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_ABSTRACT

The purpose of this thesis is to present and explain Greece’s foreign
policy towards former Yugoslavia within the context of European Political
Cooperation (EPC) during the period of June 1991-December 1992. This aspect of
Greece’s foreign policy was primarily defined by the dispute with the Former
Yugoslav Republic of Macedonia (FYROM), that essentially constituted the more
recent manifestation of the Macedonian Question. -

The analysis of Greek foreign policy within EPC will be based on the
theory of institutionalism, which claims that international regimes can influence
state behavior towards cooperative actions. The application of institutionalism
requires the existence of common interests and the presence of at least one
regime. This thesis shows the significant interests shared by Greece and FYROM,
as well as how EPC can be viewed as a regime. Crucially, EPC was primarily
responsible for dealing with issues arising from the disintegration of Yugoslavia
during the months covered in this thesis. It will be demonstrated that until mid-
January 1992, the Greek government pursued politics of cooperation and
flexibility, often contrary to perceived national interests. These politics were
primarily regime-produced and related, and hence explained by the theory of
institutionalism. After 17 January 1991 however, Greece practised politics of
limited cooperation within EPC and confrontation against FYROM. The issue of
the new republic’s exact name gradually became of paramount importance,
provoking popular passions and subordinating all other issues and concerns
connected to former Yugoslavia. Such developments were ultimately the result
of domestic and partisan politics that were entirely unrelated to EPC, thus
causing the decline of institutionalism’s explanatory power.

Given this record, the thesis will argue that the specific expansion of the
conditions required for the application of institutionalism would allow the theory
to retain its explanatory and predictive relevance. Finally, specific lessons on

the conduct of Greek foreign policy will be discussed.
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INTRODUCTION

Macedonia has evidently lost none of its power to excite.

-Mark Mazower, Introduction to the Study of Macedonia, 1996.

The disintegration of Yugoslavia has been the most violent event in Europe
since the conclusion of the Greek Civil War in 1949 The dissolution and destruction of
a country resulting in the death of more than 300,000 people 68,000 wounded
[and] 3 milion refugees,” the practice of ‘ethnic cleansing,” the establishment of
concentration camps and numerous instances of unimaginable brutality, constitute
central aspects of a conflict that shocked world opinion.?

Its resolution eventually required the active involvement of several states,
organisations and institutions. However, beginning in the summer of 1991 and for a
significant period of time, it was European Political Cooperation (EPC) that was
primarily responsible for addressing the many problems emanating from the war. As
an EPC member that actually neighboured Yugoslavia, Greece had undisputed and
significant security and foreign policy interests in the region, as well as the power to
veto all EPC decisions.

Despite the seriousness of the Yugoslav crisis and its importance to Greece, the
actions of the country’s government have been portrayed as extremely non-

cooperative and counter-productive, ultimately endangering the efforts to contain and

'The total loss of population, by death or long-term exile, resulting from [the Greek] Civil War seems
to.have been over 200,000 (Close, 1993a: 10).

ime, 26 July 1993: 22 The numbers concerning wounded and refugees refer only to the war in Bosnia-
Hercegovina. The estimate of 300,000 dead is taken from Newsweek, 20 April 1998: 53, and refers to
fatalities of the ‘wars of the Yugoslav succession’ during the period of 1991-1995. This estimate is
generally accepted. See for example, Holbrooke, 1998: xv. Particularly good accounts of the Yugoslav
War are Cohen, 1993; Crnobrnja, 1994; Glenny, 1992 and Woodward, 1995. An important analysis of the

international response to the conflict can be found in Gow, 1997.
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end the Yugoslav War? Most criticisms revolve around the dispute with the Former
Yugoslav Republic of Macedonia (FYROM)4 At issue were the new republic’s ncmé,
actions, certain constitutional provisions, various propaganda claims and ultimately its
identity and survival. This dispute constitutes the most récent development in the more
than century-old Macedonian Question, which (as will be explained in the relevant
chapter) has played a crucial and often fateful role in the international politics of the
Balkans since at least 1870. The geographic region of Macedonia has been the apple
of discord among many states and in order to gain eventually its larger part, the Greek
people have fought a number of costly and traumatic wars. This historical record partly
explains their sensitivity and reactions that will be presented in this thesis.

Despite the widespread perception to the contrary, a closer examination of
Greece's behaviour will actually reveal that the country’s government also pursued
substantial politics of cooperation, moderation and flexibility towards former
Yugoslavia and FYROM, especially between June 1991 and 17 January 1992. For instance,
the possibility of a compromise on the new republic’s name was maintained, bilateral
talks sponsored, and decisions of a confrontational nature against FYROM were
avoided almost entirely. Further instances of cooperation included agreement to EPC’s
recognition of Croatia and Bosnia, the imposition of an arms embargo and a trade
embargo on all Yugoslav republics, as well as the eventual maintenance of the latter

only against Serbia and Montenegro.

3For example, see The New York Times, 5 April 1992 E16; Gow, 1997: 78 fn 32; The Guardian, 5 May 1992 8;
The Economist, 9 May 1992 41; Time, 1 June 1992 72; International Herald Tribune, 24 November 1992 8
and Financial Times, 9 December 1992 3.

4For the purposes of this thesis, the term FYROM will be utilised. It must be admitted that the use of any
term concerning the new republic is susceptible to attacks of bias. However, this approach has the
advantage of conforming to the 1993 UN Security Council Resolution 813, according to which “this state
[will be] referred to for all purposes within the United Nations “the former Yugoslav Republic of
Macedonia” pending settlement of the difference that has arisen over the name of the state’

Resolution 813 can be found (in English) in Valenakes and Dales, 1994: 147.
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Significantly, Greece’s fofeign-policy record incorporates the endorsement of
decisions that were regarded by key decision-makers as négctive for the region and
contrary to at least some national interests. Hence, it will be shown that EPC was
dllowed to establish an Arbitrdtion Commission with responsibility to advise on whether
any Yugoslav republics merited recognition, thus allowing the possibility of a
favourable ruling concerning FYROM. Furthermore, the decisions to recognise Croatia
and particularly Bosnia (both signed by Greece), were seen as serious EPC mistakes
that would contribute to the escalation of the war in Yugoslavia. Also, the Greek
government endorsed unfailingly EPC’s singling out, condemnation and penalisation of
Serbia as the state primarily responsible for the war in Yugoslavia, despite the
existence (as will be analysed), of a special Greco-Serbian relationship.

The process of the decline of the politics of cooperation began on 17 January
1992, when a restrictive but negotiable position was adopted according to which the
word Macedonia had to be excluded from FYROM's name. In order to comprehend
and frace this process, it will be necessary to make a ‘boundary change’ and ‘plunge’
into an account of Greek domestic and partisan politicsS Crucial events such as the
huge Thessaloniki demonstration of 14 February 1992, and the high-stakes campaign of
Foreign Minister Antonis Samaras against his government will be discussed. It will be
shown that the ultimate result was the pursuit of a non-negotiable restrictive policy
concerning the new republic’s name, and the subordination of all other decisions
regarding former Yugoslavia to this name-issue. Subsequently, limited cooperation was
practised within EPC, while confrontational politics were pursued against FYROM. This
strategy found expression in decisions such as the imposition of an oil embargo on the
new republic, the ‘story of the labels,” the rather creative dual name formula, as well as
the rejection of some major EPC mediative efforts. Greece’s foreign policy record

towards former Yugoslavia and FYROM will hence prove to be rather ‘'mixed,” exhibiting

5 See Clark and White, 1989; 7-8.
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serious cooperative efforts, as well as confrontation and discord. It will be the purpose
of this thesis to presenf’cnd explain precisely this record®

The period that will be analysed in detail begins with EPC’s early efforts towards
a Yugoslavia that was sliding towards war, and ends with the December 1992 Edinburgh
European Council meeting. There is consensus among experts and decision-makers
that the latter date signals the end of EPC being the most significant and influential
actor dealing with Greek foreign policy towards Yugoslavia and FYROM! After
December 1992, the UN and the US become far more important, while EPC recedes to
the background. Hence, the examination of this period provides the opportunity to
analyse the effect of EPC on Greek state action, when there was the minimum possible
influence and interference by other actors.

The attempt to explain Greece’s foreign policy, and especially its cooperative
aspects will be based on the insights of the theory of institutionalism. The theory’s core
arguments are provided by the ‘functional’ approach to international regimes8 After
defining international regimes, it will be explained that according to the functional
logic, regimes can promote cooperation by helping create economies of scale,
institutionalise reciprocity, link the present with the future, increase reputational
concerns, reduce transaction costs, provide reliable information, and facilitate

bargaining by creating linkages and increasing issue density.

6Admittedly, other states also pursued policies towards former Yugoslavia. However, it must be stressed
that it is not the goal of this thesis to explain the decision-making record of states such as FYROM or
Germany. Nevertheless, attention will be paid to other actors and countries when they. became
important in eliciting Greek reactions.

TSee for example Kofos, 1994c: 18 and Tarkas, 1995. Furthermore, this argument was never disputed during
any of the interviews that were conducted for this thesis.

8n this thesis ““functional” [will] refer to a particular form of explanations, and should be distinguished
from earlier functional and neofunctional theories of international organization” (Haggard and Simmons,
1987: 506 fn 55). Of course, other approaches to international regimes also exist. For the best and most
succinct overview of the major ones, see Hasenclever et al, 1997. Various applications of these

approaches to specific case-studies can be found in Krasner, 1983,
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By accepting this cnalysfs, the theory proclaims that institutions can influence
: state behaviour. Thus, an institutionalist explanation of Greek foreign policy would
concentrate on the effects of EPC, viewed as an international regime. In other words,
the theory would ultimately atfribute instances of Greek cooperation to the influence
of the relevant international regime.

As will be shown, the application of institutionalism requires the prior satisfaction
of certain conditions. Most importantly, the theory claims relevance only when some
mutual interests exist among actors. This condition will be satisfied by the thesis’ case-
study, since the desire that the war in Yugoslavia be contained and not spread to the
new republic was shared by Greece, FYROM, as well as all EPC member states.
Although this constituted the most important common interest, others also existed. For
example, a resolution of the dispute would have allowed FYROM's international
recognition and the securing of much needed aid. On the other hand, Greece would
have avoided serious reputational costs, and gained an opportunity to exploit its larger
economy and comparative advantages by penetrating FYROM's market.

Any fruitful and meaningful application of thé theory of institutionalism also
requires the active presence of at least one regime. Hence, the demonstration of how
EPC can be viewed as an international regime becomes necessary. This will be
undertaken in the relevant chapter, which will contain an analysis of EPC’s principles,
norms, rules, decision-making procedures, organisational form and scope.®

In assessing the explanatory power of institutionalism, it should be stressed that

The proper test of a functional theory is not the mere existence of a regime,
but the demonstration that actors’ behaviour was motivated by benefits

provided uniquely, or at least more efficiently, through the regime, or by
reputational concerns connected to the existence of rules.)©

Proving the theory’s relevance requires an attempt

9t should be explained that an account of the formation of the regime EPC is not pertinent to this
study, and will not be attempted.
OHaggard and Simmons, 1987: 508.
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To identify issues on which regime ruies conflicted with the perceptions of
self-interest held by governments.We could then ask whether the
reputational and other incentives to abide by regime rules outweighed the
incentives to break those rules. How much impact did the regime rules have?
Only by examining internal debates on such issues could the analyst go
beyond the self-justificatory rhetoric of governments.

While following such an approach, the danger of counter-factual arguing must
be both appreciated and avoided. This was missed by Keohane and Nye who argued

that empirical studies, in order

To ascertain the impact of the regime.must frace internal decision-making
processes to discover what strategies would have been followed in the
absence of regime rules.?

It is however impossible to know with any sufficient or satisfactory degree of
certainty what might have happened, though it can be investigated why and how
certain events did take place. Thus, this thesis will attempt to explain the actual
influence that an international regime had on Greece’s foreign policy within the
context of EPC,

The proposed case-study may be considered a difficult one for institutionalism,
since many scholars have claimed that it has greater explanatory power when applied
to issues of the environment or of political economy.® Nevertheless, studies have also
claimed that institutionalism is relevant and applicable to foreign affairs and security
issues® What is essential for its application is not the issue area examined, but that the
theory’s conditional nature is satisfied; and this will clearly be accomplished in this

thesis.

TKeohane and Nye, 1989 259.
12Ibid.; emphasis added.
BSee Axelrod and Keohane, 1993: 92-3; Lipson, 1993 and Mearsheimer, 1995: 345-6 and fn 54.

Usee for example Keohane et al, 1993 and Keohane and Martin, 1995; 43-4.
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Furthermore, there is considerable virtue in presenting a “difficult’ case-study.®
To quote Kenneth Waltz,
We should [try to] make tests even more difficult. If we observe outcomes

that the theory leads us to expect even though strong forces work against
them, the theory will command belief.’6

On the basis of its empirical research, this thésis will eventually "dissect,” and .
analyse Greek foreign policy towards former Yugoslavia within the context of EPC
during the period of June 1991-December 1992. The final sections will present an
assessment of the relevance of the theory of institutionalism to this study. Significantly,
certain specific amendments expanding the theory’s conditional nature will be
proposed. Such an expansion will allow the theory of institutionalism to retain its
explanatory relevance and power by avoiding application to issues in which it almost
certainly exhibit ‘poor” theoretical results, regardless of the existence of common
interests, .

This thesis” conclusions will also include a discussion of EPC as an international
regime. More specifically, it will be shown that on the basis of the case-study
examined, EPC performed as a regime, thus allowing the application of institutionalism,
and hence gaining the theory’s insights. Further conclusions will be reached concerning
this approach, and especially on the breakdown of EPC in its various principles, norms,
rules, decision-making procedures, and scope. Finally, the study will end with a series

of lessons concerning the conduct of Greek foreign policy.

15See Eckstein, 1975: 13-32
bwaltz, 1979; 125. See also ibid: 123.
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"CHAPTER 1

THE THEORY OF INSTITUTIONALISM

Do regimes have independent influence on state behavior, and, if so, how?

-Stephen Haggard and Beth A. Simmons, Theories of International Regimes, 1981.

A. Defining International Regimes.

Institutionalism has emerged as one of the major theories aimed at explaining
state behaviour and cooperation in world politics.!” The purpose of this chapter will be
to present the theory’s basic assumptions, arguments and conditions, as well as some
of the more important criticisms that have been levelled against it. At the centre of
institutionalist theory lies the argument that institutions may have important effects on
state behaviour. In order to understand its development and various aspects, an
analysis of the functional approach to international regimes theory is necessary.
However, regimes will first be defined.!8

The term international regimes was coined by John Gerard Ruggie in his 1975
essay International Responses to Technology: Concepts and Trends!® He noted the
problems that had been created by recent scientific and technological developments
and argued that their solution required collective response20 Collective response
refer|s] to the international institutionalization of certain aspects of national behavior.2!

Ruggie argued that international regimes comprise a form of collective response, and

UThe theory of institutionalism has been tremendously influential in most social sciences. For a discussion
of its influence, see Young, 1994: 1-7.

BThis will be attempted despite warnings that ‘arguments about definitions are often tedious” (Keohane,
1983; 158).

PRuggie, 1975.

208ee ibid: 557.

Abid: 568,
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called for both the creation and fuller theoretical understanding of them. In doing so,
he managed to set the -fone and agenda for the subsequent meteoric rise of
academic interest in the study of regimes.22

The most influential and important examination of international regimes can be
found in the volume International Regimes, which was edited by Stephen Krasner? |t
is noteworthy that all the contributors to the volume accepted a common definition.24
Concerning definitions, it might actually be the case that they

Can.be refined, but only up to a point.Ultimately..the concept of regimes,

like the concept of “power,” or “state,” or “revolution,” will remain a
contestable concept?’

22t seems that Ruggie is aware of both the importance and limits of his essay. For his interesting
comments, see Ruggie, 1992 565 fn 17.

2Bsee Krasner, 1983, The volume is composed of articles that had appeared in previous issues of the
journal International Organization. Discussion, quotations and page numbers from these articles will
refer to the edited volume. The same method will be applied to articles that are contained in Baldwin
1993; Brown et al, 1995; Kegley 1995; Keohane, 1986 and Keohane, 1989.

241hjs appears as a remarkable achievement for academia However, during a conversation on 2
September 1995, Mr Krasner explained that he considers the use of a single definition as a mistake. For
him, the definition of an international regime must be dependent on the theoretical approach that
someone is adopting. In other words, a theoretical orientation must be chosen first. This is the strategy
that will be adopted in this thesis, as regards the functional approach to international regimes. Perhaps
Krasner's new position is a rasult of the fact that despite the use of a common definition, the adoption
of various theoretical perspectives resulted to authors having essentially different understandings of
what regimes actually are. This was noticed in the same volume by Susan Strange, who attacked the
concept of international regimes as being ‘woolly” (Strange, 1983: 342) and pointed out that despite
Krasner’s “‘consensus’ definition, it was still being used in either very restricted or too general ways.
Thus, she complained about “a concerted effort to streich the elasticity of meaning [of international
regimes] to.extremes’ (Ibid: 343) and concluded that "there is no fundamental consensus about the
answer to Krasner's.question “What is a regime?” (Ibid). For an excellent discussion of definition~
related issues and arguments that are central to non-functionalist approaches to international regimes

theory, see Hasenclever et al, 1997: 14-21

BKratochwil and Ruggie, 1986: 763-4,
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Nevertheless, and despite this péssimisﬁc warning, an attempt will be made to define
international regimes, based on the discussion and evaluation of various other
definitions provided by theorists who primarily follow the functional approach to
international regimes.
In their study Power and Interdependence, Keohane and Nye define regimes as
‘sets of governing arrangements that affect relationships of interdependence.26
Interdependence is defined as ‘mutual dependence.?’ This is a rather unsatisfactory
and confusing definition, mainly because it fails to specify the nature of these
arrangements: the degree of their formality, or the importance of principles and norms
are simply not addressed.
The most widely used and influential definition of regimes is Stephen Krasner’s,
according to which international regimes are
Sets of implicit or explicit principles, norms, rules, and decision-making
procedures around which actors” expectations converge in a given area of
international relations. Principles are beliefs of fact, causation, and rectitude.
Norms are standards of behavior defined in terms of rights and obligations.
Rules are specific prescriptions or proscriptions for action. Decision-making

procedures are prevailing practices for making and implementing collective
choice??

This definition has received a number of criticisms. Oran Young cautions that

Part of the problem with the definition that Krasner sets forth is that.we must
cope with another set of ambiguous terms in the form of beliefs, standards,
prescriptions, and practices, in addition to the original set consisting of
principles, norms, rules, and procedures30

26Keohane and Nye, 1977:19.

bid: 8.

2For further criticisms of this definition, see Aggarwal, 1985: 17.

2rasner, 1983c: 2. This is also the definition that Robert Keohane uses in After Hegemony. See Keohane,
1984: 57.

30Young, 1989; 195.

20



Vinod Aggarwal attempts to overcome this confusion ‘by distinguishing
between rules and procedures, on the one hand, and norms and principles, on the
other, and terming "the principles and norms underlying the development of regimes
[as]."meta-regime.”3! It should be clear though, that the definition of regimes as
‘multilateral system(s] of rules and procedures to regulate national actions” to which
‘meta-regimes” are added, does not depart from Krasner's in any significant way.32
Furthermore, Aggarwal fails to indicate at which point and in what ways norms and
principles are to be examined and incorporated into the analysis of international
regimes. Ultimately, his definition fails to overcome confusion, and it is not surprising
that it has won no adherents.®

More recently, Keohane has defined international regimes as ‘institutions with
explicit rules, agreed upon by governments, that pertain to particular sets of issues in
international relations.34 Institutions are ‘persistent and connected sets of rules (formal
and informal) that prescribe behavioral roles, constrain activity, and shape
expectations.35 Possibly, this definition of an institution is a somewhat simplified and
less demanding edition of that of a regime.3¢ Furthermore, in this definition principles
and norms (as well as decision-making procedures), have been abandoned. This has
taken place, despite Keohane's earlier assertion that

What is important [about a definition] is not whether [it is].."correct,” but that

principles and norms are integral parts of many, if not all, of the
arrangements that we regard as infernational regimes.3’

Saggarwal, 1985: 18.

32bid.: emphasis in the original,

Bror Aggarwal’s rather confusing framework of analysis, see Aggarwal, 1985; 20.
34 eohane, 1989a: 4.

Blbid: 3.

363uhr, 1997: 103.

37K eohane, 1983: 158.
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‘Rules may in fact be thé most important element of international regimes or
institutions.3® However, a definition concentrating on explicit rules isks the chcrgé of
formalism—-a charge which has plagued the study of international law.3? This emphasis
on rules also excludes the possibility that principies, norms and decision-making
procedures, explicit or implicit, may be of importance in defining and explaining
international regimes. Hence, although Keohane's most recent definition reduces the
scope for confusion, this simplification is purchased at the price of considerable-
explanatory and theoretical poverty.

Given the problematic nature of the alternatives, Krasner's definition will be
utilised for the purposes of this thesis. It is certainly the most comprehensive and
perhaps the most sophisticated one as well. In following it, warnings that it may lead to
some confusion or vagueness are not avoided or ignored. The quest to define and
examine terms such as norms and principles though must not be abandoned a priori.
It is not necessarily beyond our human faculty to observe and analyse them in a
precise and satisfactory way.

A more comprehensive and accurate description of regimes also requires that
a number of additional concepts be infroduced. These will be of assistance in the
subsequent chapter, when the definition of international regimes will be applied to
European Political Cooperation, which will subsequently be viewed as one. Thus,
regimes may incorporate some kind of ‘organizational form.™0 At this point, it is
crucial to distinguish organisations from institutions and international regimes. More
specifically, organizations are

Material entities possessing physical locations (or seats), offices, personnel,
equipment, and budgets. Equally important, organizations generally possess

BGrieco, 1990: 23. It is noteworthy that Grieco is supportive of Keohane's recent emphasis on rules. See
ibid: 23-5.

3Haggard and Simmons, 1987: 495. Keohane is aware of this criticism: ‘Defining regimes simply in terms of
explicit rules and procedures risks slipping into the formalism of some traditions of international law
(Keohane, 1993a: 27). For the reasons that he ultimately opts for such an approach, see ibid: 26-8.

40bid: 496.
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legal persondlity in the sense that they are authorised to enter into contracts,
own property, sue and be sued, and so forth#!

Finally, regimes may vary in scope, which ‘refers to the range of issues [that a

regime]..covers. 42

B. The Functional Approach to International Regimés. .

The functional, ‘'modified-structural,” or “contractualist’ approach to international
regimes provides the central insights and arguments of the theory of institutionalism43
This approach seeks to ‘account for causes in terms of their effects, and argues that
cooperation is possible even under conditions of anarchy, egoism and lack of
hegemony.*# For contractualist theorists, cooperation occurs ‘when actors adjust their
behavior to the actual or anticipated preferences of others, through a process of

policy coordination®> In order to reach and substantiate its arguments, modified-

4lYoung, 1989: 32 As examples of organisations, Young provides "the United States Steel Corporation (now
USX), the Red Cross, the New York State Highway Department, and the corner grocery store” (Young,
1994 4).

42Haggard and Simmons, 1987; 497.

43rasner, 1983: 7 and Keohane, 1993a: 36 fn 6. These terms wiil be used interchangeably in this chapter.

44keohane, 1984: 80. On anarchy see the subsequent brief discussion in this chapter. For a brief account
of the possible importance of a hegemon and of hegemonic stability theory, see footnote 58 in this
chapter. ‘

45¢eohane, 1984: 51 This definition ‘is now [the] consensus.definition of ccoperation” (Milner, 1992 467) and
will be used throughout this thesis. It is important to note that ‘cooperation should not be viewed as
the absence of conflict, but rather as a reaction to conflict or potential conflict. Without the spectre
of conflict there is no need to cooperate” (Keohane, 1984: 54). Furthermore, ‘it is also worth stressing
that it is not interests.that are adjusted when states cooperate, but policies” (Hasenclever et al, 1997:
32). As regards policy coordination, it is defined as follows: ‘a set of decisions is coordinated if
adjustments have been made in them, such that the adverse consequences of any one decision for
other decisions are to a degree and in some frequency avoided, reduced, or counterbalanced or
outweighed” (Lindblom, 1965. 227; cited in Keohane, 1984: 51). It is also important to distinguish

cooperation from harmony. ‘Harmony refers to a situation in which actor’s policies (pursued in their
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structuralism borrows but also subplements and synthesises insights from game-theory,
the problem of collécﬂve action and microeconomic theory.

According to functionalism, international regimes ‘have an impact when Pareto-
optimal outcomes could not be achieved through uncoordinated individual
calculations of self-interest. The Prisoner’s Dilemma [PD] is the classic game-theoretic
example,” and the most relevant to the functional approach4 The extent, value and
limits of the important connection between the functional and game theoretic
approaches, will be examined first47

PD ‘becomes a much better model of international relations when viewed not
as a single event, but rather as an extended series of encounters.#® In order to illustrate
this point, a well-known game tournament that considered the possibility of
cooperation emerging in an environment lacking central authority and governed by
iterated PD logic will be utilised.4® The surprise winner of the tournament was TIT FOR
TAT, "the policy of cooperating on the first move and then doing whatever the other

player did on the previous move.50

own self-interest without regard for others) automatically facilitate the attainment of other’s goals’
(ibid: 51; emphasis in the original).

4rasner, 1983a: 7. A situation is defined as Pareto optimal, when ‘in any given situation, it is found to be
impossible to make any change without making some individual in the group worse off” (Buchanan
and Tullock, 1962 172; emphasis in the original). For an excellent and more detailed discussion of
Pareto optimality, see ibid: chapter 12 PD presents a case ‘in which narrow self-maximazation behavior
leads to a poor outcome for all.Hence the dilemma. Individual rationdlity leads to a worse outcome
for both than is po:;sible.' (Axelrod, 1981 306). On PD, see also Table L

4TReferences to the game~theoretic approach and to the PD game will be used interchangeably in this
chapter.

48Behr, 1981 290.

49For a presentation of the rules, entries and results of both rounds of the tournament, see Axelrod, 1980a
and Axelrod, 1980b.

50Axelrod, 1984: 13. Interestingly enough, TIT FOR TAT was also the simplest among all the rules that were
submitted. See ibid.: 31 In explaining the success of this rule, its clarity must be pointed out, since it
allowed the other player to easily understand its intentions and strategy. Furthermore, TIT FOR TAT ‘was
nice [ie. it cooperated first], provocable into retaliation by a defection of the other, and yet forgiving

after it took its one retaliation” (Axelrod, 1981 310).
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Further analysis of the sucéess of TIT FOR TAT and of the tournament results, led
to the conclusion that cooperation in an anarchic world which lacks a hegemonic
power can both emerge and thrive given the existence of ‘two key requisites..that
cooperation be based on reciprocity and that the shadow of the future is important
enough to make this reciprocity stable.

The ‘shadow of the future” becomes important when ‘it requires that the players
- have a large enough chance of meeting again and that they do not discount the

significance of their next meeting too greatly.s2 Reciprocity

Refers to exchanges of roughly equivalent values in which the actions of
each party are contingent on the prior actions of the others in such a way
that good is returned for good and bad for bad.$3

It becomes of great consequence for the fostering of stable cooperation, ‘if the
interaction will last long enough to make the threat [that is implicit in the concept of
reciprocity] effective.54

However, any attempt to explain international regime dynamics that is
exclusively based on PD related game theory would be flawed. The reason is related
to some of the major problems and shortcomings of this approach. For example,
Robert Axelrod admits that a list of ‘examples of what is left out by [the PD] formal
abstraction..could be extended indefinitely.’5> Some of these omissions are particularly
important, since PD as well as game theory in general,

Cannot always adequately incorporate other important  available
information——including relevant historical details about the context of the

StAxelrod, 1984: 73; emphasis added.
S2bid: 174.

53 eohane, 1986a: 8; emphasis in original.
54Axelrod, 1984: 126,

55Axelrod, 1980a: 5.
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interaction, insights into the personalities and behavior of decision makers,
and understandings of the diplomatic or foreign policy process.3¢

PD has also been criticised for failing to consider the possible importance of
relative gains. It is noteworthy that TIT FOR TAT ‘can't possibly score more than the
other player in a game.’37 Rather, it won the tournaments by accumulating a
sufficiently high number of points on every single game. It is not impossible though, to
conceive of ‘occasions when defeating the opponent is more important than
maximizing one’s own payoff.s8

The functional approach to international regimes learns from game-theory that
under certain circumstances, cooperation may toke place in an environment of
anarchy by rational egoists. Modified-structuralism also incorporates and utilises the PD
game-theoretic conclusions concerning the importance of reciprocity and of the
‘shadow of the future.” However, as will be shown, by arguing that international regimes
may help enlarge the ‘shadow of the future,” identify the nature and extent of
responses and promote reciprocity, modified structuralism ‘provides a useful

supplement’ if not solution to some of the game-theoretic problems outlined above.5

563nidal, 1985b: 26. For a discussion of some recent (albeit somewhat inconclusive), game-theoretic
efforts to incorporate to an extent in their analysis some of these factors, see Kydd and Snidal, 1993,
Other problems of the game-theoretic approach are related to the fact that it assumes the existence
of two clear choices: cooperation and defection. In redlity though, ‘we should [perhaps] think not of a
dichotomy, but of a continuum’ (Jervis, 1988: 329). Also, ‘states often cd—operate in part and defect in
part” (Kydd and Snidal, 1993: 117). Furthermore, the issue of accurately detecting behavior is of extreme
importance, since ‘if defection cannot be reliably detected, the effect of present cooperation on
possible future reprisals will erode’ (Oye, 1985 16). Additional criticisms of the PD game-theoretic
approach exist, though inclusion of all of them would simply be impossible within the confines of this
chapter. See however Cohen, 1990: 276-78; Gowa, 1986; Jervis, 1988: 321, 324, 329 and 340; Snidal, 1985b:
50 and 53 and Wagner, 1983: 344. For a brief but excellent discussion of various other games utilised
by theorists within the functional approach to international regimes, see Hasenclever et al, 1997: 44-53.
Nevertheless, PD remains of central importance to functional logic and theory.

57 Axelrod, 1984: 137.

58Behr, 1981 299.

59Haggard and Simmons, 1987: 506.
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The functional approach to interational regimes also derives important lessons
from Mancur Olson’s analysis of the problem of collective actions® The problem both
assumes and stresses the rational selfishness of individuals, and is essentially a PD-like
problems$! According to Olson, it occurs when selfish but rational individuals, despite
their obvious interest, fail to participate in collective action aimed at obtaining certain
public goods.$2

For Olson, the size of the group that seeks to obtain certain public goods is of
central importqnce.63 He argues that in small groups

Each of the members, or at least one of them, will find that his personal gain
from having the collective good exceeds the total cost of providing some

amount of the collective good.[Thus] the good is provided, even if he has to
pay all of the cost himself.64

Olson calls these groups “privileged. %5 Given the incentives that such groups have to
cooperate, cooperation among them is both possible and likely, even in the absence

of hegemony.

6Osee Olson, 1965/1971.

Ssee Hardin, 1982 chapter 2, especially pages 25-30.

623ee Olson, 1965/1971 2. ‘Public goods are defined by two properties. jointness of supply and
impossibility of exclusion’ (Hardin, 1988 17; emphasis in the original). See also Kindleberger, 1981 243;
Olson, 1965/1971 14-6 and Snidal, 1985; 590-5.

83For a critique of the importance that Olson places on the size of groups see Hardin, 1982 chapter 3.
However, Hardin's criticisms are not entirely persuasive. For example, his illustration of an enormous
privileged group involves the case of billionaire Howard Hughes buying a TV station, in order to enjoy
late night western and aviation movies. Hardin points out that almost 260,000 people benefited from
this move, and hence all of them constitute a privileged group. See ibid: 42 Leaving aside the
extreme rarity of such an instance, it can be pointed out that this privileged group is clearly not
consistent with Olson’s definition of groups, namely ‘the kinds of organizations that are expected to
further the interests of their members’ (Olson, 1965/197t 6; emphasis in the original). Clearly, a potential
television audience that has not attempted to organise in any way, and almost certainly does not
even care about 300 AM. movies, does not fall under the definition of the groups that Olson
examines in his study.

640lson, 1965/1971 33-4.

63see ibid: 49-50.
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Exactly the opposite Icﬁg%b applies to very large groups, which Olson calls
‘latent66 They have substantial organisational problems and their members are
apathetic to whether any member does, or does not attempt to provide the collective
goods? QOlson argues that cooperation is poséible even among latent groups. What is
required is ‘an incentive that operates.rather selectively toward the individuals in the
group.®® Such an incentive could be the result of coe_rcion, in which case the analysis
is rather simple, in the sense that in essence the option of not cooperating is denied or
incurs an extreme cost. Perhaps more significantly, it may also be the result of
organisations offering important by-products of a private (i.e. non-collective), nature.s

Olson also presents a third category of groups, called intermediate in which no
one has an incentive to provide the public good by herself, but ‘which does not have
so many members that no one member will notice whether any other member is or is
not helping to provide the collective good. 7 Although there is uncertainty about
whether intermediate groups will be conducive to collective action, clearly Olson
considers them to be closer to the privileged ones.’!

The functional approach to international regimes leans from the logic of
collective action that when small or intermediate groups are involved, cooperation
among rational egoists is possible and likely even in the absence of hegemony.
Furthermore, in the case of latent groups, important incentives to cooperate may be
created through the provision of private goods. Adherents of the functional approach
point out that ‘international regimes frequently do the same thing. 72 In order to explain
how this conclusion is reached, the important connection of the functional approach

with microeconomic theory must be examined.

0bid: 50.

¢7see ibid.

%8Ibid: 51; emphasis in the original.
%93ee ibid: 139-41

Obid: 50.

see ibid: 57 and 134.

"X eohane, 1984: 77.
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Economists have contéfnplated about the likely effects of institutional
arrangements on economic efficiency. They have first of all pointed out that such
arrangements may range from being voluntary to being entirely imposed, usually by
governments.”3  Following these distinctions, functionalist theorists have applied the
language of supply and demand to international regimes. They accept the contention
of hegemonic stability theory that a hegemon may play an instrumental role in the
establishment or imposition of various international regimes’ To quote Vinod
Aggarwal: ‘the supply of regimes is affected by the presence or absence of a
hegemonic state7”> The functional approach though, emphasises that “fluctuations in
demand for international regimes are not taken into account by the theory [of
hegemonic stability]; thus it is necessarily incomplete.76

In order to demonstrate the reasons that may lead to the demand for
international regimes, the concept of externalities and the Coase theorem must be
examined. Externalities refer to

Some costs or revenues [that] are external to the decision-making unit.

Whenever these external costs and revenues exist it is possible that unaided
the market will not yield the most efficient result.”?

73see Davis and North, 197t 10-1L

T4according to hegemonic stability theory, ‘cooperation and a well-functioning world economy are
dependent on a certain kind of political structure, a structure characteristic by the dominance of a
single actor’ (Grunberg, 1990: 431). This single actor has been called a hegemon, a ‘stabilizer
(Kindleberger, 1973; 305) or a ‘leader’ (Kindleberger, 1976: 32). Proponents of hegemonic stability theory
disagree on who stands to gain the most in a hegemonic system. For the ‘malign” version of the
theory, see Haggard and Simmons, 1987: 502; Gilpin, 1975: 150-3; Gilpin, 1977; 55; Gilpin, 1981 144;
Kindleberger, 1976: 32 and Krasner, 1976: 322. For the ‘benign” version of the theory, see Kindleberger,
1976: 34; Snidal, 1985a: 582 and Stein, 1984: 358. For some empirical tests of the claims of hegemonic
stability theory, see Cowhey and Long, 1983; Gowa, 1984; Keohane, 1989c: 94; Krasner, 1976 335 and
McKeown, 1983.

Saggarwal, 1985: 21; emphasis added. See also Keohane, 1984; 49-51

76k eohane, 1983: 142; emphasis added.

Davis and North, 197t 15.
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Government intervention has often been advocated on the basis of being able to
confront and alleviate the negative impact of externdlities. In a celebrated article,
Ronald Coase argued that ‘direct governmental regulation will not necessarily give
better results from leaving the problem [of externalities] to be solved by the market or
the firm.78

Coase demonstrated that efficient cooperation is possible in the absence of

government intervention, despite the problems caused by externalities. Importantly,

Coase specified three crucial conditions for his conclusions to hold. These
were: a legal framework establishing liability for actions, presumably
supported by governmental authority; perfect information; and zero
transaction costs (including organization costs and the costs of making side-
payments). It is clear that none of these conditions is met in world
politics..Thus, an inversion of the Coase theorem would seem more
appropriate to our subject.”

Functional regime theorists argue that the conditions that are assumed by
Coase and that are absent from world politics can be provided, with various degrees
of success and efficiency, by international regimes. Subsequenily, a demand is
created for both their creation and maintenancef° Modified structuralists admit that
regimes are rather weak in establishing clear and enforceable frameworks of legal
liability. Nevertheless, regimes may still create "bits and pieces of law,” thus having at
least some positive effects!

International regimes may also affect fransaction costs by creating economies

of scale: ‘once a regime has been established, the marginal cost of dealing with each

"8Coase, 1960: 18. In doing so, Coase attacked the predominant pro-government intervention school that
was primarily influenced by the work of economist A. C. Pigou. For Coase’s discussion of Pigou’s
arguments see Coase, 1960:; 28-39. These pages dlso include a fascinating argument on the possible
existence and effects of a Pigovian oral tradition.

"9 eohane, 1984: 87; emphasis in the original.

80The following discussion is primarily based on Keohane 1983 and Keohane, 1984: chapter 6.

8K eohane, 1984: 88.
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additional issue will be lower ﬂ'{dn it would be without a regime.®2 Transaction costs
would be significantly reduced when the issue density in a regime, which refer[s] to the
number and importance of issues arising within a given policy areq,” is high#3
The fact that varibus agreements tend to be ‘nested” within regimes may also
affect transaction costs® This can occur
By making it easier or more difficult to link particular issues and to arrange
side-payments, giving someone something on one issue in return for help in

another. Clustering of issues under a regime facilitates side-payments among
these issues: more potential quids are available for the quo8

As regards the functions and value of information, economists have explained
that it is often costly and subject to increasing returns8¢ They have also pointed out
that

The lower the cost of information..the better the markets will operate.fand

that] it is likely that substantial profits are to be earned from increasing
information flows that reduce uncertainty.8’

The argument of the functional approach is that international regimes can
provide information at a lower cost, given the existence of economies of scale.
Furthermore, regimes may provide information concerning the reliability and reputation
of governments or actors

By providing standards of behavior against which performance can be
measured, by linking these standards to specific issues, and by providing

82K echane, 1984: 90. For a brief discussion concerning the concept of economies of scale, see Davis and
North, 1970: 12-4.

83keohane, 1983; 155.

84The concept of nesting was originally coined by Vinod Aggarwal. For an explanation and examples
see Aggarwdl, 1985; 27 and Keohane, 1984; 90.

85Keohane, 1984: 91 See also the discussion of “contextual issue-linkage” in Axelrod and Keohane, 1993: 101,

86See Davis and North, 197t 20-3.

87bid: 21
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forums, often through international organizations, in which these evaluations
can be made 88

Hence, regimes will ‘effect the ability of governments to monitor others’
compliance and to implement their own commitments—hence their cbilit.y to make
credible commitments in the first place.8® Finally, institutionalist theory ‘anticipates
[that] the rules of institutions constrain the bargaining strategies of states and therefore
make their actions more predictable. ™

To summarise, according to the modified-structural approach, international
regimes may foster cooperation by performing certain important functions. Functional
regimes provide reliable information, monitor behavior and reputation, increase the
costs of violating agreements and help create an (admittedly imperfect), legal liability
framework. They also help enlarge the 'shadow of the future,” since their

Principles and rules.make govérnments concerned about precedents,

increasing the likelihood that they will attempt to punish defectors. In this
way, international regimes help to link the future with the present?!

Although regimes ‘do not substitute for reciprocity..they reinforce and
institutionalise it by identifying defection and by often ‘incorporating the norm of
reciprocity” in their rules? Also, by reducing transaction costs, producing economies
of scale and providing information, regimes may provide the kind of by-products that
foster cooperation among latent groups.

Turning very briefly to some of the more important criticisms of the functional
approach, James Rosenau has claimed that ‘if states accede to [regimes), their

compliance derives from autonomous acts and not from responses to control effects.?3

88Keohane, 1984: 94.

8% eohane, 1989a: 2

90Keohane and Nye, 1993 15. See also Keohane and Hoffmann, 1993: 397 and 399.
9Axelrod and Keohane, 1983: 94,

92pid: TIO.

SRosenau, 1986: 881
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This criticism may perhaps apply to a state’s accession to a regime. However, it
certainly fails to predict, or provide any sophisticated or useful analysis as to why states
may act in a specific way within a regime, following their accession.

OMeara’s has accused modified-structuralists for failing to transcend the
‘fraditional, state-centric, power-politics paradigm.®4 Despite the various other
problems of his criticisms, this observation is correct to the extent that both the
functional approach and the theory of institutionalism do not deny the central
importance of states in world politics.?®

The functiondlist approach has also been criticised for the ‘strong liberal bias
[that] operates in [it] 96 The extent and nature of the connection with liberalism will be
analysed in detail in the subsequent section examining institutionalist theory. Finally, it
must be stressed that the functional approach to international regimes neglects the
importance of domestic politics. This is.somewhat surprising, given their significance in
the account of events provided by modified-structural theoristsS” Helen Milner

suggests that this neglect is explained by

940'Meara, 1984: 256,

950'Meara has the tendency to use strong words in attacking modified-structural theorists. For example,
he regards Keohane's ‘analogy with microeconomics analysis” (ibid: 255) as ‘dubious’ (ibid.), though he
fails to explain precisely why. Furthermore, he derides ‘the ease with which a “straw man” Realist
position can be systematically constructed and subsequently destroyed’ (ibid: 251), and then proceeds
to do exactly that in the following pages. See ibid: 251-3. For example, he criticises the realist "belief
that states are the only actors in world politics (ibid: 251, emphasis added). However, any
sophisticated realist would cfgue that states are the most important actors and not the only ones.
O'Meard’s mistreatment of realism is important, because the crux of his criticism of the functionat
approach is that it fails to establish a radical and clear break with realist concepts and assumptions. It
should dlso be pointed out that Keohane eventually relaxes the unitary state-centric assumption,
through the introduction of concepts such as "bounded rationality’ and ‘myopic” and ‘farsighted” self-

interest. See Keohane, 1984: 67, 99 and 110-16.

9Haggard and Simmons, 1987: 508. See also Keohane, 1984: 10-11 and Rosenau, 1986; 891-3.
9For example, in discussing the failure of the US Senate to ratify the International Trade Organization
(ITO), Keohane asserts that ‘domestic politics constituted a crucial factor affecting this outcome’ (ibid:

140; emphasis added). See also ibid.' 144, 147 and 150; Keohane, 1993a: 35 and Milner, 1992, 481-95.
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Two reasons.the centrality of anarchy as the condition for differentiating
between domestic and international politics.[and] the use of game theory
with its assumption of unitary, rational actors.%8

The empirical testing that will be undertaken in this thesis will provide an evaluation of

the effects that the neglect of domestic politics has on of institutionalist theory.

C. Institutionalist Theory.

The central argument of the theory of institutionalism is that “variations in the
institutionalisation of world politics exert significant impacts on the behavior of
governments.® In making this claim, the theory comes close to identifying institutions
as an independent variable that helps explain the dependent variable of state action.
In order to substantiate this claim, institutionalism accepts and incorporates into its
analysis the previously presented modified-structural arguments concerning the
importance and functions of international regimes. They are applied to institutions in
general, which in addition to regimes may also include ‘formal intergovernmental or

cross—-national nongovernmental organizations [and]..conventions.’® These distinctions

More recently, Keohane has noted that ‘domestic politics is neglected by much game-theoretic
strategic analysis and by structural explanations of international regime change’ (Keohane, 1989d: 173),
and called for the ‘use [of] game theory [in a heuristic way] to analyze the “two-level games” linking
domestic and international politics, as Robert Putnam [in Putnam, 1988] has done’ (ibid.). He has also
admitted that ‘in seeking to account for the increase in the number of international regimes, the
contractuat theorist will not ignore the structure of world power or domestic politics” (Keohane, 1993a:
37). However, the fact remains that domestic politics are not, and in a sense can not be incorporated
in any significant, clear or sophisticated way into the functional analysis of international regimes, since
the theory focuses ‘on states as unified rational actors (Martin and Simmons, 1999: 98) whose
preferences and options are exogenously given and thus taken for granted.

9Milner, 1992 489; emphasis in the original.

9% eohane, 1989a: 2

100hid: 3-4; emphasis in the original.
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are not as clear in actudlity as this stylization might seem to imply.10! This observation
ought to be kept in mind, since the subsequent chapter will view EPC as dﬁ
international regime, albeit one with important intergovernmental aspects.

Institutionalist theory is often called neoliberal because of its connection with
classical liberal theories. This connection will prove to be rather weak, since
institutionalism rejects or ignores some important liberal assumptions and variants. As

regards liberalism,

There is no canonical description.What we tend to call /iberal resembles a
family portrait of principles and institutions, recognizable by certain
characteristics—for example, individual freedom, political participation,
private property and equality of opportunity—that most liberal states share,
although none has perfected them ail.102

The analysis and classification of the various political and economic liberal
characteristics has allowed the theoretical development of three closely related
variants of liberalism: commercial, republican and regulatory.103  Republican liberalism
is based on Kant's argument that republics (defined as polities in which the legislative
and executive branches of government are separate), are prone to peace.©

Institutionalism does not concentrate on republican liberalism, as this variant of

Olibid: 5.

102poyle, 1986: 1152; emphasis in the original. For a somewhat more assertive statement concerning the
principles, rights and institutions of liberalism, see Doyle, 1993; 173-4. ‘

1035ee Keohane, 1990: 175-82.

1045ee Kant, 1795/1983: 113. Given the many wars that democracies have fought (including colonial wars),
the argument of republican liberalism has now been quadlified to one that asserts that democracies do
not fight with each other. For a justification of this argument, see Doyle, 1986: 1156 and Appendix 2 and
Russett, 1993. For excellent critiques of this qualified argument, see Gowa, 1995; Laynard, 1994 and
Weede 1984. Kant's 1795 essay To Perpetual Peace: A Philosophical Sketch, is crucial to all variants of
liberalism. For an early examination of Kant's importance to international relations, see Waltz, 1962. For
an excellent discussion of Kant's seminal essay, see Doyle, 1986: 1155-63; Doyle 1993: 186-93 and Doyle,
1995: 94-100. For a more expansive reading of Kant that claims to differ from Doyle’s analysis, see

MacMillan, 1995.
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liberalism is essentially a ‘second image’ theory, which concentrates on domestic
politics.195 As will be analysed next, institutionalism is a "third image” theory.
Commercial liberalism argues that the spread of capitalism and free trade is

conducive to peace and cooperation among nations. To quote Montesquieu:

The natural effect of commerce is to lead to peace. Two nations that frade
with each other become reciprocally dependent; if one has an interest in
buying, the other has an interest in selling, and all unions are founded on
mutual needs.o¢

Regulatory liberalism emphasises the importance of rules and regulations in promoting
and fostering cooperation. It ‘argues that we have to specify the institutional features
of world politics before inferring expected patterns of behavior. 107
Institutionalism learns from liberal theories the importance of “tak[ing] political

processes seriously. 108 It accepts the liberal belief that progress in human affairs is
possible and indeed often desirable, ‘and takes notice of the potential beneficial
impact on cooperation and peace among nations of institutions, rules, and the spread
of capitalism. Ultimately, it creates a “sophisticated” or neo-version of liberalism, which
consists of

A synthesis of commercial and regulatory liberalism..[which] does not posit

that expanding commerce leads directly to peace but rather.[argues] that

conditions of economic openness can provide incentives for peaceful rather

than aggressive expansion. This is only likely to happen however, within the
framework of rules and institutions that promote and guarantee openness.!09

1055ee Keohane, 1990: 177. Theories usually tend to look for explanations “within man, within the structure
of the separate states, [and] within the system.These three estimates of cause.[are] referred to as
images of international relations, numbered in the order given, with each image defined according to
where one locates the nexus of important causes’ (Waltz, 1959: 12). See also Powell, 1994: 315.

105Montesquieu, 1748/1989: 338. For an incisive analysis of the importance of commerce in the political
philosophy of Montesquieu, see Pangle, 1973: chapter 7. For further elaboration of the argument
connecting commerce and peace, see Schumpeter 1959: 69; cited in Fukuyama, 1992 260.

107K eohane, 1990: 181

1O8|bid: 175.

109%bid: 183.
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This version of liberalism emphatically rejects liberal utopianism and
unmitigated optimism, according to which a harmony of interests exists between
states.!10 Finally, institutionalism is not concerned with individual liberty. Institutionalist
liberalism is

An emasculated liberalism, shorn of its normative concerns with the liberty
and well-being of individuals, focusing on economic variables, using the
utilitarian discourses and theories of liberal economics, and making states the
agents in international relations.Liberalism’s goals of individual emancipation

and personal development, the ethical values that are central to liberalism,
disappear.t1!

It can be concluded that the connection of institutionalism with some of the
major assumptions and variants of liberalism is weak, and in some cases non-existent.
Institutionalism ignores republican liberalism and concerns about individual liberty. It
rejects the existence of a harmony of interests, and unlike classical liberalism, is only
guardedly optimistic. Nevertheless, a connection between liberalism and institutionalism
does exist, given the latter's acceptance of a synthesis of commercial and regulatory

liberalism. Subsequently, the theory of institutionalism can be referred to as neoliberal 2

T0See Carr, 1939/1964: 24-5.

M ong, 1995: 496.

T2sybsequently, the theory of institutionalism can perhaps be referred to as neoliberal. ‘Keohane
[however,].has [recently—see Keohane and Martin, 1995] withdrawn the term neoliberal from the self-
description of his theory and now prefers merely “institutionatism™ (Long, 1995: 494). This approach will
be followed in this thesis. It is also interesting to note that Moravcsick, 1997 approves of such an
approach, bur argues that institutionalism can not be termed neoliberal because ‘it has little in
common with liberal theory.[since] most of the analytic assumptions and basic causal variables by
institutionalist theory are more realist than liberal’ (ibid: 536). This is a correct assessment, but the fact
that institutionalist theory has an (admittedly weak) connection with liberalism remains; and although
institutionalism is not a clear-cut fully fledged liberal theory, to ignore this connection allows the risk of

diminishing the scope and potential explanatory power of the theory of institutionalism.
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Turning to another aspéé:f of institutionalism, it must be pointed out that it
presumes "that states are the principal actors in world politics and that 1héy behave on
the basis of their conceptions of their own self-interest’113 The existence of anarchy is
also accepted, though institutionalism cavtions that ‘while anarchy is an important
condition in world politics it is not the only one..An exclusive focus on anarchy may be
overly reductionist114 Not surprisingly, the effects of anarchy are mitigated by the
effects of institutions: to understand world politics, we need to know about institutions,
not merely about the existence of ‘anarchy’ defined as the lack of common
government.115

Institutionalism is a systemic theory, in which

The actors” characteristics are given by assumption, rather than treated as
variables; changes in outcomes are explained not on the basis of variations

in these actor characteristics, but on the basis of changes in the attributes of
the system itself.116

Finally the conditional nature of institutionalism must be stressed. In order to
claim relevance, it demands that two conditions be satisfied. First, that ‘actors..have
some mutual interests; 117 and secondly that ‘institutionalisation [be] a variable rather
than a constant in world politics. 18 The latter condition is important in order to make
any meaningful comparisons and evaluations. It also implies (as would had been
logically expected), that the presence of at least one institution is essential for the

application of institutionatist theory.

WKeohane, 1993b: 271 See also Keohane, 1984: 29 and 63.

T4Milnrer, 1993: 167.

5k eohane, 1989 1L

Tk eohane, 1983: 143. See also Keohane, 1984: 29 and Keohane, 1989b: 40-1 Subsequently, it comes as no
surprise that the neoredlist emphasis on the importance of the constraints imposed by the structure of
the international system is appreciated. See Keohane, 1984: 25.

Wibid: 2. See also Keohane, 1984: 6, 9 and 79; Keohane 1993b: 275 and Krasner, 1983a: 8.

8k eohane, 1989a: 3.
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Despite its explicit condiﬁonality, critics have claimed that institutionalism
overestimates the role played by institutions, and ultimately fails to present an
accurate understanding and explanation of the process of cooperation in international
relations.!19 The reason is primarily related to what is considered to be the erroneou‘;s
and misleading institutionalist assumption that ‘the preferences of actors in world
politics are based on their assessments of their own welfare, not that of others 120
Critics charge that states are actually constantly preoccupied with concerns over the
relative distribution of gains. According to such an understanding, anarchy means more
than just the absence of common government. It also means that states operate in an
environment that can never offer permanent reassurance or security.!21

The ultimate result of anarchy is that ‘relative gain is more important than
absolute gain122 Hence ‘the fundamental goal of states is to prevent others from
achieving advances in their relative capabilities. 123 Failure to do so may lead to the
curtailment of a state’s independence, or even to its enslavement or destruction.
Awareness of such a possibility

Generatels] a relative-gains problem for cooperation: a state will decline to
join, will leave, or will sharply limit its commitment to a cooperative

arrangement if it believes that gaps in otherwise mutually positive gains favor
partners.!24

Stephen Krasner in addition has highlighted the importance of distributional
gains. In an essay examining global communications, he explains that the

establishment of international regimes in this issue area would be Pareto optimal for all

PSee Grieco, 1990; Grieco 1993a; Grieco 1993b; Krasner 1993 and Mearsheimer, 1995.

20Keohane, 1984 66.

210n anarchy, see also Rousseau 1917: 78-9; cited in Waltz, 1959: 180. Anarchy should not be confused
‘with complete disorder’ (Wight, 1979/1986: 105).

22waltz, 1959 198; cited in Powell, 1993: 209. See also Gilpin, 1975: 35.

23Grieco, 1993a: 127; original in emphasis. For an excellent analysis of Grieco’s approach to infernational
regimes, see Hasenclever et al, 1997 13-25.

24Grieco, 1990: 10.
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participants.25  In this case, the problem would be one of coordination and not
collaboration, and the Battle of the Sexes a more relevant theoretical game. Thus,
Krasner concludes that

There are.many points along the Pareto frontier. the nature of institutional

arrangements is better explained by the distribution of national power
capabilities than by efforts to solve problems of market failure.!26

Keohaﬁe concedes that he made ‘a major mistake by underemphasizing
distributive issues and the complexities they create for international cooperation.™?
Nevertheless, the criticisms concerning the institutionalist neglect of the importance of
relative gains are hotly contested. Keohane maintains that whether relative gains are
important is not a matter of dogma, but is conditional on the opportunity and incentive
to use them against others.™ The validity of these opposing claims concerning the
significance of relative gains will be evaluated in subsequent chapters.

To conclude, the theory of institutionalism follows the logic of the functional
approach to international regimes, and argues that institutions may have an important
impact on state behavior. It neglects domestic politics, considers rational egoistic

states to be the most important actors in world politics and accepts the existence of

2% rasner, 1993,

26bid: 235. On collaboration and coordination, see Hasenclever et al, 1997: 48, Martin and Simmons, 1999:
104 and Snidal, 1985¢. On the Battle of the Sexes, see Krasner, 1993: 237-9. For an analysis of Krasner's
cpprodch to regimes theory, see Hasenclever et al, 1997: 104-13.

27K eohane, 1993b: 292 For an interesting argument, attempting to explain that Keohane's and Krasner's
analyses complement each other, see Powell, 1994: 340.

28 eohane, 1993b: 283. Some empirical studies on the importance of relative gains have been conducted.
For example, Keohane cites as evidence for his position an examination of US actions towards
Japanese industrial policy. See Mastanduno, 1993. The study concluded that relative gains do matter
significantly, but not unconditionally” (ibid: 251; cited in Keohane, 1993b: 281). In addition to concerns
about relative gains, Mastanduno identifies as important factors ideology. the institutional setting and
the ability to mobilise members of the US Congress. See Mastanduno, 1993; 261-3. For a different

reading of Mastanduno’s study, see Grieco, 1993b: 315-6.
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anarchy. The theory has a soméwhat benign view of the consequences of anarchy,
and claims that concerns about the relative distribuﬁdh of gains are conditional.

Institutionalism has an affinity with liberalism, since it appreciates the potential
importance of processés, rules, institutions and free tfrade. The connection though is
rather weak, since the theory rejects liberalism’s optimism, as well as the existence of
any harmony of interests among states. It also ignores republican liberalism and
concerns about individual liberties.

Finally, institutionalism is a conditional theory which (most importantly), requires
the existence of some mutual interests among actors When its conditionality is
satisfied, it claims to have considerable theoretical relevance. This claim will be
evaluated on the basis of this thesis’ case-study. However, before any empirical
testing is undertaken, Chapter 2 will present EPC as an international regime, according

to the definition that was adopted.
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CHAPTER 2

EPC AS AN INTERNATIONAL REGIME

The European Community is condemned to be, at best a success in the economic realm, but a fiasco in
“high politics.”

-Stanley Hoffmann, Obstinate or Obsolete? The Fate of the Nation State and the Case of Western
Europe, 1968.

A. The Road to EPC.
Attempts for European cooperation in the field of "high politics’ have a long
and interesting history. In the early 1950’s,
Because of the outbreak of the Korean War, the American government
feared that its military resources might become overstrained, and it
demanded that Germany be permitted to rearm in order to strengthen the

western military posture in Europe.Unable to resist the request of their
powerful ally, the French suggested an integrated army.129

The army was to be controlled by a European Ministry of Defence, in order to
keep fears of a rearmed Germany to a minimum.!130  This plan culminated with the
signing of the European Defence Community (EDC) Treaty in May 1952. However, it
was never implemented, since it failed to win ratification by the French Parliament.
General de Gaulle and his supporters abhorred its supranational elements, while French
communists denounced it as being anti-Soviet. Thus, a remarkable Gaullist and Stalinist
alliance halted in late August 1954 the effort to create integrated European defence

policies, and also fatally weakened the ambitious attempt to create a European

29Gilbert, 1970/1984: 415. See also Cardozo, 1987: 50-1 and Jopp, 1997: 153,
WOsee Urwin, 199t 63,
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Political Community.!3! Pursued during the years of 1962-54, the latter was intended ‘to
embrace such highly sensitive areas of national sovereignty as foreign policy, defence
and the establishment of a common market.!32

The failure of these European integrative efforts was mitigated to an extent, by
a British proposal for the creation of a Western European Union (WEU) which would
allow for the discussion of security issues. The WEU was intended to operate among
strict intergovernmental lines, since unanimity was to be required for the taking of any
decision. Until the 1980's though, the WEU did not play any particularly important role,
since security affairs were almost exclusively discussed within the North Atlantic Treaty
Organisation (NATO).133

The next major effort for a common European foreign policy was carried out
by France between 1960 and 1962, What became known as the Fouchet Plan proposed
procedures and institutions that would lead to the coordination of the foreign policies
of the EC member states.®¥ The plan was consistent with de Gaulle’s aim to create “a
European Europe,” less bound to the United States.[and] able to defend its own
interests. 135 However, fear that this initiative would undermine NATO and the drive
towards a closer and more integrated Europe, as well as de Gaulle’s hardening stance
during the final stages of negotiations, led to the ultimate failure of the Fouchet Plan.

These failures generated considerable pessimism. Nevertheless, the members
of the European Community (EC) managed to successfully launch a new foreign policy

cooperative effort. This was achieved with the 1970 Luxembourg Report that

Bisee Cardozo, 1987: 71. ‘The European Political Community was.to be.nothing less than the beginning of a
comprehensive federation to which the [European Coal and Steel Community] and EDC would be
subordinated. The draft Treaty of the Political Community, with 117 articles, was presented on 10 March
1953 (Urwin, 199t 64). For an excellent and comprehensive account of the European Political
Community project, see Cardozo, 1987.

B2hid: 49.

B3The existence of NATO and of a separate European security organisation, partly explains why all
aspects of security issues were completely absent from EPC's scope for a significant period of time.

B4ror a detailed account of the proposals and negotiations of the Fouchet Plan, see Gerbet, 1987.

B9bid: 108.
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established European Political Céoperaﬁon.‘“ EPC was further developed by the 1973
Copenhagen Report, the 1981 London Report, and the 1986 Single European Act (SEA).
More recently, the Treaty on European Union (TEU) transformed EPC not least by
changing i.'rs name: it declared (almost certainly too optimistically), that ‘a common
foreign and security policy [CFSP] is hereby established. 137 This chapter though will not
include any discussion of the TEU's CFSP provisions, or. any subsequent developments,
since the events that will be covered in this thesis took place before the Treaty came
into effect.

During its existence, EPC made numerous contributions (with different degrees
of importance), to various international events and issues® It also developed an
elaborate  structure, which was ‘less than supranational, but more than
intergovernmental. 40 It will be the purpose of this chapter to demonstrate how EPC
can be viewed as an international regime on the basis of the definition that was
adopted in Chapter 1. In order to achieve this, EPC’s principles, norms, rules and
decision-making procedures will be presented. Furthermore, its scope and
organisational form will be discussed, thus allowing for EPC’s more comprehensive

understanding.

B6The Luxembourg Report is also referred as the Davignon Report, after the name of its author.

B7Title V. Article J. The TEU is commonly referred to as the Maastricht Treaty.

138The TEU came into force on 1 November 1993. For an excellent account of its ratification problems, see
Duff 1994,

¥9This chapter will not include an analysis of EPC’s record on major international events. For the best
general account of this record, see Nuttall 1992a. For other excellent, though less extensive and
comprehensive accounts, see Hill 1992; Nuttall 1988 and Wallace, 1983. For an analysis of EPC’s actions
towards the Yugoslav War, see Salmon 1992 and Tziampiris 19922 For EPC and the Middle East, see
Ifestos, 1987. An excellent account of EPC actions towards South Africa is contained in Holland, 1995.
Martin, 1995 and Stavridis and Hill, 1997 cover EPC’s responses to the Falklands War, while Salmon, 1992
covers EPC’s reactions to the Gulf War.

U0wessels, 1982 15; cited in Ifestos, 1987: 209. Hence, it is perhaps not surprising that EPC has caused
considerable theoretical confusion and controversy. For the plethora of theoretical approaches that

have been applied to EPC, see Holland, 1991 and Wessels, 1988.
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It is also important to claﬁfy that there will be no explicit or implicit argument
that the concept of international regimes should be applied to the EC as a whble.
Such an application would almost certainly

Underestimate the significance and influence of the EC’s legal framework
and the normally high rate of national compliance with frequently detailed
Community legislation, especially when political attention is concentrated on

an area like monetary policy where the degree of commitment to common
policy-making is variable.!41

The Community is probably ‘even more than [a regime], owing to the historical
circumstances in which it was created, the particularity [and complexity] of its
structures and its evolutionary character.142 However, the application of the concept of
international regimes to the “sectoral level of foreign policy cooperation will prove to

have certain important advantages.!43

B. Principles.

Principles, defined as ‘beliefs of fact, causation and rectitude” play a crucial
role in the operation of EPC.1%4 Perhaps the most basic principle is that of ‘parallelism
between accession to the Communities and participation in [EPC.J5 Full participation in
EPC requires first that a state be admitted to the European Community. EPC also
operates on the principle that no military confrontation of any kind is conceivable
among member states. As a result, it can be argued that EPC members constitute a

pluralistic security community. According to Karl Deutsch, such a community is one

“iwebb, 1983; 36.

U2ifestos, 1987: 58. See also Ginsberg, 1989 12; Wallace, 1983 409-10 and Wessels, 1991 73-4. For attempts
to view the European Community as a regime, see Hoffmann, 1982 and especially Moravcsik, 1994.

U3webb, 1983: 36.

Wdgrasner, 1983ar 2

USNuttall, 1992a: 43. See also Dehousse and Weiler, 199t 136 and Nuttall, 1992a: 260.
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