart in relatiors amorg the superpowerswvhere confidene
is akey variable ard in arns contrd negotiationsin which monitoring
and verification are of greda importance as in managing political-
economt relatiors amorg the advancd industrializel countries In-
stitution-building may be more difficult where securiy issue are con
cerned but is equaly essentikif cooperatia is to be achieved

THE ETHICAL VALUE OF COOPERATICN

The introduction to this bod raisel the questim of ethicd evaluation
Wha is the mord value of the patterrs of cooperatia discussée here?
Can they be justified on the ground of a defensibé mord theory?
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Attempting to answe this questim requires carefd evaluatio of cri-
teria for ethicd judgment

Either of two competilg doctrines coud form the bass for our
evaluation We coud rely on the "morality of state$ or on a "cos
mopolitart view. The doctrire of the morality of states holds tha
"states nat personsare the subjecs of internationdmorality." Major
features of this view are its emphas on stae autonony ard the
absene of ary principle of distributive justice "there are no mord
rules regardig the structue ard condut of econong relatiors be
tween state$ (Beitz, 1979h pp. 65-66 Walzer 1977 Nye, 1983) A
cosmopolita perspectiveby contrast denies that stae boundarie
hawe degp mord significance holding tha "there are no reasos of
bast principle for exemptirg the internd affairs of states from externa
mord scrutiny ard it is possibé tha membes of sorre states might
hawe obligatiors of justice with respetto persos elsewheré (Beitz,
1979h p. 182 see ald Beitz, 1979a)

On the bass of the morality of states genuiney voluntay coop
eraticn amory stats is eay to justify. The primary value from the
standpoit of this doctrire is stak autonomy Sine internationé re-
gimes hebp state to purste ther interess throudh cooperation but
without centralizel enforcemenof rules an adherenof the doctrire
of the morality of stats would hold a strorg presumptio in ther
favor. The only serios isste would be to establi§ tha a given regime
was indeal formed on the bass of voluntal agreemenand maintaine
through voluntay compliance Yet as we saw in our discussio of
Hobbess argumers for the Leviathan in chapte 5, it is difficult to
distinguis cleary voluntay from involuntay politica action Is my
decisia to give a robbe my money or a governmetnmy allegiance
"voluntary' if | malke this choie & the point of a gur? To apply the
morality of states doctrine we would hawe to establis a threshaodl of
constraih abowe which we would na conside actiors to be voluntary,
or autonomousOne havirg found tha the levd of constraim in a
given cooperatie relationshp fell belon tha threshold we would be
able to justify cooperatio as promotirg stakt purposs withou vio-
lating stat autonomy

| beliewe tha the internation&regimes discusse in this bod would
be regardd by an adherendf the doctrire of the morality of states
as on the wholg morally justifiable It is true tha differert state face
different constraintsor opportuniy costs in decidirg whethe to join
or reman in regimes 0 effective equaliy is nat achievedBut equaliy
is na arequiremenaof the morality-of-state doctring which is base
on a keen awarenesdf the prevalene of inequaliyy in world politics
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In ary case mog internation& regimes seen to be less constrainiig
of the autonony of wed state than politically feasibe alternatives
which would presumaly involve bilaterd bargainimg on the bass of
powe rathe than of gener&rules The Internationd Monetay Furd
may be an exceptim to this judgment sine IMF practice for dealirg
with debta countries involve considerald constraimon the autonony
of the® countries governmentsBut a hard-nosd proponentof the
morality of states doctrire would rejed even this criticism, sine she
would dery tha rich lendes hawe ary obligatian to provide resource
to poa borrowes in the first place Sud an observe coud regad
loars as propery conditionad on the voluntay acceptaneby borrow
ers of obligatiors to repgy them implying tha the constrains imposel
by the IMF on a borrowers autonony would na constitue mord
wrongs but simply consequens=f the latters earlig voluntary acts

Critics of the morality of states doctring sud as Charles Beitz, have
pointed out tha sine ethicd theoly normally takes the individud
persm as the mord subject specia justification mug be offered for
abandonig this principle where internationa relatiors is involved
Beitz argue for a cosmopolita conceptionwhich "is concernd with
the mord relatiors of membes of a universa communiy in which
stae boundaris hawe a merey derivative significancé (1979h p.
182) As Beitz suggeststhe burden of argumei shoutl be on thos
who would ascrile rights to what E. H. Carr, in attemptirg to provide
sud a justification referrel to as "the fiction of the group-persoh
(1946/1962 p. 149) Even thos who argLe tha there is justification
for the morality of states doctrire mug admi that "there is arelation
betwee the rights of individuak ard the rights of states The latter
are na unlimited and unconditional State are artificial construct$
(Hoffmann 1981 p. 39). Tha is, states cannd be considerd inde
pendeh subjecs of mord theory a justification of the morality of
states doctrire mug ultimately be mace in terns of the rights or
interess of individud human beings

No effort will be made here to resohe the argumen betwea ad
vocates of the morality of states and cosmopolitanismalthoudn | have
a gred ded of sympatly for the cosmopolita view. It is importart
to note however tha the close we come to this view the more
demandig mus our criteria be for the evaluatiom of cooperation If
individuals in differernt societis hawe mord obligatiors towaid one
anothereven avoluntal agreementha was beneficid for all citizers
of the states enterirg into it could be considerd immord if it damagd
peopk elsewhee in the world. To the extert tha we accep a cos
mopolitan morality, we hawve to examire the system-wig consequense
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of action rathe than narrowly focusirg on the autonony of the states
involved in cooperatie activity.

Suc a cosmopolita morality could reg eithe on utilitarianism or
on a conceptio of rights Cosmopolita utilitarianiam is attractive in
mary ways sine the criterion of attainirg the greateshappines of
the greatesnumbe worldwide seens consistetiwith the individualig
orientation of cosmopolitanismBut utilitarianiam encountes seriots
philosophic& problems In one respectit seens too demandingsine
it appeas to imply an almog unlimited mord obligation to hep
anyone anywhere who is less well-off than onesdi (Singer 1972)
This requires a high levd of altruism It al encountes difficulty in
dealirg with cross-culturhdisparities in standard of living ard socid
customs A citizen of the United Stats who retainel only enoudn
incone to live a the subsistene levd of an Indian peasahwould
actually be more depriveal than tha peasantsina the American would
be virtually cu off from he own culture ard society wherea the
peasanhwould not Yet if culturd standard were introducel into the
utilitarian comparison huge economé inequalities would agan be
sanctioned In othe respectshowever utilitarianism seens insuffi-
ciently strict, sinee it can be usal to justify the view tha innocen
peopk can legitimatey be sacrifical in the interess of the "greatet
happines of the greates number. This may wel seen intuitively
unjust ard is 9 subjet to abug or manipulatio tha mary reflective
peopk find it repugnah (Rawls 1971 Taurek 1977 Sandel 1983)

The principd alternatie to utilitarianiam is a theoy of rights Ac-
cording to Jom Rawlss influentid formulation of this view, one begirs
sud an analyss by askirg how certan feature of sociey would be
evaluaté "behird the veil of ignorance. Tha is, how would we
regad particula institutiors or rules if we had to evaluaé them with-
out knowing our place in sociey and therefoe how they would affed
us? Rawlss principles of justice emphasie liberty ard equity. Of par
ticular importane for a mord evaluatio of internationh economg
regimes is his "difference principle; which requires that "socid ard
economt inequalities are to be arrangd 0 tha they are . . . to the
greates beneft of the leag advantaget (Rawls 1971 Beitz, 1979h
p. 151)

Although Rawk has resistel doing sq Charles Beitz (1979 has
extendd this reasonig to internation&relations A follower of Beitzs
argumem would ak whethe she would approwe of internationé re-
gimes ard the cooperatia they ental even without knowing he na
tionality or her position within the structue of he society "Behird
the vell of ignorance, with only one chane in six or seven of beirg
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a citizen of an industrializel market-econom country would she
approe of theg institutiors ard the policy coordination tha they
facilitate?

Notice that this rights-basd argumen depend in practie@ on es
timates of the consequenaseof action Like utilitarianism it focuse
on the ad rathe than the intentions—whethepure or not—d the
actor This emphasi makes seng for both practicd ard conceptul
reasons It is often impossibé to know the motivatin of politica
leaders ard even if they could be reliably discoveredit would be odd
to use owr judgmens abou the mord worth of individuak as a bass
for evaluatig ther actiors as statesme (Hoffmann 1981 pp. 10-27)
Cooperatia tha has benign effecs shoutl be praisel even if we do
not exterd our blessing to its architects ard cooperatia tha leads
to bad outcoms is subjet to criticism even if the intentiors of those
who engag in it are pure Studens of internationd relatiors do nat
praie the appeasemérin which the British governmeh engagd at
Munich in 1938 becaus Neville Chamberlai genuinegy desirel peace
nor do they condenm Richad Nixon's rapprochemerwith China on
the ground that Nixon todk this step largely for selfish reasons

Sinee both a consequentialisights-base evaluatio relying on the
difference principle and a utilitarian standad focusirg on aggregat
welfare depen on an analyss of consequencethe distinctian betwe®
intentiors ard consequencedoes na differentiake them from one
another The maja differene betwea the® two views is found in
the willingness of utilitariang ard the refusa of rights-oriente think-
ers to justify losse of smal incremens of welfare by disadvantage
peopk in exchaneg for large gairs for more favored individuals In
practice however this distinctiln may be blurred sinee utilitarians
can u<e the principle of diminishing margind utility to arge tha a
smal gan in monetay terns for a poa persa is really worth muc
more in utility, than a mud large gan for someor who is alread
rich. The distinctin betwea rights-oriented ard utilitarian theories
has fewe implications therefore for owr evaluatio of internationa
regimes than the distinction betwea the doctrire of the morality of
states ard cosmopolitanism

How would the internation& regimes discusseé in this bock fare
when evaluatd on cosmopolita grounds whethe accordirg to prin-
ciples of utilitarianisn or Rawlss differenc principle? In sketchimg
out possibé answes to this question | will focus first on the impad
of the® regimes on residens of the advancd industrializel countries
before evaluating ther effect on a worldwide basis
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Evaluating Effectsof Regimeson
Peoplein Rich Countries

It is nat clea tha ary of the internation&regimes discusse in this
bodk would be regardd as goal on the bass of eithe utilitarianism
or Rawlss differene principle even if only effecs on peopk in ad
vancel industrializel countries were consideredUltilitarians could ar
guetha aggregat human welfare gairs would be mack by usirg thee
regimesto transfe resourcefrom advantageto disadvantagipeope
within the® societies Likewise adhererg of the differenc principle
would demanl to know whethe the® regimes really help the leas
well-off peopk in the advancd industrializel countries as mud as
they could Would it nat be possibé for the IMF to demaid greate
contribution from banlks and les from taxpayes of the advancd
countrie® Could greate efforts nat be devotel unde GATT to al
leviating the human coss to workers of adjustmento new interna
tiond economt condition® Why shout the IEA na pres for nationd
policies to subsidie the fue bills of the poor?

Thes mord deficiencie are of course nat specift to internationa
regimes but refled the inequalities inheren in the political ard socid
systens of the advancd industrializel countries They by no mears
suggestha mattes would be improved for citizers of the® countries
by discardilg the® regimes ard trying to stat over. On the contrary
it seens more likely tha a collap® of contemporar internation&
economt regimesimperfed asthey are would redue overal welfare
without benefitirg the worst-of membes of the® societies This judg-
mert is reinforcal by rememberig the point mace earlig in this
chapte tha internationd institutiors sud as internation& regimes
may hawe favorabk unintendée consequence€rises arise more sud
denly than cooperatie internation& regimes can be created Inter
nationa institutiors constructd for one purpog may be vety helpfu
for another as the exampé of the IMF—creata principally to ded
with exchang rates but relied on heavily in 1982-8 to preven a
world bankirg crisis—illustratesThe value of an internation&regine
is na limited by the purposs df its founders

A cosmopolita evaluatim of the effecs of internation& regimes
on peopk in the advancd industrializel countries would hawe to be
mixed The principles of the regimes are deficiert on eithe the bass
of Rawlss differene principle or the utilitarian premi® of the equa
value of individuals But, given the® defects the institutiors them
selves nevertheles perfom the valuabk function of promotirg co
operation Furthermorethis cooperationhoweve imperfect appeas
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likely to hawe positive overal effecs on the stabiliy of the world
political econony ard the welfare of individual within the advancd
industrializel countries It is had to beliewe tha the peopé would
be better-of if the regimes were to disappen but the inegalitaria
principles on which they are base remained

Neverthelesssome caveas are in order Writers of a variety of
political persuasiogsihave pointed out tha liberd internationfregimes
improve the bargainig powe of private investos vis-a-vis govern
mens and othe groups in society In an open world economy the
mobility of capitd creats a doubk bias in favar of pro-capitalist
governmentsEconomically capitd flows terd to move toward ares
perceive by investos as "islands of stability," benefitig economis
run by conservative as opposd to thos governel by leftists Politi-
cally, capitd mobility also helps the forces of the right, since the "exit"
possibilities open to capitaliss are likely to increag the efficagy of
their attemps a "voice"—thd is, their ability to influenae policy
throuch the politica proces a hone (Hirschman 1970)" Onee an
open capitalig world systen has bea establishegdas we saw in chapte
7, it is therefoe likely to favar pro-capitalis governmerg and dis
advantag socialis ones When Thatche or Reaga induces arecessio
throudch tight monetay policies the pourd or dollar appreciate ard
funds flow into Britain or the United States This resut may be in-
conveniemfor acountly seekirg to contrd its mone/ suppy or expara
exports but it does na lead to aloss of confidene in the government
and it expand rathe than contracs the resource at its disposal When
Mitterand tries to stimulae demawl ard to nationaliz industries by
contrast the franc declines Frances foreign reserve are jeopardized
ard assistane may be needd from the IMF or selectd governmerg
of wealtly countries Both the prestig of the governmeh ard the
materid resource a its disposa fall.

Fred Block argue tha "the opennes of an econony providesa
mears to comba the demand of the working clas for highe wages
and for economt ard socid reforms (1977 p. 3). Thus it is nat
surprisirg that Block ard othe socialiss cheerfully regad conflict
within capitalisn as a sigh of decay perhapg even of collapse ard
gloomily view effective cooperatia as indicating capitalisms unwel
cone adaptabiliy (Block, 1977 Mande| 1974 Wallerstein 1979)

! Hirschman points out, however that the availability of exit may alo redue the
incentives to use voice—tha is, to ad politically. This can be acounterbalancigpfacta
to the one discussé in the text

253



CONCLUSION

Conservative us differen languageregardimg the constrains of the
world econony as salutay antidotes to misguidel policies base on
political pressue or ideology but they als view left-wing governmers
of advancd industrializel countries as constraind by the world cap
italist system "Countries pursuirg equaliy strenuoust with an in-
adequat growt rateé' may, accordirg to the McCracken Report face
"capitd flight ard a brain drain’ (OECD, 1977a pp. 136-37)

To portray socialis governmert as paralyzel by world capitalisn
would be highly oversimplified since this contentim fails to take into
accoun strategis tha can be followed by cleve leaders backel by
strorg domestt institutions popula support ard cohereh policies
Austria is often pointed to as an exampé of sud succes (Katzenstein
1984) Neverthelessthis argumenh suggest a possibé bass for de
nying tha the internation& regimes discussé in this bodk are mor-
ally justified on cosmopolita grounds Ore could argLe tha demo
cratic socialisn is preferabé to capitalisn but tha its realizatian is
thwarted by the existene of liberd internation& economi regimes
In this case ore might wart to rejed the® regimes on the grounc
tha ther demig would lead to a new and benigh socialism

Sud a rejection however na only assume the beneficid conse
guencs of socialisn but also depend on the proposition tha inter
nationa regimes constitue a crucid barrie to the creation of better
societies It would be hard to accep this. Were liberal, cooperatie
internationd regimes to be destroye without fundamenth changs
in the domestt politics of moden capitalism it seens likely tha the
resut would be worse rathe than better political xenophoba and
econom¢ inefficiengy appea more probabé than adramatc advane
toward more egalitarian societia in relationship of concod with one
another The collap® of internation& regimes as frameworls for co-
operatia is nat likely to be the thundercla usherimy in a bette world.

It would als be possibé to mourt a protectionis critique of liberd
internation& regimes To avoid the objectian tha protectionisn leads
to discod ard conflict, a proponeh of this view could drav on the
finding of chapte 9 tha cooperatio can seneilliberal purposesThus
a cooperatie protectionis policy would nat be a contradiction in
terms Indeed sone of the mutud policy adjustmentha has taken
place amorg the advancd countries in the 197G ard early 1980s
sudh as the promotion ard acceptane of voluntaly expot restraints
has bean designd to accommodapoliticd demandto proted peopé
agains the cost of adjustment Promotirg cooperatio without lib-
eraligmn could sene the interess of mary peopk who are disadvantage
by an open world economy Citizers of advancd industrializel count
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tries employel in industries facing strorg foreign competition could
therefoe benefit Sine mary of the® peopk hold relatively low-wage
jobs, &s in the shae ard textile industries ore could attemp to make
a mord argumehn for protectioni$ patterrs of cooperatia on the
bass of concen for ther welfare

Despie the ingenuiy of sud an argumentit would be difficult to
deferd even if we only considerd the effects of sud a policy in the
advanced countries Whethe cooperatie or not, protectionisn would
lead to economt inefficiengy ard therefoe to aggregat economi
losses Furthermore the distribution of the benefis of protectionisn
would terd to favor well-organizel ard politically powerfd groups
within the advancd industrializel countries Thus mary of the® ben
efits would flow to industries sud as automobils ard steé in the
United Stateswhos workers receiw relatively high wages It would
be even harde to endorg this positin if we took worldwide effects
into account sine the counterpar of jobs gainal as a resut of pro-
tection in Detrot ard Disselddr would be jobs lost—hy mudh more
disadvantage people—n Mexico City and Seoul

Evaluating Effectsof Regimeson a Global Basis

Mention of less developéd countries brings us to the final aspet of
ouwr evaluatie task how to judge internation& regimes on cosme
politan ground if we conside ther effect on the world as a whole,
not just the advancd industrializel countries When poa countries
are taken into accountit seens even more clea tha the principles of
contemporay internationaeconomt regimes would be found morally
deficiert by the standard of cosmopolita mord theory The prin-
ciples would fail an egalitarian utilitarian tes becaus the benefis in
terms of human welfare of redistributirg resource to poore countries
would be greate than the coss of doing 0 (Russett 1978) They
would fail the teg implied by the differene principle becaus ary of
them could be change to beneft poa and we& individualks more It
is debatal# whethe the liberd principles of GATT ard the IMF hebp
the advancd industrializel countries more than the less developd
ones but it certainy is clea tha changs in both regimes to reallocag
more resource to poore countries ard to dired those resource to-
ward sone of the world's leas advantage people would be morally
desirabé eithe on utilitarian ground or on the bast of Rawlss dif-
ferene principle The mord stats of the regimes would be improved
if the IMF were to devoe more attentio to helpirg poa peopk in
debta countries if GATT were to give more generos preferencs to
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the expot of developig countries manufacturd good insofa as
doing 0 would hawe positive effecs on employment ard incorre re-
distribution ard if the IEA were to enat ard implemen provisiors
for subsidizig use of oil by peope at the margn of subsistenein the
Third World.

Thus it is compellirg to argie tha the principles on which preseh
patterrs of cooperatio ate base shav insufficiert sensitiviy to the
interess of disadvantagepeope in the Third World. This suggests
however na tha thee is too mud cooperationbut tha its orien
tation towards the interess of the rich is morally questionableCon
temporay monetary trade ard oil regimes hep the advancd indus
trialized countries to cooperat with ead other servirg ther interests
They creae sorre benefis for poa countries but theg are smal
compare to what would be needd to corre¢ gross violations of bast
human rights tha take place when peopé die of hunge or are con
tinually miserabé becaus of ladk of clean water adequag healh care
or decem shelter Greate empatly betwea rich ard poa people—
acros nationd bordes as wel as within them—woudl na only be
desirable sharirg more generougl with poa peopé abroal is ar
guabl the mord duty of affluent citizers of Europe Japanard North
Americg as well as of othe countries

Like the argumeh mace abowe abou the advancd industrialize
countries this argumen sugges the mord inadequag of the prin-
ciples on which internationé regimes rely. Yet it does nat imply that
contemporay internation& regimes themselve shoutl be abandone
or overturned The principles underlyirg the rules ard practice of the
IMF, GATT, or the IEA refled the interess ard ideologies of the mog
powerfu state in the internation& system The cooperatia tha the
institutiors themselve foster however probaby works to mitigae
sorre of the harshe inequities inherert in the principles Exchang of
information ard personk contacs betwe@ northen and southen
elites ard the creation of organizatios sud as the World Bark ard
sone of the United Natiors specialize agencieswhich are chargel
with promotirg developmentmay marginaly divelt resource from
North to Souh ard slightly limit the tendeng of advancd industriat
ized countries towaid selfishnes ard exploitation On consequentialis
groundsthereforg contemporarinternationheconon regimes may
be superio to politically feasibk alternativesalthoud the principles
on which they are base are morally deficient This condition& ac
ceptabiliy of internation& economt regimes however does na re-
lieve citizers of the advancd industrializedcountries of the obligatian
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to sed to modify the principles on which the® institutiors are based.

Improvemens (as judged by cosmopolita mord standards are
more likely to be incremenththan suddenbuilding on the knowledge
of ore anothe createl by successfucooperation The trick is nat to
ignore self-interes but to redefire it, to make it less myopic ard more
empatheticEmpatly by the advantage may be more likely to develg
in the contex of well-functionirg internation&institutiors than in an
internationa stak of natue tha approximate Hobbes "war of all
agains all." Close approximatia to the ideak of cosmopolita mo-
rality is therefoe more likely to be promot& by modifying curren
internation& regimes than by abandonig then and attemptiy to
stat all over. Abstrad plars for morally worthy internation&regimes
which do na take into accoun the reality of self-interest are like
castles constructd in the air, or—if implemente in a fit of absent
mindednes by governments—o sand

FOREIGN POLICY AND THE COSTS OF FLEXIBILIT Y

It is often assumd tha makes of foreign policy shoutl maintan
flexibility of action as muc as possible They are urged to "keep ther
optiors open’ At first glance this appeas to be goa advice sin@
the unpredictabiliy of evens in world politics makes it prudert to be
able to chang policy in respone to new information Yet governmerg
are continualyy making commitmens of one sot or another For sone
reasm they seen unabk to follow the prescriptiols of thoe who
emphasie the value of retainirg maximum room for maneuver
The argumen of this bodk helps to accoun for this discrepang
betwea the conventionhwisdam of foreign policy analyss ard the
practice of statesUncertainy pervads world politics. Internationa
regimes redu@ this uncertaing by providing information but they
can only do this insofa as governmerg committhemselve to known
rules and procedurs ard maintan the® commitmens even unde
pressue to renege As we hawe seen the fad tha governmerd antic
ipate a future nea for agreemerstwith the sane countries to which

2 My formulation of the conditiona acceptabilig of internationa economt institu-
tions despie the deficieng of the principles on which they are basedhas been influencel
by a pape by my colleague Susa Moller Okin (1984) on the American Catholc
bishops pastora letter on nuclea war. The bishos hold deterrencethoudh evil, to
be conditionaly acceptald becaus it is better than politically feasibk alternativesbut
they impog the conditin tha peope relying on it mug sed to find a bette way to
manag@ ther relations

257



CONCLUSION

they currently have commitmens gives them incentives to fulfil | those
commitmens even when it is painfu to do sa Furthermore theories
of bounde rationaliy make us awae that even apat from ther
adherene to internation& regimes governmers do na hawe the ca
pability to maintah as high a degre of flexibility as would purely
rationd actors They neal rules of thumb to guide ther actions

If there were an infinitely large numbe of equaly smal actos in
world politics, the gener&desirabiliyy of reducirg uncertaing throuch
the formation of internationa regimes would nat lead to the creation
of sud institutions Internation& conditiors would more closey ap
proximae the Hobbesia mode in which life is "nasty brutish ard
short’ But as we hawe seen the fad tha the numbe of key actos
in the internation& political econony of the advancd industrializel
countries is typically smal gives ead stak incentives to make and
keep commitmensg 0 tha othes may be persuade to do sa

Committing onesdi to an internation& regime implies a decisia to
restric¢ ones own pursut of advantag on specift issue in the future
Certan alternativs tha might otherwi® appea desirable—imposin
guotas manipulatirg exchang rates hoardirg ones own oil in a
crisis—becor unacceptala by the standard of the regime Membes
of a regime tha violate the® norns ard rules will find tha ther
reputatios suffer more than if they had neve joined a all. A repu
tation as an unreliabk partne may preven a governmenfrom being
able to make beneficid agreemenstin the future

Reputatio is importanf but may na provide a sufficiert bass for
othes to estimae the value of ones commitments As we saw in
chaptes 5 ard 6, diplomast hawe to ded with "quality uncertainty,
much like buyes of useal cars Tha is, they nea informatian abou
the red intentiors ard capabilities of their prospectie partners they
may be preparé to ente into agreemerst only if they can gathe
convincirg evidene that intentiors are benign ard capabilities suffi-
ciert to carly them out, ard tha the information a ther disposé is
nat significantly worse than tha possesskby ther partners Admit-
tedly, governmerd sud as that of the United States—whasbureau
cratic struggle take place in public, ard who legislature often fail
to do the bidding of ther executives—mga ean reputatios for un-
reliability, and ther leades may be viewed abroal as na havirg the
capabiliyy to implemen their agreementsYet, as pointed out in chap
ter 6, there is anothe side to this question Governmers tha close
off ther decisionmakig processgto outsidersrestrictirg the flow of
information abou ther true preference or ther likely future actions
will hawe more difficulty providing high-qualiy evidene abou ther
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intentiors than ther less tightly organizel counterpartsard will there
fore find it harde to make mutually beneficia agreements

Thes argumerd suggestha governmera shoutl se& to combire
reliability of actin with the provisin of high-qualiy information to
their partners Internation&regimes facilitate both of the® objectives
by providing rules tha constitutestandard for evaluatiny stae be
havior ard by facilitating the establishmenof contact amorg gow
ernmens tha help to provide information nat merey abou policies
but abou intentiors ard values Both the value of a reputatio for
reliability ard the gairs to be macde from providing high-qualiy in-
formation to othes challeng the traditiond Realpolitik ided of the
autonomous hierarchich stae tha keefs its optiors open ard its
decisionmakig processe closed Maintaining unrestraind flexibility
can be costly, if insistene on it makes a governmehan undesirats
partne for others Admittedly, there are tacticd gairs to be made
from concealiig preferencs and "keepirg othes guessing. But sud
a policy can undermire one$ ability to make beneficid agreemerstin
the future Being unpredictal® nat only disconces ones partnes but
reduce ones own ability to make credibe promises Whete there are
substantib comma interess to be realizel through agreementthe
value of a reputatio for faithfully carryirg ou agreemerst may out
weigh the cosk of consistenit acceptilg the constraing of interna
tiond rules To purste self-interestdoes na requie maximizirg free
dom of action On the contrary intelligert and farsightel leades
understad tha attainmen of ther objectives may depen on ther
commitmen to the institutiors tha make cooperatio possible

259



BIBLIOGRAPHY

All referencesn the textare includedbelow, as well as other worksrelied on
in writing this book. Wherea date is given for an original as well as a later
edition, the latter was used; pagereferencesn the textrefer to it.

Aggarwal Vinod, 1981 Hangirg by a Thread Internationa Regine Chang
in the Textile/Apparé System 1950-199 (Ph.D dissertation Stanfod
University).

Aggarwal Vinod, 1983 The unravelirg of the Multi-Fiber Arrangement 1981
an examination of regime change International Organization,vol. 37,
no. 4 (Autumn), pp. 617-46

Agreemenbn an International Energy Program (1974) TIAS no. 8278 14
ILM 1 (1975) or in Committes Print, Committes on Interior and Insula
Affairs, United States Senate 93 Congress 2nd session Novembe
1974

Aivazian Varoy A., ard Jeffrey L. Callen 1981 The Coag theoren ard the
empy core Journal of Law and Economicsyol. 24, no. 1 (April), pp.
17581

Akerlof, Georg A., 1970 The marke for "lemons. Quarterly Journal of
Economicsyol. 84, no. 3 (August) pp. 488-500

Alchian, Armen A., 1968 Cost International Encyclopediaof the Social
SciencegNew York: Macmillan) pp. 404-15

Allison, Graham 1971 Essenceof Decision: Explaining the Cuban Missile
Crisis (Boston Little, Brown).

Alt, Jams E,, 1979 ThePolitics ofEconomidDecline(Cambridge Cambridg
University Press)

Anderson Irvine H., 1981 Aramco, the United States,and SaudiArabia: A
Study of the Dynamics of Foreign Qil Policy, 1933-1950 (Princeton
Princeta University Press)

Anderson Perry 1974 Lineagesof the AbsolutistState (London: New Left
Books)

Arrighi, Giovannj 1982 A crisis of hegemony In Sami Amin, Giovann
Arrighi, Andre Gunde Frank and Immanué Wallerstein Dynamicsof
Global Crisis (New York: Monthly Reviev Press) pp. 55-108

Arrow, Kenneh J, 1974 Essaysin the Theoryof Risk-Bearing(New York:
North-Holland/America Elsevier)

Aubrey, Henry, 1969 Behird the veil of internationhmoney Princeton Essays
in International Finance,no. 71 (January)

Avery, William P, and David P. Rapkin eds, 1982 Americain a Changing
World Political Economy(New York: Longman)

Avineri, Shlomq ed, 1969 Karl Marx on Colonialism and Modernization
(Garden City, N.Y.: Ancha Books)

260



BIBLIOGRAPHY

Axelrod, Robert 1981 The emergene of cooperatio amory egoists Amer-
ican Political ScienceReview,vol. 75 no. 2 (June) pp. 306-18

Axelrod, Robert, 1984 The Evolution of Cooperation(New York: Bast
Books)

Badger Daniel ard Robet Belgrave 1982 Oil SupplyandPrice: WhatWent
Rightin 1980?(London Royd Institute of Internatond Affairs, Energy
Pape no. 2).

Bagehot Walter, 1873/1962 Lombard Street(Homewood Il.: Richad D.
Irwin, Inc.).

Baldwin, David A., 1979 Powe analys$ ard world politics: new trends versis
old tendenciesWorld Politics, vol. 31, no. 2 (January,) pp. 161-94
Barber William J, 1981 The Eisenhowe enery policy: reluctan interven
tion. In Craufud D. Goodwin ed, EnergyPolicy in Perspective:Today's
Problems, Yesterday'sSolutions (Washington D.C: Brookings Institu-

tion), pp. 205-86

Barkun Michae| 1968 Law without Sanctions:Order in Primitive Societies
and the World Community(New Haven Yale Universily Press)

Bauer Raymom A., Ithiel de Sol Pool| ard Lewis Anthory Dexter 1963
1968 AmericanBusinessand Public Policy: ThePolitics ofForeign Trade
(New York: Atherton)

Beitz, Charles 1979aBoundea morality: justiceard the stagin world politics
International Organization,vol. 33 no. 3 (Summer) pp. 405-24

Beitz, Charles 1979b Political TheoryandIinternationalRelationgPrincebn:
Princebn Universily Press)

BelassaBelg 1980 Structurd Chang in Trace in Manufacture Goods Be-
tween Industrid ard Developirg Countries (Washingon, D.C, World
Bark Staf Working Pape no. 396 June)

Bergsten C. Fred 1975a Dilemmasof the Dollar (New York: New York
University Press)

BergstenC. Fred 1975b On the non-equivaleneof imporit quota ard "vol-
untary' export restraintsin C. Fred Bergstened, Towardsa NewWorld
Trade Policy: The MaidenheadPapers(Lexington Mass. D.C. Heath)
pp. 239-71

Bernstein Karen 1983 The Internatond Monetay Furd and Debbr Court
tries The Ca of Britain (Ph.D dissertationStanbrd University)

Bhagwatj Jagdish ed, 1982 Import Competitionand ResponsgChicago
University of Chicag Press)

BIS (Bark for Internation& Settlements)1982 52rd Annud Reprt (Basle)

Blackhurst Richard Nicolas Marian ard Jan Tumlir, 1977 Trade Liberal-
ization, Protectionismand InterdependencéGeneva GATT Studies in
Internation& Track no. 5, November)

Blair, Jom M., 1976 The Control of Oil (New York: Vintage Books)

Block, Frad L., 1977 The Origins ofInternationalEconomicDisorder (Berke
ley: University of California Press)

261



BIBLIOGRAPHY

Bloomfield, Arthur I., 1959 Monetary Policy Under the International Gold
Standard(New York: Federh Resere Bank of New York).

Bobrow, Davis W., ard Robet Kudrle, 1979 Enery R & D: in tepid pursut
of collective goods International Organization,vol. 33 no. 2 (Spring)
pp. 149-76

Bohi, Dougla R., ard Milton Russell 1978 Limiting Oil Imports: An Eco-
nomic History and Analysis (Baltimore The Johrs Hopkins University
Pres for Resource for the Future)

Branson William H., 1980 Trends in United State internation&trace ard
investmen sine World War 1l. In Feldstein 1980 pp. 183-257

Brenner Robert 1977 The origins of capitalis developmenta critique of
neo-Smithia Marxism NewLet Reviewno. 104 (July), pp. 25-81

BressangAlbert, 1983 Masterirg the "worldeconomy. Foreign Affairs, vol.
61, na 4 (Spring) pp. 745-72

Brown, A. J, 1955 The Great Inflation, 1939-195 (London Oxford Uni-
versily Press)

Brown, Seyom 1983 The Faces of Power: Constancyand Change inUnited
StatesForeign Policy from Trumanto Reagan(New York: Columba
University Press)

Brown, William Adams Jr, 1950 The United Statesand the Restoratiorof
World Trade (Washington D.C: Brookings Institution)

Brown, William Adams Jr, ard Redves Opig 1953 AmericanForeign As-
sistance(Washington D.C: Brookings Institution)

Cahn Linda, 1980 Nationd powe ard Internationh Regimes The United
States ard Internationh Commodiy Markes (Ph.D dissertation Stan
ford University)

Calleq David P, ard Benjamh M. Rowland 1973 Americaand the World
Political Economy:Atlantic Dreams andNational Realities(Blooming
ton: Indiara Universily Press)

Calleq David P, 1982 ThelmperiousEconomy(Cambridge Harvad Uni-
versily Press)

Cameron David R, 1978 The expansia of the public economy a compar
ative analysis AmericanPolitical ScienceReviewyol. 72 no. 4 (Decem
ber), pp. 1243-61

CampenJame T, ard Arthur MacEwan 1982 Crises contradictionsard
conservatie controversie in contemporar U.S capitalism Reviewof
Radical Political Economicsyol. 14 na. 3, pp. 1-22

Carr, E. H., 1946/1962 The TwentyYears Crisis (London St Martin's)

Chase-Dunn Christophe K., 1981 Interstaé systen and capitalis world-
economy ore logic or two? InternationalStudiesQuarterly, vol. 25 no.
1 (March) pp. 19-42

Chase-DunnChristophe K., 1982 Internation& economt policy in a de
clining core state In Avery ard Rapkin 1982 pp. 77-96

Cipolla, Carlg ed, 1970 The EconomicDecline of Empires(London Me-
thuen)

262



BIBLIOGRAPHY

Cipolla, Carlg ed, 1976 The Fontana EconomicHistory of Europe: The
TwentiethCentury,2 vols (London Fontana)

Coase Ronald 1960 The problem of socid cost Journal of Law and Eco-
nomics,vol. 3, pp. 1-44

Cohen Benjamn J, 1977 Organizing the World's Money: The Political
EconomyofinternationalMonetaryRelations(New York: Bast Books)

Cohen Benjamn J, 1983 Balan® of paymens financing evolutin of a
regime In Krasner 1983 pp. 315-36

Cohen G. A., 1978 Karl Marxs Theoryof History: A Defense(Princeton
Princetm Universiy Press)

Colson Elizabeth 1974 Tradition and Contract: The Problem of Order
(Chicago Aldine Publishig Company)

ConybeareJom A.C,, 1980 Internation& organizatio ard the theoy of
propery rights InternationalOrganization,vol. 34 no. 3 (Summer) pp.
307-34

Cooper Richad N., 1968 The Economicsof InterdependencéNew York:
McGraw Hill for the Councl on Foreign Relations)

Cooper Richad N., 1972-73 Track policy is foreign policy. Foreign Policy,
no. 9, pp. 18-36

Cooper Richad N., 1982 The gold standard historicd facts ard future
prospects BrookingsPaperson EconomicActivity, no. 1, pp. 1-56

Cooper Richad N., 1983 Economt interdependergard the coordinatio
of economt policies (Cambridge Harvad Institute of Econom¢ Re
search Harvad University, Discussio Pape no. 1003 August)

Corden W. N., 1977 Inflation, ExchangeRates andhe World Economy:
Lectureson InternationalMonetary Economics(Chicago University of
Chicag Press)

Corden W. N., 1981 The logic of the internationd monetay non-systen
(Canberra Cente for Econom¢ Policy ResearchAustralian Nationa
University, Discussio Pape no. 24, March)

Cowhey Pete F., and Edwand Long, 1983 Testirg theories of reginme change
hegemort declire or surplws capacity International Organization,vol.
37, no. 2 (Spring) pp. 157-83

Cox, Robet W., 1977 Laba ard hegemony International Organization,
vol. 31, no. 3 (Summer) pp. 385-424

Cox, Robet W., 1981 Socid forces stats ard world orders beyord inter
nationa relatiors theory Journal ofinternational Studies,Millennium,
vol. 1Q no. 2 (Summer) pp. 126-55

Cyert Richard ard Jamse G. March 1963 The Behavioral Theoryof the
Firm (Englewod Cliffs, N.J: Prentice-Hall)

Dam, Kenneh W., 1970 The GATT: Lawand InternationalEconomicOr-
ganization(Chicago Universily of Chicag Press)

DarmstadterJoe] ard Hars H. Landsberg 1975 The economé background
In Vernon 1975 pp. 15-38

263



BIBLIOGRAPHY

Davis Lance ard Douglas C. North, 1971 Institutional Changeand Amer-
ican EconomicGrowth (Cambridg Universily Press)

De Cecco Marcellg 1975 Moneyand Empire:Thelnternational GoldStand-
ard, 1890-1914(Totowa N.J: Rowman ard Littlefield).

Deese David A., ard Josep S Nye, eds, 1981 Energyand Security (Cam
bridge Mass. Ballinger)

De Larosiere J, 1983 The domestt econory ard the Internation& econ
omy—ther interactions IMF SurveyDecembeb.

De Menil, George ard Anthory Solomon 1983 EconomicSummitry(New
York: Counci on Foreigh Relations)

Diebold William, Jr, 1952 Trade and Paymentsin WesternEurope (New
York: Harper)

Diebold William, Jr, 1983 The United State in the world economy a fifty -
yea view. Pape prepard for a meetirg of the Councl on Foreigh Re
lations New York, May 16

Eckes Alfred E, Jr, 1975 A Searchfor Solvency:Bretton Woodsand the
internationalMonetarySystem,1941-1971(Austin. Universily of Texa
Press)

Economist(London) various issues

Ehrenberg Richard 1928 Capitaland Financein the Age ofthe Renaissance:
A Studyofthe Fuggers and Their Connectionsanslate from the Ger
man by H. M. Lucas (New York: Harcourt Brace)

Eklund Klas, 1980 Long waves in the developmendf capitalisn? Kyklos,
vol. 33 fasc 3, pp. 383-419

Engler Robert 1961 The Politics of Oil (Chicago University of Chicag
Press)

Feis Herbert 1930 Europe, The World's Banker (New Haven Yale Uni-
versity Press)

Feis Herberf 1966 1933 Charactersin Crisis (Boston Little, Brown).

Feldstein Martin, ed, 1980 TheAmericanEconomyin Transition (Chicago
University of Chicag Press)

Fellner, William, 1949 Competitionamongthe Few (New York: Knopf).

Field, Alexande J, 1981 The problem with neoclassidainstitutiond ece
nomics a critique with specia referene to the North/Thoma modé of
pre-15@ Europe Explorationsin EconomicHistory, vol. 18 na. 2 (April),
pp. 174-98

Fine Ben ard Laurene Harris 1979 RereadingCapital (New York: Co
lumbia University Press)

Finifter, Ada W., ed, 1983 Political Science: The State ofthe Discipline
(Washington D.C: American Politicd Sciene Association)

Finlayson Jodk A., ard Mark Zacher 1983 The GATT ard the regulatio
of trace barriers regime dynamis ard functions In Krasner 1983 pp.
273-314

Ford A. G, 1962 The Gdd Standard,1880-1914(Oxford The Clarendm
Press)

264



BIBLIOGRAPHY

Foreigh Policy Researke Institute 1980 Oil Diplomacy: TheAtlantic Nations
in the Oil Crisis of 1978-79 (Philadelphia)

Franke] P. H. 1966 Mattei: Oil and Power Politics (London Fabe and
Faber)

Frend Institute for Internation& Relations 1982 RAMSESL982: The State
of the World Economy(Cambridge Mass. Ballinger)

Gardner Richard 1956/1980 Sterling-Dollar Diplomacyin Current Per-
spective(New York: Columba Universiyy Press 1980) This is an ex
pandel edition of Sterling-Dollar Diplomacy (New York: Oxford Uni-
versity Press 1956)

GardnerRichard 1983 Commens on apape by Raymord Vernon Twenty
Fifth Anniversay Conferene of the Cente for Internationd Affairs,
Harvad University, Cambridge Jure 11

GATT (GenerbAgreemenon Tariffs ard Trade) Focus (Geneva)bimonthly,

Geertz Clifford, 1973 Thelnterpretationof Cultures(New York: Bast Books)

GeorgeAlexande L., 1979 Cag studies ard theoy developmentthe methal
of structured focusel comparison In Pau Gorda Lauren ed, Diplo-
macy: New Approachesin History, Theoryand Policy (New York: The
Free Press)

George Alexande L., ard Richad Smoke 1974 Deterrencein American
Foreign Policy (New York: Columba Universily Press)

Gerth H. H,, ard C. Wright Mills, eds, 1946 From Max Weber: Essaysn
Sociology(New York: Oxford University Press)

Gilpin, Robert 1972 The politics of transnationeconomi relations In
Keohare ard Nye, 1972 pp. 48-69

Gilpin, Robert 1975 U.S Powerand the Multinational Corporation(New
York: Bast Books)

Gilpin, Robert 1981 War and Change inWorld Politics (Cambridge Cam
bridge Universily Press)

Goldstein Judith 1983 A Re-examinatip of American Trace Policy. An
Inquiry into the Cause of Protectionisn (Ph.D dissertationUCLA).

Gouldner Alvin, 1960 The nom of reciprocity AmericanSociologicalRe
view, vol. 25 na. 2 (April), pp. 161-78

Gourevitch Pete Alexis, 1978 The secod image reversed International
Organization,vol. 32 na. 4 (Autumn), pp. 881-912

Graham Richard 1968 Britain andthe Modernizatiorof Brazil, 1850-1914
(Cambridge Cambridg Universily Press)

Haas Erng B., 1958 The Uniting of Europe (Stanford Stanfod University
Press)

Haas Erng B., 1964 Beyondthe Nation-State(Stanford Stanfod Unversity
Press)

Haas Erng B., 1980 Why collaborat® Issue-linkag ard internationé re-
gimes World Politics, vol. 32 no. 3 (April), pp. 357-405

Haas Erng B., 1983 Words can hutt you; or, who sad wha to whom abou
regimes In Krasner 1983 pp. 23-60

265



BIBLIOGRAPHY

Haas Erng B, Mary Pa Williams, ard Don Babaj 1977 Scientistand World
Order: The Usesof TechnicalKnowledgein International Organizations
(Berkeley Universiy of California Press)

Habermas Jurgen 1973/1976 Legitimation Crisis (London Heinemann)
translate from the German edition publishel in 1973

Hardin Russell 1982 CollectiveAction (Baltimore The Johrs Hopkins Uni-
versily Pres for Resource for the Future)

Harsanyi John 1962/1971 Measuremenof socid power opportuniy coss
and the theow of two-persa bargainig gamesBehavioralScienceyol.
7, no. 1, pp. 67-80 Much of this article al appeas as Harsanyj The
dimensian ard measuremerof socid power in K. W. Rothchild ed,
Powerin EconomicgBaltimore Pengun Books) pp. 77-96

Hart, H.L.A., 1961 The Conceptof Law (Oxford The Clarenda Press)

Henkin Louis 1979 How Nations Behave:Law and ForeignPolicy, 2rd
edition (New York: Columba Universily Pres for the Councl on Foreign
Relations)

Heymann Philip B., 1973 The problem of coordination bargainimg ard rules
Harvard Law Reviewyol. 86 na 5 (March) pp. 797-877

Hibbs Douglas ard Heino Fasshindereds, 1981 ContemporaryPolitical
Economy: Studieson the Interdependence d?olitics and Economics
(Amsterdam North-Holland)

Hickman Bett G, 1977 Commen on Salant in Krause ard Salanf 1977
pp. 227-32

Hirsch Fred 1967 Money International (London Pengun Books)

Hirsch Fred 1976 SocialLimitsto Growth (Cambridge Harvad Universiy
Press)

Hirsch Fred 1977 The Bageho problem The ManchesteiSchool,vol. 45
no. 3 (September)pp. 241-57

Hirsch Fred 1978 The ideologicé underla of inflation. In Hirsch ard Gold-
thorpe 197§ pp. 263-84

Hirsch Fred ard Pete Oppenheimer1976 The trial of managd money
currency credt and prices 1920-19701n Cipolla, 1976 vol. 2, pp. 603
98.

Hirsch, Fred ard Michad Doyle, 1977 Politicizatian in the world economy
necessdr conditiors for an internationdeconont ordet In Hirsch ard
Doyle et al, Alternatives toMonetaryDisorder (New York: McGraw
Hill for the Counci on Foreign Relations)

Hirsch, Fred ard Jom Goldthorpe eds, 1978 The Political Economyof
Inflation (London Martin Robertson)

Hirschman Albert O, 1945/1980 National Power andthe Structure of-or-
eign Trade (Berkeley Universiy of California Press)

Hirschman Albert O, 1970 Exit, Voice and Loyalty (Cambridge Harvad
University Press)

Hirschman Albert O, 1981 The socid ard politicd matrix of inflation:
elaboratios on the Latin American experienceln Hirschman Essays in

266



BIBLIOGRAPHY

TrespassingEconomicgo Politicsand Beyond(Cambridge Cambridg
Universily Press)pp. 177-207

Hobbes Thomas 1651/1958L eviathan.(Indianapolis Bobbs-Merrill)

Hobsbawm E. J, 1968 Industryand Empire (New York: Panthen Books)

Hobson Jom A., 1902/1938 Imperialism; AStudy(London Georg Allen
& Unwin).

Hoffmann Stanley 1960 ContemporaryTheoryin International Relations
(Englewod Cliffs, N.J: Prentice-Hall)

Hoffmann Stanley 1965 TheState ofVar: Essayson the Theoryand Practice
of International Politics (New York: Praeger)

Hoffmann Stanley 1966 Obstinaé or obsolet@ The fate of the nation-sta
ard the cae of Westen Europe Daedalus,vol. 95 (Summer) pp. 862
915

Hoffmann Stanley 1981 Duties BeyondBorders (Syracuse Syracus Uni-
versity Press)

Hude¢ Robet E, 1975 The GATT Legd Systemand World Trade Diplo-
macy (New York: Praeger)

Hutton Nicholas 1975 The saliene of linkage in internation& economg
negotiations Journal of CommonMarket Studies vol. 13 nos 1-2 pp.
136-60

Hymer, Stephen 1972 The internationalizatio of capital Journal of Eco-
nomic Issuesvol. 6, no. 1 (March) pp. 91-111

IEA (Internation& Enery Agency) 1980 Energy Policies andProgrammes
of IEA Countries,1979Review(Paris OECD/IEA).

IEA, 1981 Energy Policies and Programmesdf IEA Countries, 1980 Review
(Paris OECD/IEA).

IEA, 1982a EnergyPolicies andProgrammesf|EA Countries,1981 Review
(Paris OECD/IEA).

IEA, 1982b World EnergyOutlook (Paris OECD/IEA).

IEA/Pres (Paris) Pres releases

IMF (Internationd Monetay Fund) 1983 World EconomicOutlook (Wash
ington, D.C.).

Inglehart Ronald and Jacques-Re&Rubier 1978 Econome uncertaing ard
Europea solidarity. public opinion trends Annalsofthe AmericanAcad-
emy of Political and Social Scienceo. 440 (November) pp. 66-97

Jackson John 1983 Semina on internation& trace bargaining Harvad
University, Decembe 1

Jervis Robert 1978 Cooperatia unde the securiy dilemma World Politics,
vol. 30 no. 2 (January)pp. 167-214

Jervis Robert 1983 Securiy regimes In Krasner 1983 pp. 357-78

JohnsonPaul 1957 TheSue War (New York: Greenbeay Press)

JonssonChrister 1981 Sphee of flying: the politics of internationhaviation
International Organization,vol. 35 na 2 (Spring) pp. 273-302

Kalt, Josep P, 1981 The Economicsand Politics of Oil Price Regulation:
Federal Policy in the Post-EmbargdEra (Cambridge MIT Press)

267



BIBLIOGRAPHY

Kapstein Ethan Barnaby 1983 The sterling-dolla oil problem (unpublished
manuscript)

Katzenstein Pete J, 1975 Internation& interdependencesorre long-tem
trencs ard receit changes International Organization,vol. 29 no. 4
(Autumn), pp. 1021-34

KatzensteinPete J, ed, 1978 BetweerPowerandPlenty: Foreign Economic
Policies of Advancedndustrial States(Madison University of Wisconsn
Press)

Katzenstein Pete J, 1984 Corporatismand Change.(lthaca Cornel Uni-
versily Press)

Keohane Nannelr O, 1980 Philosophyand the Statein France: The Ren-
aissanceto theEnlightenmen{Princeton Princetm University Press)

Keohane Robet O, 1978 The Internation& Eneryy Agency stae powe
and transgovernmentapolitics International Organization,vol. 32 no.
4 (Autumn), pp. 929-52

Keohane Robet O, 1980 The theoy of hegemort stability ard changs in
internation& economt regimes 1967-19771n Ole Holsi & al, Change
in the International SystemBoulder Westviev Press)pp. 131-62

Keohane Robet O, 1982a The demau for internation& regimes Inter-
national Organization,vol. 36 no. 2 (Spring) pp. 325-55 Also in Kras
ner, 1983

KeohaneRobet O, 1982b Hegemort leaderstp ard U.S foreign econong
policy in the "Long Decade of the 1950s In Avery ard Rapkin 1982
pp. 49-76

Keohane Robet O, 1982¢ Stak powe ard industy influence American
foreign oil policy in the 1940s International Organization,vol. 36 no.
1 (Winter), pp. 165-83

KeohaneRobet O, 1982d Internationhagencis ard the art of the possible
the cae of the IEA, Journal of Policy Analysisand Managementyol. 1,
no. 4 (Summer) pp. 469-81

Keohane Robet O, 1983 Theoy of world politics structurd Realisn ard
beyond In Finifter, 1983 pp. 503-40

Keohane Robet O, forthcoming The internationé politics of the gred in-
flation. In Lean Lindbeg ard Charles Maier, eds, ThePolitics ofInflation
and Recessior(Washington D.C: Brookings Institution)

Keohane Robet O, ard Josep S Nye, eds, 1972 TransnationalRelations
and World Politics (Cambridge Harvad Universily Press)

Keohane Robet O, ard Josep S Nye, 1974 Transgovernmentaelatiors
and internation& organizationsWorld Politics, vol. 27, no. 1 (October)
pp. 39-62

Keohane Robet O, ard Josep S Nye, 1977 Powerand Interdependence:
World Politics in Transition (Boston Little, Brown).

Kindlebergey Charles P, 1972 The internationhmonetay politics of a near
gred power two Frent episodes1926-198 ard 1960-1970Economic
Notes(Siena) vol. 1, nos 2-3 pp. 30-44

268



BIBLIOGRAPHY

Kindleberger Charles P, 1973 TheWorld in Depression,1929-1939(Berke
ley: Universily of California Press)

Kindleberger Charles P, 1978a The agirg econony (lecture given a the
Institut fur Welfwirtschaft Kiel, July 5; publishel in Weltwirtschaftliche
Archv Bd. CXIV).

Kindleberger Charles P, 1978b EconomicResponseComparativeStudies
in Trade, Financeand Growth (Cambridge Harvad Universily Press)

Kindleberger Charles P, 1978c Manias, Panicsand Crashes(New York:
Bast Books)

Kindleberger Charles P, 1981 Dominane ard leaderstp in the internation&
economy InternationalStudiesQuarterly, vol. 25 no. 3 (June) pp. 242
54.

Kindleberger Charles P, 1983 On the rise ard declire of nations Interna-
tional StudiesQuarterly, vol. 27, no. 1 (March), pp. 5-1Q

Klebanoff, Shoshana 1974 Middle East Qil and U.S. Foreign Policy(New
York: Praeger)

Knorr, Klaus 1975 The Power of Nations: The Political Economyof Inter-
national Relations(New York: Bast Books)

Kolko, Gabriel\l 1968 The Politics of War: The World and United States
Foreign Policy, 1943-1945(New York: Vintage Books)

Kolko, Joye and Gabrie| 1972 The Limits of Power (New York: Harpe
& Row,1972)

Krasner Stephea D., 1976 Stak powe ard the structue of internation&
trade World Politics, vol. 28 na. 3 (April), pp. 317-43

Krasner Stepha D., 1978a Defendingthe NationalInterest: RawMaterials
Investmentsand U.S. Foreign Policy (Princeton Princetm University
Press)

Krasner Stephe D., 1978b United Statess commercid and monetay policy:
unravellirg the parada of extern strengh ard internd weaknessin
Katzenstein 1978 pp. 51-88

Krasner Stepha D., 1979 The Tokyo round particularistc interess ard
prospedc for stability in the globd trading system InternationalStudies
Quarterly, vol. 23 no. 4 (December)pp. 491-531

Krasner Stephe D., 1982 American policy ard globd economi stability.
In Avery ard Rapkin 1982 pp. 29-48

Krasner Stephe D., 1983 Structurd causs ard regime consequencese
gimes as intervenirg variables In Krasner 1983 pp. 1-22

Krasner Stepha D., ed, 1983 International Regimeg(lthaca Cornel Uni-
versiy Press)

Krause Lawrence ard Walte Salant eds, 1977 Worldwidelnflation (Wash
ington D.C: Brookings Institution)

LaFeber Walter, 1972 America, Russiand the Cold War, 1945-71 (New
York: Jom Wiley & Sons)

Laidler, D.E.W, 1975 Essayson Moneyand Inflation (Chicago Universiy
of Chicag Press)

269



BIBLIOGRAPHY

Laidler, D.E.W, 1977 TheDemandor Money: Theoriesand Evidence(New
York: Harpe & Row).

Laitin, David, D., 1982 Capitalisn ard hegemony Yorubalam ard the in-
ternation& economy International Organization,vol. 36, no. 4 (Au-
tumn), pp. 687-713

Lakatos Imre, 1970 Falsification ard the methodolog of scientific researh
programmesin Imre Lakates ard Alan Musgrave eds, Criticism and
the Growth of Knowledge(Cambridge Cambrid@ University Press)

Lake David A., 1983 Internationheconomt structure ard American foreign
economi policy, 1887-1934 World Politics, vol. 35 no. 4 (July), pp.
517-43

Lantske UIf, 1975 The OE ard its Internation& Energy Agency In Ver-
non ed, 1975 pp. 217-28

Larson Henrieta M., Evelyn H. Knowlton, and Charles S Popple 1971
New Horizons, 1927-1950vol. 3 of History of StandardOil Company
(NewJersey)(New York: Harpe & Row).

Latsis Spiro J, 1976 A researh programne in economics In Latsis ed,
1976 pp 141

Latsis Spiro J, ed, 1976 Methodand Appraisalin Economics(Cambridge
Cambridg Universily Press)

Lawson Fred 1983 Hegemow ard the structue of internation&trace reas
sessed a view from Arabia International Organization,vol. 37, no. 2
(Spring) 317-38

Lebow, Richad Ned 1981 BetweenPeaceand War: The Nature of Inter-
national Crisis (Baltimore The Johrs Hopkins Universily Press)

Lenin, V. I., 1917/1939 Imperialism: The HighestStageof Capitalism (New
York: Internation& Publishers)

Lewis, David K., 1969 Convention:A PhilosophicalStudy(Cambridge Har
vard Universily Press)

Lewis, W. Arthur, 1978 Growth andFluctuation,1870-1913London Georg
Alien & Unwin).

Lindblom, Charles E,, 1965 Thelntelligence oDemocracy(New York: The
Free Press)

Lindert, Pete H., 1969 Key Currenciesand Gold, 1900-1913.Princetm
Studies in Internation& Finan@ no. 24 (Princeton Princetm Universiy
Finan@ Section)

Lipson Charles 1981 The internation& organizatia of Third World debt
International Organization,vol. 35 no. 4 (Autumn), pp. 603-32
Lipson Charles 1983 The transformatia of trade the sourcs ard effects

of regime changeln Krasner 1983 pp. 233-72

Locke John 1690/1960Two TreatiseofGovernmentedited by Pete Laslet
(Cambridge Cambridg Universily Press)

Lombra Raymond ard Willard Witte, eds, 1982 Political Economyof In-
ternational and Domestic MonetanRelations(Ames lowa Stae Uni-
versity Press)

270



BIBLIOGRAPHY

Lowry, S Todd 1979 Bargan ard contrat theoy in law ard economics
In Samuels 1979 pp. 261-82

Mackie J L., 1977 Ethics: InventingRight and Wrong (Harmondsworth
England Pengun Books)

Macpherson C. B, 1962 The Political Theory of Possessivendividualism
(New York: Oxford Universily Press)

Mancke Richad B., 1980 The American response“on the job training?
In Foreigh Policy Researls Institute 198Q pp. 27-43

Mande| Ermest 1970 Europe vs. America: Contradictionsof Imperialism
(New York: Monthly Reviev Press)

Mande| Ernest 1974 Late Capitalism(London Verso)

March Jams G, 1966 The powe of power In David Easton ed, Varieties
of Political Theory (Englewodl Cliffs, N.J: Prentice-Hall) pp. 39-70

March James G, 1978 Boundel rationality, ambiguity ard the engineerig
of choice Bell Journal of Economicsyol. 9, no. 2 (Autumn) pp. 587
608

March Jame G, ard Herbet Simon 1958 OrganizationgNew York: Jom
Wiley & Sons)

Marx, Karl, 1852/1972 The EighteenthBrumaire of Louis Bonaparte,in
Robet C. Tucker ed, The Marx-EngelsReader(New York: W. W.
Norton), pp. 436-525

Maull, Hans 1980 Europeand World EnergylLondon Butterworth)

McKeown Timothy J, 1983a Hegemort stability theoy ard 19t centuy
tariff levek in Europe InternationalOrganizationyol. 37, na. 1 (Winter),
pp. 73-92

McKeown Timothy J, 1983b Orthodx microeconomis ard theories of
internationd politics (Pittsburgh Carnegie-Mella University, Depart
mert of Socid SciencesJune)

Mikesell Raymong 1954 Foreign Exchangen the Postwar World (New
York: Twentieh Centuy Fund)

Mill, Jom Stuarf 1861/1951 Utilitarianism (New York: E. P. Dutton)

Miller, Aaron David, 1980 Searchfor Security:SaudiArabian Oil andAmer-
ican Foreign Policy, 1939-1949(Chapé Hill: University of North Car
olina Press)

Mitrany, David, 1975 The Functional Theoryof Politics (London St Mar-
tin's Pres for the Londa Schod of Economis ard Politicd Science)

Modelski George 1978 The long cycle of globd politics ard the natior
state ComparativeStudies inSocietyand History, vol. 20 na. 2 (April),
pp. 214-38

Modelski George 1982 Long cycles ard the strateg of U.S internation&
economt policy. In Avery ard Rapkin 1982 pp. 97-118

MorgenthayHars J, 1948/1966 Politics AmongNations,4th edition (New
York: Knopf).

Mork, Knut Anton, ard Robet E. Hall, 1979 Enery prices inflation ard

271



BIBLIOGRAPHY

recession 1974-6 (Nationd Bureai of Econom¢ ResearchWorking
Pape no. 369 July).

Morse Edwad L., 1976 Modernizationand the Transformationof Inter-
national Relations(New York: The Free Press)

Murray, Robin 1971 The internationalizatio of capitd ard the nation state
NewLet Reviewno. 67 (May-June) pp. 84-109

Nage| Ernest 1961 The Structure ofScientific Explanation (New York:
Harcout Brace)

Nau, Henry, 1974-75 U.S foreign policy in the energy crisis Atlantic Com-
munity Quarterly, vol. 12 no. 4 (Winter), pp. 426-39

Neff, Thomas 1981 The changimg world oil market In Deeg ard Nye, 1981
pp. 23-48

NeustadtRichad E,, 1970 AlliancePolitics (New York: Columba University
Press)

North, Douglas C, 1981 Structureand Changein EconomicHistory (New
York: W. W. Norton)

North, Douglas C, ard Robet Pau Thomas 1973 TheRised the Western
World: A New EconomicHistory (Cambridge Cambridg Universily
Press)

Nye, Josep S, 1981 Energ ard security In Deeg & Nye, 1981 pp. 3-22

Nye, Josep S, 1983 Ethics ard foreign policy (unpublishd paper)

Odell, Jom S, 1980 Latin American trace negotiatios with the United States
International Organization,vol. 34, no. 2 (Spring) pp. 207-28

Odell, Jom S, 1982 U.S International Monetary Policy: Markets, Power,
and Ideas asSourcesof Change(Princeton Princetm Universily Press)

OEMD (Organizatim for Economé Cooperatio ard Development)1977a
TowardsFull Employmenand Price Stability (McCracken Report Paris)

OECD, 1977b World Energy Outlook (Paris)

OECD, 1979 The Impact of the Newly Industrializing Countries on Pro-
duction and Trade in Manufacture§Repot by the Secretary-General
Paris)

OECD, 1980 Main Economiclndicators: Historical Statistics, 1960-1979
(Paris)

OECD, 1982 EconomicOutlook: OccasionalStudies(Paris) June

OECD, 1983 EconomicOutlook (Paris) na. 33 (July).

OECD, Observer(Paris) bimonthly.

OEEC (Organization for Europea Econom¢ Cooperation) 1958 Europe's
Needfor Qil: Implicationsand Lessonsof the SuezCrisis (Paris)

Okin, Susa Moller, 1984 Taking the bishogs seriously World Palitics, vol.
36, no. 4 (July).

Olson Mancur, 1965 The Logic of CollectiveAction (Cambridge Harvad
University Press)

Olson Mancur 1982 The Riseand Declineof Nations: Economic Growth,
Stagflation,and Social Rigidities (New Haven Yale University Press)

Olson Mancur, and Richad Zeckhauser1966 An economt theoy of al

272



BIBLIOGRAPHY

liances Reviewof Economicsand Statistics,vol. 48 no. 3 (August) pp.
266-79 Reprintel in Bruce Russett ed, Economic Theoriesof Inter-
national Politics (Chicago Markham 1968) pp. 25-49

Osgood Robet E., 1953 Ideals and Self-Interestin American Foreign Re-
lations (Chicago University of Chicag Press)

Oye Kenneh A., 1979 The doman of choice In Oye & al, 1979 pp. 3-33

Oye Kenneh A., 1983a Internation&systen structue and American foreign
policy. In Oye & al,, 1983 pp. 3-32

Oye Kenneh A., 1983b Belief SystemsBargainirg ard Breakdown Inter-
nationd Politicd Econony 1929-193 (Ph.D dissertationHarvad Uni-
versity).

Oye Kenneh A., Donall Rothchild and Robet J. Lieber, eds, 1979 Eagle
Entangled: U.S. Foreign Policy in a ComplexWorld (New York: Long
man)

Oye Kenneh A., Robet J. Lieber, ard Donatl Rothchild eds, 1983 Eagle
Defiant; UnitedStated-oreignPolicyin the 1980s(Boston Little, Brown).

Page S.AB, 1981 The revivd of protectionisn ard its consequensefor
Europe Journal of CommonMarketStudiesyol. 20, no. 1 (September)
pp. 17-40

Panitch Leg 1976 Social Democracyand Industrial Militancy: the Labour
Party, the Trade Unions and IncomesPolicy, 1945-1974(Cambridge
Cambridg University Press)

PattersonGardney 1966 Discriminationin InternationalTrade, The Policy
Issues(Princeton Princetm Universily Press)

PenrosegEdith T., 1975 The developmendf crisis In Vernon 1975 pp. 39
57.

Polanyi Karl, 1957/1971 The econony as instituted processin Polany &
al, Tradeand Market in the Early Empires (Chicago Henly Regnery)
pp. 243-70

Puchala Donat J, 1975 Domestt politics ard region& harmonizatio in
the Europea Communities World Politics, vol. 27, na. 4 (July), pp. 496
520

Puchala Donall J, ard Raymoml F. Hopking 1983 Internation& regimes
lessoms from inductive analysis In Krasner 1983 pp. 61-92

Putnam Robet D., 1978 Interdependerecard the Italian Communists In-
ternational Organization,vol. 32 no. 2 (Spring) pp. 301-49

Putnam Robet D., ard Nicholas Bayne 1984 HangingTogether:TheSeven-
Power Summits(Cambridge Harvad Universily Press)

Radner C. B. ard R, 1972 Decisionand Organization(Amsterdam North-
Holland)

Rawls John 1971 A Theory of Justice (Cambridge Harvad Universiy
Press)

Reich Robet B., 1983 Beyord free trade Foreign Affairs, vol. 61, no. 4
(Spring) pp. 773-804

Robbins Lionel, 1932 An Essayon the Nature andSignificanceof Economic
Science(London Macmillan)

273



BIBLIOGRAPHY

RosecranceRichard ed, 1976 Americaas an Ordinary Country (Ithaca
Cornel Universiy Press)

RosecrancgeRichard ard Arthur Stein 1973 Interdependencemyth or reat
ity? World Politics, vol. 26 na 1 (October) pp. 1-27

Rostow W. W., 1975 Kondratieff Schumpeteard Kuznets trerd periods
revisited Journal of EconomicHistory, vol. 25 no. 4 (December) pp.
719-53

Rousseauean-Jacqued755/1950A Discourseon the Origin ofInequality
(New York: E.P. Dutton)

Rubin Barry, 1980 Pavedwith GoodIntentions: The AmericanExperience
in Iran (New York: Oxford University Press)

Ruggie Jom Gerard 1975 Internationh responseto technology conceps
and trends InternationalOrganizationyol. 29 na 3 (Summer)pp. 557
84.

Ruggie Jom Gerard 1983a Continuily and transformatia in the world
polity: towad a neorealis synthesisWorld Politics, vol. 35 no. 2 (Jan
uary), pp. 261-86

Ruggie Joim Gerard 1983b Internationéregimestransactionsard change
embeddéd liberalign in the postwa econont order In Krasney 1983
pp. 195-232

Ruggie Jom Gerard 1983c Politicd structue ard chang in theinternationa
economt order the north-sout dimension In Ruggie 1983 pp. 423
88

Ruggie Jom Gerard ed, 1983 TheAntinomiesofinterdependenceNational
Welfare and the Division of Labor (New York: Columba Universiy
Press)

Russell Robet W., 1973 Transgovernmeniténteractian in the internationa
monetay system 1960-1972InternationalOrganizationyol. 27, no. 4
(Autumn), pp. 431-64

Russett Bruce 1978 The margina utility of incone transfes to the Third
World. InternationalOrganizationyol. 32 no. 4 (Autumn), pp. 913-28

Sahling Marshal| 1972 Sone Age Economics(Chicago Aldine-Atherton)

Salant Walter, 1977a Internation&transmissia of inflation. In Krause ard
Salanf 1977 pp. 167-227

SalantWalter, 1977b A supranationleapproahb to the analyss of worldwide
inflation. In Krause ard Salant 1977 pp. 633-50

SamuelsWarren J, 1979 The Economyas a Systenof Power (New Bruns
wick, N.J Transactia Books)

SamuelsonPau A., 1967 The monopolistt competitian revolution In R. E.
Kuenng ed, MonopolisticCompetitionTheory(New York: Jom Wiley
& Sons)

Sandel Michad J, 1982 Liberalismand theLimits of Justice (Cambridge
Cambrid@ Universiy Press)

SaxonhouseGary, 1982 Cyclicd ard macrostructudaissus in U.S.-Japa
economt relations In Danid |. Okimotq ed, Japars Economy:Coping

274



BIBLIOGRAPHY

with Changen thelnternationalEnvironmen{Boulder Westviev Press)
pp. 123-48

Schelling Thoma C, 1960/1980 The Strategyof Conflict (Cambridge Har
vard Universiy Press)

Schelling Thoma C, 1978 Micromotivesand Macrobehavior(New York:
W. W. Norton)

Schieffelin Edwad L., 1980 Reciprociy ard the constructia of reality. Man,
vol. 15 na 3 (September)pp. 502-17

SchroederPau W., 1958 TheAxisAllianceand Japanese-AmericaRelations
(Ithaca Cornel Universily Press)

Schuler Heny M., 1976 The internation& oil negotiations In Zartman
1976 pp. 124-207

SchumpeterJosep A., 1934/1951 The Theoryof EconomicDevelopment:
An Inquiry into Profits, Capital, Credit,Interestandthe BusinesCycle,
translatel from the German by Redves Opie (Cambridge Harvad Uni-
versiy Press)

Scitovsky Tibor, 1978 Market powe ard inflation. Economicayol. 45 no.
1M (August) pp.221-33

Shwadran Benjamin 1955 The Middle East, Oil, and the Great Powers
(New York: Praeger)

Simon Herbet A., 1955 A behaviorh modé of rationd choice Quarterly
Journal of Economics vol. 69 no. 1 (February) pp. 99-118 Reprintel
in Simon 1979a pp. 7-19

Simon Herbet A., 1972 Theories of bounde rationality. In Radne ard
Radner 1972 pp. 161-76 Reprintel in Simon 1982 pp. 408-23

Simon Herbet A., 1976 From substantie to procedurbrationality. In Latsis
1976 pp. 129-48 Reprint&l in Simon 1982 pp. 424-43

Simon Herbet A., 1978 Rationaliyy as proces and as produd of thought
AmericanEconomic Reviewyol. 68 no. 2 (May), pp. 1-16 Reprintel
in Simon 1982 pp. 444-59

Simon Herbet A., 1979a Modelsof Thought(New Haven Yale Universiy
Press)

Simon Herbet A., 1979h Rationad decisien making in busines organizations
AmericanEconomicReview,vol. 69 no. 4 (September)pp. 493-513
Reprintal in Simon 1982 pp. 474-94

Simon Herbet A., 1982 ModelsofBoundedRationality,2 vols (Cambridge
MIT Press)

Singer Peter 1972 Famine affluence and morality. Philosophy& Public
Affairs, vol. 1, no. 3 (Spring) pp. 229-43

Skocpo) Theda 1977 Wallersteins world capitalig system atheoretichard
historica critigue AmericanJournalofSociologyyol. 82 no. 5 (March)
pp. 1075-90

Smith, Adam 1776/1976 The Wealth ofNations (Chicago University of
Chicag Press)

Snidal Duncan 1979 Public goods propery rights ard politicd organiza

275



BIBLIOGRAPHY

tion. InternationalStudiesQuarterly,vol. 23 no. 4 (December)pp. 532
66.

Snidal Duncan 1981 InterdependenceRegime and Internation& Cooper
ation (unpublishe manuscript)

Snyder Glem H., and Pad Diesing 1977 Conflict amongNations: Bar-
gaining, Decisionmaking, andSystemStructure inInternational Crises
(Princeton Princetm Universily Press)

Solomon Robert 1977 ThelnternationalMonetarySystem1945-1976:An
Insider's View (New York: Harpe & Row).

Stein Arthur A., 1980 The politics of linkage World Politics, vol. 33 no. 1
(October) pp. 62-81

Stein Arthur A., 1983 Coordinatim and collaboration regimes in an an
archc world. In Krasner ed, 1983 pp. 115-40

Stein Leslig 1981 The growth ard implicatiors of LDC manufacturd ex
ports to advancd countries Kyklos,vol. 34 fasc 1, pp. 36-59

Steinbruner Jom D., 1974 The Cybernetic Theory of Decision: New Di-
mensionsof Political Analysis (Princeton Princetm Universiy Press)

Stigler, Georg J, and Gay S Becker 1977 De GustibusNon Est Dispu-
tandem.AmericanEconomicReviewyol. 67, no. 1 (March), pp. 76-90Q

Stinchcombe Arthur L., 1968 ConstructingSocial Theories. (New York:
Harcourt Braee & World).

StobaughRobet B., 1975 The oil companis in the crisis In Vernon 1975
pp. 179-202

Stocking Georg W., 1970 Middle East Oil: A Studyin Political and Eco-
nomic Controversy(Nashville Vanderbit Universiy Press)

Stoff, Michad B., 1980 Oil, War, and American Security: The Searchfor a
National Policy on ForeignQil, 1941-1947(New Haven Yale Universiy
Press)

Stone Jereny J, 1983 Saa of the MIRV flight-ted ban F.A.S.Public Interest
Report,vol. 36 no. 7 (September)pp. 1-3

Strange Susan 1976 The stud/ of transnationiarelations International Af-
fairs (London) vol. 52 no. 3 (July), pp. 333-45

Strange Susan 1979 The managemenof surplis capacity or hov does
theoly stard up to protectionisn 197G style? International Organization,
vol. 33 na. 3 (Summer) pp. 303-34

Strange Susan 1982 Still an extraordinay power Americas role in a globd
monetay system In Lombra ard Witte, 1982 pp. 73-93

Strange Susan 1983 Cave! hic dragones:a critique of regime analysis In
Krasner 1983 pp. 337-54

Sweezy Pau M., ard Hary Magdoff, 1972 The Dynamicsof U.S. Capital-
ism: Corporate Structure, Inflation, Credit, Goldand the Dollar (New
York: Monthly Reviev Press)

Swoboda Alexander 1977 Monetay approachgto worldwide inflation. In
Krause and Salanf 1977 pp. 9-62

276



BIBLIOGRAPHY

Sylvan David, 1981 The newe$ mercantilism International Organization,
val 35 no. 2 (Spring) pp. 375-94

Taurek Jom M., 1977 Shoutl the numbes coun® Philosophy& Public
Affairs, vol. 6, no. 4 (Summer) pp. 293-316

Taylor, Michael 1976 Anarchyand Cooperation(New York: Jom Wiley &
Sons)

Taylor, Paul 1980 Interdependerecand autonony in the Europea Com
munities the ca® of the Europea monetay systemJournalof Common
Market Studiesyol. 18 na. 4 (June) pp. 370-87

Tollison, RobertD., ard Thoma D. Willett, 1979 An economi theol of
mutually advantageaiissie linkages in internation negotiations In-
ternational Organization,vol. 33 no. 4 (Autumn), pp. 425-49

Toplin, Robert 1971 The Abolition of Slaveryin Brazil (New York: Athe-
neum)

Triffin, Robert 1957 Europe and the MoneyMuddle (New Haven Yale
University Press)

Tucker, Robet W., 1977 ThelnequalityofNations(New York: Bast Books)

Tufte, Edwad R, 1978 Political Control ofthe Economy(Princeton Prince
ton University Press)

Turner, Louis 1978 Oil Companiesin the International System(London
Georg Alien & Unwin for the Royd Institute of Internation& Affairs).

Turner, Louis & al, 1982 The Newly IndustrializingCountries: Trade and
Adjustmen{London Georg Alien & Unwin).

U.S Hous of Representativesl957 Hearing befotre the Committes on In-
terstae ard Foreign CommercePetroleum Survey] 957 Outlook, 85th
Congress 1¢ session February-Marb 1957

U.S Senate 1952 Selet Committee on Smal Business Subcommitte on
Monopoly, The InternationalPetroleumCartel (Staf Repot by the Fed
erd Trace Commission)94h Congress1g sessionreprirt April 1975

U.S. Senate 1957 Joirt Hearing Before Subcommittegof the Committes on
the Judiciay and Committe2 on Interior and Insula Affairs, Emergency
Oil Lift Programand RelatedOil Problems, 85t Congress2nd session
Februay 5-21

U.S Senate 1974a Committes on Foreigh Relations Subcommitte on Mul-
tinationd Corporations The International PetroleumCartel, the Iranian
Consortium,and U.S. National Security, Committee Print, 93rd Con
gress 2nd sessionFebruay 21, 1974

U.S Senate 1974b Committes on Foreigh Relations Subcommitte on Mul-
tinationd Corporations Multinational Oil Corporationsand U.S. For-
eign Policy: Hearings of the Subcommitteeon Multinational Corpora-
tions, 931d Congress2nd session

U.S. Senatg 1975 Committee on Foreign Relations Subcommitte on Mul-
tinationd Corporations Multinational Oil Corporationsand U.S. For-
eign Policy, Report, Committee Print, 93rd Congress2nd sessionJan
ualy 1975

277



BIBLIOGRAPHY

Urmson J O, 1968 Utilitarianism International Encyclopediaof the Social
SciencegNew York: Macmillan) pp. 224-29

Veljanovskj Cenb G, 1982 The Coag theorens ard the econont theoy
of markes ard law. Kyklos,vol. 35 fasc 1, pp. 53-74

Vernon Raymong 1971 Sovereigntyat Bay: The Multinational Spread of
U.S. Enterprises(New York: Bast Books)

Vernon Raymond ed, 1975 TheQil Crisis, speciaissie of Daedalus,Fal
1975

Vernon Raymong 1982 Internationatracke policy in the 1980's prospect
ard problems InternationalStudiesQuarterly,vol. 26 na 4 (December)
pp. 483-510

Vernon Raymond 1983 Old rules ard new players GATT in the world
trading system Pape presentd & the Twenty-Fifth Anniversay Con
ferene of the Cente for Internation& Affairs, Harvad University, Cam
bridge Jure 11

Verreydt Eric, ard Jean Waelbroeck 1982 Europea communiy protection
againg manufacturd imports from developilg countries a ca® study in
the politicd econony of protection In Bhagwatj 1982 pp. 369-92

Viner, Jacob 1948 Powe versis plenty as objectives of foreign policy in the
seventeelfit ard eighteertt Centuries World Politics, vol. 1, no. 1 (Oc
tober) pp. 1-29

Wagner R. Harrison 1983 The theoy of game ard the problem of inter
nationd cooperation American PoliticalScienceReview,vol. 77, no. 2
(June) pp. 330-46

Wallerstein Immanue] 1974 The Modern World-System:Capitalist Agri-
culture andthe Origins ofthe EuropeanWorld-Economyn the Sixteenth
Century(New York: Academ¢ Press)

Wallerstein Immanue| 1979 The Capitalist World Economy(Cambridge
Cambridg University Press)

Wallerstein Immanue] 1980 The ModernWorld-Systemll:  Mercantilism
and the Consolidationofthe EuropeanWorld-Economy,1600-1750(New
York: Academ¢ Press)

Waltz, Kenneth 1959 Man, the State andVar (New York: Columba Uni-
versity Press)

Waltz, Kenneth 1979 Theory of World Politics (Reading Mass. Addison
Wesley)

Walzer, Michael 1977 Justand Unjust Wars: A Moral Argumentwith His-
torical lllustrations (New York: Bast Books)

Warren Bill, 1971 The internationalizatio of capitd and the natian state
a comment New Left Reviewno. 68 (July-August) pp. 83-88

Weber Max, 1904/1949 Objectivity in socid sciene and socid policy. In
Weber TheMethodologyofthe Social Sciencedranslate and edited by
Edwad A. Shils ard Henry A. Finch (New York: The Free Press)

Weber Max, 1905/1949 Criticd studies in the logic of the culturd sciences

278



BIBLIOGRAPHY

In Weber The Methodologyofthe SocialSciencestranslatd ard edited
by Edwad A. Shils ard Henly A. Finch (New York: The Free Press)

Weber Max, 1918/1946 Politics as a vocation In Gert ard Mills, 1946
pp. 77-128

Whitman Maria v.N., 1979 Reflectionsof Interdependencelssuesfor Eco-
nomicTheoryand U.S. Policy(Pittsburgh Universiy of Pittsburdy Press)

Wilcox, Clair, 1949 A Charterfor World Trade (New York: Macmillan)

Willett, Thoma D., ard Jom Mullen, 1982 The effect of alternatie inter-
nationd monetay systens on macroeconongidiscipline ard inflationary
biases In Lombra ard Witte, 1982 pp. 143-55

Williamson, Oliver, 1965 A dynamc theow of interfirm behavior Quarterly
Journal of Economicsyol. 79 no. 4 (November) pp. 579-607

Williamson, Oliver, 1975 Marketsand Hierarchies: Analysisand Anti-Trust
Implications (New York: The Free Press)

Williamson, Oliver, 1983 Credibe commitments usirg hostags to suppot
exchange AmericanEconomicReviewvol. 73 no. 4 (September)pp.
519-40

Wilson, Charles 1957 Profit and Power. A Studyof Englandand the Dutch
Wars (Cambridge Cambridg@ Universily Press)

Wolfers Arnold, 1962 Discord and Collaboration: Essayson International
Politics (Baltimore Johrs Hopkins University Press)

Wolfers Arnold, ard Laurene Martin, eds, 1956 TheAnglo-AmericanTra-
dition in Foreign Affairs (New Haven Yale Universiy Press)

Woolcock Stephen 1982 Adjustmert in Westen Europe In Turne & al,
1982 pp. 220-37

World Financial Markets, publishel monthly by Morgan Guarany Trug
Compary of New York.

Yeager Lelard B., 1976 InternationalMonetaryRelations: Theory, History,
Policy, 2nd edition (New York: Harpe & Row).

Yoffie, David B.,, 1983 Power and Protectionism: Strategiesof the Newly
Industrializing Countries(New York: Columba Universily Press)
Young Oran R, ed, 1975 Bargaining: FormalTheoriesof Negotiation (Ur-

bana University of lllinois Press)

Young Oran R, 1979 Complianceand Public Authority (WashingtonD.C:
Resourcs for the Future)

Young Oran R., 1980 Internationaregimes problens of concepformation
World Politics, vol. 32, na. 3 (April), pp. 331-56

Young Oran R, 1983 Regine dynamics the rise ard fall of internation&
regimes In Krasner 1983 pp. 93-114

Zartman I. William, ed, 1976 The50% Solution(New York: Doubleday)

Zysman John and Laura Tyson 1983 Americanindustryin International
Competition: GovernmenPoliciesand CorporateStrategieqIthaca Cor-
nel Universily Press)

279



This Page Intentionally Left Blank



INDEX

'Abd al-'Aziz, King of Saud Arabia
152 157

ABM (anti-ballistt missile) 116

Achnacary agreement60

act-utilitarians 11

adjustmen costs 6, 161, 163 166 209
216243

Aggarwal Vinod, 33n 61, 91n 190
201, 211

Agreemenon an Internationa Energy
Program 220

Aivazian Varoy A., 87

Akerlof, Georg A., 82 83 93 95n %

Alchian, Armen A., 8n

Algeria, 19

Allison, Graham 114

altruism 122 "putative) 130

"American Century, 15 138

American hegemowy (post-Wortl War
1), 8 16 23-24 31, 36, 37, 41, 42,
49n 139 179 182 194 195-26
passim243-4

Anderson Irvine H., 151 152 153
154 155n 156n 157 157n 159n
16Q 16In

Anglo-American Petrolem Agreemen
(1943-45) 60, 118 141 15Q 153-54
163 14

Anglo-Iranian Oil Compay (AIOC),
156 156n 167, 168 10

anomie 73

antitrug enforcement 160

Arab nationalism 203

Aramam (Arabian American Oil Com
pany) 151 155 156-57 161

arms contrd agreementsl11t

arms races 12h

Arrighi, Giovannj 42, 43

Arrow, Kenneh J, 83 9%

aspiration levels 112

Aswan Dam 1®

asymmetrichinformation 93-%4

Aubrey, Henry, 208

Austin, John 113

Austria, 259

automobiles 211, 2%
Avery, William P, vii
Axelrod, Robert 13 53 76, 104 127

Babaj Don 12

Badger Danie| 226n 227, 228 232
235 236n 237

Bagehot Walter, 13

balance reciprocity 129

balance-of-paymestegime 59

balancig of accountsbilaterd vs. mul-
tilateral 144-%6

Baldwin, David A., 121

Barber William J, 15

Barkun Michael 91n

bast force models 20, 34 195 Seealso
force activation modeb

Bauer Raymoml A., 15

Bayne Nicholas 101n 217 23

behavior 26, 64, 73 238 egoisn ard
empatly as competig explanatios
of, 125-3 passim

behaviorh models 21-2

Beitz, Charles 12Q 124 248 249 250
51

Belgium 223 227

Belgrave Robert 226n 227, 228 232
235 236n 237

benefits 123n distribution of, 18 86

Bergsten C. Fred 99 1&

Blackhurst Richard 212

Blair, John 156n 20

Bliss, Don C, 162

Block, Fred L., 42, 73 120n 137 143
145 253

Bobrow, Davis W., 96n 193

Bohi, Douglas R, 174 15

bomber B-l, 118

boundel rationality, 13 108 11Q HI-
16, 131, 224 238

Bourses (medieva Europe) 129 13t

Branson William H., 1%

Brazil, 123 19Q 217

Brenner Robert 43

Bressand Albert, 188 21

281



INDEX

Brettan Woods conferene (1944) 98
104 141-42 186 21Q 215 monetay
regime 118 149 207 208 217 238
239

Bricker Amendment 118 11&

Britain, 129 203 222 223 226 227,
239 laba government 12Q oil nege
tiations with U.S, 153-54 163 (see
also Anglo-American Petrolem
Agreement) opposition to EPU, 145
sterling-dolla oil problem 159-67
180 ard Sue cana crisis 170-71

British hegemowy (19t century) 31, 36
45, 4N

British loan of 1946 14Q 142 159 1B

British Petroleum 163 170

Brown, John 153

Brown, William Adams Jr, 144 16Q
162 16

Cahn Linda, 98

calculation costs 11Q 113 124

California Arabian Standad Oil Com
pany, seeCasa

Callen Jeffrey L., 87

Caltex 163 164

CampenJams T, 42

capital 253 acces to, 32

capitd flight, 119 12Q 2%

capitalism 41-44 55

CARE, 123

Carr, E H,, 249

cartels 73 79, 191 203

Carter Jimmy, 127

Case Jom C, 15/

Casa (California Arabian Standad Oil
Company) 151 152 Seealso Aramm
(Arabian American Oil Company

Centra Intelligene Ageny (CIA), 168

Chamberlain Neville, 251

Chase-DunnChristophe K., 44

choie ard constraint 71-22

Clayton Will, 155n 157

Coase Ronald 85 86

Coag theorem 85-8

Cock of the Liberalization of Trade 146

coercion 46, 71, 136

Cohen Benjamn J, 185 187 206

Cohen G. A, 42, 80 8n

Cold War, 143

collective actim problem 50, 67, 68-69
76-77 87, 93 105 223 228 23],
246

"collective bad, 1®

collective goods theory 13 38 8

collective self-reliance 219

Colson Elizabeth 94n 1%

comman interests6, 12-13 14 16 66
79, 137, 24Q 246 29

Compane Francais des Petrols (CFP)
156-57 157n 168 170

complementarit of wealh ard power
22-24

compliane with internation& regimes
98-1(0/ passim

conflict, 243 253 Seealso discod

Connally, Senato Tom, 154 165

constraintsprior, 71-72 117 248 254

consumptio vs. investment24

"containmerit of Sovig¢ Union, 136
143

contracts89

conventions 89, 92

ConybeareJom A. C, 11, 86

Cooper Richad N., 50, 137 23

cooperation5-11 passim,38 49-64
passim,69, 93 107 190 205-206
21Q 237 24Q 243 asymmetrical 46,
49; defined 12 51, 53-54 egoistic
78-8Q empathetic 124 125 ethicd
value of, 247-57 hegemonic 16 31-
32, 39 49 55 141-7 passim oligop-
olistic, 101-102 post-hegemonj&2,
43, 184 195 213-14 219-2Q 244-®
passim ard symbolism 233 vs. har
mony, 12 18

Corden W. N., 50

cosmopolitanism12Q 248 249 252-%
passim,257. Seealso empatly

costs adjustment6, 161 163 166
209 216 243 calculation 11Q 113
124n decision-making 13 11Q of
flexibility , 257-59 opportunity 80
80n 198 205 transactionseetrans
action coss

Cowhey Pete F, 196 211 213n 230

Cox, Robet W., 44

credit 129-D

credt ratings 130

creditworthiness9

282



INDEX

Cournd models 29
currengy convertibility, 145 147
Cyert Richard 114

Davis Lance &

delt reschedulings217

De Cecco Marcellg 32 37

decentralization 1

deception 93 97

decisionmaking 108 coss of, 13 11Q
procedurs for, 35 59, 64, 84, 94-95
115 185 257, 258 299

declire of American hegemony 16 41,
42, 179 194 195-25 passim 244

DeeseDavid A., 226

defection 68 122 214 228

deference 39, 45, 46, 128 131 177
1P

deficits 24 119 206-20

De Gaulle Charles 214

De LarosiereJ, 209

De Menil, George 187, 217

Denmark 160

devaluation 163 184 187

Dexter, Lewis Anthony;, 175

Diebold William, 138 14

Diesing Pau| 53 66 67, 108 114

differene principle (Rawls) 250 251,
255

discord 15 52-54 69 83-84 107 192
209 224 24Q 244 246 ard interde
pendence5-6 166 predictiors of
Coag theorem 86-87 as stimulus to
cooperation 12 63 103 15Q 21Q
213-1 passim 217 239 243

discrimination 149 159-& passim,178

dominance44

Doyle, Michael| 136n 146-47

Eckes Alfred E, Jr, 1&

Economé Cooperatia Agengy (ECA),
142 144,161,162 165 16!

economics distinguishe from politics,
21

economt summits 217

Eddy, George 16In

egoism 13 27, 66, 70, 99, 109 110-11
122 124-25 135 ard ethics 71-74
rational 67

egoistt actors 55

egoistt cooperation78-8

Egypt 170 23

EhrenbergRichard 13

Eisenhower Dwight D., 171n 172-73
15

Eklund, Klas, 44n

electronics 211, 213

Emergeng ManagmehManual IEA,
225

Emergeng Oil Lift Progran (1956-57)
141, 169-74 18

emergeng oil-sharirg system IEA, 229
30

empathett interdependencel23 123n
125131

empathy 14 109 120-25 131-32 256

Engler Robert 170

EPU, seeEuropea Paymerg Union

erosin of American hegemony 16 41,
42, 179 194 195-25 passim 244

ethics of cooperation1Q 17, 247-57
and egoism 71-74 ard rationality,
74-75 ard rules 14 126-Z

Europe 124 128 131 14Q 142 171
182 20Q 201, 204 205 209-1Q
224, 256 Seealso Europea Eco
nomic Community Marshal Plan

Europea Economé Communiy (EEC)
123 124 149 189 198-2R passim,
211, 22

Europea Monetay System 211

Europea Paymerg Union (EPU) 14Q
144-46 19D

exchangeunbalanced127-3

exchang rates 58-59 119 139 149
186 198 207,208 253

expot restraints 99, 189 194 216 254

exports 197

Exxon 15h

Fam Bureay 77

Faust W. L., 1&

Faus Plan 162 164

Federa Trace Commission 155n-56
Feis Herbert 11, 32 122

Fellner William, 29, 89

Field, Alexande J, 11

finance 15 Seealso monetay regimes
financid reserves197-8

Fing Ben 42

283



INDEX

Finland 160

Finlayson Jok A., 18

Flemming Arthur, 17th

flexibility, 17, 114 coss of, 257-®

footwear 211 2%

force, seecoercim

force activation models 35 Seealso
bast force modes

Ford A. G, 32

France 156-57 157n 217, 222 223
227, 239 socialis governmen of,
12Q ard Sue crisis 170-1

Franke] P. H., 18®

Franklin, Benjamin 117

free trade 37, 50 175-6

Functionalists 8n Seealso Institutionat
ism

functiond theory 80-81 82 184 205
206, 215

FunkhouserRichard 16%

garre theory 13 28 67-68 87, 92 107,
127n Seealso Prisoners Dilemma

Gardner Richard 73 142 143 1%

Geertz Clifford, 56

Genera Agreemenh on Tariffs ard Trade
(GATT), 58 78 89-9Q 92 99 10Q
104 118 14Q 147-48 18Q 185
188 194 211 215 238 239 252
255-%

generalizd reciprocity 130-3

Generalizd Systen of Preference (GSP)
18

Genera Will (Rousseay)52

George Alexande L., 222h

Germany 137 208 217 223 226 227

Gilpin, Robert 9-1Q 15n 18 19 20,
21, 31, 38 42, 45, 49n 50

Giscad d'Estaing Valery, 217

globd effecs of regimes 2%

gold standard 138 149

Goldstein Judith 183

Gouldner Alvin, 128

Gourevitch Pete Alexis, 215

Gramscj Antonio, 32 39 44

Greece 190

gros domestt produd (GDP) 196-97
200 207

gross nationa produd (GNP) 212

guilds 211
Gulbenkian interess (oil), 156-57 15h

Haas Ernst 8, 8n, 92, 122

Hardin, Russell 65 69, 75 75n 89

harmony 12 51-52 53 54, 63 189
214 215

Harris Laurence42

Harsanyj John 20, 71, 16

Havara Conferene (1948) 143

hegemort cooperation16 31-32 39
49, 55 on finane ard trade 141-50Q
on oil, 150-77

hegemort leadership128 136-4 pas-
sim

hegemorg stability, 12 20, 31, 32-39
50, 101, 135-36 183 195-25 pas-
sim; differentiateqd 201-202 204

hegemony 12 15 38 49 137-38 158
177, 178-79 219 American (post
World War 11), 8, 16 23-24 31, 36,
37, 41, 42 49n 139 179 182 194
195-256 passim 243-44 British (19t
century) 31, 36 45 49n defined 32
35 Dutch (17h century) 23 42
Marxist notiors of, 41-46 55 12Q
120n political, 9

Henkin, Louis, 88 98

Heymann Philip B, 81, 82n 106

Hirsch, Fred 54, 96, 104 123n 136n
146-47 185 187

Hirschman Albert O, 24, 33n 54, 60,
71, 128 139 198 253 25

Hobbes Thomas 71, 248 257

Hobsbawm E. J, 37

Hoffmann Stanley 7, 8n, 238 249 251

Holland, 123 17Q 222 229 ard 193
oil embargo 192 204 17th-centwy
hegemony 23 42

Hopkins Raymom F., 59n-60

hostag releas agreementU.S.-Iran
(1981) 10

Hudec¢ Robet E, 144 147 1&

Hutton, Nicholas 92

Hymer, Stephen44, 55

Ickes Harold 152 153 153n 154-%
imperialism 45
Imperid Preference73

284



INDEX

import quotas 138 174-77 179 188
2538

import targets oil, 231-3

incentives 26, 39, 79, 80 104 107,
129 137 151, 177,182 205 231,
23

India, 1D

information 17, 92 101 107 111-12
130n 214 235 244-4 passim,257,
258 259 asymmetrical93-94 im-
perfect 67

Inglehart Ronald 124

injunctions 59 60 64, 239

Institutionalism 7-9, 14 66 135 245

institutions 39 46, 80, 81, 11Q 15Q
209, 216 237-38 24Q 245 246-47
252

insurane regime 18

interdependene¢®, 11, 177-78 243-47
complex 40, economic 63 80 104
12Q 150 empathetic 123 131 polit-
ical, 12Q situational 123 131, 135
as soure of discord 5-6 16

Interes Equalizatio Tax 138 1&

interests comman or shared6, 12-13
14, 16 66, 79 137 24Q 246 2
(seealsoegoism self-interest) special
domestic 178§ 1P

Internation& Bark for Reconstructin
ard Developmeh (IBRD), 142 See
also World Bark

Internation& Enery Ageny (IEA), 16
22-23 60, 77-78 81, 92, 96n 10Q
136 183 192-94 195 205 215
219 220-22 224-37 239 24Q 252
25%

Internation& Monetay Furd (IMF), 78,
92 10Q 104 14Q 142 144 184
209217238 249252 25525%

Internation& North Pacific Fisheries
Convention 98

Internation& Petrolemn Commissio
(IPC), 155 157 15h

internation& regimes seeregimes inter-
nationa

Internation& Trace Organizatio (ITO),
14Q 142 143-44 147

investment 24, 46, 80

Iran, 129 193 204 227 CIA interven

tion in (1951-54) 167-69 revolutian
(1979) 191 226 war with Irag
(1980 ), 234-3

Iranian Consortium 141, 168-®

Irag, 151 193 234-3

Iraq Petrolemn Compay (IPC), 1%

irresponsibility 96, 97

isolationism postwa U.S, 118

Israel 161 17Q 15

issue-aregs197 200

isste density 79 90

isste linkages 91-92 97, 103 107 244
45

Italy, 223 communiss of, 120

JacksonJohn 1%

Japan 40, 123 128 14Q 182 199
200-2D passim,223 224 227, 232
256 ard GATT, 148

JenningsB. Brewster 16

Jersey seeStandad Oil of New Jersg

JohnsonPau| 10

JonssonChrister 93

Kalt, Josep P, 174

Kapstein Ethan Barnaby 164

Katzenstein Pete J, 254

Kautsky Kar Johann 43

Kenned Round 185 187

Keohane Nannel O, 12h

Keohane Robet O, 25 31, 35 40, 6],
101, 104n 111n 124 153 155n
176 177,193 198 198n 206 213n
224, 227, 230n 236n 245

Keynes Jom Maynard 76, 142

Keynesianism 11

Kindlebergey Charles P, 31, 32 34, 37
38 1™

Kissinger Heniy A., 40

Klebanoff Shoshannal®

Knorr, Klaus 128 136

Kolko, Gabrie| 24, 158 16

Kolko, Joyce 24, 165

Kondratief waves 44n

Korean War, 40, 143 16

Krasner Stephe D., 26, 33 36, 57, 59,
102n 154 168 196 197, 211

Kudrle, Robert 96n 198

285



INDEX

laba productivity, 36

Labouisse Heny R, Jr, 161n 162n
16

Laitin, David D., 37h

Lantzke UIf, 223

Larson Henrietta 16Q 165

Latsis Spio J, 27-8

Lawson Fred 37

leadership 34, 35 hegemonic 128 136
41 passim

learning 12

Lebow, Richad Ned 53

legd liability, 86, 87, 88-89 13(h

Lend-Lease 152 178

Lenin, V. I., 43

less developd countries 6, 212

Levy, Walter, 165

Lewis, David K., 89

Lewis, W. Arthur, 37

liability, legal 86 87, 88-89 13(h

Libya, 208

Lindblom, Charles E.,, 51, 52

Lindert, Pete H., 32

linkage of issuesseeisste linkages

Lipson Charles 189 217

Loftus, Jom A., 153 14

Londan Economé Conferene (1933)
1

Long, Edward 196 211 213

Long-Tem Agreemehon Cottan Tex
tiles, 61

Lowry, S Todd 89

Luce Henry, 15 13

MacEwan Arthur, 42

Mackie J. L., 113 113n 16

Magdoff, Harry, 42

Malinowski, Bronislaw 82n

Mancke Richad B., 227

Mandatoy Oil Import Program 141
174 176-7

Mandatoy Oil Import Quota (1959)
190

Mande| Ernest 42 44n 253

Mansfield Harvey Jr, 11h

March Jams G, 20, 10§ 114 116
16

market-econom countries 6, 90, 212
252-%

marke failure, 13 82-83 90, 97

"marké for lemons; 82-83 83n 92,
%}

markets contrd over, 32-3

Marshal Plan 15 128 131 136n 138
14Q 142 143 144 146

Martin, Laurence 120

Marx, Karl, 30, 81

Marxist notiors of hegemony41-46
55 12Q 12

Maull, Hans 1&

maximization, 29, 111 112

McGaffin, William, 172

McGinnes F. L., Jr, 165

McKeown Timothy, 29, 33 37, 38
100

mercantilists 22

Mexico, 194 217

microeconong theory 27-29

Middle East 34, 40-41, 14Q 150-7
passim,18

Middle Eas Emergeng Committe
(MEEC), 17 171 17

Mikesell, Raymond 145 16In

military power 13§ 203 ard hegem
ony, 39-41 Seealsopowe

Mill , Jom Stuart 113-14 223

Miller, Aaron David, 152 155

Milner, Helen 12

Mitrany, David, 7, 8n

Mitterand Francois 253

mixed-motive games 67

Mobil, 153 15h

Modelski George 49

monetay regimes 58 72, 138 141-9
passim,177 178 179 185 186-87
206-1Q 256

monetay system international 13

money seefinance monetay regimes

"monopolistc competition; seeoli-
gopoy

monopoly 28

mord hazarg 95-%

"morality of states, 248-8

mord value of cooperation 1Q 17, 247
57. Seealso ethis

Morgenthay Hars J, 20, 66, 99, 114
121

MossadeghMohammed 167 168

most-favored-nation78 148

Multi-Fiber Agreement 201, 216

286



INDEX

multilateralism 142 146-4

Multilaterd Trace Negotiations 187

"multiple exit" situation 28

Murray, Robin 43-4

mutud adjustment 76

mutud interest 6, 12-13 14 16 66,
7913724024629

myopic self-interest 99, 103 108 167,
223

MX missile 116

Nage| Ernest82n

nationalism 45, Arab, 203

Navigation Acts 52

Nea Eas Developmeh Corporation
151

Neff, Thomas 203 22%6

negative externalities 51, 123

negatiwe reciprocity 128-2

nestirg of regimes 90-91 91n

NetherlandsseeHollard

networls of issus ard regimes 103-16

NeustadtRichad E., 101

Nicaraguall7-B

Nitze, Pau) 157 160n 162 16h

Nixon, Richard 251

Nixon Sho& (1971) 209

nondiscrimination 188 189 Seealso
open markes

nonproliferatiom regime 58

nonsimultaneosiexchange 129

norms 1Q 57-58 64, 84, 185 18,

North, Douglas C, 11, 62 85

North Atlantic Treay Organizatio
(NATO), 1%

Norway, 16

Nye, Josep S, 25 35 40 61, 101,
104n 111n 124 176 177, 198
198n 203 226n 248

Odell, Jom S, 188 197 198 19

oil, 15 40 41, 60-61 72 138 139
140-41, 150-77 178 185 200-201
209 214-1%5 demaul restraint 23+
33 stockpilirg policies 233-34 235
2538

oil crises 1956-57 23 (seealso Sue
Cana crisis) 1973-74 16 22-23
221, 222-24 1979 224-31% "mini-cri-
sis' of 1980231

oil embargpArab (1973) 175-76 204

oil regime 60-61 185n 190-94 202
206 217-D passm, 244 256

Okin, Susa Moller, 113n 25h

oligopolistic cooperation101-1@

oligopoly, 28 29, 101-1@

Olson Mancus Jr, 38 68 77, 87, 179
180211

Opie Redvers 16Q 162 16

opportuniy costs 80, 80n 198 206

Organizatio for Europea Economt
Cooperatio (OEEC) 145 171

Organizatio of Economé Cooperatia
ard Developmenh (OECD) 77, 119
183

Organizatio of Petrolemn Exportirg
Countries (OPEC) 60, 61, 153 183
190-% passim203 226n 229

Osgood Robet E., 120

Ottoman Empire 151

Oxfam, 123

Oye Kenneh A, 67, 77, 91n 1%

Page Howard 165

Pahlevj Reza Sha of Iran, 168 204

Panitch Leq 120

par-vale system 149 184 207 209

Pascal Blaise 12h

"patrona leadershig, 136n Seealso
hegemort leadersip

PattersonGardney 145 140

Pax Americana,3], 45 Seealso Ameri-
can hegemonw

Pax Britannica, 31, 45 Seealso British
hegemow

PenroseEdith T., 20

Petrolem Division, U.S Stae Depart
ment 156

Petroleun Industy War Council 154

petroleun production 197 Seealso oil

Petroleun Reserve Corporatio (PRC)
152154

piety, 127 12h

Polanyj Karl, 19

political economy 18

politics, distinguishe from economics
21

Pool Ithiel de Sola 15

Portugal 19

post-hegemonicooperation32, 43

287



INDEX

post-hegemonicooperatia (cont.)
184 195 213-14 219-20 244-®
passim

postwa economies9, 14 Seealso
American hegemony British hegera

ony

power, 12 34-35 64, 17§ 186 191
208 declire of U.S, 15 42 177 179
195 203 208 investment 138 mili-
tary, 39-41 136 203 Reali$ notiors
of, 9, 14 121, 18t ard wealth 18-24
passim

powe disinvestment24

powe investment24

powe resources19g 210

precedent1(b

preferences116-20 131 166 168n
177

principles 57, 58 62 64, 84, 105 185
185n 222 230

prior constraints 71-72

PrisonersDilemma 74, 75n 90, 93
103,122, 189, 210, 219, 22247
(seealso garre theory) iterated 75
76, 77, single-play 67-69 76

production competitive advantaggin,
32,3

profit, 80

propery rights 88 Seealsolegd liabil-
ity

protectionism 98-99 149 188-89 19Q
194 211-12 254-%

Puchala Donatl J, 59n-60n

Putnam Robet D., 101n 12Q 217
232

"quality uncertainty, 83 92 93 253
"quasi-agreementsgo

Radcliffe-Brown A. R, 8

Randall Clarence 15

rational-choie theory 13 70

rationd egoism 67, 70, 73-74 106 See
also egoisn

rationality, 27, 70, 80, 114 135
bounded 13 108 11Q 111-16 131,
224 258 ard ethics 74-B

Rawls John 107 25Q 251

raw materials contrd over, 32

RazmaraGenera Ali, 167

ReaganRonald 253

Realism 7, 8-9, 14 63 107 108 126
135 181, 238 245-46 structura) 26

reciprocity 37, 128-31 146 18Q 188
214 245

Red Line Agreemenh (1928) 60 151
156 157, 158 16

regimes international 12 13 15 24,
46, 56-63 89, 93-94 132 158 252
57, compliane with, 98-1F passim;
defined 8, 57, 59n-60n 84, evolutimn
of, 79-8Q 10Q 107 13% insurance
193 maintenane of, 50 monetary
58 72 138 141-® passim,177 178
179 185 186-87 206-10Q 25§ oil,
60-61, 185n 190-94 202-206 21*
40 passim,244 258 ard self-help
61-63 textile, 194 211 trade 72,
138 141-49 177 179 185 187-90
210-14 256 valwe of, 14 90, 97-98
100-103 114-16 129 137-38 248
252 29

reputation 83 105 106n 108 116
126, 231, 239, 245, 25859

retaliation 103 104-105 122 214
238 239

Robbins Lionel, 19

Rogers William P, 15

Roosevelt Frankln D., 11, 132

RosecranceRichard 218

RosensonMr., 16

Rostow Walt W., 44n

Rousseaulean-Jacques?2, 81, 246

Rubier Jacques-Rend24

Ruggie Jom Gerard 57, 58 59 62,
187,206 211

rules 39 64 84 105 11Q 185 187
195 23Q 233 257 259 compliane
with, 98-10 passim defined 57, 58
hegemorg enforcemenof, 36 147
48, 18Q 221 as mord obligations
14, 125-27 multilateral 115 138
222 225 234 ard sanctions 133

rules of thumb 113n 115 131 223
240,258

rule-utilitarianism 113 113n 223

Russell Milton, 172 15

Russell Robet W., 101n

Russett Bruce 2%

288



INDEX

Sahling Marshal) 128-3] 146

SamuelsonPau A., 0

Sandel Michad J, 107 250

Sandinisa governmeh (Nicaragua) 117
18

SappingtonJames 154

satisficing 108 112-13 114

Saud Arabia 152 157 160-61 191
203 23b

SaxonhouseGary, 11

Schelling Thoma C, 67, 92 95n 247

Schmidt Helmut 217

Schuler Heny M., 20

security 18 23 16Q 174 15

self-abnegationl21-2

self-help 61-63 88 116

self-interest 13 14 16 122 124 13]
132 299 (seealso egoism) myopig
99,103108167, 223

Senat Foreign Relatiors Committee
154

Shakespear&Villiam, 65-6

sharel interests6, 12-13 14 16 66
79, 137 24Q 246 299

Shell 156 168 10

shipbuilding 211

Short-Tem Agreemenon Cottan Tex
tiles (1961) 138

Shwadran Benjamin 167

side-payment9], 92 Seealso isste link-
ages

Simon Herbet A., 13 80 108 111
112 114

Singer Peter 250

"single-exit situations 28

situation& determinism 28

situationd interdependencel3l

Six-Day War (1967) 203

Skocpol Theda 43

Smith Adam 19 51, 52 211

Smithsonia Agreemeh of Decembe
1971 207

Smoke Richard 22

Snidal Duncan 67, 77, 91n

Snyder Glem H., 53 66, 67, 108 114

Soc4 (Standad Oil of California) 151,
152 155 155n 156 156n 163

Socony-Vacuum 153 155 156 156n
157 162 162n 166 Seealso Mobil

Souh Koreg 19

Sovid Union, 143 203 "containmerit
of, 136

Spain 223

Specid Drawing Rights 207

specid interests domestic 17§ 1

Stalin Josef 143

Standad Oil of California seeSoca

Standad Oil of New Jersey 155 156
156n 157 165 166 Seealso Exxmn

Standiig Committes on Long-Tem Co
operation 225

Standirg Growp on the Oil Market 225
234

Stae Departmeh Committe on Interna
tiond Petrolem Policy, 152

stae of war, 7, 8n

stee] 211, 213 2%

Stein Arthur A., 67-68 91n

SteinbrunerJom D., 14

sterling-dolla oil problem 159-67 180

StinchcombgArthur, 1@

StobaughRobet B., 192 223

Stocking Georg W., 168n 160

stockpiling oil, 233-34 235 253

Stoff, Michad B., 152 154

Stone Jeremy 11&h

Strange Susan 50 196 211

strategt interaction 67n 69

Sue Canda crisis (1956) 131 141 170-B
230

summits economi¢ 217 monetary 187

"surk costs;, 1@

supply ard demand 20

Sweden 123 16Q 227, 229-D

Sweezy Pad M., 42

Sylvan David, 42, 43

symbolign ard cooperation233

Syrig 181

system international 59n-60

systemt analysis 25-26 207, limita-
tions of, 27-0

tariffs, 188 Seealso protectionim

Taurek Jom M., 250

Taylor, Michael 75

Taylor, Pau| 124

Tehera oil negotiatios (1971) 191
20

Texao (Texas Company,) 151, 152
155 156,156n163

289



INDEX

Texa Railroad Commission 172-B

textile regime 194 211

textiles 211 213 2%

Thatchey Margaret 253

Thomas Robet Pau| 11

Tokyo Round 187 188-8®

Tokyo summit 231

Tollison, Robet D., 91n

trade 15 195-200 201, nondiscrimina
tion, 147 Seealso open markes

Trade Agreemers Extensim Act of
1956 174

trade regimes 72, 138 141-49 177,
178 179 185 187-90 210-14 25

transactia costs 87, 88 89-92 10Q
101, 107 11Q 114 130n 138 145
214 24Q 244

Triffin, Robert 16

Truman Hary S, 143 18

Truman Doctring 15 138 143

Tucker Robet W., 7, 18

Turkey, 151, 236

Turkish Petrolemn Company 151 See
also Iraq Petrolemn Compary

Turner, Louis, 60 186 191 203

ultra-imperialism 43

unbalancd exchangel27-3

uncertainty 17, 18 88 92-96 10Q
105 114 126 13§ 18Q 181, 214
235 24Q 247, 257, 258 25

United Stats Chambe of Commerce
144

Urmson J O, 11

utilitarianism 113 113n 25Q 251, 2%

utility maximization 29

value of regimes 14 90 97-98 100
103 114-16 129 137-38 248 252
259

values 123n 124

Veljanovskj Cenb G, 87
Venezuela 1%

Vernon Raymond 187-88 222 223
Verreydt Eric, 98

Versaillss monetay summit 187
Vietnan War, 203 207

Viner, Jacob 23

Voltaire, Frangois 65

voluntary expot restraints 9
vulnerability, 17

WaelbroeckJean 98

Wallerstein Immanuel 32 33 42 45,
253

Waltz, Kenneth 7, 25 27, 52 62 69
206 237

Walzer, Michae| 248

wealth 18-24 passim42

Weber Max, 70

White, Harty Dexter 142

"white mans$ burden; 12

Whitman Maria v.N., 11

Wilcox, Clair, 144 15%

Willett, Thoma D., 91n

Williams, Mary Pat 13

Williamsburg monetay summit 187

Williamson, Oliver, 101-1@

Wilson, Charles 54

Wilson, Woodrow 127

Wolfers Arnold, 27, 12Q 121-2

Woolcock Stephen9s

World Bank 142 2%

Yoffie, David B, 99 188 213
Yom Kippur War (1973) 191, 204-205
22

Young Oran R, 8 67n 71 89 9B

Zacher Mark, 18
ZeckhauserRichad 18)

290



