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Preface to
First Edition

Asstudentsin the lale 19505 and early 1960s, we were taught to lock atinterna-
tional politics through “realist” glasses, which emphasized the ever-present
possibility of war among sovereign states. As our earlier work indicates, we
soon became uneasy about this one-sided view of reality, particularly aboul its
inadequate analysis of economic inlegration and of the roles played by formal
and informal international institutions. Our collaboration began in 1968 when,
as new members of the board of editors of International Organization, we
decided to edit a special issue of that journal to criticize traditional views of
world politics and to demonstrale the relevance of international organization
broadly conceived.!

We decided o write the present book, after Transnational Relations and
World Politics was published in the summer of 1971, for two main reasons.
Although in that volume we had pointed out significant problems with realist
theory, particularly in the area of international political economy, we had not
provided an alternative theory. We still needed to fit transnational relations
into a larger framework of world politics if we were to complete the analytical
task we had begun. From a policy standpoint, we thought that significant im-

provements in American policy on issues involving transnational relations and~
international organization§ Were unlikely unless the premises of policy were .

changed, We believed that many of the failures of American foreign policy in

! International Organtzation 25, no. 3 (Summer 1971); later published as Transnational Relations
and World Politics (Cambridge, Mass.: Harvard University Press, 1972).
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these dreas had their roots in the limitations of realist assumptions. For both
analyticdl did policy reasons, thercfore, we sought to wrile 1 book that would
put into & brodder coritext the classlc reslist analysis that 11ans Morgenthau’s

* Politics Amorig Nations, among other works, had beqieathed o the-current

\

i

\

i
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getierdliohi, 3 : .

Our hﬁé‘ylicﬁ' and policy coicerns help to explain the oriontation of this
book. Qiir cental : ‘
the book's facyis s completely different from that of most books and articles on
this subject. Because we are concerned with the premises of policy, our major

emphasis is oni_the changing tiature of the international system and how to '

undeistand it. Only i the last chapier do we draw lessons for foreign policy.
“Our two country-oriented case studies, however, are focused on the United
States. Yet throughaut the book, our emphasis {5 on theory. The cases were
selected for their poteritial significance for theory as much as for their intrinsic
policy importance. Since the United States is the most important actor in the
systetti, ciit fociis on Aerican actions can be justified on theoretical as well as
policy grotinds. In addition, each of out majur cdses is exumined over at least a
fifty-yedr period to help i understand underlying forces of stability and
change. Our method fs not simply histotleal; wo have analyzed the cases ac-
vording lo a theoreticil and compittaiive scheme thil we cluborate In chapters
1-3. This approach bears some resemblance to what our teacher Stanley Hoff-
mann called “historical soclology” over a decade ago.® We try to quantify what
we can, buit we stress theory over method and understanding the premises of
policy over chatting a detailed couise of action.
In this book wé try d liitderstand world politics by developing explanations
.at the Jevel of the lnfétriational system. This does not mean that we regard the
domestic politics of forelgn policy as unimportant. Quite the contrary, Forelgn
policy dnd domestic policy, as we repedtedly emphasize, are becoming increas-
ingly difficult to disentangle. Nevertheless, the complex relations between for-
eigh and domestic policy make it essential to know how much one can explain
purely on the basis of information about the international systein, In this sense,
we try-to discover what cannot be explained on the basis of international fac-
tors, as well as what can be so explained. Thus, slthough comparative foreign

* Some of our thoughts on the subject of this book have appeared in carlicr articles, but they have
been so greatly altered in form and content that only a few fragments remaln In the present
volume. For these we acknowledge permission from the University of Wisconsin Press to draw
from the foliowlng articles: C. Fred Bergsten, R, Keohane, and J. Nye, “International Economics
and International Politics: A Framework for Analysis,” International Organization 29, no. 1 (Win-
ter 1975); R. Kechane and J. Nye, “Introduction: The Complex Politics of Canadian-American
Interdependence,” Interndtional Organization 28, no, 2 (Autumn 1974); j. Nye, “Transnational
Relations and interstate Conflicts: Ari Empirical Analysis,” International OQrganization 28, no, 4
(Autumn 1974). ] . :

i Stanley Hoffmann, ed., Coritemporary Theoty n International Relations (Englewood Cliffs, N.J.:
Prentice-Hall, 1960), :
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policy 1s not the subjeet of this book, we hope that students of compatrative
foreign policy will find our analysis usclul—if only as a starting point for their
allempls to explain patterns of national action, :

We do not claim that our explangtions of change and stability in world poli-

lies nre the only ones that could be developed for this purpose, even at lthe'

international level. We have not, for example, included a Marxist formulation.
Muny Marxists adopt what we eall an overall structure approach, although
unlike realists, they aceept a cluss theory of the foreign policy process. Some
Marxists, however, focus on direct relations among capitalists: in these formu-

lations, multinational corporations are important in their own right as political-

actors.* Yet, as far as we could determine, there isnot a generally accepted and
clearly articulated Marxist theory of inlernational regime change. We are nei-
ther sympathetic enough with the Marxist perspective, nor learned enough in
its subtleties, to develop a Marxist model of our own. It is to be hoped that
Marxists will develop models of international regime change to compete with
or complement our own.

Friends have often asked us how we have managed to collaborate so inten-
sively over such a long period of time. The short answer is by swallowing our
pride while we tore aparl ciich other's chapters. Although collaboration
invokes oceasional frustration, it produces the keen intellectual pleasure of
rapid responsc and cxploration of ideas. By and large, we have enjoyed the
process. The theoretical chapters have gone through so many drafts that it is
virtually impossible to identify the source of particular ideas. Keohane took
primary responsibility for the case studies on money and Australia; Nye, for
oceans and Canada. Liven here, however, the Initial division of libor does not
accurately reflect the equality of our contributions to the final version,

Our transcontinental collaboration would not have been possible without
the support of a Ford Foundation grant, In addition, over the last five years,
financial help was provided to Nye by the Rockefeller Foundation and to Keo-
hane by the University Consortium for World Order Studies, the Johnson

¢ This statement certainly npplics lo much of the literature on “international dependency,” which
fucuses on relalions hetween developed and underdeveloped countries (but which is by no means
exclusively Marxist in churacter). Apart from this dependency literature, explorations of this theme
from a Marxist point of view can he found in Stephen Hymer, *The Internationalization of Capli-
tal,” Journal of Economic Issues (March 1972); and Ernest Mandel, Europe vs, American Contra-
dictions of Imperialism (New York: Monthly Review Press, 1970), especially chapters 1-6, pp. 7-
67. In the literature on dependency, the following are notable: Stephen Hymer, “The Multi-
national Corperation and the Law of Uneven Development,” in Jagdish Bhagwati (ed.) Economics
and World Order from the 1970s to the 1990s (New York: The Free Press, 1972), pp. 113-140;
Johan Galtung, “A Structural Theory of Imperialism,” Journial of Peace Research (1972): 81-117;
Osvaldo Sunkel, ““I'ransnational Capitalism and National Disintegration in Latin Amerlca,” Social
and Economie Studies (University uf Wost Indies) 22, no, 1 (March 1973); 132~178; and Roberl R.

Kaufman et al., “A Preliminary Test of the Theory of Depenidency,” Comparative Politics (Aprii
1975). ’
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Foundation, and the Stanford University Center for Rescarch in International

Studies. Nye is also grateful to Carleton University in Ottawa and to the Royal P r ef ace tO

Institute of International Affairs in London and its stall. We are both graielul to oo ®

the Hairvard Center for International Alairs and its two directors, Robert R. S d E d t

Bowie and Raymond Vernon, tireless and enormmisly supportive crities, with- econ l lon
i otit whose help it is hard to imagine Uhis book. 1t is also hard to imagine this
! book without the comments we received [rom so miny critics and friends (the
two categories are not mutually exclusivel). We particularly wish to thank
Graham Allison, Jonathan Aronson, Robert Art, Francis Bator, Dan Caldwell,
Stephen Cohen, Jorge: Domingiiez, Linda Cahn, Dan Fine, Alexander George,
Robert Gilpin, Crauford Goodwin, Ernst laas, Roger 1lansen, Jefl Hart,
Barbara Haskell, Fred Hirsch, Stanley Holfmann, Cavan Hogue, Ann Hollick,
Ray Hopkins, Peter Jacobsohn, Robert Jetvis, John Q. Johnson, Poler Katzen-
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& stein, James Keeley, Janet Kelly, Peter Keneii, Nannerl Keohane, Charles :
Vi Kindleberger, Stophen Krasrer, James Kurth, David Laitin, Petor Lange, y

Charles Lipson, Peytoh Lyon, Rachel MeCulloch, Michacl Mandelbaum, Ed-

& ward Miles, Theodore Morai, John Odell, Van Doorn Ooms, Rob Paarlberg, m— e
&5 : N ' Wynne Plumptre, Richard Roseerance, John Ruggic, Robert Russell, Philippe

- \ , Schmitter, Ian Smart, Louis Solin, Susan Strange, Harrison Wagner, and Dan .
] N " Yergin. Ava Feiner, Robert Pastor, Dcbra Miller, Alison Young, Kenneth Oye,
W T and Constance Smith greatly helped our research on the case studies. Numer- " Theorists of international relations suffer from being too close to the events 5
- i , bus officials of the American, Australian, and Canadian governments gave ; they discuss. When we wrole Power and Interdependence in the mid-1970s,
&) ./ generously of their ime in interviews. Emily Iallin supervised the reproduc: ! dramalic changes were taking place in world politics. By the beginning of the
) & '// tion and transmission of innumerable dafts at the Stanford end of this trans- tecade the Vietnam War rad become highly unpopular in the United States,

. /;/- - continental relationship. Beverly Davenport, Ainy Gazin, and Amy Contrada and detente seemed to have reduced the importance of the U.S.~Soviet nuclear
£ i i ably managed the typing of the manuscript and administrative chores at Har- competition. At the same time, international trade was growing more rapidly

5 e vard, The contributions of Nannerl Keohane and Molly Nye would tequire than world product; lrzummlion.ll corporations were playing dramalic political

. ( i another book, not a mere preface, to recount. , roles; and from 1971 on the international monetary system was in flux, Mean-

& ' No author is an island. We gladly toll our bell of thanks. ; while, the relative economic predominance of the United States was declining
) \ : as the European and Japanese economies grew at more rapid rates. President

Nixon and Sceretary of State Kissinger spoke of the development of a five-

P
&3 power world, and [ulurologists such as Herman Kahn predicted the imminent
& arrival of a multipolar international system.!

o ‘ On top of this came the oil erisis of 1973, in which some very weak states
"2:;:: cxtracted enormous resources from the strong. Hans Morgenthau wrote of

what he called an unprecedented divorce between military and economic
, power based on-the control of raw materials.2 The vulnerability of Western
societies at a period of high commodity prices encouraged many less developed
countries o believe that a greater transformation of power had occurred than

.
s

' Nerman Kahn and B. Bruce-Briggs, Things to Come (New York: Macmillan, 1972). H

>
2

2 1ans J. Morgenthau, “The New Diplomacy of Muovement,” Encounler.(Augusl 1974): 56. Py

3
¥

s @ Q’,\' A
o v




GEOOBOOECEEE

@

s
5

€& EEe
yd

CEGCeeEE

73

€6

@

|

el

" TR RN SN TN e R e e T e R e e e e L 5t ST et ST L e

X | PREFACE TO SECOND EDITION

was actually the case. Many theorists reflected on these concerns. A represent-
ative view among the modernist writers of the 1970s was that; '

The forces now ascendant appear to be leaning loward a global sociely without a
dominant structure of cooperation and conflict—n polyarchy in which nation-states,
subnational groups, and transiational special interests and communitios would all be
vying for the suppoit and loyalty of indivicuals, and conflicts would have to be resolved
primarily on the basis of ad hoe bargaining in a shifting contoxt of power relationships.?

By the late 1970s the mood began to change, both fn the United States and in
the United Nations. The United States Governmont became more concerned
about Soviet policy, and less sensitive to the policics and complaints of gov-
ernments of less developed countries. The experionce of the Carter administra-
tion illustrates this point. While campaigning in 1976, Jimmy Carter promised
to reduce the defense budget, but by 1980 he was closer to Ronald Reagan's
position than to his own previous view. Reagan’s election accentuated these
trends. American policy focused on East-West confrontation and scaled down
North-South issiies and the role of multilateral institutions. The defense budget
increased 1in real terms for five straight years, and the United States was more
willing to use military force (albeit against extremely weak states such as Gre-
nada and Libya). Arms control was downgraded and the modernization of

_nuclear forces was intended to restore an “edge” for additional utility of mili-

/ tary force. This shifting agenda was accompanied by a resurgence of realist

#

// .

oo

- analysis, for history seemed to have vindicated the-realist model.
Just as some analysts in the 1970s overstated the obsolecence of the nation
state, the decline of force, and the irrelevance of security concerns, others in
v the early 1980s unduly neglected the role of transiational actors and economic
\Interdependence. Contrary to the tone of much political rhetoric and some
\political analysis, howevet, the 1980s did not represent a return to the world of
the 1950s. just as thie decline of Ametican powet was oxaggerated in the 1970s,
so Was the restoration of American power exaggerated in tho 1980s. Looking
carefully at military and economic indices of power resources, one notes that
there'was far more change in psychology and mood than in true indicators of
power resources. The diffusion of power continued as measured by shares in
world trade or world product. Economic interdependence as measured by
vulnerability to supply shocks eased in a period of slack commodity markets
(but it could change if markets tighten again and growth of economic transac-
tions continues). Sensitivity to exchange-rate fluctuations remained high. The
costs of the great powers’ use of force remained higher than in the 1950s,
Moreover, despite rhetoric, the relations belween the superpowers did not
show a return to the Cold War period. Not only were alliances looser, but

3 Seyom Brown, New Forces In World Politics (Washington: Brookings Institulion, 1974), p. 186.

EAct e T e T e T L
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transactions were higher and the relations between the superpowers reflected
a [uir degree of learning in the nuclear area.® In our view, thercfore, the analy-
sis that we'put forward in Power and Interdependence has not been rendered
irrelevant by cvents. The reai questions are not about obsolescence, but about
analytical cogency.

Inasense, the 1970s and 1080s were merely the latest instance of a recurring
dialectic between the two main strands in what has been called the “classical
tradition” of international-relations theory. Realism has been the dominant
strand.® The second strand is the “liberal” or “Grotian tradition,” which tends
to stress the impact of domestic and international society, interdependence,
and international institutions. In their simplest forms, liberal theories have
been easily discredited, The proposition that gains from commercial transac-
tions would overcome the problems Inherent in the security dilemma and make
war too expensive was belied in 1914. Hopes that a system of international law
and organization could provide collective security to replace the need for self-
help irherent in the security dilemma were disappointed by 1939. Nonethe-
less, the sharp opposition between realist and liberal theories is overstated. In
fact, the two approaches can be complementary, Sophisticated versions of lib-
eral theory address the way interactions among states and the development of
International norms can interact with the domestic politics of the states in an
International system to transform how those states define their interests,
Transnational as well as interstate interactions and norms lead to new defini-
tions of interests as well as new coalition possibilities for different interests
within states.

Power and Interdepesdence sought to explain the patterns of change that
weé observed during the early to mid-19705 by fntegrating aspects of the realist

\s_md liberal tr'lf.gitions.;l‘hus our core argument in Chapter 1, that asymmetrical
interdependence can be a source of power, links the liberal stress on in-

terdependence with the realisi focus on power. Yetas we noted in our Preface
to the first edition, we were taught as students to see the world through *real-
ist"” glasses, and our book reflected our struggle to see a more complex vision.
Thus, realism bore the brunt of our critique, and our quarrels with aspects of
liberalism were subdued. As a result of our rhetorical barbs at realism, our
approach is sometimes labeled simply as “liberal.” Yet this characterization of
Power and Interdependence is highly misleading, since we stressed the impor-
tance of governments’ wielding ‘of power in pursuit of their conceptions of
self-interest, and we declared in Chapter 1 that “military power dominates

* Joseph 8. Nye, Jr., “Nuclear Learning and U.S.~Soviel Sccurity Regiines,” International Organi-
zation (Summer 1987), ' '

* K. J. Holsti, The Dividing Discipline: Heg y and Diversity in International Theory (Boston:
Allen & Unwin, 1985). :
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economic power in the sense that economic means alone are likely to be incf-
fective against the serious use of military force” (p. 16).

We have quite a bit to say, after more than a decade, both about how com-
mehtators construed or misconstried our work, and about our ownr shifts in
perspective. We tould have changed the text of our hook, but this would not
hitve enabled iis to respond to our critics, and it would have concealed our own
amenidments, shifts in point of view, and second thoughts, We cotild have
written d long Preface—irideed, we drafted one—but our astute editor pointed
oul that this would encumber the redder unacquainled with our book with
commientary before he or she liad read the original text. In this edition we have
therefore left the origindl text as it was written and hive added only a brief hew
Prefice. We have, however, added an Afterword, which provides a fuller
discdsstoii of how we see our work, as contrasted with the perspective of
ecorimentdtors.® ,

In Chapter 8 of Power and Interdependence we drew some implications |

from our analysis for policy. I our view, many of our judgments remain

..” viilid—for iiistdrice, we argued that reducing the Uniléd States’ vulnerabilily

to exteinal shocks could be pitt of a strategy of policy coordination and interna-
tional leadetship. Buildiiig ari Atericari oil stockpile aid taking the lead in the
Interationdl Eiiergy Agehcy hiave ihdeed been the two key components of the
“sticeessful international ehergy policy which has helped to transform inteina-

o Hbﬁéi energy politics sincé the 1970s. Fiirthetiiore, they have been, as we

\

\
\

\ 'sﬁ'ggqsied, compleinentary, rather than alteriiative, policies. We also argued

for effective tnternational policy coordination on ceological issucs—as lovers of
wild lands we could not ignore this dimension of global politics—but suggested

', that cooperation or stich issues would be difficult. In general, we called for

“ “intettiational suitveillance and collective leadership” (p. 232), which we still N

- “believe to be crucidl if iirgeht world problems are to be addressed.
\ These prescriptions, liowevet valid, were mostly quite general. In 1985 we
sought td make ihore specific iecominendations, tising not only the analysis of
Poiver dnd Interdependence but also thal of subsecicinl work on inlernational
regimes. The artlele that we produced, ““Two Chects for Multilateralism,” is
teprinted from Foreign Policy at the end of this volume, following the
Afterword. ' :

In the eleven years since we compleled Power and Interdependence, our
professional paths have diverged and then converged agdin. Robert O. Keo-
hane has concentidted on interpreting patterns of international cooperation
and discord iti light of socidl sclence theory; Joseph S. Nye has served in gov-
eriiient aiid published works oti nuclear deterrence, ethics and inteinational

¢ Most of the Afterword appedred as an article entitled ' Power and Interdependence Revisited,”
published in International Organization 42, no. 4 (Autumin 1987); 725-753.
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relations, and U.S.-Soviet relations. Since 1985 we have been colleagues at
Harvard Universily, giving us the opportunity to discuss analytical and policy
issues intensively again, both in seminars and in personal conversations. We
have gained enormously from our intellectual companionship and deeply satis-
fying personal friendship, which now extend over twenty years. If our readers
also benefit, we will be doubly pleased.
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INTERDEPENDENCE IN
WORLD POLITICS

Chapter 1

We live in an cra of interdependence, This vague phrase expresses a
poorly understood hut widespread feeling that the very nature of world
politics is changing, The powsr cf nations — that age-old touchstone of
analysts and statesmen — has become more elusive: “caleulations of power
arc even more delicate and deceptive than in previous ages.”* Henry
Kissinger, though deeply rooted in the classical tradition, has stated that
“the traditional agenda of international affairs — the balance among major
powers, the security of nations — no longer defines our perils or our possi-
bilities. . . . Now we arc entering a new cra. Old international patterns
are crumbling; old slogans arc uninstructive; old solutions are unavailing,
The world has become inl(erdupcndcul: in_cconomics, in_communications,
in human aspirations.” 2 T

How profound are the changes? A modernist school sees telecommunica-
tions and jet travel as creating a “global village” and believes that bur-
geoning social and econioinic Wansactions are creating a “world without
borders.” * To greater or lesser extent, n number of scholars sec our era as
one in which the territorial state, which lias been dominant in world poli-
tics for the four centuries since feudal times ended, is being eclipsed by
nonterritorial actors such as multinational corporstions, transnational social
movements, and international orgnnii:iﬁo|is.“Aé'ﬁifé‘é'éaifd?ﬂiféf”ﬁﬁE-'it, “the
state is about through as an cconomic unit.” ¢ o '

Traditionalists call these assertions unfounded “globaloney.” They point
to the continuity in world politics. Military interdependerice has always




\
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existed, and military power is still important in world politics — witness
iiclear deterrence; the Vietnam, Middle East, nnd Indin-Pakistan wars;
and Soviet Influerice In Eastern Europe or Amcrledin influence In the
Cailbbean. Moreover, as the Soviet Unjon has showi, authoritariin states
can, to 4 considerable extent, control tolecommiunications and soctal trans-
actiohs that they consider disruptive. Even poot and weak countries have
been able to intionalize multinational corporations, and the prevalence of
nationdlism casts doubt ofi the propositioti that the nation-state is fadiisg
dway. . . o
Neither the modernists iof-the traditionalists have an adequate frame-
work for understanding the politics.of global iiii'ei'dq'pendcncc.“ Modernists_
poltit cotrectly td_the finiddmental clinnges wow lakiing place, but they
"ofteli assume without suficient analysis that advances in technology and
incteases in social ind conomic transactions will lead to a new world in
‘which states, and their control of force, will no longer be important,? Tra-
ditiotialists aré ddept at showing flaws in the moderiist vision by pointing
mhﬁﬁ-ﬁllifﬁfy'inféfdepéﬁdence contimies, but find it very difficult de-
'nm%ﬁ—w{f]ﬁﬁﬁéf-fﬁduy% “Tnultldhnensional econoinle, socinl, and eco-
Jogitil fiterdopanderics: - . . -
Ot task in this book is not to argue either the modernist ot traditionalist
osition. Becduse our era is marked by both contiiinity and clinge, this

"/ would be Frtitless, Hather, our task is to provide & means of distilling and

15
i

. blending the Wj_s_gl_q_m_j_rj_both positions by dcvclgping a coherent theoteti-
cal ffamework for the_political drialysis of interdopendeiice, We shall
develop several different biit potentially complemeittary miodels, or intel-

%, lectual tools, for grasplng tlie reality of interdependence in contemporary

+ world politics. Equilly important, we shall attempt to explore the condi:

Hons under which each model will be most likely to produce accurate
‘predictions and satisfactory explahations, Contemporary world politics is
iot o sedmless web; it Is d tapestry of divetse relatioiships. In such a
woild, one model cannot explain all sitiiatioiis. The sccret of understanding
lies'iti knowing which approach or combiniation -of approaches to use in
atialyzing a sttuation. There will never be a stibstitute for careful ainalysis
of actual situations. ' , _

Yet theory is inescapable; all empirical of practical analysis rests on it
Pragmatic policymakers might think that they need pay no more heed tc
theoretical disputes over the nature of world politics than they pay to
medieval scholastic disputes over how many angels ca dance on the head
of 4 pin. Acadenilc pens, however, leave indrks in the minds of statesmen
with profound results for policy. Not only are “piactical men who believe
theinselves to be quite exemipt fromi sny intellectual ‘influences” uncon-
scious captives of conceptions created by “some academic scribbler of a
few years back,” but increasingly the scribblers have beeii playing 4 dircc't
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role in forming forcign policy.? Inappropriate images and ill-conceived
pereeptions of world politics can lead directly to inappropriate or even
disastrous national policies,

Rationale wid rationalization, systematic presentation and symbolism
become so -intertwined that it is difficult, even for policymakers thom.

\

selves, to disentanglo reality from rhetoric, Traditionally,.classical _theories.

of world politics have portrayed n potential “state of war” in which states’
behavior was dombiated by the constant dm.lgé'l" of military_conflict, Dur-
fiigy' the Cold War, espectally the Rrst decade after World War 11, this
conception, labeled “political realism” by its proponents, became widely
accepted by students and practitioners of international relations in Europe
and the United States.® Durlng the 19605, many otherwise keen observers
who aceepted realist approaches were slow to perceive the development
of new issues that did not center on military-security concerns.® The sanic
dominant image in the late 1970s or 1980s would be likely to lead to even
more unrcalistic expectations. Yet to exchange it for an equally simple
view — for Instunee, that military fotce is obsolete and economic interde-
pendeice henign — wonild condemin vne to cqually grave, though dilferent,
OrroTs,

What are the major Features of world politics when interdependence
particularly cconomic, l_l_x,mrglel)cndencc, is extensive? ® This is one of th(;
two major questions we address in this book. In Chapter 2 we explore this
question in general terms; in Chapter 5 and part of Chapter 7 we investi-
gate it further in four case studies; and Chapter 8 examines the implica-
tions for American foreign policy. To lay the groundwork " for these
analyses, in the rest of this chapter we define what we mean by interde-
penderce, diffcrentiate its major types, and relate them to the concept of
power, which remains fundamental to the analysis of world politics.

Interdependence affects world politics and the behavior of states; but
governmenal solions sy Tllves palier s o Imor e or OF 2
ing or uceepting procedures, rules, or institutions for certain kinds of
activity, governments regulate and control transnational and interstate rela-

tons, We refei to these governing arrangements ns International Teghines.
.- The second major question of this book is, How and why do interrational

regimes change? Chapter 3 develops a set of explanations for the develop-
ment of international regimes, and their eventual décline. In Chapter 8 we
apply these explanations to issues of nceans and money, and in Chapter 7

we use them to understand some featiwes of Canadian-Amefrican and
Australian-American relationships. '

° In The Troubled Partnership (New York: McGraw-Hill for the Council an Forelgn
Rolations, 1865) Honry A. Kissinger discussed nlliance problems with hardly a reference

to economic issues, although economic ssues were beginning seriously to divide the
NATO allies. ’

e s Tee ke,

nce patterns of interdependence. By creat.
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But interdependence is not simply an analytical concept. It is also a
rhetorical device employed by publicists and statesmen. For the statesman,
eager to increase the number of people warching heneath his banner,
vague words with broad appeal are useful. For the analyst, such vaguencss
is the path to a swamp of confusion. Before we can construct usable con-
cepts, much less increase our understanding of interdependence and regime
change, we must clear a way through the rhetorienl jungle. Our task is to
analyze the politics of interdependence, not to celebrate it

THE NEW RHETORIC OF INTERDEPENDENCE

During the Cold War, “national security” was a slogan American political
leaders used to generate stpport for their policies. The rhetoric of national
security justified’ strategies designed, at considerable cost, to bolster the
economic, military, and political structure of the “free world” Tt also pro-
vided a rationale for international cooperation and support for the United
Nations, as well as justification for allinnces, foreign aid, and extensive

military involvements,

National security became the favorite symbol of the internationalists

who_favored_incrensed Americnn involvement in world affairs, The key
foreign policy coordinating unit in the White House was named the Na-
tional Security Council, The Truman administration used the alleged
Soviet threat to. American security to push the loan to Britain and then

" the Marshall Plan through Congress. The Kenncdy administration em-

ployed the security argument to promote the 1962 Trade Expansion Act.
Presidents invoked national security to control ceitain sectoral economic
interests in Congress, particularly thosc Favoring protectionist trade poli-

Y\ cles. Congressmen who protested adverse economic cilects on their districts

or increased taxes wore assured — and i turn explained to constituerits —
Hmt the “national security interest” required their sacrifice. At the same
time, special interests frequently manipulated the symbalism of national
security for their own purposes, as in the case of petroleum jmport quotas,
promoted particularly by domestic oil producers and their political allies.*®

National security symbolism was largely a product of the Cold War and
the severe threat Americans then felt. Its persuasiveness was increased by
realist analysis, which insisted that national seeurity is the primary na-
tional goal and that in international politics sccurity threats are permanent.
National security symbolism, and the realist mode of analysis that sup-
ported it, not only epitomized a certain way of reacting to events, but
helped to codify a perspective in which some changes, particularly those
_toward radical regimes in Third World countrics, seemed inimical to na-

THE NEW RHETORIC OF INTERDEPENDENCE | 7

tional scl:::unly, \fvhilc fundamental changes in the economic relations
among advanced industrialized countries seemed insignificant,

As the Cold War sense of security threat slackened, foreign_economic

coml.)etition and domestic_distributional conflict increased. The intellectual
ambiguity of “national security” became more &;);;ﬁnlced as varied and
()ft?n contradictory forms of involvement took shelter under a single rhe-
l‘()l‘l'cul umbrglla.'t In his imagery of a world balance of power among five
major centers (the United States, the Soviet Union, China, Lurope, Japan)
President Nixon tried unsuccessfully to extend traditional realist conce ots
to apply to the economic challenge posed by America's postwar allies 1ns
well as the political and military actions of the Soviet Union and China.

A'.s' the deseriptive accuracy of a view of national security dominated by
military concerns declined, so did the term’s symbolic power. This decline
reflected not only the increased ambiguity of the concept, but also Ameri-
can reaction to the Vietnam imbroglio, to the less hostile relationship with
lhl.':'sin and China summed up by the word detente, and to the misuse of
nahf)nal seeurity rhetoric by President Nixon in the Watergate allair.
!\Iuhonnl security had to share its position as the prime symbol in the
internationalists’ lexicon with interdependence.

Political leaders often_use interdependence rhetoric to portray_interde-

b

a natural necessity, as a fact to which policy (and domestic

pendence

_Interest groups) must adjust; rather than as a situation partially created by

policy itself,_They usugily argue that conflicts of interest are reduced by

interdependence, and that cooperation alone holds the answer to world

problems,

“We wre all engaged in a common enterprise. No nation or group of
nations can gain by pushing beyond the limits that sustain world economic
growth. No one benefits froni basing progress on tests of strength.” 32 These
words clearly helong to a statesman intending to limit demands from lfle
Third World and influence public attitudes at home, rather than to analyze
contemporary r s:\li!x._ Tor those who wish the United, States to rctai‘n
world leadership, interdependence has become part of the new rhetoric
to be used against both economic nationalism at homne and assertive chnl:
lenges abroad. Although the connotations of interdependence rhetoric may

. scem quite dilferent from those -of national security symbolism each has

often been used to legitimize American presidential leadership in world
aflairs, :

Yet interdependence rhetoric and national security symbolism coexist
only uneasily, In its extreme formulation, the former suggests that conflicts
of interest arc passé, whereas the latter afgues that they are, and will rc‘-
_main, fundamental, and _'pgteﬁii—zm?w ()‘l};ni{.‘,—"l.'l';é—a)—r;'fl'l—éi(')ﬁ’ in knowing
what analytical models to apply ™t World politics (as we noted eatlier) ii"
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guish bet,ween two dimenslons, sensitivity and vulnerability, Sensitivity in-
volves degrees of responsiveriess withiii n Jiolicy [rmncwork — how quickly
do changes in one country bring costly clianges in dnother, and how great
are the costly effectsP It is mensired not merely by the volume o.f flows
across borders but also by the costly effects of changes in transactions on
the socleties or_governments. Sensitivity interdependence is created by
interactions within a_framework of policies. Sensitivity assumes that the

“framework remains unchnng&]. The fact that a sct of policies remains

constant may reflect the difficulty in formulating new policies within a
short time, or it may reflect a commitment to a certain pattern of domestic
' rnational rules. g
anixiln:mmple of sensitivity dependence is the way the' Un.ited States,
Japan, and Western Europe were affected by increased oil prices in 1971
and again in 1973-74 and 1975, In the absence of new policies, which
could take many yeais or decades to implement, the sensitivity of these
economies was a function of the greater costs of foreign oil and the pro-
portion of petroleum they imported. The United States was.less sensitive
than Japan to petroleum price rises, because a smaller proportlm:l of ilts
petroleum requirements was accotinted for by imports, but as rapid price
increases and long lines at gasoline stations showed, the United States
was indeed sengitive to the outside change. Another example of sensitivity

" interdependence is provided by the international monetary situation prior

to August 15, 1971, Given the constrnints ori policy created by the rules
of the International Monetary Fund (IMF), European govcmnpnts were
sensitive to changes in American monetdry policy, ind the United States
was sensitive to European decisions whethet or not to demand the con-
version of dollars into gold.

Sensitivity interdependence_can be. social or political as well as eco-

trivial but rapid spread of the fad of “streaking” from An.wrlcun to Ellll‘()-
pean soclety in 1974, or, more significant, the way in which the deve Ol:i
ment of radical student movements during the late 1960s was reinforce1
by knowledge of each other’s activities. The rapid gl’OWﬂ.l of transna'tit?n;\
communications has enhanced such sensitivity. Televxsio!), by vividly
presenting starvation in South Asia to Europeans and Americans about to
sit down to their dinners, is almost certain to increase attention t? ﬂtld
concern about the issue in European and American societiés. Sellslt.i\.nty
to such an issue may be reflected in demonstrations or other political

* Sincé we are relerring to the sensitivity of economies and polities to one another, not

merely to price sensitivities or interest rate sensitivities as used b?' economlstj, our

definition builds on, but differs from, that of Richard Cooper, The Economics of
- Interdependence (New York: McGraw-1lill, 1968).

‘effects,” such as the

FOWER AND INTERDEPENDENGE | 13

action, even if no action Is taken to alleviate the distress {and no economic
sensilivity therehy results),

Using the word interdependence, however, to refer only to sensitivity
obscures some of the most important political aspects of mutual depen-
dence.'” We must also consider what the situation would be if the frame-
work of policies could be changed. If more alternatives were available,
and new and very diflerent policies were possible, what would Le the
costs of adjusting to the outside change? In petroleum, for instance, what
matters is not only the proportion of one's needs that is imported, but the
alternatives to imported energy and the costs of pursuing those alterna-
tives. Two countries, eacli importing 35 percent of their petroleum needs,
may seem equally sensitive to price rises; but if one could shift to domes-
tic sources at moderate cost, and the other had no such alternative, the
second state would be more vulnerable than the first, The vulnerability

N ey I R S Y B2 R A S SLRE

dimension of interdependence rests on the relative availability and costli- _

Aess of the alternatives that various actors face,

Under the Bretton Woods monetary regime during the late 1960s, both
the United States and Great Britalh were sensitive to decisions by foreign
speculators or central banks to shift nssets out of dollars or sterling, re-
spectively. But the United States was less vulnerable than Britain because
it had the option (which it exercised in August 1971) of changing the rules
of the system at what it considered tolerable costs, The underlying capa-
bilities of the United States reduced its vulnerability, and therefore made
fts sensitivity less serious politically.

In terms of the costs of dependence, sensitivity means liability to costly |

elfects imposed from outside before policics are altered to try to change

the situation. Vulnerability can be defined as an actor's’ liability to suffer '
costs imposed by external evenis even after policies have been “altered.

Since it is usuatly difficult to change policies quickly, immediate lfocts of
external changes generally reflect_sensitivity. dependence. Vulng

il

dependence can be_measured only by _the costliness .of making_effective _

adjustments to a clianged environment over o period.of time..
Let us illustrate this. distinetion graphically by imagining three countries

~ faced simultancously with an external event that imposes costs on them —

for example, the situation that oil-cunsuming countries face when pro-
ducers raise prices. :

Figure 1.1 indicates the sensitivity of the three countries to costs jm-
posed by such an outside change. Initially, country A has sometwhat
higher sensitivity to the change than B and much higher sensitivity than
C. Over time, furthermore, C's sensitivity ‘falls even 1without any policy
changes. This change might be catised by price rises in country C, which
gradually reduce oil conswmption, and therefore reduce imports, The total
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FIGURE 1.2 Vulnerability of three
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sensitivity of each country over the lime covered by the graph is iepre-
(]
teil by the ared uhder its respective lino. . v
sméti‘:;)lpl(’))s,e :;ve now alter this picture by nssuniing that each (;:oll)mtry ttriisz
i 6 reduce the costs imposed by outs
to change its policies in order to re q by ouwsice
' € 2, lempt might involve deciding to
actions. In our oil cxumpic, this attemp / o hour
igh ¢ F rationi + developing cxpensive internd
the high domestic costs of rationing or d cxponsive Intorme
€ t of these costs and the political willing s r
o o the oot {iictability. The vulnerability of al
{sear theni would be the measure of vulnerubility. nerability of «
intry sucl ii is impased primiirily by that country’s physic
coiintry such as Japaii is impased pr y by : yslonl one
i t i le without drastic costs. For
dowments and is virtually inescapab fo costs, | the
i i hysical vulnerability is not so great,
' countries, such as the United States, physie reat
\  but sociopolitical constraints on policy change may cause VUII;?rab:\lfltzr
For instance, American efforts to formulate a new energy policy
\1973 weie slowed by the lack of domestic consensus on theills.:ue. uy A
In Fi icting inerability, we c¢an see that coun
. In Fipure 1.2, depicting vuinerabi Y, W .
vulnemgﬂity is ,mucg less than its .<ien.s'1t1v1ty.I At pohcty chlz;;,l;:;ﬁ]eatthtilss
inni jod allows that country,
beginning of the second time perio ¢ o
‘ bs i srnal change almost to the vanishing
i ts imposed by external change almo ishi
period & reduce s dimini Inerability would reflect an effective
int. Country A’s diminished vulnerability would re . ive
ggilcy to becg,me dctually or potentially sclf—su[h?xent m1 ge‘tmgmml.og':(ll
it ini -ces of encrgy that cou e deve
instance, it imight possess new sources 0 d be Ce ,
i J le to alter their situations by
the government. B and C are less ab ' _
]:}}:anging policy, thus remaining vulinerable to costs imposed by outside

events. | o
uplificd. Among other things, the costs of the situation

* Qur example is deliberately snhwe o oud by an appropriate discount rate.

at later points would, of course,

‘altering"its policy

POWER AND INTERDEPENDENCE | 15

The sensitivity dependence of the three countries at the time of the first
external event is not, therefore, the same as their vulnerability dependence
at that time. Measures of the immediate effects of changes will not pre-
cisely indicate long-term sensitivities (noté that C's sensitivity declines
naturally over time), but they are likely ‘to be even less accurate in mea-
suring long-term vulnerabilities, which ‘will depend on political will, gov-
crnmeutal ability, and sesource capabilities, In our example, although
country A is more sensitive than country B, it is much less vulnerable.

Vulnerability, is_particularly important for understanding the political

AT AT IR

structure of interdependence relationships. In a sense, it focuses on which
actors are “the 'definers of the ceteris paribus clause,” or can set the rules
of the gnme.# Vulnerability is clearly more relevant than sensitivity, for
example, in analyzing the politics of raw materials such as the supposed
transformation of power after 1073. All too often, a high percentage of
imports of a material is taken as ain index of vulnerability, when by itsclf
it merely suggests that sensitivity may be high, The key question for

determining yulnerability. is. how. elfectively altered policies could bring
_intd being sufficient quantitics_of this, or.a comparable, raw material, and.

at what cost. The fact that the Uilted States imports approximately 85

“percent of its bauxite supply does not Indicate American vulnerability
to actions by bauxite exporters, until we know what it would cost (in time
as well as money) to obtain substitutes.

Vulner:lbi]ity applies to sociopolitical as well as politico-economic rela-
tionships. The vilnerability of societies to transnational radical movements
in the late 1960s depended on their abilities to adjust national policies to
deal with the change and reduce the costs of disruption. When Sweden
criticized American policy in Vietnam, its vulnerability to a possible
American suspension of cultural contacts would have depended on how
it could adjust policy to the new situation. Could exchange professors and
tourists be attracted from elsewherep 19

Let us look again at the effects on the United States of a famine in
South Asia. The vulnerability of an American administration to domestic
protests over its lack of a food aid policy would depend on the ease with

. which it could adjust policy (for instance, by shipping more grain to

India) without incurring other high political or economie costs.
How does this distinction help us understand the relationship between

interdependence and power? Clearly, it indicates that sensitivity interde-

Jendence will be less important than vulnerability interdependence in

. broviding power resources to actors. 1F one actor can reduce its costs by

y, either domestically or internationally, the sensitivity
patterns will not be a good guide to power resources. ) i '

~Consider trade in agricultural products between the United: States and
the Soviet Union from 1972 to 1975, Initially, the American economy was
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weak, specific international regimes often have inportant effects on inter-
dependent relationships that involve a few comntries, or involve many
countries on a specific issue, Since World War 11, for instance, specific
sets of rules and procedures have been developed to guide states and
transnational actors in a wide varicty of areas, including aid Lo less de-
veloped countries, environmental protection, fisheries conservation, inter-
national food policy, international meteorological conrdination, international
monetary policy, regulation of multinational corporations, international
shipping policy, international telccommunications policy, and interna-
tional trade.?! In some cases these regimes have been formal and com-
prehensivé; in others informal and partial, Their effectiveness has varied
from issue-area to issue-area and from time to lime. On a more selective
or regional level, specific groups of countrics such as those in the Euro-
pean Community or the Organization for Economic Cooperation and
Development (OECD) have developed regimes that affect several aspects
of their countries’ relationships with each other.

International regimes may be incorporated inlo interstate agreements
or treaties, as were the international monetary arrangements dcvclnped 1}
Bretton Woods in 1944, or they may evalve from proposed formal arrange-
ments that were never implcmcnlcd, as was the General Agreement on
Tariffs and Trade (GATT), which derived from the International Trade
Organization proposed after World War 11, Or they may be merely im-
plicit, as in the postwar Canadian-American relntionship. They vary not
only in their extensiveness but in the degree of adherence they receive
from major actors, When there arc no agreed norms and procedures or
when the exceptions to the rules are more important than the instances
of adherence, therc is a nonregime situation.”

To understand the international regimes that aflfect patterns of interde-
_pendetite, onic must 1i s we will in Chapter 3, at structure and process

AN, Ga Wi
_in_international systems, as well as at how they affect each other, The

structure of a system refers to the distribution of capabilitics among simi-
lar units. In international political systems the most important units are

states, and the_relevant_capab

power in interstate systems according to the number and importance of
major actors (for instance, as unipolar, bipolar, multipolar, and dispersed)
just as economists describe the structure of market systems as monopolis-

tic, duopolistic, oligopolistic, and competitive.** Structure is therefore
° We are concerned in this hook with the general question of adherence o specilied
basic norms of the regimes wo examine, Regimes can also be categorized in terms of
the degree and type of political integration nmong the states adhering o them, See ).
S. Nye, Peace in Parts (Boston: Little, Brown, 1971), Clapter 2, for discnssion of
measurement of the integrative and institutional dimensions of regimes.

bilitics have been regarded as their power .
_resources.. There is a long tradition of categorizing the distribution of
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distinguished from process, which refers to allocative or bargaining be-
havior within a power structure, To use the analogy of a poker game, al
the process level analysts are interested in how the l')lnycrs play the hands
they have heen dealt. At the structural level they are interested in how
the eards and chips were distributed as the game started.

International regimgs are jntermediate factors between the, power struc-
ture of an inlernational system and the political and c&)nomic_bargaining-
that lakes place within it. The structure of the system (the distribution of

power resources among states) profoundly affects the nature of the regime
(the more or less Toose set of formal and informal norms, rules, and proce-
dures relevant to the system), The regime, in turn, affects and to some
extent governs the political bargaining and daily decision-making that
occurs within the system.

Changes in international regimes are very important. In international
trade, for example, an international regime including nondisceriminatory
Uade practices was laid down by the General Agreement on Tarifs aud
Trade (GATT) in 1947, For alinost three decades, the GATT arrangements
have constituted n relatively ellective international regime. But the last
deeade, particularly since the first United Nations Conference on Trade
and Development in 1964, has been marked by the partly successful efforts
of less developed countries to change this regime. More broadly, by the
mid-1970s, the demands of less developed countries for a New Interna-
tional Leonomic Order involved struggles over what international regimes
should govern teade in raw materials and manufuaclures as well as direcl
foreign investment.

In the two issue areas that we will investigate in Part 11 — money and
vceans — some regime changes have been rapid and dramatic whereas
others have heen gradual, Dramatic chunges took place in international
maonctary policy iv 1914 (suspension of the gold standard); 1931 (aban-
donment of the gold-exchange standard); 1944 (agreement on the “Bretton
Woods System™); and 1971 (abandomment of the convertibility of dol-
lars into gold). Rules governing the uses of the world's oceans changed
more slowly, but with significant tirning points in 1945 and after 1967,
YeCwe have no theory fu the field of international relations that adequately
explains sueh changes. Indeed, most of our theories do not focus on this
question at afl, '

In Chapter 3, we shall look closely at the problem of explaining the
change or persistence in the patterns of norms, rules, and procedures that
govern interdependence in various issues. There we will Tay oul four
madels, or intellectual constructs, designed o explain regime c]umgo and
examine their strengths and weaknesses. The models rest on dill"crcnl
assumplions about the basic conditions of world politics. Since world
politics varies, over time and from place to place, there is no reason to
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believe that a single set of conditions will always ad everywhere apply,
or that any one model is likely to he universally applicable. Thus, hefore
examining the explanatory models, we shall establish the conditions under
which they can be expected to apply. As we indicale in the next chapter,
in periods of rapid change such as the current one, assumptions about the
conditions of world politics can diller dramatieally,

REALISM AND
COMPLEX
INTERDEPENDENCE

Chapter 2

Oue’s assumplions about world politics profoundly affect what one sces
and how one construets theories to explain events, We believe that the
assumptions ol political realists, whose theories dominated the postwar
period, are often an inadediate basis for analyzing the politics of inter-
dependence. The realist asswmptions about world politics can be seen as
defining an extreme set of conditions or ideal type. One could also ima-
gine very different conditions. In this chapter, we shall construct another
ideal type, the opposite of realism, We call it complex interdependence.
After establishing the dillerences Letween realism and complcfﬁf&‘rdc-"
pendence, we shall argue that complex interdependence sometimes comes
closer to reality than does realism. When it does, traditional explanations
of change in internatioual regimes become questionable and the search
for new explanatory models becomes more urgent.

Tor political realists, international politics, like all other politics, is a

struggle for power but, unlike domestic politics; astriggle dominated hy
organized violence, In the words of the most influeritial postwar texthook,
“All history shows that nations active in international politics are continu-
ously prepuaring for, actively involved in, or recovering from organized
violence in the form of war."! Three assumptions are integral to the
realist vision. TFirst, states as coherent units are the dominant actors in
world politics. This is a double assumption: states are predominant; and
they act as coherent wnits. Second, realists assume that force is a usable
and effective instrument of policy. Other instruments may also be em-
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ployed, but using or threatening force is the most ellective means of
wielding power. Third, partly because of their secomd assamption, realists
assume a hierarchy of issues in world politics, headed by questions of
military securily: the “high politics™ of military scenrity dominates the
“low politics” of economic and social aflairs, .

These realist asstnplions define an ideal type of world politics, They
allow us to imagine o world in which polities is continally charneterized
by active or potential conflict among states, with the use of foree possible
at any time. Each state attempts to defend its lerritory and jnterests from
real or perceived threals, Political integration among states is slight and
lasts only as long as it serves the national interests of the most powerful
states. Transnationu] actors gither do not exist or are politically unimpor-,
tant. O;ﬂ)'mf]_ié"ndept exercise of force or the threat of force permits states
to survive, and only while statesmen succeed in adjusting their interests,
as in a well-functioning balance of power, is the systetn stable,

Each of the realist assumplions can he challenged, 1f we challenge the,
all simultaneously, we can imagine a world in which actors other than
states participate directly in world politics, in which a clear hierarchy of
issues doeg not exist, and in which force is an incflective i!mlrumunt of
policy. Under these conditions — which we call the characteristics of com-)!
plex interdependence — one would expect world polities to be very differs l
ent than under realist conditions.

We will explore these differences in the next scction of this chapter.
We do not argue, however, that complex interdependence faithfully re-
flects world political reality. Quite the contrary: hoth it and the realist
portrait are ideal types. Most situations will fall somewhere hetween these
two extremes. Sometimes, realist assumptions will be accurate, or largely
accurate, but frequently complex interdependence will provide a hetter
portrayal of reality. Before one decides what explanatory model to np[.)ly
to a situation or problem, one will need to understand the degree to w.]nch
realist or complex interdependence assumptions correspond to the situa-
tion.

THE CHARACTERISTICS OF
COMPLEX INTERDEPENDENCE

Complex interdependence has three main characteristics:

1. Multiple channels connect societies, including: informal ties between
governmental elites as well as formal forcign office arrangements; informal
ties among nongovernmental elites (face-to-lace and through telecom-
munications); and transnational organizations (such as multinational banks
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or corporations). These chinnels can be summmarized as interstate, trans-
governmental, and  transnational relations. Inferstate relations are the
normal chanoels assnmed hy realists. Transgovernmental applies when we
relax the realist assumption that states act coherently as wnits; transna-
tional applies when we relux the ussumption that states are the only units,

2. The agenda of interstate relationships consists of multiple issues that
e nol arranged inow clear or consislont hieravchy, This absence of
hicrarchy among issues means, among other things, that military security
does not consistently dominate the agenda, Many issues arise from what
used to be considered domestic policy, and the distinetion between domes-
tic and foreign issues becomes blurred. These issues are considered in
several government departments (not just foreign offices), and al soveral
levels, Inadequate policy coordination on these issues involves significant
costs. Dilferent issues generate different conlitions, both within govern-
ments and across them, and involve different (lcgr(-cs of conflict, Politics
does not stop at the waters” edge.

3. Military force is not used by govermments toward other governments
within the region, or on the issues, when complex interdependence pre-
vails. It may, however, he important in these governments’ relations with
governments outside that region, or ou other issues. Military force could,
for instance, be irrelevant to resolving disagreements on economic issues
among members of an alliance, yet at the same time be very important
for that alliance’s political and military relations with a rival bloc. For
the former velationships this condition of complex interdependence would
he met; for the latter, it would not.

Traditional theories of international politics implicitly or explicitly deny
the aceuraey of these three assumplions, Traditionalists are therefore
templed also o deny the velevance of criticisms based on the complex
interdependence ideal type. We believe, however, that our three condi-
tions are fairly well approximated on some global issues of economic and
ccological interdependence and that they come close to chamctcrizing the
entire relationship between some countrics. One of our purposcs here is
to prove that conlention. In subsequent chupters we shall exumine com-
plex interdependence in oceans policy and monetary policy and in the
relationships of the United States to Canada and Australia. In this chapter,
however, we shall try to convinee you lo take these eriticisms of traditional
assumptions scriously.

Multiple Channels

A visit to any major airport is a dramatic way Lo confirm the existence of
multiple channels of contact among advanced industrial countrics; there
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is a voluminous literature to prove it.2 Burcaucrats from diflerent coun-
tries deal directly ‘with one another at mcetings and on the telephone as
well as in writing, Similarly, non_(,ovcmmcnl.\l elites frequently get to-
gether in the normal course of business, in or ganizations such as the Tri-
lateral Commission, and in conferences sponsored by private foundations.

In addition, multinational frms and banks affect both domestic and
interstate relations. The limits on private firms, or the closeness of ties he-
tween government and business, vary considerably from one society lo
another; but the participation of large and dynamic organizations, not
controlled entirely: by governments, has hecome a normai part of foreign
as well as domestic relations.

These actors are important not only heeaise of their activities in pur-
suit of their own interests, but also because they act as transmission belts,
making government policies in various countrics more sensitive to onc
another. As the scope of governments’ domestic activitios has hroadened,
and as corporations, banks, and (to a lesser extent) trade unions have made
decisions that transcend national houndaries, the domestic policies of
different countries: impinge on one another more and more. Transnational
communications refnforco these cffects, Thus, Toreign cconuvmic policies
touch more domestic economic activity than in the past, bhuring the lines
between domestic:and foreign policy and increasing the number of issucs
relevant to foreign policy, Parallel developments in issues of environ-
mental regulation and control over technology reinforce this trend.

Absence of Hierarchy among Issues

Foreign affairs agendas — that is, sets of issues relevant to forcign policy
with which governments are concerned — have become larger and more
diverse. No longer can all issucs be subordinated to military security, As
Sceretary of State Kissinger described the situation in 1975:

progress in dealing with the traditional agenda is no longer enough. A new and
unprecedented kind of issuc has emerged. The problems of energy, resources,
environment, population, the uses of space and the seas now rank with questions
of military sccurity, ideology and territorial rivalry which have traditionally
made up the diplomalic agenda.?

Kissinger's list, which could be expanded, illustrates how governments’
policies, even those previously considered merely domestic, impinge on
one another. The extensive consultative arrangements developed by the
OLCD, as well as the GATT, IMF, and the European Community. indi-
cate how characteristic the overlap of domestic and foreign policy is
among developed. pluralist countries. The organization within nine major
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departments of the United States government (Agriculture, Commerce,
Defense, Health, Education and Welfare, Interior, Justice, Labor, State,
and Treasury) and many other agencies reflects their extensive interna-
tional commitments. The multiple, overlapping issues that result make a
nightmare of governmental organization.

When there are multiple issues on the agenda, many of which threaten
the interests of domestic groups but do not clearly threaten the nation as
a whale, the problems of formulating a coherent and consistent foreign
policy increase. In 1975 energy was a foreign policy problem, but specific
remedics, such as a tax on gasoline and automobiles, involved domestic
legislation opposed by auto workers and companics alike, As one com-
mentator observed, “virtnally every time GCongress has set a national policy
that changed the way people live . . . the action came after a consensus
had developed, bit by hit, over the y("u's that a problcm existed and that
there was one bhest we 1y lo solve it."? Opportunities for delay, for special
protection, for inconsistency and incoherence abound when internationai
polities requires aligning the domestic policies of pluralist democratic
countrics,

Minor Role of Military Force

Political scientists have traditionally cinphasized the role of military force
iu international politics. As we saw in the first chapter, force dominates
other means of power: if there are no constraints on one’s choice of in-
struments (a hypothetical situation that has only been approximated in the
two world wars), the state with superior military force will.prevail. If the
security dilemma for all states were extremely acute, military force, sup-
ported by cconomic and other resources, would clearly be the dominant
source of power. Survival is the primary goal of all states, and in the
worst situnli()ns' [orcc is ullimulely necessary to L,um"mtee survival, Thus

lol l)’llllCll]’ll])' 'unon;_, unlustu.tlucd Pll-..l;’lllﬁt countucs “the perceived
margin of safety has widened: fears of attack in general have declined,
and fears ol attucks by one another are virtually nonexistent. France has
abandoned the tous azimuts (defense in all directions) strategy that Presi-
dent de Gaulle advocated (it was not taken entirely seriously even at the
time). Canada’s Tast war plans for fighting the United States were aban-
doned half a centinry ago. Britain and Germany no Jonger feel threatened
by each other. Intense relationships of mutual influence exist hetween
these countries, but in most of them force 1s irrelevant or unimportant as
an instrument 0( p()ll(,y

Morcover, foree is often not an appropriate way of achicving other
goals (such as cconomic and ccological welfare) that are becoming more

| Unlvarsldado de Draslila l
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important. Tt is not impossible to imagine dvamatic conflict or revolu-
tionary change in which the use or threat of military foree over an eco-
nomic issue or among advanced industrial conutries might beecome plausible.
Then realist assumptions would again be a reliable guide to events.
But in most situations, the elleets of military force are both costly and un-

certain,®
Even when the direct use of force is harved among a gronp of conntrics,

however, military power can still be used politically, Each superpower
continues to use the threat of force o deter attucks by other superpowers
on itself or its allies; its deterrence ability thus serves an indirect, protee-
tive role, which it can use in bargaining on other issues with its allies, This
hargaining tool is particularly important for the United States, whose allies
are concerned about potentinl Sovict threats and which has fewer other
means of influence over its allies than does the Soviet Union over it
Eastern European partners. The United States has, accordingly, taken
advantage of the Europeans’ (particulurly the Cermang’) desire for its
protection and linked the issue of troop levels in Furope to trade and
monetary negotiations, Thus, although the frst-order eflect of deterrent
force is essentially negative —to deny effective offensive power 1o a
superpower opponent—a state can use that force positively — to gain
political influence.

Thus, even for countries se relutions approximate complex interde-
pendence, two serious qualifications remain: (1) drastic social and political
c]mrig'é_é._.gk_l;énlyg{:_.f;omc,ﬂgain_tg hecome an important direct instrument _
of policy; and (2) even when clites’ interests are complementary, a coun-_
try that uses military force fo_protect another may have significant politi-

ountry. :

calinfluence over.the oth

In North-South relations, or velations among Third World countries, us
well as in East-West relations, force is often important, Military power
helps the Soviet Union to dominate Eastern Europe economically as well
as politically. The threat of open or covert American military intervention
has helped to limit revolutionary changes in the Caribbean, especially in
Guatemala in 1954 and in the Dominican Republic in 1965. Secrctary of
State Kissinger, in January 1975, issued a veiled warning o members of
the Organization of Petroleum Exporting Countries (OPEG) that the
United States might use force against them “where there is some actual
strangulation of the industrialized woyld,” 7

Even in these rather conflictual situations, however, the recourse to
force seems less likely now than at most times during the century beflore
1945. The destructiveness of nuclear weapons makes any attack against a
nuclear power dangerous, Nuclear weapons are mostly used as a deter-
rent, Threats of nuclear action against mnch weaker conntries may oc-
casionally be efficacious, but they are equally or more likely to solidify

THE POLIFICAL PROCESSES OF COMPLEX INTERDEFENDENCE I 29

relations hetween one's adversaries, 'The limited uscfulness of conventional
foree to control socinlly mobhilized populations has been shown by the
United States failure in Vietnam as well as by the rapid decline of colo-
nialism in Africa. Furthermore, employing force on one issue against an
independent state with which one has a variety of relationships is likely
to rupture mutually profitable relations on other issues. In other words,
the use of force often hag costly effects on nonsecurity goals. And finally,
in Western democracies, popular apposition to prolonged military conflicts
is very high.8

It is clear that these constraints bear unequally on various countries, or
on the same countries in different situations. Risks of nuclear escalation
allect everyone, but domestie opinion is far less constri\ining for commu-
nist states, or for anthoritarian regional powers, than for the United Statcs,
Enmpc, or Japan. FEven authoritarian countries may be reluctant to use
force to obtain cconomic objectives when such use might be ineffective
and disrupt other rvlntiunships. Both the difficulty of controlling socially |
mobilized populations with foreign troops and the changing technology |
of weaponry may actually enhance the ability of certain countries, or
nonstate groups, to use terrorism as o political weapon without effective
Tewr of reprisal,

The fact that the changing role of force has uneven effects does nat.
make the change less important, but'it_does_make matters moxecomplcx
ﬂli.\'m(f(‘)m]i]ﬂiﬁlj' is (,‘()l]lp()l.ll)(l(.‘(l'l))’ differences in the usability of force
among issue areas, When an issuc arouses little interest or passion, force

may he unthinkable, Ty such instances, complex intcrdgl)_glldcllcc_,lnay_lm_L
!i_l.‘]_l_l&}l_)!f';f(“)_l_l'(?(ﬂ)l' for analyzing_the politi 1 pro -.—‘:'But if that issue be-
comes w matter of life and death — ng people thought oil might be-
come — the nse or threat of force could become decisive agnin. Realist
assumplions wonld then be more relevant.

It ds thus fmportant o determine the applicability of realism or of
complex interdependence to each situation, Without this determination,
further analysis is likely to be confused. Our purpose in developing an
alternative to the realist description of world politics is to encourage
dillerentiated approach that distinguishes among dimensions and areas of
world politics — not (as some modernist ohservers do} to replace one over-
simplification with another.

—

THE POLITICAL PROCESSES OFF
COMPLEX INTERDEPENDENCE

The three main chiracteristics of complex interdependence give rise lo
distinclive political processes, which translate power resources into power



\\)'\ _officials, particul
ra

30 | nEALISM AND COMPLEX INTEWDEFENDENCE

as control of outcomes. As we argued carlier, something is usually lost or
added in the translation, Under conditions of complex interdependence
the translation will be diflerent than under vealist conditions, and our
predictions about outcomes will nced to be adjusted nccordingly.

In the realist world, military sccurity will he the dominant gonal of
states. It will even aflect issues that are not diveetly involved with military
power or territorial defense, Nonmiilitury problems will not only he sub-
ordinated to military ones; they will be studied for their politico-military
implications. Balance of payments issues, for instance, will be considered
at least as much in the light of their implications for world power gen-
crally as for their purely financial ramifications. McGeorge Bundy con-
formed to realist expectations when he argned in 1984 that devaluation
of the dollar should be seriously considered if necessary to fight the war
in Vietnam.® To some extent, so did former Treasury Secretary Hemry
Fowler when he contended in 1971 that the United Stales needed a trade
surplus of $4 billion to $6 billion in order to lead in Western defense.

In_a world of complex interdependence, however, one expects some

suec, Tu the absence of a clear hierarchy of issves, goals
\Gllw;ry by ssigg&,_.mul”nmy not be closely related. Bach hureancracy will
‘iiiii'ﬁli_i_a_'_l'_'t'i_@)ylﬁggﬂ_ce_ylls;,and although several agencies may reach com-
promises on issues that affect them all, they will find that a consistent pa;l'-
tern of policy is difficult to maintain. Morcover, transnational actors will
introduce differerit goals into various groups of issucs.

Linkage Strategics

Goals will therefore vary by issue area under comiplex interdependence,
but so will the distribution of power and the typical political procosses.
Traditional analysis focuses on the international system, and leads us to
anticipate similar political processes on a varicty of issues. Militarily and
economically strong states will dominate a varicty of organizations and a
variety of issues, by linking their own policies on some issucs to other

states’ policies on other issues. By using their overall dominance to prevnil;l
on their weak issues, the strongest states will, in the traditional mndcl,\!‘
ensure a congruence between the overall strmictwre of military and ©Co-,

nomic power and the pattern of outcomes on any one issue area, Thus

world politics can be treated as a seamless web.

Under_complex interdependence, such congrucnce is iess likely to oceur..

As military force is deva_g_e_d,__mi]iﬁari]y strong states will find it more
difficult ¥o-usetheir overall dominance to control outéomes on issucs in.

ygll_i_(_:h._t_lle_imﬁfé—ﬁea]{f}ind since the distribution of power resources in
trade, shipping, or oil, for example, may he quite different, patterns of

arly at lower levels, to emphasize the vnh‘nty of state goals
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outcomes and distinetive political processes are likely to vary [rom one
sel of issues (o another, I Torce were readily applieable, and military
seenrity were the highest foreign policy goul, these variations in the issuc
structures of power would nol matter very much. The linkages drawn
frome them to wilitary issues would ensure consistent dominance by the
overall strongest states. But when military foree i largely immobilized,
strong states will find that linkage is less ellective. They may still attempt
such links, but in the absence of a hierarchy of issues, their success will
be problematic,

Dominant states may try to secure much the same result by using overall
cconomic power to allect results on other issues. 1f only economic objec-
lives are at stake, they may succeed: money, after all, is fungible. But
ceonomic objectives have politieal implications, and economic linkage by
the strong is limited hy domestic, transnational,” i d“transgovernmigiital
actors who resist having their interests traded oll. Tiirthermore, the inter-
national actors may be different on different issues, and the international
organizations in which negotiations take place are often quile separate.
Thus it is difficult, for example, to imagine a militarily or economically
strong state linking concessions on- monetary poliey to reciprocal conces-
sions in oceans policy, On the other land, puor weak states are not simi-
larly inhibited from Jinking unrelated issues, partly because their domeslic
interests are less complex, Linkage of unrclaled issues is often a means of
extracting concessions or side payments rom rich and powerlul states.
And wnlike powerful states whose fustrument for linkage (military force)
is often too costly to use, the linkage instrument used by poor, weak states
— inlernational organization — is available and inexpensive,

Thus as.the utility of force declines, and as issues hecome more cqual in
imporlance, the distribution of power within cach issue will hegome' more
important..If Tinkages become Tess i "the " wholg, ouléomes
political bhargaining will inereasingly vary by issue arca.

The_ diflerentiation among issue areas in complex interdependence
{l-_f-]_!x.I.ikilg(}(“:ll.l‘l_(_).!-ig:"i."."é‘ll'cs will hecome more problematic_and will

than reinforce _international hierarchy. . Linkage

nd t_reduce rathe
sbrategies, and defense against them, will pose critical straiegic choices for
stales. Should issues be considered separately or as a package? If tinkages
are (o be deawn, which issues shonld he linked, and on which of the
linked issues should concessions he made? How far can one push a linkage
belore it hecomes counterproductive? For instance, should one seck formal
agreements or informal, hut less politically sensitive, undcrstumlings? The
lact that world polities imder complex interdependence is not a scamless
web leads us to expect that ellorts to stitch seams together advnnlugcousl)-',
as reflected in linkage strategies, will, very often, determine the shape of
the Tabric.
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The negligible role of force leads us to expeet stales o rely more on
other instruments in order to wicld power, For the reasons we have al-
ready discussed, less vulnerable states will lry to use asynmunetrical inter-
dependence in particular groups of issues as u sonree of power; they will |
Q.try, to_use :__ﬁ nal, organizations and transnational actors and |
ws. States will approach economie interdependence in teems of power as
well as its elleets on eitizens’ wellare, although wellare considerations will
limit their altempls to maximize power. Most cconomie and eeologieal A
interdependence involves the possibility of joint gins, or joint losscs.*
Mutual awareness of potential gains and losses and the danger of worsening
cach actor’s position throngh overly vigorons stenggles over the distribn-
tion of the gains can limit the use of asynunetrical interdependence,

Agenda Setting

Our second assumption of complex_interdependence, the lack of clear.
hierarchy among multiple issucs, leads us to expect that the politics...of
agendi_formation_and _control will become more important. Traditional .
‘annlyses lead statesmen to focus on politico-military issuos and to pay.
ittle ntte o_the hroader politics of agenda lormation, Statesmen as-
sume that the agenda will he set by shifts in the badanee of power, nctual
or anticipated, and by perceived threats to the security of states, Other
issues will only be very important when they scem to allect security and
military power, In these cases, agendas will he influenced strongly by
considerations of the overall balance of power,

Yet, today, some nonmilitary issues are emphasized in interstate rela-
tions at one time, whereas others of scemingly equal importance are ne-
glected or quietly handled at a technical level. Tnternational monctary
politics, problems of commaodity terms of trade, oil, food, and multina-
tional corporations have all been important during the last decade; but
not all have heen high on interstate agendas throughout that period.

Traditional analysts of international politics have paid little attention
to agenda formation: to how issues come to receive sustained attention
by high officials. The traditional orientation toward military and seeurity
affairs implies that the crucial problems of foreign policy are imposed on
states by the actions or threats of other states. These are high politics as
opposed to the low politics of cconomic aflairs. Yet, as the complexity of
actors and issues in world politics increases, the utility of force declines
and the line between domestic policy and {oreign policy becomes blurred:
as the conditions of complex interdependence are more closely approxi-
mated, the politics of agenda formation hecomes more subtle and differ-
entiated.

Under complex interdependence we e expect the agenda to be
alfected_by. the-international and domestic_problems crealed by economic

_dissatisfied governments pre
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growth and_increasing sensitivity ...i,'.‘_l.(z‘l.?(,]..Qllc,lldC!lce_~U1iit_\1tLSlﬁsmib.(:.d in
_l'!lf__h_l:ﬁi_(t_l_!ﬂll!_{!l': Discontented domestic groups will politicize issues and
|v()r(:(-. more issues once cousidered domestic onto the interstate agenda,
Shifts in the distribution of power resources within sets of issucs will also
allect ngendas, Daring the early 19705 the incrensed power of oil-produc-
ing governments over the transnational corporations and the consumer
countries dramatically altered the policy agenda, Moreover, agendas for
one group of issues may change as o result of linkages from other groups
in which power resonrces are changing: for example, the broader ngenda
of North-South trade issies changed after the OPEC price rises and the
oil embargo of 197374, Tven if capabilitics amony states do not change,
ngendas may he allected by shifts in the importance of transnational
actors. The publicity surronnding multinational corporations in the early
1970s, coupled with their rapid growth over the past twenty years, put
the regulation of such corparations higher on hoth the United Nn'ti(ms
agenda and national agendas.
Doliticization — agritation and controversy gver an issue th

it to_the top of the agenda —g@alﬁ_ﬁﬁﬁ;:még,al_\_v_

Governments whose strength s iner

end to raise
have sce
ment IS Increqs s, by linking
them to other issues. An_international regime _that is becoming inellective
or is not serving ilnpnl‘lnnlgisstlps_mumgig_ﬂw' sing_poli i o0
dissatishied  governme ess_ for gellxtulgg. l’olil'icizmio—u, however,
also"eome Trom below. Domestic groups ity become upsct enough to
raise a dormant issue, or to interfere with interstate bargaining at high
levels. In 1974 the American seerelary of state’s tacit linkage of a Soviet-
American trade pact with progress in detente was upset by the success of
domestic American groups working through Congress to link a trade agree-
ment with Soviet policies on gx,nigr;'llion. .

The technical characteristics and ivstitutional setling in which issues
are raised will strongly affect politicization patterns, In the United
Stales, congressional allention is an effective instrument of p()lilicizuliun.
Generally, we expect transnational economic organizations and transgovern-
mental networks of burcanerats o seck o avoid politicization, Domes-
tically based gronps (such as trade unions) and domestically oriented
bureaueracies will tend to use politicization (particularly congressional
attention) against their transnationally mobile compelitors, At the interna-
tional level, we expect states and actors to “shop among forums” and
struggle to get issues raised in international organizalions that will maxi-
mize their advantage by broadening or narrowing the agenda,

Transnational and Transgovernmental Relations

Our _third condition of complex interdependence

contact_among socictics, luther blurs the distinetion hetween domestic

. multiple channels of
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_and_intetnational, politics,_ The availability of partuers in politieal coali-
tions is not necessarily limited by national houndaries as traditional analy-
sis assumes, The nearer a situation is to complex inlerdependence, the
more we expect the outeomes of political hargaining to be aflected by
transnational relations. Multinational corporations may he significant hoth
as indepcndcnt actors and as instruments m:mipulnl('(l |>y governments.
The attitudes and policy stands of domestic groups are likely o he
allected by communications, organized or not, between them and heir
\counterparts abroad,

Thus the_gxistence, of multiple chaniels of contact leads us to expect

limits, beyond those vormally found in domestic polities, on’the ability of .
_ statesmen to_caleulade_the manipulation of inlerdependence or follow «

consistent strategy of linkage. Statesmen must consider dillerential as well
as aggregate effects of interdependence strategics and their likely impli-
cations for politicization and agenda countrol. Transactions among socictics
— cconomic and social transactions more than security ones — aflect groups
differently. Opportunities and costs from increased transnational tics may
be greater for certain groups — for instance, American workers in the
textile or shoe industrics — than for others, Some organizations or groups
may interact direclly with actors in other sociclies or with other govern-
ments to increase their benelits from a network of interaction. Some actors
may therefore be less vulnerable as well as less sensilive to changes else-
where in the network than are others, and this will affect palterns of
political action.

The multiple channels of contact found in complex interdependence are

not limited to nongovernmental actors. Contacts hetween governmental”

biireaticracies charged with similar tasks may nol only alter their perspec-
tives but lead to transgovernmental coalitions on particular policy ques-
tions. To improve their chances of success, government agencies attempt
to bring actors from other governments into their own dccision-lnuking
processes as allies. Agencies of powerful states such as the United States
have used such coalitions to penctrate weuker governments in such coun-
tries as Turkey and Chile. They have also been used Lo help agencies of
other governments penctrate the United States burcaucracy.t As we
shall see in Chapter 7, transgovernmental politics frequently characterizos
Canadian-American relations, often to the advantage of Canadian interests.

_The existence of transgovernmental policy networks Jeads to a dilferent
interpretation of one of the standard propositions about international poli-
"tics— that states act in their own nterest. Under complex interdepen-
“dence, this conventional Mwi'sabni"j]i‘éi;s two important questions: which
self-and Which intercst? A government agency may pinsue its own inter-
ests under the guisc of the national interest; and recnrrent inleractions
can change official perceptions of their interests. As a careful study of the

THE POLEITCAL PROCE SES OF COMPYLEX INTERDEIPENDENCE ' on
polities of United States trade policy has documented, concentrating only
on pressures of various interests Tor decisions leads to an overly mechanis
tic view of a continous process and noglccl‘s the ilnportunt role of com-
nunications in slowly changing pereeptions of self-interest,'2

The ambiguity of the national inlerest raises serious problems for the
top political Teaders of governments. As hureancracies contact cach other
directly across national horders (without going through foreign offices)
centralized control hecomes more dificult. There is less assurance that tho?
state will be united when dealing with foreign governments or that its.;
components will interpret national interests similarly when negotiating
wilh foreigners, The stale may prove to be multifaceted, even schizo-
phrenie. National interests will he defined differently on different issues
at diflerent times, and hy diflerent governmental units. States that m'(l
better placed to maintain their coherence (beeause of a centralized political
tradition such as France’s) will be hetter able to manipulate uneven inter-
dependence than fragmented states that at frst glance scem to have more
resources in an issue area.

Role of International Organizations

Finally, the existence of mnltiple channels leads one to predict a diflerent
and significant role for ill.i&!!jgllzlli()'l.lgl. _T;F@Tilm ion v'()rkl.j)olili Real-
ists in the tradition of flans ] Mdrgenthau have poTt;;l;/cd 2 “world in
which states, acting from self-interest, struggle for “power and peace.”
Scewrily issues are dominant; war threatens. In such a world, one may
assume that international institutions will have a minor role, limited by
the e congrucnce of such interests. International organizations are then
clearly peripheral to world politics. But in a world of multiple issues iin-
Jperfeetly linked, in which coalitions are formed transnabionally ain
governmentally, the potential role of international
bargaining is greatly increased. Ti particular; “they help sct the interna-
tonal agenda, and act as catalysts for coalition-formation and as arenas
for political initiatives and linkage by weak states.

Governments nust organize themselves to cope with the flow of busi-
ness generated by international organizations. By defining the salicnt
issues, and deciding which issues can e grouped together, organizations
may hulp to determine governmental priurilics and the nature of inter-
departmental committees and other arrangements within - governments.
The 1972 Stockholm Environment Couference strengthened the position of
environmental agencies in various governments. The 1974 World Food
Conference locused the attention of timportant parts of the United States
government on prevention of food shortages. The Septemher 1975 United
Nations special session on proposals for a New International Economic

snationally and trans-"

lstitutii‘)ii's"iif"lim{ticn] -
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12000 miles away is the same as that ol telephoning someone much
closer. Supertankers and other innovations-in shipping technology have
reduced the costs of transporting goods. And over the same period, gov-
ernments have heen drwn into agreements, consnltations, and institutions
to cope with rapidly expanding lensaclions.

The flist premise of an ceonomic process model ol regime change 18
that technological chunge and fncreases in economie interdependence will |
make existing international regimes ohsolete, They will he inadeguate to
cope with the increased volume of transaclions or new lforms of organi-
zation rcprcsenl‘cd, for instance, by transnational corporations, tstablished
institutions, rules, and procedures will e threatened with ineflecliveness
or collapse.

“The second_premise is that governments will he highly responsive lo
domestic political demands for a rising standard of Tiving, Nationdl eco-

nomic welfare will usually be the dominant politieal goul, and a rising

gross national product will he a eritical political indicator, The third

_premise_of this model is that the great aggregale cconomic henefits pro-
,\/'i”dzd-:lay_iutcrng' nents of capital, goods, and in some cases

Tabor will_give, 8 strong incentives to madify or reconstruet

international_reglmes to_ restore thelr oflectiveness, Governments will
“frgue over the distribution of gains and complain about the loss of
autonomy entailed in rising cconomic interdependence (vulnerability as

well as sensitivity); but they will generally find that, when there are
domestic political demands for greater ceonomic wellare, the wellare cosls
of disrupting international ceonomic relations, or allowing them to become
chaotic, are greater than the autonomy henefits. Reluctantly, they will
permit economic interdependence to grow, and cven more reluctantly,
but inexorably, they will be drawn into cooperating in the construction of
new international regimes by creating integraled policy responses. Thus,
regime change will be a process of gradually adapting to new volumes and
new forms of transnational economic netivity, Governments will vesist the
temptation to disrupt or break regimes, because of the high costs to eco-
nomic growth.

On the basis of an cconomic process model, one should therefore expect
international regimes to be undermined from lime to time by cconmmic
and technological change; but they will not disintegrate entively, at least
not for long. They will quickly be reconstructed to adapt to economic and
technological conditions.

This simple economic process model does not correspond exactly to the
views of any sophisticatcd theorist, although it scems Lo exert a powerful
influence on the views of many people. Projections that in the year 2000 a
handful of multinational corporations will control most of world produc-
tion, and wield greater power than govcrnmcnl's, or assertions that

.one would expect international cconomic interdependence’ sucée
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increases in interde mee make pr i i
" ||f ljs(l'; in inlerde p(!ntl( n(.(' make greater international inl‘cgrulion inevit-
able, refleet veeent trends of vising interdependence. Part of the appeal of

this approach is its grasp of the importance of technological change in ex-

Plaining developments over the last century,

y girs T
Political readity, however, often (li\'vrgus from expectations based sim- !

phy on technologieal and cconomice trends. Quile evidently, governments

continnally sanerifice cconomie efficieney o seeurity, autonomy. and other
calaes in poliey decisions. Furthermore,  this Sil'll'l)lc CC()IN))I;H:(' vrn\\-:l
madel skims over the difliculty of moving from one cequilibrium 's'i{:l'\lim:
to snother and thus does not confront the inevitable political (‘ues‘lions'
about adjushnents, In polities, adjustment is erncial — indeed )()lw(“r has
heen (|ulinf‘&(l by one political scientist as “the ability not to l.m‘wl lo al\d'u.s'.l‘
lo (.‘h:ll‘lg(‘.. T In policymaking adjustiment is critical because the vicw«! «‘;f
powertul interests ahont the costs of change and their distribution ]'u"vcl :
determine the support i policy will command, e

Rapidly xising cconomic interdeper 2 can create fear and inseeurity
among politically importani gl;()up,-s:.-l,'i.\l)or wnions and local C()Il;.n_lnl.llllit;'
leaders may fear that a corporate decision to shilt production abroad 0>1'
trends toward greater imports could cause severe unemplo 'mcntl und
social distress, Tndustries reatencd by imports press for go)vvrnmcntn]
protection. Thus, protectionisim may Increase s economic interdciwndcnce
hecomes more extensive. Protectionism has always been with us, But as
the technology of communication and large-scale corporate orgunimtiml)
have reduced the natara! buliess between markets, many domestic v;'ou %
have turned Lo govenument to estublish political buflers. Even “{.ilenlx.\
country is not threatened by inereased valuerability, the sensitivity of its
interest groups can stimulate it to adopt policies that restrict i!ltCl‘lI'll’iOll'l.I
transactions, . o

le

[ The lcon”icls generated by iucreased interdependence.have contributed
o conlroversy over international regimes ic n erupls ite sud
denly. Yel a s)ilnplv cennomic );_':ld(‘)\:':l!l.’“ll;:s, WI;I}II "’fk".’_“:',“l’l“ ‘l'“‘_lc'_ff_'d'

ly. sin approach is 1ot very efleclivé it ox-
plainiig variations, since its major explanatory variable is a long-term
secular trend (technological change reducing costs of transnational n%l‘ivil :
over great distances, and therelore fucreasing such activity, and lcudin?{
to “greater sensilivity). Why have international regimes. been developed
and |||=1_inluincd at some times, whereas at other times, no regime é‘ml e
snecesslully institnted? Il economic_growth were a su('[‘c' g A

et explanation,
“outgrow” rerime constraimts. wnd new rermes | ' sively to
outgrow. regime constraints, and new regimes, better adapted to the new
situation of interdependence, quickly to 1'(:p|ncc.. them. Increased sensi-
tivity would fead o new issues and new problems; but a l)l'()l)l(:l|;-§(;l\'i;l .
orientation would lead policymakers to new regime solutions, o ¥

‘;’e.t such an ('xphumtinn uhvi()us]y abstracts from interests, which may
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ety

o diverge sharply from group to group, sector lo seclor, or country lo comn-
DA try. It also assumes that international politico-military policy decisions are

separate from cconomic ones. In 1945, international institutional decisions
" created a two-track or multitrack regime in which cconomic and security
L issues were kept fairly separate in day-lo-day political processes.® They

were usually linked only hierarchieally in domestic politics, through ap-
pculs to comunon sccurity guuls as a means of limiling cconomie conflicts,
or potential conflicts with the goals of subnational groups. Yet this separa-
tion and depoliticization of cconomic issues is nol the norm in world poli-
tics. Indeed, it may well have heen an anomaly, dependent on postwar
United States cconomic and military dominance sud allinnee leadership.
. Beeause the extent of interdependence and its eflfects depend Lo a con-
siderable_extent on_high-level political decistons and agreements, tradi-
tional approaches to international politics, which have concentrated_on
these high-level decisions and the overall power structure, should con-
tribute to_ an_adequate cxplanationl . e

OVERALL POWER STRUCTURE EXPLANATION

Eroding Hegemony

There is nothing new about certain kinds of interdependence among states.
Athens and Sparta were interdependent in military security at the time of
Thucydides. The United States and the Soviet Union have been similarly
interdependent throughout the postwar period. Not only are the two conn-
tries sensitive to changes in cach other’s sccurity policies, but they are
also vulnerable to each other’s security decisions. Fxactly this high level
- .of interdependence in one issuc area — military sccurity — coupled with.
_mutual antagonism has been at the heart of traditional analyses of world
politics, Under such circumstances sccurity issues lake precedence over
%ﬂﬁﬁ;_&nd the distribution of military power (with its supporting eco-

N nomic basis) determings the power structure. War is the most important

B i and dramatic source of structural chﬁngc. QOur own era, for instance, still
: ! bears the marks of the outcome of World War IL.
' : In the traditional view, powerful states make the rules, As Thucydides

put it, “the strong do what they can and the weak suller what they must,” ¢
- In bilateral rclations, the traditionalists expect that the stronger of two

.\ _system, the structure (that is, the_distribution of power among the states.
\mjg)m(.l!etermincs tl)g nature ofxts igfgrnuli()mﬂ regimes, And the most im:.
_portant_power resources are military.”

The appeal of the traditional approach based on the overall power

B/\ states will usually prevail when issucs arise hetween them. Within a
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structure lies in its simplicity and parsimonious prediction. Judgments of
E(EIHIIV? power scem casy to make on the basis of military strength, and it
is possible to calenlate a rational course of action in any given situation:

We assume that statesimen think and act in terms of interest defined as power
and the evidence of history bears that assumption out. That assumption [LIIOW;
us lo retrace and anlicipate, as it were, the steps a statesman — past, present, or
Muture — has taken or will take on the political scene. We look over 'his shoul,der
when he wriles his dispatehes; we listen in on his conversation with other states-
men; we read and anticipate his very thoughts.? o

In its more extreme formulations, this realist approach deprecates
domestic politics by suggesting that the national interest must be caleu-
lated in terms of power, relative to other states, and that if it is not, the
result will be eatastrophic. There is little margin for choice. If domestic
politics interferes with diplomacy, disaster will follow. Less drastic ex-
positions of the traditional view allow for the effect of domestic politics
but the principal foens of the theory — and the segment of it that provides’
i}‘s. explanatory power — centers on compelition among states. It is compe-
tition among autonomous actors that provides the basic driving force of
world polities.

The traditional view does not have a thoroughly articulated and agreed-
on thcory of regime chnngc. Its emplmsis on state power and international
strugture — defined fn terms of power. capabilities — does, however, bro.
vide the basis for developing such a theory on realist pre;;isAé'sm: Tﬂ: blasm‘
dynamic is provided by the assertion that as the power of states changes
(that is, as the structure chunges), the rules that comprise international
regimes will change accordingly. This dynamic is at the heart of owr
1)3(;Q9!_9_f‘_ regime change based on the overall power structure. . o

This .ovcmll stiicture approach does not diflerentiate significantly
among issue areas in world politics. On the contrary, it predicts a strong
t?n(lcncy toward congruence of outcomes among issue areas. Since power
hke. money, is considered, fungible, power resources will be shifted b),'
major states to secure equal marginal returns in all areas. When outcomes
on one issue area are markedly different from those on others, we should
expect shifts to make outcomes in the deviant area more consistent with
l'l'lc world structure of military and economic power. It follows from this
view, for instance, that after 1973 the incongruity between power in
.pctr()lcmn politics and power generally in world politics was a source of
m.stnbility. It was to be expected that the United States and other indus-
trialized countries would attempt to reduce the incongruity in their favor
by mutual aid, encouragement of new sources of supply, and even by
threats of military force, Nor was it surprising that oil-exporting states
linked in the Organization of Petroleum Exporting Countries (OPEC):
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would try to resolve the tension in (heir fuvm" I‘))C increasing their ‘stre?\gl‘h
through arms purchases, alliances with other Third .Wm']d countries for a
new international economic order, deals with individual consumer cm.n;i
tries, and ambitious long-term development plans, Bcs:nusc of t!uf mllcm“
power disparities, however, traditional theory would give the OPEC states
uceess.
les’i’ﬁt:: (::xgicstations about which side will prevail may or may nlot ll)e
confirmed, but the realist insight is important: we should cxnmmc‘c' oscly
situations in which the distribution of power Imlwc?n issuc areas is _uni
even. Tensions develop at thesc points of incongruity. Crucm} ,l,)f)h‘ttlc“,
struggles take place to determinc whether changes in the power .?l.l't‘u. lurt,
of one issue area will spread to the system as o whole, or be suppressed.
Even in the absence of war or the overt use of [orce, tmd‘lhonul vnev;'s
stressing the overall power structure can be adapted to explain chanﬁg;ﬂ n
international regimes. If the strong make tl.lc mlcs‘s. then s.hifts %n ‘po. tico-
military power shou]d"_g\.l_f_g:_c"t__gconomic regimes. .'l he oves f\!l.stl_uc,_tugc_;_qt_-,
proach dirécts our_aitention to hegemony aiid leadership. Fconomists

“have argued that stable economic regimes requive leadership — that is,

forego short-term gains in bargaining in order to preserve

:;Ilit]a"llggrilsz -t—oand tII;mt an actor ll; most likely to provide mwhqlcn.dflrsl‘\ig
when it sees itself as a major consumer of the long-term benefits produce
byl:::lirsetfissiﬂd add that such Jeadership in maintaining a reg'imc wo!}l(%
be most likely in a hegemonial system: that is,.wh('m one state is power u]
enough to maintain the essential rules governing l.nl.crstntc re.latmns, .s‘m(
willing to do so. In addition to its role in nmmhusnng a rcglmlc, Sl'l:,\ n
state can abrogate existing rules, prevent the m'loplmn of rules that 11 op-

- poses, or play the dominant role in constructing new rnllcs. In.t.n m%lc(i
monial system, therefore, the preponderant state has hoth positive a

i ati T,

‘nelgr'l\t;v;s]?::eworld, such a condition would imply military p‘rcpondcrmlcc,
but not necessarily frequent use of military force. In the nmetcfent?) (f:cn-
tury, Britain occasionally used its preponderant naval power _to orie rce
trade in South America or to protect freedom of thc: seas from the en‘-
croachment of coastal states, but generally such actions were unucees-
sary. A hegemonial power can change the rules rather than .z\d:llpt lt.;
policies to the existing rules. Britain's position ns'dcfendf:r of €|lec omt .ol
the seas, for example, did not deter her from l'ntcrfcrmg ?V.ll]h neu 1'n
shipping when she was at war, But during peacetime, t!mc Bl:ltlS h govelln;
ment led in regime maintenance by scrupulously enforcing flce'sc;ls n:l e..
against its own domestic interests, which attempted to assert broader

jurisdiction.
Cowﬁlnlugse hcegemoninl power does not seck lo conquer other states, but
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merely to proteet its favored position, other states may benefit as well.
The Pax Britaimica is often celebrated. Charles Kindleberger has argued
that during the last century international economic systems with one
leader have been more stable than other systems, and they have been
associated with greater prosperity.® In the nineteenth century the financial
strength of Great Britain provided the basis for a monetary system that
was centerad principally, -theugh not entirely, on London. From World
War 1 through the 1960s, the economic preponderance of the United
States enabled it to manage monetary relations among noncommunist
countries through the Bretton Woods system. By contrast, as we shall sec
e more detail Tater, the unhappy international monetary experience of
the interwar period oceurred when the United States was unwilling to
exercise strong leadership and Britain was unable to do s0."

Hegemonial powers do not, therefore, always exploit sccondary powers
ceonomically, During the heyday of the sterling standard, industrial pro-
duction in France, sermany, Russin, and the United States inereased from
50 percent to 400 percent faster than in Britain.!® Although the United
States dominated the monctary system of the postwar period, Europe and
Japan grew more vapidly than it did, Even so severe a eritic of American
||(:gcnmny as David Calleo adimits that “it was dificult to argue that the
dollar systein was causing economic harm to its members.” 11

Why then do hegemonial systems and theit corresponding economic
regimes collapsep War or major_shifts in the overall balance of. power_are.
the dramatic causes, But these systetss may also be undermined . by the
very cconomic processes they encowrage. Tronically, the benefits of a
hegemonial system, and the extent 1o which they are shared, may bring
about its collapse. As their cconomic power increases, secondary states
change their assumptions, No longer do they have to accept a one-sided
dependence which, no nmtter how prosperous, adversely affects goevern-
mental autonomy and politieal status. As autonomy and status become
possible, these values are taken from the closet of “desirable hut unrenl-
izable goals.” AL least Tor some leaders and some countries — such as
France in the 1920s and 1960s — prosperily is no longer enough.'?

Thus, as the rul(--umking and rulc-enforcing powers of the hegemonic
state begin to erode, the policies of secondary states are likely to change.
But so are the policies of the hegemonice state, An atmosphere of crisis and
a proliferntion of ad hoc policy measures will seem not only undignified
but unsettling to many. Dissenters will begin to wonder about the costs of
leadership. Further, this Jeadership will less and loss appear lo guarantee
economic and political objectives, as other states become more assertive,
The rencwed emphasis of these secondary governments on stalus and
autonomy adds a Mirther complication, since these values have a zero-sum
connolation that is much Toss pronounced where economic values are in-

g
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volved., More stalus for sccondary states means Jess for the dominant

power; increases in weaker powers” autonomy bring concomitant declines
in the positive influence of the system’s leader. .
Thus the systemic orfentation natural to a hegemonial power — which
identifies its interests with those of the system il manages — is challenged
by a more nationalistic perspective at home and abroad. Bilateralism and
autarky, formerly rejected as inelficient, are once again rcmmrmsml'cd.
Their adherents stress the henelils of economic seanity, or risk aversion.
When power seems Lo ensure that risks are minimal, this argument car-
ries little weight; but when cracks appear in the hegemonial construction,
prudence counsels what efficiency formerly proseribed, ' o
When this point is reached on both sides, the hegemonic c([mh!n'uun
has been broken and a spiral of action and counteraction may set in, As,

the_system_changes, assumptions change; considerations of risk aversion
on one side and greater independence on the other counsel policies with

less international or” less systemic implications. The uncertainty th'us
‘Crca__téa‘liﬁ)'i"bé“dimc‘n]t‘lo stop; a evele of disintegration can readily set in.

From a traditional perspective, this portrait of cconomic processes cirod-
ing overall hegemony has a certain appeal, By adding a few assumplions,
it provides an explanation based on the overall power structure l'!ml‘ ne-
counts for changes in cconomic regimes, despite the absence of major war
or major shifts In the balance of power, Applying this m(.)dcl to the post-
war period, one can argue that internalional economic vegimes that
accompanied the “Imperial Republic” or the ""/\fnuricun LEmpire” are col-
lapsing due to the “decline of American power.” *

Limitations of an Overall Structure Explanation

Carcfully dcfined, the concept of hegemony and analysis of it.?' crosion
by economic processes can help to explain regime change. But this overnll
structurg explanation is more ambiguons i il li{'sl appeirs, and cun
lead to facile descriptions of change. We must specify what resources are
considered effective in establishing hegemonic power, and to what range
of phenomena it is meant to apply.

The simplest and most parsimonious version of the croding hegemony_

thesis would be that international cconomic regimes direetly reflect poli-
“tico-milit: patterns of capability: high politics dominates low p()lili('fsk
“('jiﬂiﬁg'es in“international cconomic relations are expliined by shills in
military power. This simple version explains the broad features ()'[ the
postwar economic order, particularly its basic divisions, Although Sovict or
Chinese purchases and sales can affect world markets, th(-_:sc planned
cconomies are separate cnough that it is more acenrale to think of threc
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distinet economie systems, corresponding to the three major (hut unequal)
sourees of politico-military power.,

Yet the most parsimonious explanation breaks down when one moves
from explaining overall structure to explaining change. The United States'
position in the world cconomy, and its dominance in policymaking, both
within the industrialized areas andt with the Third World, have clearly de-
clined sinee 1944 or 1950, Yet during this period the United States has re-
mained, militarily, the most powerful state in the world; and its military
lead over its major economic partners (Japan, Canada, and Europe) has
been steadily maintained if not increased.

Thus, although the distribution of military power affects the interna-
tional economic order, by itself it provides only a small part of the cxpla-
nation. Three other major factors .must be.added for.an adequate overall
struclure cxplzﬂ).jllion, thus rcducing ils simph’city but increasing its ft
with the facts of postwar change in international economic regimes: (1)
phungci in perceptions of the threat of military aggression; (2). changes in
the refalive economic strength of the United States and its trading and in-
vestment partners; and (3) changes in hierz'frlc'i)iégll_ p_a_tti:_.x_:iis‘_involving
Europe and the Third World,

Concern about a communist military threat helped stimulate Ainericans
to make short-tun economic sncrifices (that is, to exercise leadership) to
dovelop and preserve the lberal postwar economic regimes that con-
tributed to Bwropean and Japanese recovery, Many of the major advances
in international economic relations came during the long period of maxi-
mum Cold War tension between 1947 (the Truman Doctrine) and 1963
(the Test Ban Treaty)., In these years, the International Monetary Fund
(IMF), World Bank (1BRD), General Agreement on Tarifls and Trade
(GATT), and Organization for Economic Cooperation and Development
(OECD) began to function: currency convertibility was achleved and
mijor tariff cuts implemented; and the Common Market was established.
United States seewrily leadership was prized by its allies, and the Ameri-
can perception of high threat from the Soviel Union encouraged United
States policymakers to grant varjous economic concessions to the Euro-
peans and the Japanese. The sharp reductions in perceived threats in
recent years have certainly helped to reduce the Uunited States' ability
subtly to transhate ils’ military lendership of the alliance into economic
leadership without resorling to overt and highly resented linkages. Ameri-
can allies hecame less willing to act as junior partners once they pereeived
the external threat as diminished. At the same time, American willingness
to aceept economic discrimination or unfavorable exchange rates was also
declining,

These changes in perceptions were reinforced by inereases in European
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and Japanese ceconomic capabilities relative to those of the United States.
Iu the early postwar period, Europe was largely sapine, and although it
was able to bargain and resist on some issues, it complied with United
States leadership within an overall economice structure. Later, the tremen-
dous European economic recovery and the confidence it gave, at least on
cconomic issues, provide the primary explanation for the Dillon Round
tariff cuts, currency convertibility and subsequent reduced relinnee on the
dollar, and the construction of the Cormnon Market, The latter steps were
motivated by a desire to hoost the political as well as cconomic strength
of Europe, so that it could better stand on its own against the Soviet
Union (and later, the United States).

This situation created an opportunity for linkage and trading-ofl of
military and economic advantages, which became more tempting to the
United States as its economic preponderance eroded. It is worth noting
that the disruption of the economic order was not eaused by an crosion of
American military power in the 1960s, but by a decline in American con-
cern that such disruption would threaten vital sccurity relationships.

The third factor needed to fit a theory of croding hegemony to the facts
of change Ties not in American relations with other countries, but in the

_relations of Europe to the Third World."! Before 1960, most of Africa,
along with other now independent conntries, remained under colonial
rule. Since then, about fifty countries have become independent, and over
time these former colonies have become more assertive. After the abortive
British-French Suez invasion of 1956 and the withdrawal of most British
forces cast of Suez in the late 1960s, it was obvious that Europe would no
longer play a major role in controlling events outside that continent. The
erosion of European colonial hegemony, not American military power,
added to the complexity of world politics and to the pressure on the
United States as well as the other industrinlized countries for cconomic
regime change.

In short, the theory of eroding hegemony, though a useful part of the
explanation of postwar economic regime change, is not as neat an overall
structure explanation as it first appeared to be. Nor is it a very good basis
for prediction._The apparent inevitability of decline, portrayed by the
exoding_hegemony model (even with thesc qualifications), may to sonié

_extent be an illusion, preciscly because of the inadequacy of its .assump-
tions about domestic politics, interests, and issues, In the leading state,
interests In maintaining systemic leadership and in paying the cost will
persist, particularly among multinational corporations based there, the
financial elite, and governmental burcaucracies charged with maintaining
good relations with allics. In the governments of secondary powers, as
well, no firm consensus is to be expected. Dependency may provide com-
forts for some parties, necessities for others. There may be coalitions across
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nnl.iunu! houndivies for preserving inteenationnl economic regimes. Regime
maintenance may nol require military hegemony, but may rest on vm(vd
interests in several countries, Forelgn policy may respond to pnrtic.ul-u'
interests — which sometimes may favor regime maintenance, ‘

. Hﬁ_zllgggru‘l_l_cnt aboul croding hegemony also suffers from its disincling.
lion to_diferentinte among | ; '3:"Yéf_d(-)"nifmi—;i‘li;;;;(k'ixig power
in one area "does not necessarily Tmply ellective control over other arcas
as well. American dominance las eroded more rapidly on pctro]cun‘n
issues than it did on issues of international monetary policy or trade in
manufactured products. Where the use or threat of force is inellective, it
will be more difficult for a major power, in what would formerly h;vc
!)(‘.(:n ahegemonial position across the board, to influence policy in one
issue area by using resources not specific to that arca, This difficulty was
particularly evident in the petroleum crisis of 1973-74: although lh;‘
United States was much stronger militarily and cconomically than tll(;
Middle Eastern oil producers, it was unable to porsuade them to reducv,
oil prices, ‘

Finally, he_eroding hegemony wrgun complications_in-
troduced, by multiple channels of contac among societics — in tli;mﬁ;rrn
of_nnl ional firms and _other transnational actors, or,_informal, trans-

0V tal contacts among burenucracies, Some of the domestic noliti-
eal veactions against an ()1)(3?!, illl(!l'l'll;‘t-i-(;mt’ polic; tll(:fu?to l]]:?';;t(l‘fypl?rl(:tl:l
the real or perceived elfeets of loreign investments by multinational firms.

In their activities abroad, multinationals are likely to increase the appear-
anee of United States dominance, due to their visibility and their role as
cwrriers of American popular culture, but it is at hest uncertain whether
they really contribute to United States power overseas.' Thus they intro-
duce new ambiguities into the ealeulation of power, and possible disjunc-
tions between the reality of power and its appearance.

igne

ISSUE STRUCTURE

'l:llc clegance of the overall structure model derives from its basis on a
..qlmp]c interpretation of structure as the distribution of power capabilities

in the aggregate, among states. On the basis of these distributions 1£
promises significant predictions about patterns of behavior.!0 Ilowc\,/cf.~ )

one must assume that there'is a i]icrarchy of issues, with military security

at the top, and that force is usable, since otherwise_one_could find very

dillcrent patterns of “politics, and regimes, for diflerent issue areas. The
overall structure explanation assumes that p;v:v;r,hl\c; —;Emlﬂﬂ—nd l
common level: discrepaneics between which states are domi;mnt on bni:
issue and which predominate on others will be eliminated in important
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itabout regime change: the strong stat
Arules. A basic assumption of he

50 I EXPLAINING INTERNATIONAL REGIAE CIIANGE

cases by linkages drawn hy powerful states throngh the use or threat of
force, Insofar as an issue is relevant to militiry seenrity the most powerlul
states, in the aggregate, will be able to control it.

These assumptions can he challenged. After 1973, for instance, it beeame
obvions that power in petrolewm issues was distribnted very dilferently
than in other issue areas of world politics, and the diserepancy has con-
tinued to persist up to this writing, To explain such a situation, one conld
turn Lo an issue structure model in which foree is usable only at high cost,
and military security is not at the top of a clear hierarchy of issucs for
igovernments. From these assumptions the issue structure model infers
"that linkages will not he drawn regularly and ellectively among issue
areas. Power resources, it holds, cannot under these cireumstances casily
be transferred. Power will not he fungible, as in the overall structure
model; military capabilities will not be effeclive in ecconomic issues, and
cconomic capabilities relevant to one area miy not he relevant to another.

Obscrvation of contemporary worla polities lends general plausibility
to this formulation. It is clear that different issue areas often have diflerent
political structures that may be more or less insulated from the overall
distribution of economic and military capabilitios. They differ greatly in
their domestic politics, in their charncteristic patterns of politicization,
and in the interest groups thal are aclive. For instance, small numbers of
bankers, who control huge financial institutions, are very influential on
international monetary issues; whereas influence on trade is much more
broadly shared.’” In oceans politics the paltern is complex, with coastal
fisherinen, distant-water fishermen, scientists, oil and hard minerals com-
panies, and navies all involved. Saudi Arabia, Libya, Tran, and Kuwait
may be very im]_)m'l'ant on pclmlcum issues hut virluully i|l(:(msc'.(pmnt'iul
on questions relating to the international regime Tor the oceans, world
food problems, or GATT rules for trade in manufactured products. Like-
wise a major food producer such as Austealin or an important trading
coumtry such as Sweden may not play a significanl role on petroleum
issucs.

Yet, though issuc structuralism differs in important ways [rom the tradi-
tional overall structure explanations, it has a similar form of argument
5 (in an issue arca) will make_the
ssue structure model, however, is that
aithough states may be tempted to draw linkages among issues, such
linkages will be generally unsuccessful. The premise of issuc structuralism
is that power resources in one issue aren lose some or all of their cffective-
ness when applied to others. Thus, wnlike the overall structure explana-
tion, issue structuralism does not predict congruence  of power across
issues. On the whole, then, analysis of politics will have to be conducted
by issue arca. Within cach issue area one posits that states will pursue
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their relatively coherent sell-interests and that stronger states in the issue

systenc will dominate weaker ones and determine the rules of the game, .

Issue structuralism thus is capabie of generating clear predictions for
particular situations, Yet as o theory, it is less powerful than the overall
structure expliwation heeause the analyst needs more information: he or,
she needs to know not only the overall structure of military, or military
and economic, power:s but how that power is distributed by issuc arca
Although it is less powerlul, issue structuralist theory is more discriminat
ing, since it can distinguish amoug issuc areas that are orugial in analyzing
much of contemporary world politics, particularly the politics of inferna.
lional cconomie relations. The two assumplions of the complex interde-
pendence model that it incorporales thercfore increase the closeness of Gt
of its predictions with some aspects of reality, at only partial sacrifice of
predictive power,

Like the overall structure explanation, an issue structure explanation of
the politics of cconomic regime change in a specific issue system such as
veeans or money, distinguishes belween activity taking place within a
regime and activity designed to influence the development of a new
regime. In the former case, the international regime for the issuc is re-
garded as legitimate by major actors, although minor disagreements may
exist. National policy options are constrained by the regime. Politics tukes
phlwce within the ground rules laid d()v_wn by the regime, unJE(;imf)_'—l:
directed toward small advantages, favorable adjistménts, or exceptions _to
the rulgs. Politics within the General Agreement 6it "Taills and Trade
(GATT) during much of the 19505 and 1960s conformed to this picture.
Participants aceepted GATT rules but altempted 1o secure waivers for
specific interests of their own® Within the Euwropean Economic Com-
munily, the “politics of regional implementation” -exhibits similar charac-
teristics: the legitimacy of the rules is not challcngcd‘ but the members
may scek to hend or delay them.™ Governments attempt to take advau-
tage of asymmelrics in sensilivity, but do not manipulate vulnerabilities
very much — since the regime itself constrains policy change.

Tn rule-making (the second aspeet of political activity in an issue area),
‘W']hlll is g!lzlll(gllg(e(l is not mercly a set of eflects implied by rules_but the
Zules the es. The nature of the regime is questioned by maj'or partici-
pants, and the political struggle focuses on whether, and’in what ways,
the regime will be restructured. Thus the concept of vulnerability inter-
dependence is most appropriate here. ’

Ihis distinetion is important for issue structure explanations hecause
power resources that provide influence in political activity often differ
with the two aspeets of the problem. Where the rules ave taken for
granted, (hcy may create asymmelries in sensitivity intcl'd(’pcndencc. IFor
instinee, as long as traditional international laws requiring prompt and




52 [ EXPLAINING INTERNATIONAL RECIME CHHANGE

adequate 'compensation for the nationalization of Toreign investmenl were
in ellfect, small host countries with weak economies and administrations
tended to be more sensitive Lo the decisions of (oreign investors (and the
home governments) than the investors were Lo their decisions,

When the rules are questioned, or the international regime Is changed
unilaterally, the principles that chiwmeled sensitivity interdependence no
longer confer power benefits on the aetors that had henefited by them. At
this point, politics begins to reflect different power resources, relative vul.
nerability, not sensitivity, or what can he considered as the underlying
power structure in the issue area. On foreign investment issues, for in-
stance, governments guincd power as inhibitions against expropriation
declined, The power resources that aflect rule-making allow their holders
to implement alternatives and to challenge assumptions about the current
use of influence in an iSSlIC.-‘I_.S.'S‘_l_l_(_!_!a'_lil'llC,llll‘llliSll[ allows us to predict that.
when there js great incongruity in an issue arca between the distribution.
of power in_the underlying structire, and its distribution in current use,
there will be pressuves for regime change.

Both aspects of power are important, but for the issue structure model
the underlying power strueture is more hasic, since breaking or creating,
regimes means changing the rules that channel the patters of sensitivity
interdependence. To considerable extent, regime cliange oceurs hecause
of the difference hetween the influence and beuelits under an existing
regime and the expectations of dissatislied states about the elfeets of new
rules, When there is an incongruity hetween the inflinence of a state under
cwrrent use rules, and its underlying sources ol power to change the rules,
issuc structuralism predicts shavp rather than gradnal regime change. For
cxample, in 1971 the incongruaity hetween American sensitivily to declin-
ing monetary reserves (under rules about fixed exchange rales) and its
underlying rule-making power {based on the importance that American
CNP conferred on the dollar) led Lo a sharp break of regie.

Limitations of Structural Explanations

Issuc structuralism is often usclul when the costliness of force or the ab-
sence of a major seeurity concern limits the validity ol explanations hased
on the overall power structure. But to the extent that linkages of issues are
successful, the explanatory value of the issue structire model is redneed,
since political outcomes in particular issue areas will no Jonger be ac-
counted for simply by political resources in those areas. Moreover, in
some situations linkages may come not from stales with great overall
power, but from poor, weak states. In the hargaining over the law of the
sca, for example, much of the finkage has come “from below,” as poor,
waak states find it to their advantage in conference diplomacy. This link-
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age from below is an anomal
explains,

Another problen
focus on the power g of . they ignore domestic and trans-
national politieal nctors, We Trave alrend y shiown how this focus limits the
f)v(-.mll structure: explanation of postwar regime change, That limitation
is not overcome by an issue-specifie formulation of the structural argu-
ment, Some regimes - for example in trade among major industrial coun-
tries — have persisted despite shifts in the undcrlying power structure;

others —aus we shall sce in our study of oceans policy — have changed
despite continuity of power.

y which neither structural model adequately

I_explanations _is_their_exclusive

More generally, lnld(.‘.rsl'unding the changing regimes that govern inter-
national interdependence requires an understunding of both structure and
process. International structural explanations are generally inadequutc
unless coupled with an account of political process, In terms of the dis-
tinction developed in the previous chapter, there is likely to- be : aiscrep-m
ancy hetween the structure of power s resour whether n itary as
astark realist formulation or economie ns in the

‘whether military as in
suc¢ structure approach),

Sand power as contro! over outeomes mnd. measured Dy the pattern of out-
comes

comes, The translation from eapabilities to outcomes depends on the poli-
tical " process, Skill in political hargaining affects the translation. States
with intense preferences and coherent positions will burgain more effec-
tively than stafes constrained by domestic and transnational actors. And
even states with coherent positions may find their bargaining position
weakened by the institutions and procedures that characterize a given
regime, as Figure 3.1 illusteales.

FIGURE 3.1 Structural models of regime change
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i] In the simplest (and least interesting) structural explanations, a shift of

Poverall or issuc-specific apabilities (for example, cansed by a war) leads
directly to regime chiange. In the more sophisticated stractural explana-
tions indicated in the dingram, a regime creates o hargaining process,
which leads to a pattern of outcomes, 11 that pallern is incongruous with
the overall power structure (or in the issne-specific model, the underlying
power structure in the issue wrea) and is intolerable to the strongest states,
there will be a regime change to reduce the incongruity, The structural
approach views the regime and the bargaining process as having no auton-
omy. The validity of that assumption depends on the conditions of world
politics that we examined in the last chapter.

In conclusion, our criticism of the structural explanations does not mean
that we rcject them. On the contrary, their simplicity makes . them Jhe
hest starting point for_analyzing regime change. Our eare in claborating

“the structural models of cconamic regime change — including the tradi-
tional model, whose proponents have often portrayed it as universally
valid but neglected to welate it carclully to cconomic regime change —
.indicnlu._thnmc_lmlicue.,thcy have some explanatory power under cor-
tain explicitly stated conditions, Our purpose is uol 1o demonstrale l]m'
e eSS
.:\Ejiéi;_—(.(ll:‘.f\llly reformulated, it provides only a partial explanation, ‘

AN INTERNATIONAL ORGANIZATION MODEIL,

1{0One way to think of the structure of world politics is in terms of the dis-
itribution of capabilities (overall or within issue arens) among the major
actors of world politics. This is the concept of structure used in the over-
all structure and issue structure models. 16 is also possible, however, lo
define unother kind of structure. One can think of governments as linked
not merely by formal relations hetween foreign offices hat also hy inter-
governmental and transgovernmental tics at many levels — from heads of
government on down. These tics hetween governments may be reinforced
by norms prescribing behavior in particular situations, and in some cases
by formal institutions. We use the term international organization to refer
to these multilevel linkages, norms, and_institutions. International organi-_
zation in this sense is another.type of world political structure.

" In our international organization model, these networks, norms, and
institutions are important independent factors for explaining  regime
change. One may even have international organization in this sense \.vith-
out any sp'eciﬁc formal institutions: one can speak of the international
organization of Canadian-American relations even though, as we shall see
in Chapter 7, formal international institutions play only a minor role in

s of International structural theory but to indicate that, even
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the vefationship. Intermational organization in the broad sense of net-
works, norms, and institutions includes the norms associated with specific
international regimes, but it is a broader category than regime, because it
also includes patterns of clite networks and (f relevant) formal institu-
tions. Thus, the Bretton Wouods international monctary regime prescribed
comnlries’ financinl dealings with one another; but the international or-
ganization of the wonelary issue aren during that period also included
formal organizations such as the International Monetary Fund and net-
works of ties amonyg national treasuries and central banks. And this inter-
national organization of the monetary issue arca existed within a broader
pattern of international organization, including both the formal institu-
tions of the United Nations and informal networks of ties among govern-
menls, particularly among governments of advanced industrial socicties
lmlunging to the OECD,

The international organization model assumes that a set of networks, ;['_
norms, and institutions, once established, will be difficult ejther to eradi- |
cale or drastically to rearrange. Even governments with superjor capa~‘!4
hilities — overall or within the issue area — will find it hard to work their
will when it conflicts with established patterns of hehavior within existing
nelworks and institutions. Under these conditions the predictions of over-
all structure or issue structure theories will he incorrect: regimes will not
become congruent with underlying patterns of state capabilitics, beeause
international organizations as defined above will stand in the way,

Thus, the international organization model will help to account for
failures of the basic structural models of regime change. Regimes are
established and organized in conformity with distributions of capabilities,
but subsequently the relevant networks titutions will them-
selves influence actors’ abilitics to use abilities.. As time pro-

sses, the un(l(-.rlyiﬂg capabilities of states will become increasingly poor

these —czl_pa

gr
predictors of the characteristics of international regimes. Power over out-
comes will be conferred by organizationally dependent capabilities, such
as voling power, ability o form coalitions, and control of elite networks:
that is, by capabilities that are aflected by the norms, networks, and in-
stitutions associated with international organization as we have defined it.
In the United States General Assembly, for instance, one cannot predict
resolutions correctly by asserting that the most powerful states in the
international system (such as the United States and the Soviet Union) will
generally prevail, Instead, one has to examine governments’ abilities to
influence, and benefit by, the one-stalc-one-vote system by which the
formal decisions of the assembly are made.

Thus the international organization model liclps to resolve some of the
puzzles that could arise for someone who believes in the overall structure
or issue structure model. Some regimes may not change as rapidly as
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L underlying power capabilities; for these r(‘.gim(':.»' and others, we wﬂ.l be
. unable to predict patterns of onteomes simply from a knowledge of lh.('
distribution of capabilities among governments, The international urlggm-__
W zation model provides n dynamic of regime change, as well as an”expl unai
N i i : i y * * ¢ °F i " 1 . . 1] . . .
tion,_in certniw_’n instances, of incrtia, As we noted .I"'rm(" i."t“"“lm"" with the specific: organiztional configuration wnder considertion, thus
organization Tn our sense provides the context within which regimes

; " allecting the nature of the regime. As we shall see in the next chapters,
y s . . . H anar g he . N

operate. International organization -~ cither in issues quite "l""lt rom the the rules, norms, and procedures of the United Nations have had such an
- . . A . e ar _— e ol regr ) . R . .

issue aren of a regime, or within that issuc area - may affeet the regime.. . eflect on regime change in the oceans issue area: the organizational con-

. The networks, norms, and institutions of the United Nations, fm] m;tnnc(, text within which decisions were made greatly affected the rules about
. . artierilar e 0 -
-~ ; have affected the international trade regime, particularly since the forma the use of oceans space and resources,

considers only the solid Tines in the diagram, this system could be self-
perpetinting, with considerable stubility, vet not determined cultirely by
underlying patterns of capabilities, The dotted line indicates the major
sowrce of change: other networks, norms, and institutions may interferc

tion of the United Nations Conference on Trade and Development in Although the international organization model includes important fuc-
1964. Similarly, the practices of the United Nations si"Tl,("f" _“‘llc:ft:::‘l ::Lc tors that are ignored or downplayed by the basie structural models, it has
influence of various g""‘_’"“"‘c'_'l"" over C"’“"".“I A‘“';‘"'" oy "l""“"’ ‘; ‘l\(/cllo od some significant limitations of il'.s: own, It is more complicated than the
manding a new international cconomic (’f'd("' Such an ore et (‘(j 't'l " basic structural approaches, requiring more information. It does not pre-
: through the United N““?“S' “;"“]td tb‘"_ l}}(cly m(I‘:irclcli/ﬂl“l":c::::(l::'l(]lﬂii?::: dict how inlim'lmlimml r;-g:';nw.; \villr(:lmngc from a singl](i variable such as
i rade regime, and, more important, to influence the -centere - international structure, Tndeced, its focus on the palitical processes.associ.
| ::t(ilonﬂ]gmon,cmr)’, regime ‘"l‘d perhaps eventually to S“"T“I“tc the (]cv‘cl- ated with_international organtzation_implies_that ngto_r,s’l_]_lstmtczgins,.-zu)du
| opment of an international regine to control direct invastment. The their cleveness in mplementing them, can substantially aflect the evolu-
i general point is clear: international regimes can Il’"' clmn'gcd l?y (e<: sions iternational regimes, Furthermore, it is much loss doterministic
that are themselves alfected by international organization in our SENSe, than the basie structural models, leaving wide Iatitude for choice, decision,
= Figure 3.2 is a diagram of the international ()I'glll.li:l.:‘lu()ll. model. Existing and multiple-level bargaining, )
norms and networks, as well as undcrlyin‘g capabilities, influenco ""g""i' The Tnctors on which the international organization model depends are
' zatlonally dependent capabilities, which in tumn aflect outcomes. If one also more temporary and reversible than those of the basic structural
- models, Tf powerful governments decide to destroy the existing regimes,
w ) and have the determination s well as the ability to do so, the regimes and
FIGURE 32 An international erganization model of regime change their associated organizations will no longer have lives of their own, The
Other (Effect on regime) Com i.ntcrrm‘lliof;zlll org:\'nimtim: model.p(.)shilnl'es that th_el costs of -dcslroying 1
ther utcomes regime will be high when well-integrated elite networks exist on many
S organizations levels among conntrics. Nevertheless, the costs of an adverse regime could
| . become: so great that some states would resolve to destroy it even though
- . that meant disrupling those networks. At this point the basic structural
| Underlying models would become more relevant than the international organization |
| _ capabilitics model, . i
| (issuc or overall) We expect that under realist conditions, as described in Chapter 2, the
. I underlying distribution of power is likely to be dominant (particularly
’ since foree is usable), and the international organization model is not
= v Y e likely to add significantly to explanations of regime change. Under com-
i Existing Organizationally (;:Zf,a.:?";cbx plex interdependence, however, we expect international organizational
i norms and _— chcnd.C"t Y intcrdcpcnpdcncc norms and procedures and their associated political processes to affect pat-
’ networks® capabilitics mode) terns of regime change.
Please remember that the international organization model is only 'l/
“At the beginning, the organization of a regime is alfected by underlying capabilities likely to apply under complex interdependence conditions, and that evci
of states, but not on a continuous basis. then, its predictions could he rendered invalid by the actions of govern-
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q . . , . .
“ments determined to exercise their underlying power Lo change regimes.

The latter point can be related o our discussion in Chapter | ol sensi-
tivity and vulnerability interdependence as power resources. The interna-
tional organization model is based on the assumption that the reginme will
be stable; that is, policy_gl wnges, disrupting it will not be possible. Actors
will manipulate each other’s sensilivily dependence for their own gain;
and they may make marginal policy shifts to improve their vulnerability
positions. But there is a limit to their manipulation of vulnerability inter-

ependence; if they change policy too much, the regime itself will be
challenged and destroyed.

The validity of the madel depends on its assumption that actors will
not destroy the regime by attempling to take advantage of one another’s
vulnerability dependence. If, on the contrary, this occurs, underlying
power resources within issue arcas or overall will once again become most
important,’and structural models will be better guides than the interna-
tional organization model to regime change. The two structural models
therefore dominate the international model in the same way that valner-
ability interdependence dominates sensitivity interdependence as a power
resource. Above a cerlain level of conflict the international organization
model and sensitivity interdependence become Turgely irrelevant,

COMBINING EXPLANATIONS

No single model is likely adequately to explain world politics. Conditions
vary too greatly. You may therefore be tempted o say that everything is
relevant, and indiscriminately combine all of the factors we have dis-
cussed. By doing 50, you would beg the questions, however, of which
factors are most. important and how they should he combined. You must
also abandon hope for simpler explanations, ceven when they are appro-
priate. All problems would be approached at the same level of com-
plexity.

Because of the drawbacks ol a single complex synthesis, it is better to
seek explanation with simple models and add complexity as necessary.
For economic issues, we can begin with the cconomic process model,
1 vhich ignores international political structure entirely and predicts regime
hange on the basis of technological change and growing economic inter-

ependence. If such a model really explains hehavior, we can omit all the
complexities of determining the relevant structure of power,

We believe that this will rarely, if ever, he successful, The next aoalyti-
cal step, therefore, will be to add politics in the simplest possible way by
seeing whether the overall structure model, alone or in conjunction with
the economic process model, can explain regime change. Using the overall

_policy networks will be so high that regin

“disrupting interdependence will e great, and that under high economic !
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structure model, we expect a tendency toward congruence across issucs.
We would expecl, therefore, that actors strong on milit:n‘y-sccurity, high
politics issues wonld create linkages to important economic issucs if they
found themselves in weak positions on the latter. :

11 our avgnments in this and the previons chapter are correct, however,
even this approach will often be insufficient. The next step, therelore,
would be to turn Lo an issue structure approach. Using this model, we
assume that power resourees are quite specific by issue area and linkage
will be slight, Within issue areas, power resources related to vulnerability
will dominate resources relevant to seusitivity within a regime. When the
regrime produces outcomes contrary to what we would expect on the
basis of Tundamental power resonrees, we would expect states powerlul
at the vaherability Tevel to force changes in the regime,

Sometimes even this refinement will not explain regime change, and
one will have to turn to the international organization model and examine
how norms, networks, and institutions benefit some actors rather than
others —in - selting the agenda, in erealing presumptions or patterns of
hehavior that make certain burcaucracies within governments especially
active on partienlar issues, We will also need to ask how international re-
gimes acquive an inertinl force, which allows them to persist after the
condilions that hrought them into being have disappeared.

We shall show in later chapters that each model helps in explaining
regime change or persistence during part of the time for at least one of
our {our cases (ogeans, money, and Canadian-American and Australian-
American relations). In some cases we shall need to combine two or three
models for a {ull explanation, In several cases we shall require a sequence
of models. One model may apply quite well for one period, but poorly for
another, It would not be wise Lo develop a single amalgamated model;
butunder different conditions, diflerent combinalions of the maodels will pro-
vide the best explanations of international regime change and political
ouleomes,

Our ability to combine maodels depends, however, on a clear under-
standing of their differences. Table 3.1 summarizes the assumptions of the

ated into changes in international regimes without y
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TABLE 3.1 SOME KEY ASSUMPTIONS OF Tt FOUR
MODELS OF REGIME CHANGE

Overall Issue International  Lconomic
structure  structure  organization  sewsitivity

Can underlying sources of Yes Yes No -
power be translated at low

cost into changes in inter-

national regimes?

Are the costs of disrupting No No Yes -
policy networks high?

Are the economic costs of (No)* (No) - Yes
disrupting patterns of

economic interdependence

high? '

a, Parentheses indicate an implied answer.

legimes.

We are now ready to consider our ense studics. Before proceeding,
however, we must state two caveats, IFirst, the case studies are not repre-
sentative of all of world politics. We chose them for theoretical reasons
that will be explained in Parts 11 and HI. Second, as we said at the be-
ginning of Chapter 2, none of our models is expected to apply universally.
We anticipate that the closer a situation is to complex interdependence,
the more the issue structure and international organization models will
apply, and the less accurate will be the overall structure model. When
realist conditions pertain, the reverse is expected. The economic process
model needs political specifiention hefore it ean he an aeeurnte guide,

If the overall power structure in world politics determined patterns of
regime change, we would not need to have introduced such a complex
set of models, World politics would be like a single great lake: often
turbulent, but with a uniform level. Changes in the nmount of water flow-
ing into one part of the lake quickly have cllects on the whole hody of
water. We assume, however, that world politics is highly differentiated
rather than homogencous. The appropriate image for our analysis is there-
fore not a single lake, but a river divided by sets of dikes, dams, and
locks, which separate and conncet various levels and “lakes.” We have
developed our models to attain a better understanding of the heights and
strengths of the various types of dikes, dams, and locks in world politics,
and to learn more about their architects, engineers, and lock-keepers, and
the fees they charge.

PART 1

Regime Change
in Oceans
and Money



THE POLITICS OF

OCEANS AND MONEY:
HISTORICAL OVERVIEW

Chapter 4

The Pax Britannica of the nineteenth century is sometimes seen as the
golden age of international order. International economic interdependence
was governed by regimes that were largely established and enforced by
Great Britain, Despite the mythology of laissez-faire, Britain applied
military force when necessary to maintain such norms as free trade and
freedom of the seas. But the regimes were generally acceptable to other
mgzjor powers. Naval power allowed Britain to dominate the world’s
peripherics, though the balance of power in Europe was multipolar, In
the words of an important British memorandum, the regimes she policed
were “closely identified with the primary and vital interests of a majority,
or as many as possible, of the other nations [who were thus] less appre-
hensive of naval supremacy in the hands of a free trade England than they
would be in the face of a predominant protectionist Power.” 1

Two of the key issuc arens in the Pax Britannica were monetary affairs
and oceans space and resources. We have chosen these two for detailed
exploration and comparison in the next three chapters because their con-
tinued importance from the ninetcenth century to the present allows us to
test the applicability of our models of regime change under changing
political and cconomic conditions. We shall Brst describe and then explain
changes in internationa} regimes for the oceans and monetary issues be-
tween World War I and the present. We expect no single explanatory
model or combination of models to be superior for that entire period.
Such dramatic changes have taken place in communications and transpor-
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tation patterns, occan shipping, fishing, and mining activity, and in inter-
national money markets and banking systems, that one wnuld‘vxlw.cl'
equally striking changes in political behavior, Indeed, we began this study
believing that our conditions of complex intcrdcpcndel?cc would be more
closely approximated in the 19605 and 1970s than carlier, and that tradi-
tional models of world politics would therefore hecome less relevant over
time, As we shall see in Chapter 5, to some extent this is the case — but
with important qualifications. . .

Except for the overall structure approach, our models predict major
differences in patterns of politics among issue arcas as well as, over time,
within them. Thus, we chose international monetary and oceans jssucs,
not just for their intrinsic importance, but for their (“"(H:CIIC(:S, which sug-
gested to us that the patterns of change for their respective ruginw..s.woul(l
also be quite different. Both issue areas scemed lo meet the co'ndltmns of
complex interdependence to some extent, yct there were slgml.icx}nt con-
trasts. In both, multiple channels of contact exist hetween socicties, .nnd
transnational actors are prominent. Force, however, pl:\ys a grcalcr direct
role in oceans questions than in money. Navies, after all, .Sl'l-" p:lh'()].l‘hc
seas, and occasionally attempt to reinforce national jurisdictional claims,
But despite the role of force, oceans issues are more diverse and Jess
closely linked, functionally, than international monetary issucs. Iowever,
political actors may sce relationships among oceins i.s:sucs and may there-
fore group them. For instance, there is very ]illlc. direct functional rcla-
tionship between fishing rights of coastal and distant-water states and
rules for access to deep-water minerals on the seabed; yet in c'onf(':rence
diplomacy they were increasingly linked together as oceans policy issues.
Finally, the issues differ in the geographical fixedness of the gof)ds in-
volved. Money is one of the most fungible of items; and lmn.ks, b.usmes.ses,
and governments have well-developed networks for moving it rapidly
across borders. Oceans policy issues largely involve questions of ]e.gnl
jurisdiction over resources that are specific to particular geographical
areas. .

The applicability of the conditions of complex interdependence to the
two issue areas will be explored in Chapter 5. Tn this chapter we shall
describe major events in oceans and monetary affairs between 1.920 and
1975, emphasizing changes in the nature of the international regimes for
these issue areas.

Before we can analyze political processes by issuc area, we must define
“issue”; that task is more difficult than it may at first appear. Policy issues
are not the same as objective problems, such as whether life in the oceans
is being destroyed by pollution, or whether the internationn} monetary
system can finance growing volumes of international trade and mvestme.nt.
Issues are problems about which policymakers are concerned, and which
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they believe are relevint to public policy. Thus a policy issuc is party
subjective, The prablem must be perceived as relevant to policy by people
with influence over poliey.

Since issues are defined subjectively, so are issue arcas. When the gov-
ernments active on a sct of issues see them as closely interdependent, and
deal with them collectively, we eall that set of issues an issue area.® When
we do 50, we are making a stalement about actors’ beliefs and behavior,
not about the objuctive reality of the problems themselves. We noted
carlier that international monetary issucs are much more closely linked
functionally than oceans issues, which are connected largely by the per-
ceptions of actors that issues involving oceans should be treated together,
Yet as long as vceans issues are considered collectively, an oceans issuce
arca in our terms exists.

It is difficult precisely to define the boundaries of an issuc area; this
difficulty is complicated by the fact that these Loundaries can change
over time as issues, and their groupings, chunge. We therefore begin our
discussions of the international monetary issue area, and the oceans policy
issue area, by discussing their boundaries as we perceive them.

THI INTERNATIONAL MONETARY ISSUE AREA

People concerned with international monetary aflairs frequently assume
that everyone knows the boundaries of their subject, so they often do not
define the issuce area involved, To say that international financial aflairs
are being discussed is taken as definition enough. As one might expect,
this Jnck of attention to definition reflects a great consensus on what is in-
volved in this issue area, and a considerable agreement, thercfore, on its
houndaries. Richard Cooper takes the major dimensions of an international
monetary regime to he: “(1) the vole of exchange rates, (2) the nature of
the reserve asset(s), and (3) the degree of control of international capital
movements,” ? Pew authorities would disagree.t Within an international

¢ This definition is not meant to imply that the politieal analyst can ignore objective
reality, Presumably, political actors who misperceive reality are not likely to achieve
their goals unless they adjust their perceptions. In the long run, some congruence can
be expected between pereeptions and reality, Nevertheless, it is on the basis of subjec-
tive perceptions, not on the basis of an objective reality that no one understands in a
definitive way, that actions are taken. For a given situation, we Degin with perceptions;
to predict ontcomes, or future perceptions, it may be highly useful to have further
information about the reality being perceived.

| For instance, under the Bretton Woods regime, which was in operation {with some
qualifications) during the 1960s, United States dollars and gold were the major reserve
assets; exchange rates were fixed and were not lo deviate more than 1 percent from
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maonctary regime, however, other issues can arise, in partienlar, problems
of liquidity, adjustment, and confidence.”

It is very important to keep in mind this distinetion helween issues that
focus on what kind of international monctary regime shonld exist, and
those centering on relationships within a given regime. Discussions of the
extent to which exchange rates shonld fluctuate, or the vole of gold as a
monetary nsset, elearly belong in the former category: problens of whether
the sterling-franc rate was correct in the lale 19205, or whether enough
liquidity existed in the carly 19605, fall into the latter set. Althongh the
distinction is not perfect, we emphasize questions of regime change rather
than details of the political process within an established regime.

We define the international monetary issue aven as Uhe cluster of issnes
seen as relevant by policymakers to decisions about what kind of inter-
national arrangements should exist on exchange rates, reserve assets, and
control of international capital movements, along with issues seen as rele-
vant to adjustment, liquidity, and confidence within a given regime or
nonregime.

To what extent are the international monetary policy themes clear and
consistent throughout the period? Since the Treasury Departiment has the
major responsibilitics for (he United States in international financial policy,
we examined United States Treasury Department Annnal Reports for four
years in each of the deeades since 1920, and including 1972, Gonventiona)
categories such as “money,” “trade,” “forcign loans,” “aid,” and “private
investment,” along with items having to do with taxes, almost covered the

par except when official devaluations took place; and inlermational capital movemenls
were, for the most part, uprestricled (althongh several oxceeptions. could be noted),
Since the late 1960s, Special Drawing Rights (SIRs) created by inlergovernmental
agreement, have become reserve assets in addition to gold and foreign exchange (which
refers to holdings by a given country of other conntries’ eonvertible currencies — cur-
rencies that can be exchanged for other currencics, if not for gold). Exchange rates
among major currencies are nsually not fixed, and therefore fluctuate daily; and on the
whole, international capital movements are still wnrestricted,

° Conventionally, problems arising with international monctiry regimes “are classified
under these headings. Liquidity celevs o the value of intemational money  (gold,
foreign exchange, and now SDRs) in circulation in the system. Il there is too little
liquidity, international financial flows may he unduly vestricted; i there is too much,
inflationary tendencies may manifest themselves, Adjustment velers to ways in which
countries can change the relationships -of their economies 1o the outside world to more
nearly balance their payments. Adjustment meansures can be cither internal {(snch as
domestic “austerity” programs) or external (such as changes in exchange rates). Confi-
dence refers to the attitudes of holders of liguid financial resources toward currencies:
if confidence in the current value of a currency is low, it is likely to be sold on balance
by private parties, thus putting downward pressure on its value, For a {ull discussion
ol international monetary relations in the 1960s, see Riclrd N. Cooper, The Eco-
nomics of Interdependence (New York: McGraw-I1ill, for the Conneil on Foreign Rela-
tions, 1968).
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pages of the treasury’s reports devoled to international questions. Further-
more, within the interpational monetary area, seven key phrases accounted
lor over three-quarters of the total headings. As Table 4.1 shows, concern
with gold (particnlarly gold movements) was prominent throughout the
half century. Since these concerns and those having to do with foreign
exchange are closely related, and since hoth arc also related to what we
now call balauce of paymenls issues, the table actually understates the
continuity in the reports, Clearly problems of flows of financial assets
(foreign exchange and gold) and-the balance of payments situations asso-
ciated with such fows have been perceived as important throughout the
half century, Cenerally, the policy issues at the core of the international
monctary issue urea have remained remarkably consistent.

Not only do policymakers perceive the international monetary issue area
as tightly connected; many functional linkages seem, in fact, to exist. Al-
though sensitivity between monctary events taking place between any
lwo major counlries has varied, it has always been significant between
1920 and 1976, except when exchange controls have been very tight,
particularly during World War 1L This issuc arca does not necessarily
include all countrics in the international political system; currently, it docs
not include the Soviet Union, China, and other states whose governments
have tried to isolate themselves from the effects of international financial
flows. Nevertheless, heenuse diverse international monetary activities aie
conneeted functionally, the issuc arca does not exist merely in the eyes of
its beholders. Perceptions of policymakers can profoundly aflect the mone-
tary system, hut they did not ercate jt, and, short of major political up-
heavals, changes in those perceptions cannot destroy it

The International Gold Standard before 1914

Discussions of international monetary regimes since 1920 invite compari-
sons with the pre-World War I gold standard, which was viewed by con-
temporary hankers and  officials as an automatically sell-cquilibrating
system. It is diflicalt to understand later events without realizing that the
minds of oflicials in the 19205 and even thereafter were clutlered with
images of the prewar system, which many saw as an ideal to which the
world should return. ) '

The classic interpretation of how the gold standard operated was pre-
sented by the Cunlifle Commitiee, established by the British government
toward the end of World War 1. This commitiee argued that the Bank of
England reinforced the eflects of gold movements by raising the discount
rate when a gold drain reduced its ratio of reserves to liabilitics, thus re-
stricting credit and rcducing prices, cconomic activity, and employment.
1t commented:
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areas, greatly aflected short- and long-term capilal fows, and thus bhalances
of payments, not only of Britain but of states dependent on her, These
effects occurred even if several central banks all raised Uheir rates propor-
tionately to the rise in British interest rates, because tighter monelary
conditions stimulated shifts toward liquid assets, which meaut inercased
balances of key currency countries al the expense of minor centers.” Con-
trol was thus asymmetrical, as Britain shifted the burden of adjusting to
change to peripheral countries such as Argenting, which depended heavily
on British trade, The secondary key currency cenlers, Berlin and Paris,
acted similarly: the hicrarchical system allowed them to draw funds from
lesser centers, as Britain was dvawing funds from them, Thus the system
was remarkably stable, though it was nol nearty as thoroughly dominated
by Britain, and by sterling, as earlier writers had thonght:

The extra control of the Bank of Englnd over the steding-mark exchange
might conceivably liave placed excessive strain on German reserves as money
grew tighter in London, The financial structure was such, however, as o give
the Reichsbank a similar advantage in moving the exchange rates on smaller
neighboring countries in favor of Germany, This hicrnrehy of short-rom finaneinl
influence, through which funds moved from lesser to greater financial centers
as interest rales rose everywhere, helped to minimize monetary friction among
major cenlers by passing the short-run finaneial adjustment hurden along to
the peripheral countries. It provides a striking contrast to the tendency of New
York and London to compete for the same mobile funds in later years without
cither cenler'’s having decisive drawing power over funds fromi Continental
countries in payments surplus.®

The impressive degree of British control s illustrated by the small
amounts of gold that the Bank of England and the British Treasury were
required to hold. Confidence in sterling was so great that in 1913 the Bank
of England held only about $165 million worth. of gold, or less than 4
percent of the total official gold reserves of hirly-five major countries al
that time. Britain’s holdings of gold were less than 15 percent ol those of
the United States and less than 25 percent of those of cither Russia or
France; they were also exceeded by the official gold holdings of Germany,
Italy, Austria-Hungary, and Argentina.” The need to hold so little non-
interest-bearing gold was a mark of strength, not weaknoss:

London could economize on her gold lioldings, like any pood hanker, hecause
of the quality of her other quick internalional assels, her institutional structure,
and because, such was the power of Bank rale and the London Market rate
of discount, gold would always flow in the last resort from other monetary
cenlres. 10
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The stability of this system rested on its hierarchical structure and on
financiers' confidence in the continued convertibility of sterling, and other
major cirrencies, into gold at par value. Liquidity was increased not
merely by new gold discoveries and by diverting monetary gold stocks
into official reserves, hut also by increasing holdiugs of foreign exchange,
Whereas world official gold reserves approximately doubled hetween
1800 wnd 1913, official holdings of loreign exchange increased more than
forefolds by 1913 foreign exchange accounted for 16 to 19 percent of
total reserves, ! :

Financial bierarchy was reinforeed by political hierarchy. Britain was
not militarily dominant over cither Germany or France, but she had
aceess o "IH("I maore ('.\"(‘H.‘\'i\'(‘ ﬂ"(l l)l'().\'p(!l'()lls {areas  overseas. Tllis
advantage was rellected in other countries’ holdings of the foreign ex-
change of the three key states: Britain, France, and Germany. Only about
18 pereent of European holdings of these three currencies in 1913 were in
slerling, whereas over 85 pereent of non-European holdings of those cur-
rencies were held in sterling.'®

Peripheral conntries generally allowed their money supplies to be in-
fluenced strongly by actions of cential banks in the center countries. Tven
lor advanced small states wilh well-developed banking systems, the move-
ment of short-term funds “was undonbtedly much more responsive to
changes in the discount rates of the Bank of England and other large
central banks than to changes in their own.” Argentina, which de-
pended heavily on Britain, allowed its gold flow to determine its money
supply; it had no ellective central bank to control the process. Thus
Argentina “could not nullify the negalive effects of changes in British
interest rales on ils own cconomy.” Tt is not at all clear, indeed, that the
peripheral states’ governments understood the processes that were going
on or the disadvantageous position that they occupied. The absence of
balance of payments statistics, and the lack of knowledge of the extent to
which the system was managed by key central banks, rather than being
“watural,” probably helped o maintain the system’s stability by making
the inequality and its causes less visible, In addition, local oligarchies in
the peripheries benefited from the system.M

Although often viewed as a very long period extending into the murky
past, the international gold standard’s life span was actunlly less than half
4 century. Some anthorities date its beginning from the 18705, when
FFrance, Holland, the Scandinavian countries, and the United States dis-
continued the use of silver coins and tied their currencies to gold; others
date it from 1880 or even 1900, reflecting the adherence of Austria-Iun-
gary, Russia, and Japan lo the system during thé 1890s.18

Moreover, the international gold standard did not operate as smoothly
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as has sometimes been supposed. "The central banks were not partienlarly
sensitive to the international effeets of their actions. They did not co-
operate to manage the international gold standard in the general interest
(although the central hanks of England and France did cooperale some-
what), Yet by the end of the period, the need for sueh cooperation was
inereasingly apparent as a vesult of the growth and volatility of short-
term capital. After 1007, “there was a growing sentiment in certain quarters
in favor of some kind of systematic international monelary  cooperi-
tion, the absence of which was n conspicuous feature of the pre-1914
arrangements, in order to minimize undue shocks to the payments system
from these and other sources.” 16

Thus the prewar gold standard was by no means inemutable, Foreign
exchange was being used incrcnsingly in reserves; capital movements weré
becoming more disturbing; and the need for conperation was increasingly
cevident. More fundamental political changes were also taking place. As
the working class gained political power it would be able to fight
adjustment policies that caused unemployment and wage cuts, as the
British strikes of 1926 later indicated. As peripheral countries became
somewhat more automonous, their policies would hecome less passive,
And perhaps most important, the United States was hecoming more promi-
nent in the international economy. Fven without the stimulus of World
War ], it would eventually have begun to compete with London for funds,
and the hierarchy would have been broken.'?

The end of the international gold standard in its well-liunctioning phase
came with the beginning of World War 1. But the trends we have just
enumerated, which were intensified by the war, were by no means created
by it. One can therefore assume that eventually the international gold
standard would have collapsed or have been trunsformed, even without
the war; however, the conditions under which that would have taken
place, the form it would have taken, and its effects can never be known.

In practice, therefore, the prewar gold standard was short-lived, man-
aged (although with national orientations rather than an international
one), and highly subject to change. It rested on political domination — the
domination of the wealthy classes in Britain over less prosperous groups,
and of Britain, France, and Germany over peripheral countries. Thus the
reality diverged substantially from the myth of an cternal, antomatic,
stable, and fair system, which could only be damaged if tampered with by
politicians, Yet in later years, the myth was in many ways more powerful,
in its effects on behavior, than the reality itsclf. The rules of the old regime
were no longer being followed — indeed, they had never hicen followed as
perfectly as people imagined —but they remained the standard of be-
havior for statesmen and bankers, particalarly in central countries such
as Britain,
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International Monetary Regimes, 1920-76

You will recall that we distinguish regimes from one another on the basis
of their formal or de facto rules and norms governing the behavior of
major aclors. When shilts in rules and norms are very sharp, regime pe-
riods can be distinguished without difliculty; but sometimes changes are
gradual or sequential, and then the choice of periods inevitably hecomes
somewhat arbitrary. This is particularly the case when, as in the 1920, a
series of countries joins n par value system sequentially, rather than as a
result of general agreement, or when, ns in the early 1930s, countries
sequentially Teave such a system. In such cases we have defined the regime
periods in terms of the behavior of the key currency countries — Great
Britain until 1931 and the United States therenfter. Following this con-
vention, we have divided the fifty-six years from 1920 to 1976 iuto seven
pertods, as shown in Table 4.2. For each period we have indicated whether
aninternational regime existed, and the action at the perfod's beginning
that is considered to have hrought the new regime into being or destroyed
the old one.

The following pages briefly describe the rules and norms characterizing
wch period; the degree to which they were adhered to; and the reasons
for our choices of beginning and end-points for these regimes, The dates
we selecled are not necessarily self-evident, and any such periodization
does some violence to the flow of history. This review, although not a
comprehensive deseription of political or economice processes in this issue
aren over the last ffty-five years, much less an explanation of regime
change, will give readers unfamiliar with the history of international
monetary allairs a general description of developments, and therefore
facilitate the analysis of political processes and regime change that follows.

During World War I gold exports from Great Britain virtually ceased.
Although the international gold standard was never formally renounced
during this period, it lapsed in effect. The pound and dollar were pegged
together at $4.77, about 2 percent below par British citizens were en-
couraged to sell their forcign sceuritics to provide forcign exchange for the
war cffort. By 1919, it was clear that Britain had been seriously weakened
cconomically by the war, and that at least for the time being, no return
to the 1914 parity of $4.86, with {rece movements of international capital,
was possible. Thus, in March 1919, the gold-dollar peg lapsed, and from
carly 1920 through 1924, “the rate fluctuated almost completely free from
official intervention.” " The pound reached a low in early 1920 of $3.18,
and remained below $4.00 until about the end of 1921, rising to approxi-
mately the prewar parity by the end of 1924, in expectation of return to a
par value system.
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TABLE 4.2 INTERNATIONAL REGIMES IN THIE MONETARY
POLICY ISSUE AREA, 1920-75

Period Years

Regime situation

Action at beginning
of period :

1 1920-25
1 1925-31
m 1931-45
v 1946-58
v 1959-71
Vi 1971-75
Vit 1976~

Nonregime: floating rates,
currency depreciation.

International regime (de
facto): Gold-exchange
system focused on sterling-
dollar convertibility.

Nonregime: floating rates,
currency depreciation,
exchange controls
(especially important after
1939).

Recovery regime: inter-
nationally agreed-on system,
but with ad hoc modifica-
tions allowed; exchange
controls, inconvertibility of
European currencics.

International regime: fixed
but adjustable parities;
dollar convertible into gold.

Nonregime: no stable sct of
of rules, despite fourteen-
month period of fixed rates
for many currencies and in-
creased central-bank coordi-
nation toward end of the
period.

International regime: based
on flexible exchange rates
and SDRs, with central
bank and governmental
coordination on exchange
rate policies.

Beginning of period surveyed.

Britain's return to gold:
April 1925,

Britain leaves the gold stan-
dard: September 1931.

Bretton Woods Agreement
of 1944 becomes operative.

Convertibility of major
European currencies
achieved: December 1958.

United States actions
making dollar inconvertible
into gold: August 1971,

Intcrim Committee agree-
ment to amend IMIF
Articles of Agreement:
January 1976.
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Rates (or continental currencies, which were also Boating, showed greater
volatility and less strength than the pound. After rising from 6.25 to 9.23
American cents Drom Apeil 1920 to April 1922, the French franc declined
vather steadily, reaching a low point of 2,05 cents in July 1926, before
being stabilized de facto at the end of that year at 3.92 cents — about one-
fitth of presar parity. Under the impact of German inflation, the mark
fell from aboul two cents in 1920 to virtually nothing by 1923.2! Many
observers took these results as evidence of the dangers inherent in floating
exchango rates, The League of Nations study conducted by Ragnar
Nurkse and published in 1944 argued that although short-lerm capital
movements were at first equilibrating in this period, in expectation of rc-
turns to prewar parities, as Continental exchange rates continued to fall,
disecpuilibrating speculation set in: increases in interest rates, or exchange
depreciation, rather than attracting Funds, increased speculation against
the currency, as each depreciation provided evidence for the imminence
or at least evenluality of another.22 Thus speculators’ psychology, in this
view, becanmie n factor in governniental decisions, 2

The situation from 1920 to 1925 was not considered desirable by any
major government involved. The Cunliffe Committee’s deseription of the
prewar gold standard was regarded, at the Genoa Conference of 1922,
not only s an accurate deseription of previous reality but as a desirable
state of aflaits to which the world should return as quickly as feasible,
although with some modifications to reduce the deflationary effect of
such a change. The major powers at Genon agreed to establish a gold
exchange standard, in which currencies would be exchanged at fixed
parjties, but in which most countrics would be encouraged to hold part of
their veserves in liquid claims on the international gold centers.? The
gold exchange standard was designed Lo economize on gold; although it
was seen as a major innovation, it in fact merely legitimized and extended
a praclice that was becoming increasingly widespread before 1914,
Central banks, which should he “free from political pressure,” were 1o co-
operate closely, in order to maintain currencies at par as well as to prevent
“undue fluctuations in the purchasing power of gold.” 26

Unlike the Bretlon Woods Conlerence of 1944, however, the Genea
Conference of 1922 does not signal a change in the international regime
for monetary aflairs, 1t hecame clear, particularly to Benjamin Strong of
the Federal Reserve Bank of New York, that stabilization of the mark
would have to precede reconstruction of the monetary order. Yet in late
1922, Germany defaulted on its reparations obligations; in carly 1923
French and Belgian troops occupied the Ruhr; and the mark subsequently
collapsed. Only alter German stabilization in” late 1923, supported by the
Dawes loan a ycar later, could monetary stability return.??
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The significance of the Genon Conference is that its proposals fore-
shadowed the system that central bankers attengated Lo put into effect
after Britain’s return to gold in Ap}'il 1925, at the prewar parity of $4.80
per pound, Authorities agree that the return o gold was a decisive event
that changed the nature of the international monetary regime,®* although
most also agree that it was a disastrous mistake, As the historian ol this
decision puts it, the decision to return to gold was “unfortunate and, de-
spite all the emphasis on the long run, represented a triumph of short-
term interests and conventional assumptions over long-term considerations
and hard analysis.” 2 A return to the gold standard at other than prewar
parity was not seriously considered, although in retrospect it is clear that
sterling was overvalued by about 10 percent at that rate. Yet “gold at any
rate other than $4.86 was unthinkable.” %0

Chancellor of the Exchequer Winston Churchill was uneasy about the
decision, and asked some searching questions in a predecision memoran-
dum, but

he was in a difficult situation, for intellectually e could see no alternative to
a policy of drift, and politically he had to rely on support in official circles, the
City, business and the country which was almost inanimous in its desire for the
policy actually chosen, . . . Thus Churchill really had little alternative but Lo
accopt the advice generally offercd, shortsighted though it was, ad to adopt
the gold standard at $4.86.51

The British return to gold in 1925 was inflnenced by international as
well as domestic pressures. Britain was seen as the keystone of the system,
and a British decision to return to gold as a critical step in restoring in-
ternational monetary stability. Smnall countrics such as Sweden strongly
urged return; more important, the United States pressed for speedy and
decisive action. As the major international creditor, and the only major
conmtry to remain on the gold standard thronghont this postwar period,
the United States was quite influential, despite its reluctance to make
official commitments.?2

The British decisions, added to the previons German stabilization and the
French actions of the following year, marked the beginning of an intes-
national regime that lasted until 1931, The regime was established by a
series of unilateral actions, rather than by international conference or by
systematic alighment of exchange rates on technical grounds. It was a
genuine international regime, with known rules, much communication
among central hankers, and a good deal of cooperation, especially between
the United States and British centeal bunks. Bul it was weak politically as
well as economically, reflecting Britain’s diminished postwar position,

From 1931, when Britain left the international gold standard, until the
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Bretton Woods Agreement of 1944 became effective at the beginning of

1946, there was no comprehensive and agreed-on set of rules or norms
governing international mmnetary wrrangements, The United States, which
\.vnuld have had to agsume international leadership, did not do so ’for the
first five years of the period. American officials insisted that there was no
connection hetween war debls to the United States and reparations pay-
ments due o its former ullies; “the cllort to develop a cooperative ap-
proach o world cconomic recovery was thus soured by the continued
war-deht conflict,” ™ The United States went off the gold standard effec-
tively in April 1933, without consulting even the British and while Prime
Minister Ramsey MacDonald was at sea on his way to visit President
Roosevelt.* During the sammer of 1933, Roosevelt virtually forced the
adjournment, without significant agreements, of the London Economic
Conference. To the consternation of his representatives there he opposed
ina public message, the plan of conferees to ensure exchange rate stnbilit):
as “a purely artificinl and temporary expedient affecting the monetary ex-
change of a few nations only. . . . The old fetishes of so-called interna-
tional bankers arc being replaced by efforts to plan national currencies
with the objective of giving those currencies n continuing  purchasing
power,” 3

Although Frunce, Belgium, Holland, and Switzerland attempted to cling
to old parities in a so-called gold bloc, the domestic economic and political
results were sharply adverse. Belgium devalued in 1935, followed by Hol-

land and Swilzerland; France finally followed suit in 1938, and in 1937
let the franc float for almost a year.* Fluctuations in currency values were
severe. The situation at least until 1936 was one of a pure nonregime, with
virtually no international cooperation. The central bankers who had ;)revi-
ously worked closely with one another, if not always in perfect harmony
or with much success, had heen greatly discredited by the deproession
particularly in the United States. Politicians, disenchanted with m‘thodm;
opinion, were searching, almost in the dark, for panaceas or al least for
stop-gap national solutions.

. As o judgment on the entire period, this description must be qualified,
since the Tripartite Monetary Agreement of 1936 (between France, Bri-
tain, and the United Stales) was at least a symbolic step in the dirc'ction
u‘f new rules, although it provided few concrete measures for cooperation,
The lreasuries of the three countries — not the central banks, as would
l.mvc been the case in the 19205 — agreed to hold the exchange for twenty-
four hours, In addition, “the French gained assurance that the United
States and Britain would not indulge in competitive exchange deprecia-
tion,” % although there was no agreement to stabilize currency values in
terms of one another.

Nevertheless, the 'l'ripnrlil‘c‘ Agreement was not much more than a faint
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precursor of the international cooperation evidenced al Brelton Waods,
in 1944 and therealter. Hot-money movements played havoe wilh_ exchange
rates even after the agreement, purticularly in 1938, the first hall of which
saw a speculative outflow of funds from the United Slates, and the scconfl
half, the reverse. Throughout the period, monclary cooperation was hiri-
dered by economic nationalism as reflected by trade barriers, German
exchange controls, and a varicty of bilateral cleaving and payments agree-
ments. Governments tried to manipulate exchange rates Lo their advan-
tage; indeed, freely fluctuating exchange rates were rather rm'('... In 'n
period of worldwide cconomic collapse aud politieal disintegration, it
would have been surprising had international monetary velations heen
anything but chaotic,*?

The onset of World War 11 did bring changes in arrangements govern-
ing monetary affairs; in particular it brought “stricter rate pcgging, l‘ight—
ened controls, and farther displacement of ordinary commercial practices
by intergovernmental arrangements.” * These arrangements did not con-
stitute an international regime with agreed-on niles and prm.:e.dures.
Formal agreement was reached at the Bretton Woods Conference in 1944,
hut was not fully implemented until more than a deende Taler. Tl'u-. post-
war cconomic plight of Europe meant, particularly after the [ailure of
attempted sterling convertibility in 1947, that the Furopean Recovery Pro-
gram became the center of attention, The IMF “sat patiently on the
sidelines, guarding its resources,” as the Marshall Plan was usc.d. to re-
habilitate Europe.*® Only in late 1958, when currency convertibility was
achieved in Europe, did the recovery regime give way to full implementa-
tion of the regime agreed to at Bretton Woods in 1944.

Long and sometimes difficult negotiations hegun in 1941 led to th'c
Anglo-American Joint Statement in April 1944, which became the basis
for the negotiations at Bretton Woods and the Articles of Agreement of
the International Monetary Fund. Other allied countries had been con-
sulted during 1943 and 1944. France and Canada produced draft plans,
and at Bretton Woods the United States and Britain lad to contend with
the Soviet Union (which eventually fid not join either the IMY or the
World Bank) as well as with scveral small countries, Nevertheless, al-
though forty-four countries attended the Bretton Woods Gonlerence (.19
compared to thirty-three at Genoa in 1922 and sixty-six in London in
1933), the Bretton Woods Agreement was essentially an American-Brilish
creation.

In contrast to the. practices of the 19205, at Bretton Woods the interna-
tional monetary issue area was not left primarily to central banks and
private bankers; indeed, United Statcs Treasury Sccrctaiy Henry Morgen-
thau’s objective was to create international Gnuncial institutions that
would be instruments of governments rather than of private financial
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interests, To the annoyanee of the American banking community, Morgen-
thau saw the issue as “n question of whether the Government should con-
trol these things or a special country club of business and the Federal
Reserve.” 1 Within the United States government, the Treasury Depart-
ment took the lead, although conflict with the State Department erupted
from time to time hetween the beginning of discussions, in 1942, and the
abhandonment of plans for inuedinte convertibility of sterling in 194749

The core of the regime designed at Bretton Woods was the provision
that countries helonging to the International Monctary Fund would sct
and maintain official par values for their currencies, which were .to be
chinged only 1o correct a “fundamental disequilibrium” in a country’s
halimee of payments, and only in consultation with the fund. Thus cnr-
reney convertibility was to be ensured. Great Britain had sought greater
freedom of action for individual countrics, but the United States had
resisted this suggestion, The IMF was to help countries maintain par
values by arranging to lend them needed currencies, up to amounts deter-
mined in a complex scheme based on countries’ subscription quotas to the
IMIP, But on the insistence of the United States, members were not to
have antomatic aceess to the resources of the IMF, beyond their own
subscriptions. The IMF retained discretion in judging the validity of
members' requests, and certain other limitations were imposed.

The IMF was given considerable nominal powers; but it was itself to
be controlled by member countries with the largest quotas, since votes in
the IMF were stipulated to he roughly proportional to quotas. The United
States therelore had over 33 percent of the voting power in the IMF in
1946; Britain held almost 16 percent. These proportions fell over the years,
but throughout the life of the IMF, the United States has been assured of
a velo over most important IMJF decisions, ™

When these arrangements were concluded, allowance was made for a
transitional period, during which the (ull obligations of the regime would
not apply. Members could retain restrictions on financial transactions until
three years after the IMIP began to operate; then the IMF would report
annually on them. After five years the members were to consult with the
fund on the retention of restrictions. 5 Although the transitional period
was left undefined, it was generally expected not to last long: “Until early
1947, when the Truman administration shifted cowrse, planners thought
other countries wonld make a relatively smooth and swift transition, last-
ing no longer than five years, from bilateralism to convertibility.” 10

The transition actually lasted over thirteen years from the end of the
war and twelve from the heginning of fund operations. In 1947 Great
Britain's eflorts to resume convertibility of sterling lasted barely more than
a month, at a cost of abont $1 billion worth of gold and dollars. Exchange
controls were then reinstaled, the Marshall Plan went into effect, LEuro-
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pean currencies were devalued, and the United States aceepted measuves
that discriminated agninst the dollar. The International Monetary Fund
played a small role in this period.

The recovery regime that camoe into being during 1947 hore little re-
semblance to the arrangements that had heen designed at Bretton Woods,
Worried about what they perceived as a critical Soviet threat to Western
Europe, United States leaders — prompted by the State Departinent and
followed somewhat more reluctantly by the Treasury — gave increasing
aid and sympathy for Europe’s financtal troubles.’” "This support was ac-
companied by an impressive array of institutional innovations: bilateral
clearing arrangements were followed by the development of the European
Payments Union (EPU) and the Organization for Luropean Economic
Cooperation (OEEC). A common seuse of military threat, which mani-
fested itself most obviously in the development of the North Atlantic
Treaty Organization (NATO), gave the United States an incentive to he-
have generously toward Europe, and the Europeans the willingness to
follow the American lead. Within the framework of a political consensus,
governments could allow the volume of transnational cconomice relations
to expand while retaining control over them.

The success of this recovery regime was shown by movements toward
currency convertibility during the 1950s, eulminating in the formal adop-
tion of convertibility by major Juropean countries in December 1958.4%
The beginning of 1959 therefore marks the start of a new international
regime, the full-fledged Bretton Woods regime, which lasted until the
United States suspended the convertibility of the dollar into gold on
August 15, 1971, Economically, the transition was made possible by the
ceonomic recovery of Europe and by Ameriean financial policies that had
produced large payments deficits, furnishing dollars to a formerly dollar-
short world, In the late 1950s and into the 1960s, world exports grew at
the spectacular rate of 7 percent per year; and United States dircct in-
vestment in manufacturing abroad increased drimatically, Politically, the
transition was marked not only by the hegemony of the United States,
but by the development of networks of ties hetween central bankers as
well as between treasurics. The Bank for International Scttlements was
the technical agent for the European Payments Union, and central bankers
“participated along with treasury officials in the managing hoard of the
EPU, which was itself an agency of the Organization for European Eco-
nomic Cooperation in Paris. These instilutions brought the senior European
financial officials into regular working contact.”

Yet the Bretton Woods regime had hardly heen put into full operation
before it faced serious tests. The price of gold in TLondon rose in the
autumn of 1960, indicating speculators” lack of confidence that the United
States government would continuc to support the dollar at 1/35 of an
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ounce of gold. The first result was an informal Anglo-American agrecment
to maintain the gold price at $35 per ounce: “The Bank of England was
assured of access o New York to recompense any gold it used to mect
speeulative demand in London,” # This result was followed by an inter-
national gold pool under which central bankers agreed to coordinate their
gold dealings. In 1961, the central bankers developed a series of swap
agreements, providing for mutual support in the event of speculation
aggainst particular ewrrencies. 1Tad the spirit as well as the letter of the
Bretton Woods agreements been followed, the speculative crises that
began in 1960-61 would have been met by expansion of IMF resources;
but expansion was resisted by the Coutinental European countries that
would have heen the ehief ereditors, ‘Thus, in the General Arrangements
to Borrow of 1962, the members of the Group of Ten (the major advanced
industrial conntries) contrncted to provide resources to the fund when
needed, if they first agreed collectively to do sa, in order to “forestall or cope
with an impairment of the international monetary system.” ® Multiple
networks of formal arrangements and informal agreements were developed
within a variety of organizations in addition to the IMJ7, Important links
were maintained among central bankers and, through the Group of Ten
and Working Party Three of the Organization for Economic Cooperation
and Development, among treasuries and economics ministries, as well.b2
To increase world liquidity, members of the International Monetary Fund
agreed in 1967 to create Special Drawing Rights as a reserve asset. By
1971, the quotas of the IMT were double thosc of ten years earlier.®

Thus the Bretton Woods regime went through a continual pr.()cuss of
political and institutional, as well as financial adaptation. The institu-
tional imagination and flexibility shown by the regime’s managers con-
trasted sharply with the rigidity of currency values that member states
songht to maintain, Political innovations helped to maintain a system that
had essentially heen designed two decades before,

Yet the pressure on the regime continued to grow, particulirly after
1967, when Great Writain finally devalued the pound stetling. The pegged-
rate system heeame more and more difficult to maintain as the volume of
short-term capital movements grew dramatically. The growth of the Euro-
dollar * market constrained the United States as well as European coun-
tries. With a weekly tow of approximately $5 billion in cach divection
hetween the Burodollar market and the United States, American financial
® “Eurodollars ure dollar-denominated deposits in banks outside the United States, in-
cluding the (oreign branches of U8, banks. More than half of them were created ,()nl-
side the United States (in the world hanking system) in a process that is not controlled
hy the Federal Reserve System o by any other central bank.” A, James Meigs, Money
Matters (New York: Tarper and Row, 1972), p. 212. ' ’
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institutions could “case out from wnder the restenints of the Federal Re-
serve System at least for a limited period of time,” ®!

The sensitivity of cconomic transactions hetween nations increased, most
strikingly with respect to short-terni capital flows:

[As] the barriers of fgnorance und cost in nndertaking international trans-
actions have fallen, the potential speeulative movement of Tunds has increased
enormously. . . . A ernde quuntitative indicator of these developments s pro-
vided by contrasting the maximum daily speculation of under $100 million
against the pound sterling, in the “massive run” of August 1947, with the maxi-
mum daily speeulation of over $1.5 billion into Cermany in May 1969, and the
wovement of over $1 hillion inlo Germany in less than an hour in May 1971,
Morcover, as the barviers of ignorance fall further, theve is no reason why $1.5
billion should not rise to $15 billion or even to $50 billion, in a day.55

The other major difficulty was that hasic adjustment problems, involv-
ing particularly the undervaluation of the German mark and Japanese
yen, were not satisfactorily addressed within the system. German and
Japanese resistance to revaluation was coupled with the inability of the
United States, as the source of the key cmreney of the system, to devalue
the dollar without obtaining the consent of Japan and major Buropean
governments to change the rules, As a resull, hetween 1959 and April
1971, the dollur actually appreciated in velation (o other major currencies
by 4.7 percent.?®

The United States measures of August 1971 formally terminated the
American commitment to maintain the parity of the dollar at a fixed price,
on demand of foreign official institutions. But such an wndertaking “had
in fact been largely inoperative for some time.” ¥ As a result of American
balance of payments deficits, the value of dollars in Toreign official hands
had grown so much larger than American gold stocks that it was clear to
all that massive demands for gold by dollar holders would not be met by
the United States.® Thus to some cxtent the Nixon-Connally measures of
August 1971 mercly formalized a situation that had emerged gradually
over the previous decade. Ever since the carly 1960s, the United States
had devised ingenious schemes to improve the nominal position of the
dollar. It had also twisted its allies” arms (particularly the Germans’) to
persuade them to help protect the dollar, and had made it quite clear that
its willingness to abide by its Bretton Woods commitments would depend
largely on European and Japanese cooperation with its policy.

The gradual erosion of the Bretton Woods regime reminds us that inter-
national regimes do not usually start or stop neatly on a given date. A
purist might date the “death of the Bretton Woods regime” carlier, perhaps
even with the Interest Equalization Tax imposed by the United States in
1963, which discouraged some capital outflows. Nevertheless, we can sce
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that August 15, 1971, marked the end of an inlernational monetary regime
s vluurly as did 1914 or 1931, The Brellon Woods regime had ;)p('rn(cd
under conditions of de jure currency convertibility obligations for less
than thirteen years, For most of this tine it was supported by an elaborate
bur ('_sst'nti:llly ad hoe network of informal nad institutional arrangements;
and for the last fow yoars ils status was clearly precarious. Yet by hist()r.i:
cal slnn(lm'(lsl, its tongevity is quite impressive Tor an international mone-
lary regime,

. The four yeurs fulluwing the August 15, 1971, actions by the United
States were times of tirmoil for the world economy. The Smithsonian
/\.gr("('mcnl never vestored convertibility hetween the dollar and gold, nor
did |l" signilicantly interrupl the sequence of loreign exchange criscsvthzll
had foreshadowed the demise of the Bretton Woods regime. The dollar
was under pressure in February and March of 1972; sterling was devalucd
in June of that year; and the dollar was devalued by 10 percent in Febru-
ary 1073, on lop of ity approximately 8 pereent devaluation in December
1971, Since this devaluation failed to restore calm o the markets, they
were closed. When they reopened in March, the major Cllrl'CllCiCS, \ver.z'
effectively floating against one another. During the subsequent months
values of the major currencies fluetuated widely.™ B

As the post-March 1973 “learning period” continued, treasury oflicials
and bankers bhegan o Teel more comfortable about, and even to favor
flexible rates. The governmental oflicials — in finance ministries and cen-‘
tral bhanks — no Tonger faced the impossible task of defending artificial
rates against speenlation; the hankers saw their foreign exchange profits
soar" Gradually, central banks began to intervene in the markets and to
coordinate their interventions with one another, After the Organization of
Petroleum Exporting Countrics sharply increased oil prices in late 1973
sending shocks through the world (:(:(;n()my, it was often remarked tlml"
flexible rates had saved the international monctary system from a massive
exclmngc rate crisis, ’

Pereeplive observers had discerned the divection a reformed system
would take, In a world of uncertainty and huge magnitudes of casily
movable funds, there would be no return to fixed rates. Fred 1lirsch con;-
mented in Augnst 1972 that “the operative issue on cxchnnge rates is not
the grand arguments hetween fixed and flexible, bLut the form that a
system of controlled flexibility should take.” By 1975, Marina V. N.
Whitman was able, in an article reviewing the experience with ﬂoa'ting
rates, to stale ﬂ:ll‘ly that “there can be no alternative to rate ﬂexibility in
the presence of high and widely divergent rates of inflation among na-
tions.” ® On the other hand, the wide eyclical fluctuations. in curreincy
values hetween 1971 and 1975 and the involvement of central banks after
1973 indicated clearly that the extreme frec-market position — that gov-
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oceans regime was hierarchical and stable, and depended on Britis'h L.l()lvlli-
nation externally and, to an extent, on the strong position of ccs'tmn 1|fl01-
ests inside British politics — in this case the navy and shipping interests.

Regime Periods, 1920-75

In the half century following World War 1, l.lu.-. principle ;;l [r(i;-.d(?l‘nl (l)([)
the seas has declined from the status of a regime almost fully nlt .|‘(]:1(.:mqt
by all relevant states {until 1945) to a strong cuasi rcghm? i.n lw \115.4\61 66)-
states adhered to the principle but strong challenges OXISlcl' ('. 'tﬂm;
to a weak quasi regime in which the chiallenges have become |M): ;,ll ;‘.\‘ thot
the status of the rules is open to question (!907 o dn(c?. Unli l(,d ‘ llb {mr :
tics of money, in which foreign exchange crises frequently lp\ro.v‘ (,.( :Odch
turning points in regimes, the ﬁprinclplcfuf frci:edm;:( (l)ifng;c :;lzl\:o“llxll‘s‘ ;3 oced
making the identification of regime periods s wha
;g‘:;l’(‘l:'::l;’ l\llonetlﬁzlcss, two turning points — the '|'runmn. ])ecl.u‘rnl:f)[n' T]“((l-
Pardo’s speech —are sufficiently prominent to allow us o identify the
three regime periods outlined in Table 4.3.

TABLE 4.3 INTERNATIONAL REGIMES IN 111 OCEANS
POLICY ISSUE SYSTEM, 1920-75

Action at beginning

Period Years Regime situation of period

Britain reasserts leadership
after World War 1.

1 1920-45  Free scas regime

i regi 1945 ‘Truman Declarations
- uasi regime
" 194666 Strong q s and Latin American exten-
sions.
11 1967-75 Weak quasi regime Pardo’s 1967 UN speech.

The overall regime structure based on frccdunll of the seas wn; lIE)l' ]at
issue between 1920 and 1945. With the destruction and (lls,persn r.)] t‘le
German and Russian navies, Britain cmerged from World War ¥‘w1t1:) 2111;
even greater proportion of total world fleet tonnage (47 percent ;n. .ﬂ
than she had had on the eve of the war (32 percent in 191{1). On the other
hand, the United States, which had gone into the war .thh only 11 'pcr-l
cent of world flcet tonnage, was sccond with 24 percent in 1921 (L.‘Omp.fllf?(
to second-ranked Germany's 14 percent in 1914).X% Marcover, B:l] ain
viewed the American shipbuilding program as a challenge. Altlmil;b].an
incipient naval arms race was curtailed in a 1922 treaty on naval arms
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limitation, the United States won a treaty from a reluctant Britain that
allowed it to extend its policing jurisdiction on the high seas out to “one
how's steaming time” from the shore to curh smugglers during Prohibi-
tion, A0

Despite the anlismuggling exception, which they won for themselves,

the Americans generally supported the free seas regime with narrow ler-
ritorial Jimits. Indeed, the only major devinnt state was Soviel Russia,
whose effect on the regime was small, because its oceans capabilities at
that time were very limited.# The League of Nations conference called
at The Hague in 1930 to codify international law reafBrmed the principle
of freedom of the seas. Although one cean argue that the very fact of hold-
ing u conflerence in which small states had a voice and vote helped to
cnll the three-mile limit inlo question, and precipitated some two dozen
eflorts at special extensions in the 1930s, the overall regime (s contrasted
with the specific rule of the three-mile limit) was not called into question B

Although the 1930 Hague Conference was unable to agrec on exact
limits, twenly states representing 80 percent of shipping tonnage sup-
ported a three-mile territorial limit* Those states included all the major
powers except the USSR (twelve miles) and Italy (six miles). Twelve
states supported a six-mile limit, Efforts by Ecuador, Mexico, and Iran to
extend jurisdiction in the 19305 were not recognized by the major mari-
time states. And as we have seen, even when disputes arose in such sub-
issues as anlismuggling zones and fisheries arrangements between the
United States and Japan in the 1930s, the disputing parties explicitly ac-
cepted the legitimacy of the overall regime.

Ironically, it was at the emd nf ' World War 11, when the United States
was the leading naval power, that the Americans inadvertently sowed the
seeds of the gradual postwar destruction of the regime, The turning point
in the transition from the free seas regime to a strong quasi regime came
with the Truman Declaralion of 1945, In response Lo changing tech-
nologies of fishing and offshore ofl drilling, President Truman wnilaterally
established fishery conservation zones off the United States const and as-
serted American jurisdiction over the udjaccnt underwater continental
shell “appertaining to the United States” out to a depth of 200 melers.
The United States d(-lil)crnlcly used limited and ambiguous phrasing to
formulate its claims, hoping to aveid damaging the overall regime. These
subtletics, however, were obscured as Latin American states, following the
great power’s exmnple, asserted their own claims to extended jurisdiction.
Countries such as Ecuador, Pern, and Chile along the west coast of South
America, where there is very little continental shelf, argued that a depth
criterion was unfair to them and claimed jurisdiction in terms of distance
on the surface. Thus extensions of shelf and fishery jurisdiction, which the
United States tried to keep separate from other issues, precipitated both
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the broader elnims by Latin American states and the subsequent seizores
of American fishing Loats and other difficalt diplomatic tncidents

During this sccond period, the gverall regime was not fundamentally
challenged, but there were signs of crosion caused by challenges in par-
ticular issues. As a result, the major maritime powers, prticularly the
United States and Great Britain, led efforts to reform, codily, and protect
the weakened regime at Lo United Nations conferences on the Taw of the
sea convened in Ceneva in 1958 and 1960, More than twice as many states
were represented at Geneva than had been at ‘The Hague Conlerence in
1930. During the first period, Britain and the Netherlands had controlled
nearly 50,000 and 18,000 miles of the world's constline; but as decoloniza-
tion progressed their dominance receded, and more and more states be-
came involved in oceans issues during the second period.?

The Geneva conferences were only partly successful in bolstering the
quasi regime. Four major conventions were signed al Geneva, and no gov-
ernment found it possible or expedient to attack the principle of freedom
of the seas direetly. Bt

what happened at the Geneva conference was that the freedom of the high
seas was attacked indireetly by claims to extend the limits of the territorial sea,
which wauld have submitied vast arens of what has trditionally belonged 1o the
high seas, including importint sea lanes, 1o the sovercigaty of the constal stale,

In 1960, Canada and the United States proposed a compromise formula for
limits of six miles: territorial sea plus an additional six miles fisheries juris-
diction, including recognition of conntries” rvight to conlinne to fish where
they had historieally fished. This compromise proposal came within a
single vote of the necessary two-thirds majorily, and in retrospect 1960
turned out lo be the high point of legal agreement in the second period.
In general, there were few claims to exclusive sovercignly or regulation in
the high seas beyond twelve miles — o limit preferred by the USSR and
only twelve other states in 1960." Although the North-South cleavage be-
tween rich and poor states that was to dominate the third period was al-
ready visible in 1960, the East-West Cold War cleavage was the dominant
political concern during the second period.

In contrast, since 1967 there has heen aoweak quasi vegime; the Treedom
of the seas itself has heen challenged. Ambassador Pardo’s 1967 specch
helped to touch off a period of intense conference diplomacy. More im-
portant, it dramatized the prospect of enormous seabed wealth and
focused attention on ocean resource and distributional issucs. Since then,
the oceans have hieen treated less as a public highway from whose efficient
management all states can gain instead, one stale’s pain is often seen as
another state’s loss.
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New states, unbound by the carlier Ceneva conventions, entered the
game, One Tundred and forly-nine states attended the New ,\'ork sessions
of the Law of the Sea Conforence in 1076, but only 51 lm(i ndh.cr‘c.d t(.)
llw. 1958 Geneva Convention on the High Seas (42 adhered o the terri-
torinl sea convention; 34 1o the fisheries convention; and 50 to the conti-
nental shelf convention). The issnes of deep scabed resources and the
technical developments in ollshore drilling and tanker construction raised
new problems about the “middle and boltom” of the occans. Less d(:\‘/cl-
oped countries, fearing that the global commons would be exploited solely
by the technologically advanced countries under a laissez-faire rcgimg
tended 1o stress hroad extension of national jurisdiction or a strong intcr-,
national regulatory body. The United Nations General Assembly declared
the deep seabed Lo be e “common heritage of mankind.” China argued
that the [reedom of the seas was upheld by both superpowers mercly&u'; a
pretext for superpower “hegemony and expansionism in the oceans a}\(l
their plunder of the marine resources of other countrics.” ™ Countries like
C:}nn(lu and Austratia, which during the Cold War era were closely allied
\»"11]1 the maritime powers on oceans (uestions, switched to n more coastal
view of their interests, And even in the United States and Britain impor-
tant groups like oil companics and coastal fishermen graduuﬂy’ gained
support for wide extension of jurisdiction, Although only a quarter of all
constal states eluimed jurisdiction of twelve miles or beyond in. 1960, more
than half claimed such jurisdiction in 1970, Between 1968 and 1972 ’a]nne
lhfz number of states claiming twelve-mile territorial seas increased from’
thitty-one to fifty-two, and the number of states claiming two hundred-
mile territorial seas increased from five to ten,

A's important, however, as the extension of jurisdiction in the third
!l)‘(l-.rm(!‘ was llm. challenge to the very principle of freedom of the seas,
ur an ¢ alive regime. The principle of res nullins was
challenged. "The most influential hroad notion that evolved over the Tast
;\lccudu was “the claim to ocean space” conveniently expressed in the 197;0
(lll::llllll(‘::('l:]i: ‘{)C(',;hl'l':l'll.()llll,‘\V]ll'(l,‘]‘l' stales l'h.ul "i.l" nations have the right to
ch of the sea and seabed near their coasts as they deem neces-
sary to proteet their actual and potential offshore wealth.” ™ Ty accord
with the dominant international philosophy of developmentalism, new
goals such as potential national wealth rather than tradition dcl'cnlsc ;>1'
general world wellare were asserted as the Dasis of rights i;) the us'c: of
oceans space and resources. .
q ‘As E(lnm(lnr's forcign minister said in 1976 on hearing that the American
":,llzl:f'l‘.::,l }}‘.::‘("3”: Ii:ILI)]rP:;(:C."I.."g ./?n.]f:r.i(:-un ﬂishcri'(‘s juriS('licli(m to 200
e, “lror | Is highty satislactory to see it becoming clearer in
e international conscience Wt it is the sovereign right of each country
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complex interdependence reflects significant aspects of reality, the realist
formulation und realist predictions will require stbstantinl modilication.
Wo should also ask whether world polities in the Lvo issue areas is chang-
ing. Has force become less uselul duiing this C(!Ill’llll‘)’?

In the oceans space and resources issuc arca, force plays a much more
direct role than in the monctary vealm, And beeanse Loree in the oceans
aren has traditionally been used overtly, through the exercise of naval
power, changes In its use are casier to discern,

The oceans ssuc area, s we have defined it is contered on the peace-
time use and regulation of oceans space and resources. It does not include
those aspects of strategic politics between major powers that take place
on or in the high seas except as they afleet the peacetime use of ocenns
space. Clearly, the oceans are a crucial arena hoth in the nuclear balance
between the United States and the Soviet Union and for projecting con-
ventional force to distant areas. Missile-carrying submarines, free to hide
in the vast oceans space, are necessary for o sceond-strike capability.
According to one source, “since 1945, the U.S. Navy has cxcrcﬁscd active
suasion . ., . on more than sevenly occasions at all Tevels of intcnsity' and
upon areas of the globe ranging from the Caribbean l(t Nurl‘lf Korea
through Trieste.” ! The visit of the hattleship Missourl to ‘1 urkey in. 1946,
the blockade of Cuba in 1962, and the movement of the Sixth Fleet during
the Jordanian crisis of 1970 are three prominent examples of the successiul,
American use of naval forces to achieve scewrity objectives in the postwar
period. Recently, the Soviet Union has enlarged its surfuce navy, ap-
parently trying to improve its ubility to intervene militarily or to show the
flag for political purposes in widely scattered arens of the world,?

These important military uses of naval forces obviously intrude on the
bargaining over a regime for oceans space and resonrees, The 1958 Geneva
Conference cssentially sidestepped the issue of nuclear testing at sea; and
both the 1871 treaty on the peacclul vses of the seabed and the Law of
the Sea Confercnce avoided restricting underwater listening devices used
in antisubmarine warfare. On the other hand, potential restrictions on
naval navigation on the surface and on submuwrines through straits have
been important in bargaining, heing treated as nouncgotiable by the
United States and Soviet Union. But although naval interests remain
powerful in determining the position of the superpowers, navy dominance,
at least in the United States, has declined somewhat since 1970. The
American position announced in May 1970, with its strong free scas
orientation, bore a strong navy imprint that hecame Dlurred as domestic

_ economic interests hecame more assertive.

The long-term trends in the use of force in these two issues have heen
diffcrent for large and small states. At the beginning of this century, force
was used infrequently but eflectively by great powers, particularly Britain
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and the United Slates, to deter smaller states that might have wished to
make incursions on the free seas regime, During the interwar pcriod,
conflict arose hetween the two nmjor naval powers, when the United
States used foree o curtail transnational smuggling, Britain compromised
on the resulting American extension of antismuggling jurisdiction. Some-
times great powers ased naval foree against smaller ones: Britain used
force Lo ensure the passage of Tood ships through a Spanish blockade dur-
ing the Spanish Givil War® Yet, more significant In light of future trends
was the use of foree by weaker naval powers in disputes with Britain und
the United States. The Soviet Unlon used forco against British trawlers off
its coast, Canada scized four American trawlers, which, along with the
American sinking of a Canadian ship, created diflicult disputes in Cana-
dian-American relations in the 1930s. Ecuador levied fines on an American
ship in 1935; the United States did not use foree to reply, because it saw
the Ecuadorian Foreign Ministry s a transgovernmental ally against the
Eeuadorian War Office.?

Since World War 11, the large powers generally have not used force in
conflicts wilh small states over oceans resources. And although on several
aceasions the great powers used foree or threats of force to defend their
military navigational rights, these efforts have not always been successful.
I 1946, « British naval foree made a costly effort to assert that the Corfu
Strait off Alhanin was international waters, In 1958, the United States sent
a naval force trongh the straits of Lombok to protest Indonesin’s claim
that it was territorial waters.” The United States and Soviet Union have
refused Lo recognize Indonesian and Malaysian jurisdiction over the straits
of Malacea, Between 1957 and 1967, Britain and the United Stales used
naval gestures to counter Egyptian restrictions on Israel's navigation,
particnlarly in the Straits of Tiran, but these efforts were not successtul,
As one observer wrote in 1967, “The threat of purposeful force (deseribed
by the Egyptian Forcign Minister as gunboat diplomacy) was not pursued
and, in the event, did more harm than good to British and American
interests.” ¢

In 1968, the United States failed to respond with force to North Korea's
seizure of the clectronic surveillance ship Pueblo; but in 1975 it responded
with force to the Cambodian scizure of the freighter Mayaguez. The
special circumstances of the Mayaguez case illustrate the limits as well as
the possibility of the use of foree to defend navigational rights. Force was
used by a great power that refused to recognize an extended lerritorial
claim hy a small power, but the political costs were fairly low. The United
States had no diplomatic or other relations with the new Cambodian gov-
ernment that would be jeopardized, and large segments of domestic
opinion, resenting a recent defeat, were ready to support rather than
criticize a short, sharp retalialory measure, Indeed in the Mayaguez case,
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force may have heen used less to defend thie rights of Anericiar merchant
ships on the high seas than to indicate continued United States determina-
tion to defend its interests in the wake of the defeat in Vietnam. 1 that
was the case, then oceans space and resources were only langential issues.

In contrast, small states have rather frequently used foree to exlend
exclusive coastal state fishing rights Turther and Turther from the coast, ot
to assert extensive jurisdiction over large wreas of adjacent ocean for
cconomic or enviroumental purposcs. “Gunboat diplomacy™ by great
powers has largely been replaced by the gunboat diplomacy of small
powers, Seizures of American tuna boats by Feuador and Peru or lee-
landic harassment of British trawlers — rather than naval demonstrations
by Her Majesty’s Navy — have become symbolic of the use ol foree on
oceans space and resources issues. Indeed, Britain found its mild use of
force both costly and incffective in its cod war disputes with Iceland.™ In
addition to the cases already mentioned, force was nsed successfully in
postwar fishery disputes by Brazil against France; by Argenting against
the Soviet Union; and by Korea, China, and the USSR against Japan. A
1969 naval display by the USSR off the const of Ghana was at least partly
designed to speed release of Russian trawlers that Ghana had held for
four months.8 In general, however, the experience of Soviet willingness to
use [orce in seearing its oceans inlerests is o “fuirly consistent record of
accepting the selzure of property and the expulsion and even loss of
personnel in the interests of longer term foreign policy objectives.”

Although political processes are usually more complicated than statistics
indicate, in eighty instances of postwar usc of naval force up to 1970 (ac-
cording to one admittedly incomplete list) fourtecen wero over the peace-
time use of oceans space and resources, Of these [ourtcen, small powers
used force successfully in slightly more instances than did great powers,!”
Such numbers can be misleading, for where delerrence is at issue, the
absence of incidents may be a tribute to the clfectiveness ol force, Never-
theless, the fact that hoth small-power extensions of jurisdiction and inci-
dents over such extensions increased indicates a decline in deterrence by
the great naval powers, which had carlier preserved the peacetime oceans
regime.

The changing role of force in peacetime oceans issues and the contvary
trends for large and small states corresponds Lo our general discussion in
Chapter 2. One causc is military technology. Not only are nuclear powers
deterred by risks of escalation, but more recently the possession of surface-
to-surface antiship missiles by some forly coastal countries has raised the
potential military costs of action by distant-waler lleets. General norms
against the use of force are a secondd cause of the change. A foreeful re-
sponse by a big state in a fishery dispule often makes it appear as an un-
reasonable bully, as the British discovered in the cod wars, Finally, and
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perhaps most important, the great powers’ altempts to use force often
hinder the attainment of their extensive goals outside, as well as within,
the oceans issue area, This effect inhibited the United States’ nse of force
b its fishing disputes with Eeuador and Peru, and scems to have aflected
Soviet behavior as well,

Thus the role of force has changed in the oceans issue area. It is less
central wnd no longer reinforees the dominance of powerful states. The
crosion of the [ree seas regime enforced by great naval powers has not
only given small stales some leeway for using force; it has allowed them
to raise additional issues of resource exploitation that were discouraged
under the old regime, Technological change has contributed to the devel-
opment of other issues, having to do with recovery of minerals from the
scabed, oil drilling, and protection of the oceans environment — none of
which have been resolved by force.

The conclusion to be drawn about trends in the use of force is complex.
The oceans remain strategi wlly important, and this use has indirectly but
strongly allected hargaining on issues of oceans space and resources.
Military force also continues to divectly affect these issues, although here
the dramatic chaunge is from the use of force by great powers to reinforee
a regime (and therefore to maintain deterrence) to the use of force by
small states (o erade the established free seas regime by extending their
jurisdiction. In recent years, however, many issucs have arisen, partly De-
cause of technological change and partly hecause of the erosion of the
established regime, on which foree is not cllective.

The complexity of these patierns means that any general judgment
about the role of force in oceans issues must be heavily qualified. Never-
theless, one can conclude that the actual situation in the oceans issue area
lics somewhere hetween complex interdependence and realism: force is
uselul on particular questions, o asionally, hut is not the predominant
factor determining ontcomes, In addition, force scems to be important on
fewer oceans issnes than it was hefore 1945, and on many conflicts it is
not usable at all. Thus this condition of complex interdependence is ap-
proximated more closely for the oceans issue area since 1967 than earlier,
particularly than hefore World War LI

The use or threat of force has always heen less evident in international
monelary issues Uhan in oceans space and resources, In this respect, the
politics of money has always approximated complex interdependence bet-
ter than the politics of oceans space and resources. There is no evidence,
for instance, Uhal governments during peacetime have ever threatened
the direct use of force to change exchange rates, to induce other indepen-
dent governments to hold pnrliéulzu' currencies, or to secure support for
preferred monctary regimes. That is, the agpressive use of force — directly
threatening to attack a country if it does not follow particular interna-
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tional monetary policies — seems to be exceedingly rare if not nonexistent,

On the other hand, the politics of money is not completely isolnted
from the politics of military force. Monctary instruments have ocensionally
been used to achieve political and security goals. Jacob Viner concluded
that there was substantial truth in the generalization, for the pre-1914
period, that “diplomacy exercised a controlling influence over prewar
international finance.” ¥ Germany's cconomic dominance in southeastern
Europe in the 1930s was used to reinforce its political and military
power.!? The United States’ 1947 decision to cease demanding full con-
vertibility of the pound and to provide increased aid for the Brltu:'h
economy was motivated lm'gely by sccurity concerns.'® Conversely, in
1956 during the Suez invasion, the United States refused to support the
hard-pressed British pound unless Britain changed its Suez policy."

Occasionally, the links have gone the other way. Military instruments
have indirectly been used to achieve international monetary objectives.
While Britain retained its empire, the colonies were a source of strength
for the pound, since London essentially determined their monetary poli-
cies. According to Susan Strange, in 1957 Britain dircctly linked military
protection' of newly independent Malayn to Malayun support for the
pound.’ In 1966 and thereafter, the United States linked its continued
military role in Europe with German support for American international
monetary policy.¢

These cases indicate that international monetary issues are not entirely
divorced from military security politics. Yet the uses or threats of force (or
the threat of withdrawing military protection) are few. Much more fre-
quently, the policy instruments used in bargaining over international
monetary issues have come from within the issuc area itself or from
closely associated arcas such as trade policy. In the 1920s, when the Bank
of France put pressure on the pound, the British Treasury hinted that it
might present the entire war debt of France to Britain for collection. As
Governor Moreau of the Bank of France confided to his diary: “The Bank
of France incontestably dominates the Bank of England, but the British
Treasury dominates the French Treasury, so that when we put pressure
on the institution of Threadncedle Strect, M. Churchill threatens M.
Poincare.” 17

In the 1930s, monetary and trade mcasures were closely linked: at the
London Economic Conference, trade issues could not be settled until
monetary uncertaintics were cleared up.'® After World War 11 this con-
nection continued, as the United States sought hoth a nondiscriminatory
trading system and currency convertibility at pegged rates. In 1971, Presi-
dent Nixon and Treasury Secretary Connally employed both monctary
and trade instruments to compel a devaluation of the dollar; but they
used no explicit threat of force or of withdrawal of military protection
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from America’s allies, Throughout the ffty-six yeurs under review, eco-
noiie justriments - within the monetary issue area or in related arcas —
have heen more uselul than foree (n international monetary allairs, Thus,
regarding the role of force, the international monetary issue area conforms
more closely to complex interdependence than to the realist ideal type:
but nu clear or dramatic change has taken place over time.

Absence of Hierarchy among Issues

The oceans issue area has not exhibited a consistent hierarchy of issues.
Coastal interests were powerful in the interwar period, and led to the
1945 Truman declarations. Although sccurity concerns were dominant
during the Cold War, the hicrarchy of goals has been challenged by new
issues that dillerent organizations or groups regard as more important.
The navy’s desire lor freedom of action, for example, has not always had
higher priority than economic Interest in exploiting oceans resources or
ceological concerns nbont pollution. The navy, large oil corporations, and
the Sierra Club often disagree; and the United States government has not
been able to maintain a consistent hierarchy among the various issues,!?

The increased complexity of oceans space and resources issues is indi-
cated by the agendas of international conferences over the past half cen-
twy. There were six substantive agenda items at the 1930 Iague
Conference. The 1958 Geneva Conference, which produced four major
conventions, was based on an International Law Commission draft with
seventy-three prepared articles. At Caracas in 1974, there were about
twenty-five major items and nearly a hundred subissucs, Moreover, there
were more contentious items at Caracas.

The increased number of oceans issues is also evident from the perspec-
tive of American foreign policy. As Table 4.4 showed, from 192045 the
issue area for the United States consisted of two major issues (coastal
fisheries and infringement of navigation to enforee antismuggling mea-
sures) and a hall dozen minor ones. From 1946 to 1966, smuggling dropped
out, but continental shell resources, distant water fisheries, and breadth
of the territorial sea brought the total of major issues to five. From 1967
to 1972, as Table 5.1 indicates, attention to oil, deep scabed resources,
pollution, and overall regime questions increased dramatically,

These issues have bhecome more closcly interrclated in the most recent
period. There has heen a compression of policy space as more agencices
Lecome involved. In 1968, the Interagency Task Force on the Law of the
Sea consisted of three departments: delense, interior, and state. By 1975,
thirteen agencies were involved.® There arc two major rcasons for this
growth and linkage of issues: technological change and international
regime change. Figure 5.1 illustrates the role of regime change. Based on
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TABLE 5.1 AVERAGE ANNUAL REFERENCES TOQ
SEVEN OCEANS ISSUES

Percentage
of increase

1946-66 1967-72 between periods
‘ 852
Regime 1.7 14.5
Fis?l 10.4 263 f;g
Navigation 8.3 15.5 o
Pollution 1.5 13.8 o
Science 4.2 13.3
oil 6 45 750
Minerals 9 10.3 1144
Total 27.6 98.2 363

Source: Statistics are calculated from Department of State Bulletin, 1946-72,

FIGURE 5.1 Percentage of references to six oceans issues including linkages to
other oceans issues
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all oceans relerences in the Department of State Bulletin since World
War 11, it shows how simultancous references to different issues rise dur-
ing periods of international negotiation over regime change.

As indicaled in Chapter 4, the international monetary system also in-
volves technically complex issues. Howover, the issues in this issue area
have generally heen more Lightly linked and have been very consistent
over time, "The 1972 Annoal Report of the United States Treasury Depart-
menl, for instance, listed the lollowing live issues as needing world deci-
sion at that time:

L Means of defending stable exchange rates and convertibility.

2. Proper role of goll, veserve currencies, mud Special Drawing Rights
in the system,

3. The appropriate volime of liquidity.

4. The permissible marging of fluctuation around exchange rates.

5. Other measures dealing with licuid capital movements,?!

With the exception of Special Drawing Rights, all of these issues were

important in the intermational monetary deliberations of the 1920s and
1940s. In the 19705 however, poor countries proposed that the interna-
tional monetary system he used to transfer resources, by linking drawing
rights and aid, using the sule of gold from IMI® stocks to assist less devel-
oped countries in balance of payments dilliculty, and liberalizing the
rules for horrowing from the TMIF, Although the United States and other
major industrialized countrics regarded these issues as being of secondary
importance in creating a new monetary regime, they took up increasing
time in the 1970s. Indeed, in January 1976, provisions o accommodate the
demands of less developed countrics were among the most controversial
issues facing the Tnterim Commitlee of the IMF,

Over the Jong term, some changes have taken place in the relative im-
portance of dilferent types of issue. These changes are shown in Table
5.2, in which the concerns expressed in Uniled States Treasury reports
are in three clusters: (1) financial flows in the international monetary
system, other countries” actions, and unilateral United States actions
(here the United States is an observer of the system, and an actor; but
principal emphasis is not on its cooperation with other actors); (2) United
States bilateral agreements and arrangements; and (3) multilateral agree-
ments, institutions, and arrangements.

Several trends are noliceable from Table 5.2, Most dramatically, the
proportion of attention devoted to mu]tirmtiopal allairs has risen from
zero in the reporls of the 1920s and 19305 to about one-quarter in the
1940s and 1950s, 35 percent in the 1960s, and over half in 197072, Bi-
lateral agreements, which received considerable altentionin the 1930s,
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TABLE 5.2 ATTENTION TO T'HREE TYPES OF ISSUES IN LS.
TREASURY ANNUAT, REPORTS (BY NUMBIER OF IPAGES)

19705

Type of issue® 19205 1930s  1940s 19505 19605
IFlows 2.65 0.17 2.45 2.50 5.78 7.10
(lomh @6y (5D BN (59 (46)
Bilateral 0.0 0.2 1.05 0.60 0.55 0.20
(54) (23) (14) (6) (€3]
Multilateral 0.0 0.0 110 1.25 3.43 8.30

(24)

(29) (35) (53)

a. Sce text for definitions of these types
b. Number in parentheses is the percentage of total for that decade,

19405, and 1950s, have been relegated to a minor role, T general, emphasis

“on the regimes, and how Lo improve or construct them, has inereased, as

opposed to the earlier focus almost exclusively on financial flows and
American actions wilh regard to them.®

On the whole, however, foreign policy agendas have heen allected less
hy the proliferation of international monelary issues or by aloss of hier-
archy wmong them than by varintions in (heir salience over time, When
these questions, and other economic issues, have been less controversial,
military sccurity has tended to dominate foreign poliey and a clear hier-
archy of Issues appears to exist. On the whole, issues were ordered this
way during the 1940s and 19505, hut that was an exceptional period. Tn
the 1920, international monetary policy was the subject of major political
decision in Britain and FFrance, and a significant source of contention he-
tween them. In the 1930s it became highly salient politically for the
United States, too. In 1933, as Ierbert Feis comments, it was the “storm
center of our foreign relations.” ¥ Despite the very important deliberations
at Bretton Woods in 1944, international monetary allairs were eclipsed
during the 1940s by World War 11, and later (alter a short period in which
security fears were somewhat muted) by the Cold War,

¢ Discussions in the US, Treasury Department anmial reports were also eoded accord-
ing 1o whether they relersed entirely to direet United States concerns with balance of
payments, the value of the doflar, and other national issnes, oc whether they dealt
with ¢nestions of the international wonelary cegime and sehemes for its reform,
Systemic veform references were nonexistent il 1940, but between 1943 and 1955
always constituted (in terms of pages) at feast a quanter of the atlention paid in the
reports to international monctary alluivs. They then disappeared from the reports untit
1965, after which they rose rapidly to hold, by 1972 (the last year reviewed), the most
space in the section on international monctary relations,

THE CONDITIONS OF COMPLEX INTERDEPENDENCE | 109

During the past decade, political attention to monetary issues has been
alanhistorie Bigh. Brom the viewpoint of the agendu of American foreign
policy, and the apgedas of other major eapitalist countries, this emphasis
contributed to the apparent proliferation of “new issues.” In the monetary
area, the issues are not new hat have become highly salient alter a period
of (lnrm:lnv)'. At times of. aajor-decisions and crisis, such -as 1925, 1933,
w1971, international monetary policy has always been high politics. Bul
when erises subside and new regimes, or new national policies, are de-
vised, the salienee of these issues declines, Thus patterns of hierarchy
among issues change as periods of erisis come and go.°

Multiple Channels of Contact

In both the oceans and monetary issue areas, opportunities for interaction
between governments, at various levels, have increased drnmaliczllly since
1920, In the 19205 most relationships in these areas were bilateral. Few
oflicials from major countries knew each other well and met [requently.
Only a Tew govermments were involved, and their bureaucratic structures
in these issne wreas were ¢ite simple. Over the next filty years, multi-
lateral ties, often through international organizations, proliferated; the
burenueracies coneerned with these ssues grew much larger, and, in the
oeeans ease, mucl more numerons. Intergovermental chmels of contact
therefore inereased dramalically.

The vumber of internationn] organizations involved in the oceans issue
arca nearly quadrupled, from five during the first period to nineteen at
the beginning of the thivd, The number in 1975 was cdose to thirty if one
includes regular conferences, interageney coordinating bodies, and minor
fisheries commissions.® 1n the monetary arey, the proliferation of organi-
zalions was less sbriking, hut the growth of communications networks
among oflicials even more so. By the late 1960s and early 1970s four im-
portant inl(srgnvvrlmwnlnl organizalions npcrnlcd in the monetary area:
the Bank for International Settlements (BIS), founded in 1930; the Inter-
mtional Monetary Fund (EIMT), founded in 1944; the Organization for
Eiconomic Cooperation and Development (OECD), founded in 1961 in a
reorganization of the old Organization for European Economic Coopera-
tion (OEEC): and the Monetary Comittee of the EEC, As importaut {or
® Major political figures in the govermments concerned, including heads of government,
have always been imvolved in monelary issues al these thues, An anulysis of the rela-
tive attention paid to inlernational monelary issues in the New York Times sinee 1013,
however, indicales that the atlention paid o those issues in the late 19605 and carly
19705 was the highest, by Tar, during the period (as” measared by the proportion of
space in the New York Times Index dovoled to the issne). Similar results are found
for the WS, Treasury Department anneal reports for the same period; and for the
Department of State Bulletin sinee, 1917, Data are available from authors on request.
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policy as any of these was the less formally constituted Group of Ten, a
combination of the major OECD countrics who participated in the Gen-
cral Arvangements to Borrow iu 1962 Becanse the IMIT v OLCDH
created committees and working parties from time Lo time, and because
memberships — both for states and individuals —on the various bodies
overlapped, the elite network structure was actually miuch more complex
and the opportunity for transgovernmental contaets was greater than this
listing of the organizations indicates. In view of the complexity of arrange-
ments, and the multiple roles of participants, it is not surprising that
negotiations on monetary reform are somelimes characterized as heing a
“financial circus.” 26

Nongovermnental channels of contuet have also fner
Belore 1945, the major nongovernmental interesls on oceuns issnes were
those of fishermen (who traditionally have been nationally oriented) and
shipping firms, which were organized transnationally into liner conlerences

d in hoth areas.

1

and other cartel-like arrangements, Since 19453, multinational oil cony

panics and mining firms, as well as transnational groups devoted (o science,
ceology, and world order, have joined the traditional shippers and fishers
hoth in using the oceans and in making political demands on governments,
There has been a rapid growth and diflusion of transnational aclivity in
the oceaus, particularly since 1945,

As transnational ecconomic activity increased, so did transnational politi-
cal activity and contacts. In the 19205 and 19:30s, smugglers had inin-
tended political effects, and coastal fishermen deliberately  influenced
policy, but neither were transnational organizations. "The Institule of Inter-
national Law and the International Law Association publicly supported a
three-mile limit, The International Maritime Commitice organized discus-
sions that helped to resolve the less controversial legal issucs related to
navigation and shipping,

In the second period, transnational political activily hecame more ox-
tensive, Oil companies worked through their lawyers’ membership in the
International Law Association, which influenced the International Law
Commission’s work on draft conventions for the 1958 conference, Scien-
tists organized transnationally in the Scientific Committee on Oceans Re-
search (SCOR) and successfully pressed their governments to create the
International Oceanographic Commission (I0C) to coordinate Targe-scale
oceanographic research. World order groups worked transnationally to
promote a stronger international regime.

Since 1967, there has heen even more political activity by transnational
organizations. Oil and mining companics have lobbied in various coun-
tries for their policy preferences. The International Law Association has
taken stands very close to the positions of these two industrics. Joint ven-
tures have been started by mining companics in order to broaden their
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political support in major countries as well as to spread their economic
risks.®® Scientists have done some cantious lobbying, and groups promot-
ing world order goals have organized various unofficial conferences and
discossions to disseminale it Views, 2

In the monetary issue aves, on the other hand, we .do not find such
steady growth in the importance of transnational actors and contacts.
Transuational actors were aly sady very important in the 1920s. American
bankers were prominent actors on the international scene, floating publicly
olfered Toreign capital issues in the United States between 1920 and 1931
of over $11 hillion.2® Politically, they were cqually important, because of
the official disinterest of the United States government in getting formally
involved with FBuropemn reconstruction, J. . Morgan and Company was «
major actor i the monctary history of the 1920s: as one author puts it
“The vacuum left hy the United States authoritics was filled hy J. I
Morgan & Co." 20

After the 1929-31 crash, the importance of bankers such as Morgan
fell dramatieally wnd transnational relations remained clearly subordinate
to government policies for over a quarter century, Only in the late 1950s
and 1960s did the arge-seale return of American banks Lo LEurope, and the
spectacalar growth of multinational enterprises, return transnational actors
to great prominence in the international monelary system. The growth of
the Turodollay kel 1o the vicinity of $220 Dbillion in 1974, and the
growth in deposits of the lop twenty American multinational banks to
$57.9 billion (30 percent of the combined head office and branch total) in
1972, indicate the magnitude of the phenomenon, Furthermore, the change
had heen rapid: ten years carlier, the Eurodollar market was miniscule,
and in 1965 only 6 percent of the deposits of those twenty banks were
held abroad.»

The monetary area, like the ocenns issue aren, shows a clear trend
toward he increased importance of large, sophisticated organizations in
transmational activity, Banks and multinational corporations have become
more significant, In the 1960s, the cxpansion of American banks abroad
was particnlarly rapid, Among banks, there is great diversity, from huge
banks such as First National City Bank, with hundreds of branches around
the world, to smaller hanks that participate only peripherally in the inter-
nalional monetary system through correspondent relationships. The largest
hanks influence the operation of the monctary system most strongly and
have the greatest stakes in it, rather than individual speculators. Finally,
from time to time, transnational networks of professional economists have
Played a significant role in the international monetary system. In the 1960s
and early 19705 cconomists seem to have legitimized the idea of flexible
exchange rales o bankers and policymakers, partly through conferences
held in Ewropean spas, and partly as a result of the fact that major policy-
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Some transgovernmental relations in oceans polities take place directly
between governmental subunits. The British and American navies regu-
larly keep each other informed.* Osgood reports that Indonesia and the
United States have probably avoided a confrontation over straits by close
navy-to-navy relations.*® Close navy-to-navy relations also helped prevent
escalation in the Brazil-United States dispute over shrimp fshing in the
early 19705 As we saw above, in an carlier period, the United States
geared its actions to n split within the BEeuadorian goverment over ex-
tended limits. In the antismuggling dispute with Britain in the 19205, hoth
the British and American governments were internally divided, and there
may have been some transgovernmental eoordination among “soft-luers.” %

It is large-seale conference diplomacy, however, that Tas ereated many,
perhaps most, of the opportunities for transgovernmental relations in the
oceans aréa. As oceans issues became politically more salient, n wide
range of groups and agencies from pluralist industrial societics increased
their pressure for representation on delegations, At the Caracas law of the
sea meetings, the United States delegation numbered 110 (of which only
20 were from the State Department) — n virtnal conference within a con-
ference. The efforts of the secretary of stale to ent the size of the delega-
tion still left a delegation of over eighty nt Geneva in 1975, The ability of
the United States government to bargain cllfectively was limited by thése
transgovernmental contacts: “Some U.S, delegales have misrepresented
views of forcign governments within the delegation, others have taken
positions with foreign delegates contrary Lo oflicial policy. Unauthorized
leaks of U.S. fallback positions have not been uncommon.” * Somewhat
more subtly, the various “clubs” of delegates with similar functional inter-
ests in fishing, navies, oil, mining, and so forth that were established as
part of the informal conference diplomacy set up regular channels of
communication that cut across and created tension within the already
fragmented national positions. Many of the smaller and poorer states had
simpler positions, which were thus less aflected by these transgovern-
mental contacts. In large-scalc conference diplomacy, transgoverniental
contacts helped the small and poor to penetrate the Targe and strong more
than vice versa.

As expected, in the international monetary issue area transgovernmental
relations were most prominent in the 1920s, and then again in the 1960s
and 1970s. During the 1920s, the most important transgovernmental rela-
tions took place between Montagu Norman, governor of the Bank of
England, and Benjamin Strong, who headed the Federal Reserve Bank of
New York.® ® Both men helieved in the gold standard and in the propo-
¢ The Bank of England at that time was still privately owned, but it clearly performed

a governmontal function and waus part of the British policynaking wetwork, Thus
interactions between Strong and Norman are considered “transgovermmental.”
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sition that centyal hanks, working logether indcpcndeutly of central

ernmental control, showuld make inicrnntionul monetary  policy ‘IF(TV
conmu.m heliofs provided o strong basis for their c()opcmti(.\nl but .br(.)u“rl.?t:
‘l_'hcm tito peviodic conflict with their treasuries. The CCl'ltl'lll Imnkirw
uv(.).n.'vd generally restyictive monetary policies, but fenred that domesti;'
political pressures would prevent sueh policies, Yot such pressures could
be ameliorated by cooperation: among them, In Dcccmi)(:n: l‘)é4 for
example, Strang cabled Norman about a possible % rise in the

e ercent rise in the
New York Foder: Cor i o D ] ‘
w York Faderal Reserve Bank discount rate, usking whether Norman

[;rvfcrrc(l to go (iu_'sl'. Norman replied that he preferred to follow New York
(he would raise ln_.*:'rul'o I pereent to New York's % percent) “and so appear
lf’ hitve onr hand foreed by you" 0 Iy 1930, when the Bank for Interna-
tlmmlrScl'l'lcn;mnts ](HIS) was heing established, Norman tried to “work out
some torm of words that would place the Bank be !
somo form o I yond the reach of Gov-
?30[!1 the cxkjnl'.(n which central hankers thought in transgovernmental
lunp. unfl their nereasing incllectiveness ay Bovernments took greater
u.m.lml of policy in the 19305 and as problems involving military force
wrose, are llustrated poigmantly in a reminiscence from Hjalmar Schacht:

I'he more (-t.m(lllimm in Germany approached o climay, the greater my desir
to make use of my conucetions in Basle as a means of pr'cscl'vingl ("lc-cy ln'usl;l\('1
cowrse of the simmer |of 1938] therelore 1 asked my British collea ?uc‘- l\:lonll 'L
an'm:m. \v.hcllwr it would nol he possible to briug British, policy lf‘mr(" inlo ;i!.‘It
witlt my eflorts to mnintain pesce. Hitherto, Britain's policy had appeared 1o ll)l:z

to 'L‘HVI,‘ l”llcl it [l'(,‘(‘. Ililll(] m r("'bi I fi hirs, W cn 1 <« an agy )
1 allairs, h 0 | met N orman again f¢ {11
\V(‘.(‘.k.s ]ul(\.l' he said: & g l

w
I discussed your ili i ille C i
) socd )oul'suggchlmn with Neville Chamberlain.”
And what was his reply?”
fepyel ) Y .
' ‘Ilf.\ reply was, *Wh ig Sehacht? 1 have to deal witly Iitler,!
I'his answer caused e considerable astonishment 42

Transgovernmental activily seems to have declined precipitously durin
the 1930s. Crises foreed governments to turn their attention to int.el('nntion'l%
monetary policy: and the depression diseredited bankers, including Cel(l
tral baunks, National policies, directed and implcmente(,l by 7()]i&t,ic'|l|:
responsible officials, hecame predominant, The importancc)()fl trc'l's'urzl
dcrltnrlmcnts waxed: that of central hanks waned, 1 o

,l.he network of ties among international mouetary officials, which was
revised slightly in the late 19305, began to be rebuilt during th’e war years
when plans for Postwar reconstruction were made in Washin tm; qiui t'
Bretton: Woods. ™ As the Bretton Woods systém was gn\dug'\ll' ‘im )l"l
mented  ties among financial officials increased, Deputy cciltgnl b!mel;
governors met frC([ucnlly at the BIS; they and their counterparts in ﬁuu;we

"
i



118 | COMPLEX INTERDEPENDENGE IN OCEANS AND MONLY

ministries got together under the auspices of the Group of Ten, the QECD,
and the Monctary Committee of the BEEC. Strong personal [riendships
were developed hoth at this level and among finanee ministers themselves;
and considerable collegiality and esprit de corps seems {o have devel-
oped.*®

As monetary issues became more politicized during the late 1960s,
transgovernmental coalitions became more diffienlt 1o maintain, As Rus-
sell comments, “Central bank cooperation and trunsgovernmental coalitions
of central bankers receded into the political background as govern-
ments became directly and intensively engaged in hargaining over ex-
change rates.” 1¢

A Tow point of transgovernmental cooperation among treasury oflicials
was reached during John B, Conunally’s tenure as United States sceretary
of the treasury. Connally’s deseription to a congressional committee of the
1971 Smithsonian negotiations gives some indication of how far his ap-
proach was from the collegial norm: '

In the Rome meeting when 1 suggested the possibility, not necessarily offered
it, when I merely suggested the possibility of a ten percent devaluation, there
was a stunned silence for 40 minntes by the clock. Not a word was said, in an
entire room full of people. Not a word. )

Finally one of the ministers spoke up mised said that s lotadly unacceptable;
we can't agree to that; 5 pereent wonld be the most we would be willing to
aceepl, . . . So then we went from there o whese we finally wound up in

the Smithsonian al 8.57 percent,”?

But neither Connally nor Connallyism lasted very Tong. Counally’s suc-
cessor, George Schultz, had much closer relations with his counterparts.
Transgovernmental policy coordination among finance ministers continued,
and the network of ties among central bankers remained. Bven in the
autunm of 1971, there was some truth in the jest of a British minister that
“whatever diflerences we Finnnee Ministers may have, (o he together with
one’s fellow suflercrs and far away from one’s spending colleagues at home
is a most agreeable experience.” ™ Richard Cooper has argued that the
subsequent deliberations of the Committee of Twenty on reform of the
international monetary system were organized partly to facilitate and
legitimize a transgovernmental - coalition ol finance-oriented  ministers
against more expansionist domestic prcssurcs."“

This discussion indicates that our expectation from complex interde-
pendence — that transgovernmental politics would make it difficult for
states to pursue clearly specificd goals —needs qualification. Under some
circumstances — when domestic interests are sharply divided, issucs are
diverse, and the attention of top political leaders is not focused on the issues
— transgovernmental coalitions can make state gouls difficult to define.
We saw this cffect in the international monetary area in the 1920s and
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in oceans during the Tate 19605 and 19705, Yet when domestic interests av
!:m'ly consistent and the top politieal leaders highly coﬁccrncd '1i)(>.l|.L' ;]llf
1ssues, governments still may pursue coherent poﬁcy goals cv(cn und':
condilions of complex interdependence. The coherence of ;t'ltt‘ roals i
made more problematic by complex interdependence; bul’. l:t 'is[-‘bd'h 0
means (".xc.lud('d. Transgovernmental policy coordinntio,n seems to bza 11:10
!wrvnF in cqmplcx interdependence; but transgovernmental coalitions

in wl.nch diflerent sectors of government work for conflictin )oficv ol_-
by aligning themselves with agencies from other rovernmenél— ¢ fg 3 ;
only under some conditions.™ & T o

Instruments of State Policy

Under realist conditions, one expects military force, whether used directly
or I))f linkage, o be the most eflective inslrumént,of state )olilc g Uccd )'
conditions of complex interdependence, manipulation of cc%)nonzi.c ill:l ‘Crl
l(}'(:}?(:nflluncc in the issue area and of international organizations and tl‘il:;S:
s[‘"ll:‘:.n.;;m.lll(:(n.s are cxpected to be more important for achicvement of
),,ﬁ: ,wltl 'l:l?/\('! S(.!(,‘-.H.,. illll‘ll(fl.l.gh .f()rcc remains a potential instrument of state
] ey I oceans dssues, its use has become less frequent, particularly by
lfugu states, The lishery dispute between the United St;\tes and s‘e\)r/er'{l
.ﬁnulh 'Amcricnn slates is illustrative, The smaller states frequcnll‘ usc:d
l()rc(ls in the fishery dispute, but generally against transnational y’lct 'S
(fishing companics) rather than other states. The United ;St'ntes' -;ls ‘ t Ol:
to n.mnipnlule the transnational actors. For example, the Fi‘;]lC;‘n;'l;: ;’l'e(
lective Act of 1954 and its subsequent umcndments’ were (icsi rn‘ ds' -
alternative to using naval foree to protect the American tuln{nl Icl :S I‘r;"
(:nn.lp(\.nsnliug fishermen for fines paid when their boats were ‘sci7f:el' tl )‘
l]lll}(:(l States government diminished their incentive to purchf‘w;: P' f‘ "]L
or Eenadorian fishing licenses that might have implied acee )‘l:l .‘e'l;‘”i‘”
S()u}h Awierican claims o extended jurisdiction, o esepTanes of the
'l'hc smaller states proved maore adept, however, in manipulating tran
ll:ltl()llill'ilct()l's. Not only did the seizure and fine ,procedurc d‘evvl!:) X j tsn
a gun‘lc in some instances, but Ecuador and Peru were able to m(; /{ml:r'o
can fishing companies (half of Ecuador’s tuna industry was /imer” .
owned) and oil companics as hostages and allies. For ex'1n‘1‘)lc “tl l*um'i
(,:()ll'll)ﬂlli(‘.ﬁ lobbied vigorously for Washington to reduce tc;lsi[ Cov “'J lol
Ilshmg dispute for the companics’ sake.” ' When the Uni[o(()lmsg‘l'el' "
X‘,::c[:licd to upplly ef()n]omic sanctions, such as curtailing ai(i, th(:l gt)until
k ricans escalated the issue — for example ling di als :
using the Organization of American States {() ;al(l:;p((i::)lll(')%n(:::l:kc)(l)]:ll(:S .
tion of American “cconomic aggression.” Becanse Americans were C_";“““
tant to escalate, the greater commitment of the South Amcn:cuns ;Ill()e\\:lccd
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them to manipulate cconomic interdependence more successfully in the
iti argaining,
PO;\I;::: ll:;](l)xt\:(;;;l, fl;ccd with the crosion of one 'r('gim(-,'llm gr(.ml' l).()\:rfers
have tried to negotinte an alternative (l||~()||gl| mlurn'nllmml mgmnv/.u.lm;
rather than unilaternl measures backed by foree, Within the (funl('x[l o
conference diplomacy, the United States slf‘mulul(-d“lhu r()l'lllfl.ll;_llll 0 ||-|:
formal groups of delegates in an ellort to (sd.u ate ‘dclcgul'(f? ulm} tu...-
developed countries to the true nature of their specific funclmn:‘l' in 1‘31
ests. As we have seen, however, these l‘mnsgnvcmnwntal cof?t;?cls ]a/u.c
used more successfully by small states than by the United S‘l:;l'cs.‘ mc]‘
generally, as we will explore helow, smaller and poorer sln(c? l!.l;/(t. :l.M:;
international organization as a means of ugmu_!n.sfulun;, anc .l‘ll ;\;Ec.rl.c
political bargaining. Although the rcsid\'m_l ])():\'Sll)llll)’ o[_ .l!m‘ -"Mi (\) i (: :t
by the great powers has alfected bargaining in (’C(Hllls’lhb‘ll},‘h., .tu, we
of force has not been the most useful instrument of states Pohclc.s. oked
In monetary affairs, us we have scen, force has somcl;lmcs I)b'(-.(‘.nl {n l;, !
with other issues to allect state policy. In the 1960s, in particu ‘]n, iu,
United States linked the protective role of force to monctm'y p.()]l(.?'l ‘ n
order to allect European policies. By and large, hu\\:uvcr, ul.h(‘n .H.Sll ;1.
ments have been more effective. In the 1960s, the .Unl.tcd Stnlle.sl hi‘(.:( ]|0
counter pressure on ils balauce of payments hy issuing gu'i( ¢ in'(..:. ()(;.
signed to influence the behavior of American mullhrul‘mnul dun [).()Iﬁl ion e
France, meanwhile, was converting its excess (lf)llurs into gold to mlu.mtl]c’
the United States by manipulating sensitivity ||nl'm'd(-pcmlcncc' .un]( (;1. tu,
rules of the Bretton Woods regime. Later, in .|$)7.I.. lhf-. Uf\lllc( L]lu (s‘
manipulated asymmetries in underlying vu.lnm'ul)lhty lfll(fl((ﬁl)CI/l\( enﬁc
when it ended the convertibility of the dollar into gul'(l. After 1971, mlf“-
can refusal or reluctance to support the dollar in forcign exc‘hnn_gc mar ‘e:s
was often taken as part of a strategy to force ulh.vr (:n'unlrw.s to ?gn?(/ (;
international monetary reforms favored by the United .Stn'tcs. llllcllllil'll'()llll‘
organizations have not been as important in moncy n.«:’ in o(:cz'm:\, 0 w.L
will see below, but states have struggled to ilnl)l'()\'/(‘- their bm‘g'a!nn.lg {7.08'1-
tions by changing membership and Wt‘i_;!,htcd .vntm}!, f()rmuln; in n.\tt.u 1;.\;
tional organizations, and by steering issues m'to (or (')llt of) pmncuxl\
organizational forums. In short, force has he(sn'hnkvd with other ;.s‘?uc.s (Z
affect monetary politics, but, as in occans, it has not been the mos
important instrument.

Agenda Formation

Under realist conditions we expect the agenda in an jssue area to be
determined by security threats and shifts in the balance of power. But
under complex interdependence, it will be aflected principally by changes
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in the distribution of resources within issue aveas us well as by a variety
of processes: the evolution of international regimes, and their ability to
cope with changing economie and technologieal circumstances; changes in
-the importance of teansnational actors; linkages from otlier issues; and
- politicization as a rosnlt of domestice polities. How well is this expectation
borne out for the monelary and oceans issue areasp
For international monetary jssues the agenda has largely been domi-
nated by problems of building or maintaining international regimes. As
the New York Times has editorialized,

The international monetary system is 1 matte
it Js working badly — when the exchange rates of currencies are shooting up or
down, when funds wre being shifted massively by speculators or businesses,
when nations are being whipsawed into hooms or busts by monetary instability.
By that standard, one coull say that the basic aim of international monetary

reform is to make the world monelury system as uninteresting to the general
public as possible, s

rof great public interest only when

When there have heen no established regimes, allention has usually been
centered on ways Lo reconstruct orderly patterns of rules and norms, as
in 1920-25; 1936-46; and 1971-76. In 1930-31 anc 1965-71, existing fixed
rute regimes beeame increasingly imadequate as the positions of the key
carrencies weakened (Uhe Britislh pound in tho first case; the United Statos
dollar in the second). As the regime’s deficiencies became more visible,
monetary issues rose on state agendas, and after the collapse of the
regime they remained pressing for some time. In the 1960s, increases in
the importance of multinational corporations and banks, hy [ucilitnting
flows of Tunds, contributed to these agenda changes.

In short, agenda change has come from poor operation of a regime in
coherent and funet ionally linked issue area, The postwar process in money
contrasts with the situation in trade, in which the agenda is set, in the
United States at feast, by w combination of liberalizing initiatives by
presidents recuesting legislative authorily to lower tarifls and other trade
barriers, and protectionist moves by groups that have been adversely
alfected Ly imports.®™ It also contrasts with agenda-setting of oceans is-
sues. The oceans agenda has heen strongly influcnced by economic and
technological changes that have presented new threats and opportunitics
lo domestic groups. Coastal fishermen, allected by the technological ad-
vances of competilors, have agitated for protection; tuna Bshermen have
lobbied for retaliatory measures; and other groups, such as oil companies,
deep sea mining firns, oceun-going scientists, and ecologists have all
made their cluims felt. Whercas the international agenda on oceans (ues-
tions has in part been determined by unilateral claims of other govern-
ments to inereased jurisdiction, the Truman Proclamation of 1945 was a
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response to domestic fishing and oil interests ! Tnerensingly, however,
the agenda has been aflected by internntionad conferences, at which gov-
ernments of poor countrics, in purlicul:u', have ugilnl(-tl for new arrange-
ments that will more fully take into account what they perecive to he
their interests.

" In the occans issue wrea, domestic and inlernational political agitation
about distributional ¢uestions raised by teelmological change contributes
grcntly to ugcnd:\ formation. In the international monclary arei, increased
political salience scems to result largely from crises in the international
regime, In the United Slates at any rale, fewer domeslic interests are
mobilized, and the control of policy has remained chiefly wilh the Treasury
and State deparbiments within the government, and the financial com-
munity outside it. But for oceans issues, fragmented interests — domestic
and transnational — seem to have had more influience in bringing about
agenda changes.

In both issue areas our gencral cxpectation — that security threats will
not be a major source of agenda change — is horne out, But within com-
plex interdependence many patterns are possible. Agendas in different
issuc areas do not all change in the same way. This variation will becomo
even more apparent when we analyze changes in international regimes in
the next chapter. AL this point it should al Teast he dear that patterns of
ugcndu change among issuc areas vary considernbly, even when complex
interdependence is fairly well approximated.

Linkages of Issues

Under realist conditions, one expects linkages helween issues to bhe made
principally by strong states, using their power in one area of world poli-
tics (particularly their military power) Lo cocree other states on other
issues. Under complex interdependence, however, one expects linkages
by strong states to be more difficult to make, since force will be ineflective.
Nevertheless, a variety of linkages will be made, frequently by weak states
through international organizations.

This process is strongly rellected in oceans polities during the past
decade. In the Geneva conferences in 1958 and 1960 several Jinkages
were made, both between issues that were [unctionally connected and
between those that were not. After 1967, linkages became even more in-
tense, partly because of increased functional interdependencies among
issues, In contrast to the assumption of unlimiled resources that underlay
the old regime, a sense of actual and potential compelitive nse developed.
Reinforcing this imypetus toward linkage was the inclination, particularly
of Third World majoritics at international conferences, to link issues to
secure satisfactory overall bargains.
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The major new issue since 1967, deep scabed resources, helped to
precipitate this Tinkage. ‘The promise of vast treasure at the bottom of
the sea inereased the nnber of countries interested in the oceans issue
area far heyond the major or moderate users of the oceans. With general
rn}hcr than jssue-specific interests, these new actors were a major source
ol linkage. The Seabed Committee established by the General Assembly
in 1968 expanded from the original thirty-five members to ninety-onc
members by 1971, Learning of their technological disadvantage on the
seabed issue, the less advanced countries “doggedly introduced considera-
tion of other maritime legal regimes related to the breadth of territorial
sea rights of passage through straits and fishing practices, all of which
added not only new dimensions of complexity but also of controversy.” ®"
The 'Unilcd States and the Soviet Union both tried at first to keep the sea-
bed issue separate from the others, but without success. Subsequently the
United States linked economic zone concessions to free passage for mili-
tary vesscls, but generally speaking, at the conferences held on oceans
(nestions since 1967, linkuge has indeed beeome an instrument of the
waoak,

The Tiukage process has heen quite dilferent in monetary politics. In
the first place, functional linkages are much more important. On many
occasions during the last hall century, United States Treasury Department
reports have emphasized the obvious connection between international
monetary and trade policies.®™ International monetary policy is integral
to nl.n(:r()ccmmmic policy and is therefore necessarily linked to other eco-
nomic areas,

Second, linkages have heen drawn in the international monetary realin
by the powerful as well as by the weak. In constructing the Bretton
Woods system, the United States used foreign aid to allect the monctary
as well as trade syslems; Britain's promise to restore convertibility of
sterlivg in 1947 was a condition for the American loan of 1946.57 After the
breakdown of the “two-track” system, in which financial and military is-
sues were handled sepuarately among the Western allies," it was once
again the United States that most frequently demanded the linkage of
issues. This time, trade and monetary affairs were linked by Nixon and
Conually; and in discussions with Europe in the early 1970s, the United
Stales sought gencral agreement on. a set of closely connected issucs.
This linkage was justificd in functional terms, but the orientation was
nonetheless clear: “The political, military, and economic issues in Atlantic
relations are linked by reality, not by our choice nor for the tactical pur-
pose of trading one ofl against the others.” ®

In the 19705, less developed countries did try to link agreement on a
new international monctary regime to concessions by the major powers.
They did not achicve this objective, hut they did receive some conces-
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sions, in the Jamaica agreement of January .l.$)76‘, on the sale n[. Al;\'l l:."gf)ft.l
to benefit Third World members, and a “l)(‘l'illl'/.:lll():l of (‘l'.(‘-(lll aci |l|(..s|..
Yet their influence was clearly less strong in the IMF than in the Lx[nv (7‘
the Sea Conferences. Not only were their votes fewer; llw.-y l|m.d cw;n]
hargaining resources in the mon.ctury issue lll‘(:il..'(‘.)]l.l (.)c(-m‘m, lt 1‘(‘..)‘/“:.‘::;:‘:
always make trouble by declaring extended jurisc u-lmf\I.uu 1 ;.l(.“-%
anyone who violated their newly declared area ol control; on monetary
issues, their only weapon was the costly one of d(.-f:mll‘.. b for the

Our expectations about complex interdcpendcncu axlcu.f:‘()lufll Tu (l)mcul
oceans area: linknges by weak states are lm‘purlun? parts (.) tllc po o
process. But they have heen less important in Hw-|"twlm|l~";lta| .nltz::““‘zl
area, where great powers continued o hold miost of the politieal res s,

Roles of International Organizations

We have seen that international organizations involved in the (‘).cc:l.llr.\' 1:;::‘(:
arca have proliferated over the last I".cw (lc'(:(l’d(‘.‘ and fl;(n‘t l}s::}:{,::’\;thin
mental policy coordination and coalition-building :;u‘l‘ .l.\‘(,‘ plls 1,‘01"“,5(,,-
these international organizations. 1t is not rare lu‘ ()I)..suvm ,sn(v:(n) " -i-u;
In the International Maritime Consultative Org:\nr/.ul'u'm (.IM’ ).,‘ (:“c(ii;".‘
from transport ministries sought to hroaden the u.rg-.nn'/l.n‘lmn':; jlllll‘ lx: fetton
to include all pollution rather than jl!sl il p()ll\lhmf, alt m;qhn ) .,m,c,-,,_
was against the position of the foreign offices of some o ; he ‘ !’f von-
ments.® We have also noted that, as vxpc'ctv(.l under cond ‘Il‘l()llt :) o,
plex interdependence, international organizations have been significs
aggli?]sﬁ:(t)(:;s.importnnt, the politics of rul(--mnkling in the ‘f).c(.s.ans. lsls;:::
area has become closely associated with illl(‘l'll‘.l}lnll:\l ()I'gilllll/.d.l.l'():lh.‘ ,-
procedures of international organizations in his urea (‘Illll7'lilhlflt-. :1(:‘:1(,](
eignty and state c(luﬂlity. In the ninclccnt.h century, '|l w[%-l:;‘ ‘m .(:m,s..
that a landlocked state would participate in rule-making m.' m. '()Li()gb.
But at the Hague Conference convened by th(r‘.'l.(-ugu(\.. of I\{illl()lllh 1;1 .:,;C(:
Czechoslovakia had equal voice and vote. The co(hﬁcntmlll u)n-cllcﬁw:
dramatized the importance of (}::viunt states and weakened the normative
i he great powers." '
dolr?l',]\l':‘rlln::, otfllili)ftternlof world c()mmunic'uti().ns in the 1930s \\";I}.s;l]\\:::l&
Galtung calls feudal, with vertical communi ‘:1[;\0\1 l)o.twcen] powu' ume
wenk states, but little horizontal communication um().ng trlcmwtc.\ : o
the 1930s, states like Ecuador, Turkey, and Iran, whose f!l ()llll.s] 0 Ll)l( ond
their jurisdiction brought forth great power pm!csl‘s., \Vf!lc.(l 11).(211].;7“;““)‘
quite isolated. Now common membership in an llll[‘(‘.llllilll()lld l(')l fan -

would transform their potential diplomatic cm.\hlmn into an a(,llvc' (l)m,.‘ .

In recent decades, international organizations have politicized oceans
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issues and lave greally inereased the nomber of states active in these
questions, Fyen without significant oceans-related capabilitics, exeept for

constlines, governmients of lesy developed countries have become influen-
tial on these issues, The major maritime powers have heen definitely on
the defensive in the United Nations Law of the Sea Conference. The fact
that questions of oceans resources were raised in the United Nations
General Assembly in 1907 activated a set of potential coalitions in an
areng where majoritarian voting was the norm. The rules and practices of
1 general-purpose institution — the Ceneral Assembly — thus aflected de-
liberations on the rules and praclices that would constitute a new oceans
regime, The fact that the rules of the international organization favored
loss developed comntries gave those conntries additional influence. The
expectations of our complex interdependence ideal type are thercfore
confirmed in this case. '

The situation in the monetary issue area is somewhat different. Trans-
governmental networks were developed within international organizations
such as the BIS, the IMF, and the OECD. But the interstate policy agenda
was largely shaped by the condition of the international regime. In the
19705, the less developed countries had some suceess in attaching their
own preferred issues to the deliberations, but that success was limited,
Most important, internations! organizations have not contributed to an
explosive growth ol Third World participation and influence, s they have
in the oceans arca.

Monetary issues have boen preempted by the International Monetary
FFund and by smaller, more select “clubs” of industrial capitalist countries,
They have not been decided at general United Nations forums.™ 1y
contrast to the oceans area, the international monetary area in the 1960s al-
ready had an established set of international organizations, with member-
ship by most Third World states under tnegalitarian conditions, with
voles in approximate proportion to quotas fn the IME.* Furthermore,
elite networks of central bankers and finance ministry officials — including
bankers and officials from Third World countries — were already in place.
Lt is true that as a result of European-American disagreements in 1971,
Third World stales gained a greater role in deliberations for a new inter-
national monetiry regime, but this role did not make them major actors,
Financial resources remained the keys o influence. After the price rises of
1973 made major oil-cxp()rting countrics suddcnly much richer, their IMIF
quotas were soon increased, but the increase reflected their new Anancial
eminence rather Uian the norms or procedures of an international organi-
zation,

Once again we find a contrast between political processes in the oceans
and monelary issue arcas, International ()rgunizutinns are signiﬁcnnt in
both areas. But in the international manctary arca they serve chicfly as
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instruments for the coordination of policy among countries with Rnancial
resources. ‘They reflect power resonrces wore than exercising a significant
influence on outcomes. In the occans area, by contrast, international
organizations have increased the influence of small and otherwise weak
states, at the expense of the major maritime powers.

CONCLUSION

Table 5.4 summarizes the extent to which our expectations about the poli-
tical processes of complex intcrdcpcmlcnu:, as discussed in Chapter 2,
are borne out for oceans and money in the 1970s. In both cases the politi-
cal processes were closer to those expected under complex interdependence
than to those expected under realist conditions; hut the correspondence
of results in our expectations was much greater in the oceans than in the
international monetary issue area. In pm‘licu]nr, less dcvclopc(l counlrics
had more influence in the occans arca, and they used international organi-
zations more effectively.

Over a longer period, the oceans case supports the proposition that as
conditions in an issue arew become closer o those of complex interde-
pendence, political processes will change accordingly. The exercise of
force by great powers declined, increasing sniall states’ maneuverability.
Multiple issues and multiple channels of contact among societies rose.
There were increases in politicization, bargaining linkages among issues,
opportunities for small states, and involvement of international organiza-
tions in oceans issues. Direct policy interdependence increased, as a
result both of increased socictal interdependence and of increasing aware-
ness of indirect interdependence, purticularly when unilateral clnims of
jurisdiction or control were made. The political process hecame inereas-
ingly complex, with more government agencies involved, and more op-
portunities for transgovernmentnl as well as i1llcrgovermncnl’z\l relations.

In the international monctary area, on the other hand, we found con-
siderable continuity in the issucs and in the governnental agencies that
dealt with them. Transnational actors beeame very important during the
last ffteen years of the period; but up to that time, their greatest im-
portance had been at the beginning of the period, in the 1920s. The most
important change.in the monetary issue system was not in the conditions
of complex interdependence (which were present in large degree through-
out much of the period) but in governmental activitics. Governments be-
came much more active on international monetary questions ~ particularly
the United States government, which had been extraordinarily passive in
the 1920s. Politically responsive agencies such as the Treasury Department
gained influence at the expense of the Iederal Reserve Board and New
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TABLE 5.4 POLITICAL PROCESSES OF COMPLEX

INTERDEPENDENCE

: OCEANS AND MONEY, 1970-75

Expectations under complex
interdependence conditions

Borne out in
oceans area?

Borne out in
monetary area?

Goals of
actors

Instruments
of state
policy

Apenda
fornation

Linkages
of issucs

Roles of
international
organizations

.Goals of states will vary by
issuc area; (ransgovernmental
politics will make goals diffi-
cult to define; transnational
actors will pursue their own
goals.

Munipulation of economic
interdependence; inter-
national organizations and
transnational actors will e
the major instruments.

The agenda will he affected
by changes in the distribu-
tion of resources within
issuc arcas, the status of
international regimes,
changes in the importance
ol transnational acrors,
tinkages from viher issucs,
politicization as a result of
domestic politics, and the
politics of international
organizations.

Linkages by strong states will
be difficulr to make; but a
variety of linkages will take
place. They will often be
made by weak states through
international organizations,
erading rather than reinfore-
ing hicrarchy.

Significant as agenda-sctters,
arenas for coalition formation
and as arenas for political _ _
action by weak states. Fhe
ability w choose organiza-
tional forum for an issuc

and to mobilize votes will

be an important political
resource.

Yes.

Yes, though
foree is some-
times used,

Yes: inter-
national
organizations
and domestic
politics espe-
cially impor-
tant.

Yes: both parts

To some extent;
but under some
conditions policy
coherence is
greater than the
complex inter-
dependence idcal
type would
suggest.

Yes, though there
was linkage to the
protective role of
force in the
1960s.

Yes: status of
the international
regime especial-
Iy important.

No: linkages are

of prediction are made, but as

borne out.

Yes, in all three
ways.

much by the
strong as by the
weak,

Of lesser sig-
nificance;
important as .-
arenas for
coalitions and as
coordinating
devices, less so
as agenda-
sctters or as
arenas for
political action
by weak states.
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York Federal Reserve Bank, which were not (llir('.ully un(l((:r p.rusi(ll(-.:.nll';ll
control, Issues became politicized domestically in l‘hc lale ‘l.)()(').s (tlfl( (,.\‘1J e):
1970s to an unprecedented degree, and intcrnf\tunml o.ngamzn lo'“f] "
came more important, at least as forums, than in the px‘ewnr period. at
times of decision, splits within the United States ‘govcln.m;:t\t. w‘ercIlict
peatedly evident. Bargaining linkages appeared at limes of 9 1.}1 |?“u)|‘1 i“:
and tended to increase, not so much beenuse the mm‘ﬂ)m ni lslsug(,ls [
creased, but because governments, purl’icnlurly that of ll.nc Unft'l(.(l £ ):)1";‘.,
used manipulation of linked interdependencies ns an important policy
ms\:(/‘:rlllzl\lrt(; not yet explained the changes in international lregime's tm.tthi(sa
oceans and monetary issue areas. Thattl con;;z;‘e rlclt’::;lag/\l:c:::/:ml:o;;:c ntwo
to note once again the diff: s be
;:glzfell)tt]:ii‘:[;lﬁ,e 1970s and in thcﬁ' evolution over the half cc:}l‘mz/ Bc-:fo‘l('}c
that. Under conditions approaching those of complcft lnll’cl f,tp,cn c):;ul.) ,
international politics is different than in the realist world; but it is not by

any means uniform.

THE POLITICS OF
RULE-MAKING IN
OCEANS AND MONEY

Chapter 6

In Chapter 3 we asked how and why regimes change and presented four
explanatory models, We snggested that analysis should begin with the
simplest, or most parsimonions, explanution of regime change and that
one should add complexity as necessury. As we saw in Chapter 3, the
simplest explanation of regime change would emphasize economic growth
processes. That is where we shall start.

ECONOMIC PROCESSES AND REGIME CHANGE

The economic process model of regime uhnugc is based on welfare-oriented
responses Lo cconomie and technological change. In it, international and
transnational cconomic relations will tend to outgrow international re-
gimes: the superstructure of workd politics will no longer be able to cope
with changes in the basic relations of production and exchange. In onc
way or another, the regime will have to be adapted or be broken. This
model implies that governments will be reluctant to deny themselves the
welfare benefits of economic interdependence, and that they will there-
fore be under pressure to adapt the regime or quickly to construct a new
one, It ignores questions about the international distribution of power.
Thus this model explains both the decline of iiternational regimes (due
to technological change and the growth of interdependence) and the re-
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TABLE 6.1 REGIME CHANGE: ECONOMIC PROCESS MODEL

Date

Issue area

Description of change

Accounted for by econanie
prucess model?

Regime Establishment or Reconstitution

Pre-
1920

1925

1944-

48

1958

1976

Oceans

Money

Money

Money

Money

Britain cstablished
free scas regime,

Britain returned to
gold standard,

Bretton Woods
regime established
but held in abey-
ance by agreement.

Bretton Woods
regime fully
implemented.

Kingston
Agrecment.

conomic model explains
cus regime oy

Partinlly.
the henelits of o trer
Britain.

Partially. ‘The return to peacetime
cconomics made it possible. Bue mis-
conceptions and the dL‘l‘iSillll'l!Hlkil\g
process are erucial 1o explanation,
Partinlly. Interdependence was at a
low ¢bb. Perceptions of future bene-
fits from interdependence did have
an cffect.

Partially. Economic recovery made
the implementation of Bretwon
Waoods possible. Bot the politico-
military role of the ULS, was also
very important,

Partially. Benefits of trade and
capital flows created an i.nccnlivc for
agreement, but close palitical rela-
tions among major countries also
played an important role.

Regime Weakening or Breakdown

1931

1945

1967

1971

Money

Oceans

Oceans

Money

Britain departed
from gold standard.

Extensions following
Truman Proclama-
tion.

Pardo specch; UN
became involved.

Bretton Woods
regime collapsed.

Partially. Economic changes were
crucial given a fragile political
structure and previous political
decisions.

Partinlly. Technological change led
to the incentive to appropriate addi-
tional jurisdiction over the seabed,
Timing is not explained.

Partially. Perceptions of beneflits duc
to technological change were impor-
tant. Timing again is not explained.

Partially. Technological and eco-
nomic changes led to increased flows
of funds with increascd speed, and
basic economic shifts to Europe and
Japan were important. Timing, and
the fact that the U.S. took the in-
itiative, are not explained.
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construction or adaplation of such regimes (in response to the perceived
thireat that wellire henefits will be lost otherwise),

Table 6.1 indicates the five oceasions on which regimes were established
or reconstituted and the four points at which regimes have broken down
or weakened sharply in the monetary and oceans areas since 1920, The
cconomic process model predicts that regime breakdown will be accounted
Tur by teehnological und economic chango, and that regimes will be estal)-
lished or reestablished to ensure the welfare benelits of interdependence.
As Table 6.1 shows, the economic process model explains some aspects of
every regime change, Technological changes have becen rapid in both
issue areas, and (:lmngcs in economic processes have been important. The
benefits of cooperaling to manage interdependence have also been obvi-
ous, even though it has not always been possible to agrec on how coopera-
tion should take place.

But as we said in Chapter 2, the economic process model does not
provide a sufficient explanation of any change. In every change interna-
tional political factors were al Jeast as important as economic processes,
Perhaps this model is hest lor explaining Britain's 1925 return to the gold
standard after peacetime conditions had been ostablished, and its depur-
ture from gold in 1931 under the stress of the banking collapse and world-
wide depression. But even then, political factors were important, Britain’s
leaders hnd o coneeption of their role in 1925, derived from Britain's tra-
ditional hegemonic position as well as from their economic heliefs, that
contributed to their decision, Similarly, we cannot explain the events of
1931 adequately  without considering the lack of a coherent political
framework among the miajor Western countries and the actions of IFrance,
in particular, against sterling in the preceding years.!

The economic process model also predicts some turning points that did
not oceur. After the disaster of 1931, this mode! would have led one to
anlicipate success al the 1933 London Keonomic Conference, because the
costs of compelitive exchange rate manipulation and tade buriers were
evident to all, Yet the conference collapsed — as proponents of an overall
structure model, pointing out the absence of hegemony or efllective leader-
ship, would have predicted. It is true that greater cooperation among the
United States, Britain, and France was evident by 1936 in the Tripartite
Agreement, but its Provisions were quite limited. Ouly after World War 11
created the political and, to some extent, the cconomic conditions for
cohesion among the major- eapitalist countries, was substantial progress
toward a new international monetary regime made.

The economic process model provides necessary but not sufficient con-
ditions for regime change in the monetary and oceans issue arcas. Any
complete explanation will have to include the distribution of power. The
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simplest explanation in terms of power is the overall structnre model —
traditional high politics — to whicl we turn next.

OVERALL STRUCTURE AND RECIME CHANGLE

The overall structure model rests on the premise that the strong mitke the
rules. International regimes must be consistent with the interests of the
most powerful states in the system. As aggregale power relations clfnlng(-.,
international regimes change in corresponding ways. Because military
power is dominant when constraints on ils costs are removed, wars tend
to create regime change, However, in Chapter 3 we also 'dcvclnlmd a
model of erading hegemony to explain the collapse of international regimes
in the absence of war. When overall power in an international system
hecomes dispersed, internutional regimes bronk down, When power be-
comes more concentrated, new regimes, favorable lo the powerful states,
will be developed. o

The simplest version of an overall struclure approach uses l'hc. distribu-
tion of military power to explain the nature of inlernational regimes. (?tll'
investigations found, however, that, with some (‘..‘(C(‘-l)li()l‘lﬂ, lhe“(hsh'll)ul'lon
of military power does not provide very good explanations, For example,
Britain's dominance of the occans helore World War 1 was more pro-
nounced than her general politico-mililary posilion in rcluti(.)n' to other
great powers, Between the wars, British leadership i!ll maint:un'mg n f}'ce
seas regime was not accounted for by s general military position, which
had been seriously weakened by World War 1, After World War II,
American dominance of the seas was much stronger than its margin of
military and po]il‘icul superiority over the Soviet Union, ITn no case was
the military power structure blatantly inconsistent with lh('; oceans re-
gime; but in ecach case there were considerable discrepancies between
rule-making authority and overall levels of military power, o

A similar incomplete relationship between the structure of the military
system und the ability to determine the rules is cvident in the monctary
issue area. Before the mid-1930s, the United States had less influence than
one would have predicted from its military eapabilities, and Great Britain
had more. After World War 11, the outstanding anomaly is the Soviet
Union. In the international monctary system, Soviet influence has heen
virtually nil, because its economic system does not permit it to pl\l'l‘i(:il::ll(‘.
actively in international cconomic alfairs wnder the rules of the IME or
the GATT. Influence over international monelary aflaivs has been con-
centrated among major c:\pitz\list countries. -

As we argued in Chapter 3, the shifts in the distribution f’f ll\l]ll‘l'll'y
power only partly explain the erosion of the Brelton Woods regime during
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the 1960s and its eventual demise, Changes in pereeptions of wmilitary
threats, tn the refative cconomie strength of the United States and its
partners, and in hierarchical patterns involving Europe and the Third
World all had aneffect. When these variables are added, the explanatory
power of the overall structure model is much improved. The more sophis-
ticaled overall structure model is particularly good at explaining the carly
crosion of the free seas regime and the postwar establishment and imple-
menlation of the Bretton Woods monetary regime.

Erosion of the Oceans Regime

In the altermath of World War 1, a weakened Britain had to make conces-
sfons to the United States over pursuit of smugglers on the high seas. By
1945, the overall power of the United States meant that the extensions
outlined In the Toonuan Prodamation went uncontested. The Truman
Proclumation was worded in 0 way that the United States hoped would
avaid any further crosion of the regime, but many of the subsecuent
claims went nch further than the Traman Prochunation, Despite the
United States’ naval preponderance and the {act that miany of the offend-
ing states were in Latin Americy, an area of alleged American hegemony,
the United States was unable o prevent further erosion of the regime,

The overall power structure éxplains much of this situation. Between
1945 and the 19605, American dominance on the seas was significantly
tempered by the facts that the United States was engaged ina glnl;ul strag-
gle with the Soviet Union and that its overall military strength was not as
obviously superior as its naval power. Two factors are importaut: Soviet
policy, which was influenced by its global politico-military position, and
American attempts at alliance leadership,

Unlil the 19605 the Soviet Union held vevisionist attitudes toward
SOMme imp(n'lunl‘ aspecls of the oceans regim(‘. As a conlinental power with
w weak navy since its defeat by Japan at the beginning of the century,
Russin had continually pressed for extended jurisdiction to protect its
coasts, Indeed, from 1917 mitil the early 1960s, it regarded e law of the
sea as “a set of rules o push others away from Soviet coasts.”* In the
postwar period, it not only claimed and defended a twelve-mile territorial
sea, but also “closed” important adjucent seas® Although it had a weak
mvy, its position as a nuclear power allowed it o deter any significant
naval challenge to its constal elaims, In the International Law Commission
and at the 1958 United Nations Conference on the Law of the Sea, te
Soviet Unien encouraged other states to join it in opposing the three-mile
limit. It was not until the 1960s thal the Soviet and American positions
began to converge.

Second, the bipolar power structure in the military system made the



134 | THE POLITIGS OF RULE-MARING IN OGFEANS AND MONEY

United States the leader of a global anticommumist allinnce. During the pe-
riod of tight bipolarity when the perecived security threat from the
Soviet Union was purticularly strong, the Uniled States placed security
concerns and alliance maintenance at the top of its prioritics. For example,
in 1954, shortly after Peru successlully used force against the Onassis
whaling flect (which the United Stales protested diplomati ally), it was
American policy to avoid a confrontation that would disrupt alliance rela-
tionships. Instead it tricd to “put an end lo what it considers exaggernted
claims of territorial rights” through “picce by picce discussion of high
seas problems” in the UN General Assembly. Yet in describing the agenda,
a State Department official admitted that the oceans question was not vital
compared with the disarmament and atoms-for-peace issues.t In 1956,
when the United States found itself isolated on a vole by the Inter-Ameri-
can Council of Jurists to recognize each state’s right Lo set its own limits,
it resorted to bilateral diplomacy in Latin Amorican capitals. It emphasized
the threat that extended limits would pose to Wostern delense, but the
result was merely an ambiguous formula at the next OAS conference.® On
a personal visit to Peru, Sccretary of State Dulles won agreement in
principle on a fisheries pact, but his attention was subsequently diverted
by the impending Suez crisis.”

In the meantime, the United States had passed the Fisherman's Pro-
tective Act, under which the United States Treasury reimbursed fines paid
by tuna fishermen for fishing without Ticenses while maintaining the legal
position of nonrecognition of extended jurisdiction. The United States had
decided that it was clieaper to maintain its legal position by manipulating
the domestic end of a conflictual transnational system than by curtailing
the system or by intervening abroad. Whatever the legal c¢lleet, the inter-
national political effect was to weaken the credibility of American efforts
to deter extended claims to oceans space. When the alliance leader con-
fronted its weak allics in the oceans issue area, it was the saperpower
that blinked. As The Oil Forum exphained 1o its clientele, in prewar days
military reprisals would have been taken, but the governmenl was afraid
that a local confrontation might become “an awlul atomic war”; and “we
needed friendly relations with South America.” ¥ As a muclear superpower
concerned with alliance leadership in a hipolar military system, the United
States had less leeway in exercising its potential naval hegemony than had
Britain. In the multipolar military system of the nincteenth century, she
had not had to worry about objections fram allics or nuclear threats.

International Monctary Regimes

The sophisticated version of an overall structure model has a mixed record
of predicting regime change in the international monetary avea, It does
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not explain the Tact that in the 1920s Britain regained its position as the
center of international financial rvelations, and that the Bank of England
became the acknowledged leader in the international monetary system.
Indeed, heeause the United States had the most overall military and eco-
nomic power alter World War I, the overall structure explanation would
have predicted an American-centered postwar regime.® Changes in the
overall power structure did not precipitate the collapse of the monetary
regime in 1931, although Britain’s weakness made the regime more vul-
nerable to pressures ereated by the world depression, The overall struc-
ture model wonld not have allowed us to predict the international mone-
tury regime of 1925-31, but once it had emerged, this model would have
correctly anticipated the regime’s short life.t

The overall structure model is most successful in the international
monelary arca for the immediale postwar period. American military and
cconomie deminance played an important part in the development of the
Bretton Woods recovery regime (1944-48) and in the full implementation
of Bretton Wouds in the years after 1958, 1t was also significant though
less overwhelming in events leading to the 1971 regime change and in
negatiations between 1971 and 1976.

The development of bipolarity and the perception of a Soviet threat ex-
plain American willingness to hold certain rules in abeyance for the sake
of Buropean recovery, The (:lumgc. around 1947 toward a more generous,
oven pﬂlcrn:llislic, American l)olicy toward Europe and later‘ toward
Japan, was allected by the changing perceptions toward the Soviet Union.
FFear of the Soviet Union, even as carly as the spring of 1946, was crucial
in increasing support in Congress for the loan to Britain. The next April,
the State Department was busily organizing generous measures for Bri-
tain, whereas the Treasury Department, less responsive to political and
military trends, was heing tight and bankerlike, as before.® Massive Ameri-

® Antevican bankers songht in 1918-20 to cusure that New York would replace London
as e major international inanetal conter, it disagreed on whether this should be
done by compeling divectly with British banks or by gradually “Americanizing” and
dominating the facilities of the British financial system. Disagreements amony bankers,
and Tack ol strong support from the government, helped to prevent American domi-
nanee from heing attained during the 1920s. See Joan Hoft Wilson, American Business
and Foreign Policy, 1920-1933 (Lesington: University of Kentucky Press, 1971), pp.
L4-17. See also Gl P Parrini, Heir to Empire: United States Economic Diplomacy,
1916-1923 (Pittsburgh: University of Pittsburgh Press, 1969).

I No structure madel can he expected Lo predict actions hased on misperceptions of
reality as the 1925 British veturn to gold was, Britains leaders overestimated their
own resources and underestimated the stresses that the international economy would
experience during the next decadt, The fact that ultimately the Britishi effort to Jead
without sufficient political vesources failed, as an overall structure theory would pre-
dict, ean be seen as evidence for the importance of this theory in explaining long-run
change.
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can aid, which had not been in prospect before the Soviet threat was per-
ceived, despite the cconomie arguments that conld sensibly he made for it,
poured out to Europe, and to some extent Japan. Alter the fasco of Bri-
tain’s attempted resumption of convertibility in 1947, the United States
not only tolerated European discrimination against the dollar but also
provided the European Payments Union with $350 million in working
capital to establish a scheme, based on such diserimination, that would
incrense intra-European trade.” Throughout most of the 1950s the United
States looked bonignly on its persistent balanee of payments delicits, In
1950 the Treasury welcomed a net gold outflow as indieating an improve-
ment in other countries” positions. In 1955 the American liquidity deficit
was cited as helping other countries relax their exchange restrictions.!”

Thus in the late 1940s and early 1950s, fear of the Soviet Union and
military bipolarity helped to increase the willingness of the United States
Congress and the Trensury Department to make concessions to Buropean
countries (and later to Japan) on international economic issucs. This in
turn provided American diplomats with instruments that could be used to
work gradually toward implementation of the open, multilateral trade
and payments issues of the Bretton Woods vegime. Developments in the
military system thus reinforced American political leadership as well as
assisting America’s partners economically. They therefore helped to en-
sure that the United States would use its capubilities aclively in the
monetary system, rather than adopling the more passive or nationalistic
policies of the interwar yeurs,

The rise in the economic eapabilitics of Furope and Japan clearly con-
tributed to the collapse of the Bretton Woods regime in 1971, Yet the
frequently proclaimed American economic decline was hardly precipitous:
between 1957 and 1972, the United States’ share of world trade only fcll
from 16.8 percent to 14.4 percent (sce Tahle 6.3, on p. 141), This gradual
change hardly seems sufficient to explain the collapse of the Bretton
Woods regime. Furthermore, the croding hegemony model does not ex-
plain why the United States, rather than its challengers, precipitated the
regime’s end on August 15, 1971, After all, it had tried during the Ken-
nedy and Johnson presidencies to maintain the regime, and had used both
financial ingenuity and politico-military power, Thus the overall structure
model gives us important background for understanding the 1971 regime
change; but it does not completely explain the change.

Nor does the overall structure approach explain how a new regime of
flexible rates and coordinated intervention could he agreed on in 1976,
without the United States’ return to economic as well as military domi-
nance or another power’s rise to preeminence. We should have expected
that if the United States were not strong enough to maintain the Bretton
Woods regime (due to erosion of its dominance), it should hardly have
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been able to impose a new regime. And without a dominant leader, there
should have been no agreement on reform, In;tend, there should have
been a prolonged period_of no_effective rules, and perhaps even the trade
wars, monetary manipulations, and new mercantilism that were so widely
predicted between 1971 and 1974.°

Table 6.2 shows how adequate we found the overall structure model to
be: Tor explaining our nine cases of regime change. We found it to be an
adequate and elegant explanation of three cases. 1t is most valuable, us
the table shows, for the 1945-46 modification of the oceans regime, and

for the international monetary regime in the decade and a half following
World War 11,

ISSUE STRUCTURE AND REGIME CHANGE

According to an issue structure model, the strong make the rules; but it is
strength within the issue area that counts, Changes in regime reflect shifts
in the distribution of power within the issue area. It is important in dis-
cussing power in an issuc area to recall the distinction in Chapter 2
between two levels of action in world politics. At the frst level, the inter-
national regime is accepted ns legitimate, with perhaps some minor dis-
agreements, by all iajor actors, and politics takes place within the ground
rules that it provides. LEffective power over outcomes under such condi-
tons will therefore depend on the nature of the regime as well as on
underlying cconomic capabilitics. Within an effective nondiscriminatory
trading regime, for example, the ubility to tmpose discriminatory trading
restrictions without effective retalintion (that is, comparative invulnera-
bility on this dimension) will not be a usable power resource in bargaining
within the rules of the system.

The second level of politieal hehavior is rule-making; actions at this
level challenge the regime itself. In such a situation, the rules of the game
are questioned by major participants, The regime is no longer a constant

® The events of 1971-76 are so recent that any interpretation of them can only be
tentative. Some informed observers have taken a much more skepticnl view of the
Jamaica ngreements than we do. See, for instance, Tom de Vries, “Jamaica, or the
Non-Reform of the International Monetary System,” Foreign Affairs 54, no. 3 (April
1976), 577-605. Although no definitive judgment about the value or permunence of
the now regime can be mude at this time, future developments wilt provide an inter-
osting test of an overall structure model. If the Jamaica agreements collapse, and com-
petitive. manipulutions of exchange rates or great instability become prevalent, the
expectations of an overall structure model will be realized. We could then infer that
there was not enough central power to make the regime work. Conversely, if the
Jaumnien aceords succeed and coordination is fairly ellective, the .overall structure
model will scem less valid in this case.

e
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TABLE 6.2 RLEGIME CHANGE:

OVERALL STRUCTURE EXPLANATION

Date  Issue area Description of change

Accounted for by changes in
overall power structure?

Regime Establishment or Reconstitution

Pre- Oceans Britain established
1920 frec seas regime,

1925  Money Britain returncd
to gold standard.

1944-  Money Bretton Woods

48 regime established,
but held in abey-
ance by agreement.

1958  Money Bretton Woods
regime fully
implemented.

1976 Moncy Kingston Agreement,

Only partially. Britain's naval power,
not averall milivary power, allowed
fier to set the rules,

No. The shift in overall military and
cconomic power should have pre-
dicted U.S.-eentered regime,

Yes. U.S. cconomic and military
dominance was reflected at the
Bretton Woods Conlerence and
subscquently.

Partially. U.S. dominance explains to
a considerable extent the implementa-
tion of the Bretton Woods regime,
formed by the U.S. Vet the eco-
nomic recovery of Burope was a
necessary condition Tor doing so.

No. Changes in overall power strue-
ture, toward sonmewhat greater diffu-
sion of power, would under the
overall structure madel predict no
agrecment, with hegemony eroded
and unitary leadership impossible,

Regime Weakening or Breakdown

1931 Money Britain departed from

gold standard.

1945- Oceans Extensions following
46 Truman Proclama-
tion.

1967  Oceans Pardo speech; UN
became involved.

1971 Money Bretton Woods
regime collapsed.

No. Economic changes precipitated
the cvent. Changes in overall world
power relations were not pronounced,
although the weakness of Britain's
position helps to account for the
regime's vulnerability.

Yes. The U.S. was preponderant in
19435, and subsequently bipolarity
restrained the U.S. from using its
naval dominance against South
Amcricans.

No. Overall power resources of poor
and coastal states did not increase at
this time.

No. Changes in overall military
power did not lead to the shift, and
overall economic power shifts pro-
vide only a partial explanation.
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but a variable: it is scen as favorable by some actors, unfavorable by
others. This distinction is crucial to an understanding of issue structure
arguments because different types of power resources — different power
structures — will he relevant at this level. If the policy question is no
longer how rules should be formulated within the constraints of an inter-
national regime, but rather how the regime should be designed, a much
wider range of power sources (and therefore of comparative vulnerabili-
ties) becomes relevant, To continue our example of a trade regime, if non-
discriminatory trade is no longer assumed, the ability to impose barriers
without effective retaliation becomes an important power resource.

The issue structure approach relies heavily on this distinction. When the
underlying distribution of power in an issuc area is inconsistent with the
elfective distribution of power within a regime, the regime is likely to
change. States that arc strong in the issue area but find themselves dis-
advantaged by the rules of the international regime will try to undermine
or destroy the system. Incongruity between underlying power structures

and influence within a regime provides the dynamic for change.

International Monctary Issuc Area

The issue structure model helps us understand the collapse of the monetary
regime in 1931 and makes™d midjor contribution to explaining the break-
down of the Bretton Woods regime in 1971, We have scen that the inter-
war monetary system based on Britain was weak not only because of the
shaky world financial situation of the 19205, but also because of the overall
political structure that could not effectively support the regime, France
made a nuisance of herself, and the United States was not prepared to
take strong action to help. But there was an inconsistency between the
underlying power structure in the issue area and the effects of the rules,
which showed itself in two ways. Politically, France resented British pre-
eminence in the inlernational monetary area, which was symbolized and
supported by the fact that sterling had been returned to its prewar parity
with gold whereas the franc had depreciated many times over. Yet the
fact that the franc’s value had been set low — indeed, undervalued — en-
stred that France could put continual pressure on the pound. Thus France
had political reasons to snipe at the regime. For Britain, on the other
hand, it was difficult at best to maintain the prewar gold parity of the
pound; and it became impossible once the banking collapse of 1931 oc-
curred. Thus Britain found that she was helpless within the old rules
(because she could not change the value of the pound in terms of gold,
but also could not supply sufficient gold or foreign exchange to meet the
demand at the current rate). Yet Britain was still a major financial power.
Thus when she went off gold and allowed the pound to float (or inter-



e

140 | THE POLITICS OF RULE-MAKING IN OCEANS ANU MUNEY

vened to muipulate the float), her position immediately strengthened.
In 1931 it was this inconsistency between underlying power and the con-
straints of the regime that proved crucial as Britain abandoned the gold
standard. -

We can also use our issue structure model to analvze the evolution of
the Bretton Woods regime during the 1960s. thader this regime the
strength or weakness of one’s carrency, compared with its par value, mind
the size of onc's international reserves were mnjor sowees of politieal
strongth or weakness. Within the rules of the regime, the United States
was in an increasingly weak position in the 1960s as Tong as it attempted
to avoid a run on the dollar and devaluation. Creditor nations with in-
creasing reserves, such as Germany and Japan, were strong, The United
States tried to persuade them not to use the power that their reserves
represented, But as German and Japanese reserves increased, although
these countries became more powerful within the assumptions of the Bret-
ton Woods system (in which dollars could nominally be freely exchanged
for gold), those assumptions became increasingly endangered. Germany
and Japan themselves became vulnerable to a dollar devaluation, which
would reduce the value of their dollar holdings. As Henry Aubrey pointed
out in 1969, “surely a creditor’s influence over the United States rests on
American willingness o play the game necording to the old concepts und
rales. If the United States ever serfously doclded (o challenge them, the
game would take a very different course.” 11 ,

By breaking the rules of the old regime, the United States in 1971 threw
off the regime’s constraints on the excrcise of American ceconomic power
to influence international monetary polities. It was then able to use its
fundamental economic power — its strong cconomy, its low ratio of forcign
trade to national product, and its sheer size — along with its military and
political influence — to change the rules of the monetary game. TTaving
suspended the convertibility of the dollar into gold, the United Stales was
no longer hamstrung by the requirements of convertibility, and found it-
self in a much stronger hargaining position after August 1971 than before.

The difference between changes in the underlying power structure dur-
ing the fifteen years before the hreakdown of the Bretton Woods regime
and changes in influence within the regime’s constraints can be ilfusteated
by patterns of change in pereentage of world trade and Kuancial reserves
for major countries during those years. Any figures such as these must be
treated with caution as indices of power; l'hcy are very r(mgh approxima-
tions at best. Nevertheless, within the Brelton Woods regime reserve
levels were crucial, heeause one’s cwrrency had to he redeemed at estab-
lished values for gold or forcign exchange. The alternative of allowing the
value of one’s currency to change was diflicult {or any country o accom-
Plish, but effectively impossible (without general consent or a change in
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the regime) for the United Stales. After 1971, the specter of trade wars
ar other forms of competition mde undvrlying measures of power, such
as a country’s proportion of international trade, more important as power
resourees.

Table 6.3 presents the velevant figures, The United States’ reserve posi-
tion (indicating its power within the existing regime) dropped much more
precipitously than its pereentage of world trade (indicating its position
in the underlying power structure), Were figures for gross national product
to he used, the continued strength of the United States would be even
more evident, fn the carly 19705 the United States still produced between
25 and 30 pereent of the world's goods, compared with 13 to 15 percent
for the Soviet Union and 7 to 8 percent for Japan.** The underlying
American position was further strengthened by the fact that trade con-
stituted o much lower proportion of national product for the United
States than for its major trading partners. The United States was there-
fore less vulnerable to disruptions in the international monetary trading
systems than its partners were.

These figures reinforce our nssertion that inconsistency between under-
lying power and influence within a regime is a source of regime change.
The striking changes in the internatioual monetary system between 1957
and 1972 cannot be accounted for by o simple thesis of decline in the
Amarican econony, when that decline only took the United States from
16.6 percent of world trade to 14.4 percent, and left it with over a quarter
of world product. Jad the American position really become so weak, the

TABLE 6.3 MONETARY POWER RESOURCES: 1957-72

Regime-determined structure
Underlying structure (reserves as percentage
(percentage of world trade)  of world reserves)

Comntry 1957 1967 1972 1957 1967 1972
United States 16.8 15.3 144 40.1 20.0 8.3
United Kingdom 10.1 8.2 6.9 4.2 3.6 3.6
France 5.4 6.1 7.1 1.1 9.4 6.3
Germany 7.7 9.9 1.5 9.1 11.0 15.0
Japan 34 5.6 6.9 0.9 2.7 11.6
Eleven major

trading states” 62.8 67.6 0.0 69.1 70.9 63.5

Saurce: International Finaneial Statistics (Washington, D.C.: International Monctary Vund,
for years indicated).

n. 'The five states listed above plus Belgivm, the Netherlands, Switzerland, Italy, Canada, and
Sweden (Group of Ten plus Switzerland).
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United States would nol have been able o foree o denstic change in the
international monetary system in 1971 nor would il lnwve scon ils essen-
tial views on the nature of a future system prevail in the negoliations lead-
ing up to the 1976 agreement Lo amend the IMIFs Articles of Agreement.
It is the underlying strength of the United Slates, in the context of its
weak position within the pre-1971 regime, that explains the vegime change,
not American weakness and decline (whether within the issue area or in
aggregate power).

Nevertheless, the issue structure explanation is not perfect. During the
19605 the delay in adjusting the regime to the underlying structure was
considerable; the issue structure explanation accounts for the removal of
inconsistency, but not for its development in the first place. Morcover,
the events of 1971 were followed by other events thal cannot be explained
structurally. The attempt to 1'e.n]ign cxclmngc rates at the Smithsonian
Institution in December 1971, but to continue with a fixed rate system as
under the Bretton Wood regime, failed as transnational moncy managers
lost confidence in the dollar. The magnitude of financial movements,
directed first against stedling (June 1972), then against the dolar in Febru-
ary and March 1973, forced a move to de facto foating exchange rates.
Eventually, this pattern was Jegitimized in the new Articles of Agreement
for the IMF agreed upon at Kingston, Jamaica, in January 1976, which
“embody the most far-reaching changes in the internntional monetary
system since Bretton Woods.” 1*

These agreements éannot he accounted for by changes in the structure
of power in the issuc arca, hecause that did not change greatly among the
major industrialized countries during the years in which this agreement
was negotinted. In part, the 1976 accord can he accounted for by the
economic process model, Transnational organizations in the 19705 control
such large amounts of liquid funds, and the mobility of those funds is so
great, that pegged exchange rates are extremely diflienlt, or perhaps even
impossible, to maintain. A report for the United States Senate Finance
Committec has estimated that in 1971 as much as $258 billion in polen-
tially liquid asscts was held by multinational corporations. Richard
Cooper has argued that “large-scale changes in exchange rales (as pro-
vided for in the Bretton Woods regime) are not compatible with the high
mobility of funds prevalent today.” '% Because dillerent patterns of eco-
nomic change in different countrics make permanently fixed rates impos-
sible to maintain, he concludes that some pattern of flexible exchange
rates is essential. Thus economic reality sharply constrains political choice.

The economic process model also accounts for some of the incentives
that officials had during the 1971-76 period lo agree on a new regime.
International trade and capital movements are important to all indus-
trialized countries, and some arrangements for regulating those movements

ISSUE STIUCTURE AND NECGIME CHANCE | 143

were clearly vequired alter the turbulent years of 1973 and 1974, But
sueh incentives existed in 1033 and 1936 as well, and much less was agreed
on. 1t will he uselul, therefore, to go beyond both the issue structure and
economic process explanations (however useful both are) and to examine
the political networks among officials that developed during the Bretton
Woods regime, Thus the international organization model will contribute
to onr understanding of recent international monetary politics.

Oceans Politics

The issue structure model fits guite well with the early eras of oceans
politics. Indeed, when the freedom of the seas regime was cstablished
there was a multistate balance of power in the overall military system,
but vaval power was unipolar. In the early nineteenth century, the Biitish
navy was larger than all other navies combined, and in 1914, Britain still
had nearly as many major warships (192) as the next three naval powers
combined (Germany, 89 United States, 67: France, 52). Morcover, Britain
was the major user of the sea. Iy 1886, hall the world’s merchant tonnage
{ships over 100 tons) was British, and in 1914, the British merchant flect
still represented 40 percent of world tomnage (and was four times larger
than the second-ranking German flect).! Britain had both the interest to
establish a [ree seas regime (except, as we said carlier, in wartime, which
she treated as a special case) and the structural power to enforce it, This
did not mean that force was used in the normal course of events, but that
its use was not deterred when it was oceasionally necessary Lo preserve the
regime. As one wriler deseribed the pre-World War 1 system,

The naval power . . . loudly proclaims that the seas are {ree in time of peace
and that the war problem is therelore the only problem outstanding. This is o
strony, Naval domination operates in time of peace in the wriling, of the law
for futtre wars, in the wriling ol the Jaws of navigation, and the lTaw of terri-
orial waters. . . . The minor maritime state receives . . . little attention in
the dralting of sea law. 17

One effect of World War 1 and the massive American naval building
program associated with it (1916-21) was to transform the unipolar pre-
war naval structure into a bipolar and subsequently tripolar structure,
which was formalized in the 5:5:3 ratio of British, American, and Japanese
major ships agreed on at the 1922 Washington Naval Conference (see
Table 6.4). Britain was no longer able to enforce American adherence to
the regime. Morcover, the United States was not as interested in adher-
ence as Britain was. After the Harding administration ended the merchant-
marine huilding program, the American merchant fleet dropped to half of
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TABLE 6.4 DISTRIBUTION OF
OCEANS-RELATED CAPABILITIES

Capabilities Pre-1914 192039 1946-65 1966-75

Overall military Muldpolar  Muldpolar  Bipolar Bipolar
(measured by expendi-

tures on military

force) ‘

Military within issue  Unipolar Tripolar Unipolar Bipolar
arca (measured by (U.K.) (U.K.,, U.S.,, (W.8) (U.S., USSR)
naval force ratios of  2:1 Japan) 3:1 1.5:1
major naval powers) 5:5:3

Peaceful use: Unipolar Multipolar  Multipolar Dispersed
merchant shipping

Peaceful use: Multipolar  Multipolar Multipolar Dispersed
fishing

Britain's. Although the United States rauked seeond in fish cateh, its fish-
eries were, unlike Britnin’s and Japan's, esseutinlly constal, not distant-
water, Although the Unfted States (and Britain) usually insisted on
adherence by lesser states during the interwar period, the United States was
impcrfebt in its own adherence, extending jurisdiction for antismuggling
controls in the 1920s and 1930s, excrling strong diplomatic pressure to
discourage Japanesc fishing on high seus ofl ity coast in the 1930s, and
declaring a threc-hundred-mile hemispheric neutrality zone after the out-
break of war in Europe in 1939. In 1943, the Roosevelt administration
began planning to extend jurisdiction over the continental shelf and fishery
conservation zones. Because of the widespread citation of the Truman
Proclamation as precedent, this extension proved o be a turning point in
the transition from the regime of the first period to the quasi regime of the
second,

After World War 11 and well into the 19505, the structure of naval
power was again unipolar, but with the United Stales as the preponderant
power. The United States had twice as many major surface ships as
second-ranking Britain and the third-ranking USSR combined.'® Lven in
1972, after the growth of Soviet naval power, the United States still had
one and a half times as many major swrface ships and large nuclear sub-
marines as the USSR.™ When American admirals expressed alarm in 1974
that their navy had “lost control of the seas,” Senator Stennis replied that
the United States still had over twice the tonnage in major surface ships,
with greater range and more weapons than the Soviet navy.®® In short, at
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the end of World War 11, the United States had more naval power than
the rest of the world combined, In this respect, its position was analogous
lo Britain’s in 1910 lven al the heghming of our third period, the United
States was the preponderant surface naval power, with twice as many
arviers and cruisers (92) as all the other powers combined, aud twice as
many rigates, destroyers, and escorts (613) as the Soviet Union and Bri-
tain combined.®' For much of the postwar period, the United States had
the naval capacity that would have been associaled with a hegemonie strue-
ture of rule-making power in an earlier period.

The underlying power structure in the oceans issue area was consistent
in the 19205 and 1930s with the existing regime. Freedom of the seas was
supported by Great Britain, the United States, and Japan, although the
United Stales obtained an exception for measures to curh smugglers. The
change in the underlying power structure as a result of World War 11 —
with the United States becoming the dominant naval power — accom.
panied, although it did not determine, the change from a frec seas regime
to n quasi vegime in 1945, when the United States asserted oxtended juris-
diction over fishing zones and the continental shelf adjacent to its coasts,
Amerienn policy reflected o Tng in decision-makers’ perceptions of their
state’s role and interest, as we shall demonstrate below; but the United
States” ability o make such sweeping claims was undoubtedly facilitated
hy its dominunce i naval power as well ns in overall power resources,

The regime change of the post-1967 period, however, is not accounted
[or by changes in the underlying power structure. New and weak states
led the challenge to the strong quasi regime of 1945-67. Both the United
States, with ils continued ddininince in oceans capabilities, divd the Soviet
Union, with ils rapidly increasing capabilities, found themselves on the
defensive in negolintions over the governance of oceans space and re-
sources, Issue structure explanations fail to explain the rapid erosion of
the old free seas rales since 1967,

Thus for the oceans issue area, changes in international regimes during
the Tust ten years are less well explained by overall or issue structure ex-
planations than previous changes were. The authority of strong states to
mitke the rules for oceans space no longer goes unchallenged as it did in
the prewar or carly postwar periods. Although the underlying power strue-
ture (naval resources) remaing concentrated, it has not led to a strong
regime in the postwar period. Rather the international regime has hecome
weaker,

OF the nine cases in Table 6.2, an issue structure model helps to improve
our explanation of the pre-1920 establishment of the oceans regime and its
carly erosion in the 19405, and it accennts for a large part of the regime
changes in money in 1931 and 1971, which the overall strueture modet
was unitble to explain adequately. Yet neither of the two structural models
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fits well with the recent regime changes in oceans, wd several of our
gnestions about changes in monetary regimes in 1971 and 1976 remain
unanswered.

INTERNATIONAL ORGANIZATION
AND REGIME CHANGE

How do we account {or the [ailure of basic structural models Lo explain
all cuses of regime change well, particularly during the Tast decadep Their
failure is particularly marked for the oceans issue area, How do we ac-
count, for instance, for the inability of the preponderant naval state lo
deter the use of force against its tuna fishermen in a geographic area
(Latin America) where its overall hegemonic power was alleged to be
great? During the Cold War, bipolarity in the overall power structure
provided part of the explanation, but it is not adequate Tor the period
since 1967. How do we account for the fact that tiny leeland prevailed
over Britain in the cod wars? How do we explain the fact that the two
preponderant naval powers, the United Slates and the Soviet Union, have
Deen on the defensive in negotiations over the governance of vceans space
and resources?

If power were annlogous to money ina domestic economic system, these
discrepancies would rarely ocenr, and when they did, they would not long
persist. Actors strong in overall military power resources would redis-
tribute them to achieve equal marginal utility of oulputs across issue
areas. Similarly, actors with power at the underlying structure Tevel of an
issuc area would try to make the regimes more consistent with the under-
lying structure, In political terms these attempts would often lake the
form of linkages among issues — improving one’s position where weak by
linking results therc lo an issue in which one was strong. There would he
a tendency toward congruence hetween structures and regimes — both
within issue areas and between overall military structure and various issue
areas. '

In our monetary cases we found such a tendency loward overall con-
gruence in the 1940s and 19505, and wilhin the issue avea in 1931 and
1971, Yet in monetary politics, and even more in veeent oceans polities,
incongruities between structure and regime  exist. These incongruitics
suggest that power resources in situations of cmnplcx it|l(:r(h‘.pcndenco,
arc neither fully homogencous nor fungible. Capabilities in one arca may
not be easily translated into inlluence in another — or even, under existing
regimes and procedures for decision, into influence in the sane issue area,
One of our most important analytical tasks is therelore to understand the
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exceplions and limitations o basic structural hypotheses that rest on as-
suniptions about the fiungibility of power and predict high degrees of
structure-regime congraence, Or, to return Lo the metaphor we used in
Chapter 3, power like water may scek a common level, but the analytical
challenge is to understand the heights and strengths of the dikes and
dams that maintain separate levels and areas of power in world politics.

The international organization model developed in Chapter 3 helps to
account for some of these discrepancies botween the underlying power
structure (oveeall or issuc-speeific) and regime change. It assumes political
processes Lypical of complex interdependence, and an independent eflect
of rules and norms hoth within nud'sm'rmmding an issue area. Regimes
estublished in conformity with the inderlying power structure in one
period, may fater develop Tives of their own, Underlying power resources
nmay be immobilized by norms and political processes so long as the regime
remains in place. For example, the mles of the Bretton Woods regime im-
Il_"l()l,)i]i'l.(‘,(l underlying American monelary power in the 1960s, and allowed
Furopean comtries to put more pressure on the United States through the
halance of payments, as De Gaulle did in converting dollars into gold.

According to an iuternational organization model, outcomes are pre-
dicted hy regime-dependent capabilitics; that s, capabilities that are
legitimized and made possible by norms and processes that characterize a
regime. 1t should e clear that the power relations in a regime process
model are weakly based on sensitivity dependence, and are thus con-
stantly susceptible to being overturned by strong military states or by
states that have more power in terms of vulnerability interdependence
within the issue arca. 1t is remarkable that slates are constrained by
f'cgimcs and organizations at all. Under realist conditions, the overall (;1'
issue structure models should aceount for regime change, and an interna-
tional organization model should only help account for regime persistence
or lags in the timing of changes.

A major contribtion of the international organization model is indeed
to explnin regime persistence, but one can also derive predictions from it
about regime change. In this model, the breakdown or weakening of a
regime is explained hy changes in the norms and organizational processes
of world politics. A regime may be altered by the emergence of new
norms in other areas of world polities, which are then transferred to the
particular issue arca, or by the application of established norms (which
operate in other issue arcas or in particular organizations) to that issue
area. Similarly, a regime may he altered by political bargaining processes
that diminish the position ol the states with underlying i)()\vttr that gave
rise to the regime. Or, the development of netwoiks of political interaction
often centered on international organizations, may facilitate ngrccment)
on new principles for an international regime.
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As we have seen, if issue structure explanations are added Lo l!l(! averall
approach of traditional theory, they ((:ulll!lhl(‘.(l with the economic plr(.u‘:uis;s
approach) can explain fairly well three of lhc. four eases of regime m.,nl-
down or weakening in Table 6.2, Yet the hasic structural explanations do
not adequalely explain erosion ol the ocoans regime after 1967,

Oceans Politics

The erosion of the free seas regime since 1967 has heen .cmlscd Tnegely by
the norms and the political processes of the United .anmns. As. we nnt(".d
in Clmptcr 5, the norms and proccdur(:s of infernalionnl urg.:nn'/;n‘hf).ns m
the oceans issue area emphasize sovereignty and state “‘_l““l"l)’- I'his was
true in 1930 and 1958; but force still played a greater role in 1930, and
the coalition patterns at the Geneva Confnrcnul'. of 1958 reflected th(;
averall bipolar division of the world, By the mid-1960s, the tvy()l nuvnl
powers, the United States and Soviet Union, were less :\ntng(tmsh.c and
were both concerned over possible extensions of coastal states” claims to
territorial seas. They discussed the possibility of a narrowly defined con-
ference to deal with the issue. The 1967 speech hy the ambassador [rom
Malta, anticipating a technological breakthrough that would unlock thc.
treasure chest of the deep seabod, not only spu(-flud up the n'g(‘enda for
the great powers, but also recast the Issue more in lerms (3[ dwtrlhulingz
ocean resources than managing oceans space as i pul)li_(.- lngth.wuy. .A[lcl
the establishment of a Seabed Committee, the tnkage of additional issues
by weak states, and the General Assembly call for n Conference on i'.hc
Law of the Sea, oceans issues were determined as much lzy cgahtarmn.
organizational procedures and by c()nfron.l‘ztti(m hetween rich and poo
nations as by naval power or occans capabilities. o
The result, according to one observer of the negotiations, was that

major maritime countries no longer conlrol the p‘r()ccss. The process iiq‘]l'"'n-V-
controlled by the coalition which largely Jacks major occun-rcln‘tcd capabi |l||(,t
yet seeks to redress ingqualitics in the distribution of world income via lhe
medium of the ocean. Morcover, this coalition was mobilized, some ()ppunm!ls
would even say “captured,” by two groups: (1) those slates p\ilslnng lh(} 290-!1!“(!
territorial sea claims; and (2) those stales idcologivally seeking a redistribution
of resources and therefore income.?#

Patterns of influence in international organizations and. conference
diplomacy are often quite different from what one would predict fr()[m' the
underlying structure. Morcover, the l)r(mdcr' illl(l more gcncral' t]lw. orum,
the greater the divergence is likely to be. The structure of influence in
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the International Qceanographic Commission (I0C) or International Mari-
time Consultative Organization (IMCO), each with about seventy members
and a specific Tunctional jurisdiction, is quite different from the structure
of influence in a Law of the Sea Conference with twice as many members
and a virtually unlimited agenda. Negotinting Jaw of the sea questions in
the UN CGeneral Assembly resulted in an organization-dependent structure
ol capabilities resembling that of the United Nations Conference on Trade
and Development, in which the coalition of less developed countries (the
Group of Seventy-seven) first formed and earned its label, A study of
influence in UNCTAD in 1969 found that the correlation between influ-
ence in UNCTAD and structural power as measured by a general index
of overall power was only A3, and a8 measured by issue-specific power
(based on share of world exports) was only 412" Edward Miles found a
similar pattern of regime-dependent influence in the UN Seabed Commit-
tee; the Latin American and African groups were most influential, and
group cohesiveness was a much more important source of influence than
country capabilities or global status,?!

Not mlly did international organization create a separate organizali(m-
dependent structure of inlluence among states, but it also weakened the
bargaining position of the leading naval power. Potential coalitions at
international conferences are not restricted mercly to states. Sometimes.
subgovernmental agencies” intorests are more like those within another
country than those of competing domestic agencies. International mectings
sponsored by the United Nations provided the physieal contact and legiti-
macy lor some of these potential transgovernmental coalitions W0 become
active. The functional clubs at the Law of the Sea negotiations had this
cffect. As we saw carlier, American fallback positions in bargaining were
often disclosed in advance. A particularly important instance was the lob-
bying hy United Stales Interior Departiment and oil company officials with
less developed countries in favor of broad coastal state jurisdiction over
the continental shell (contrary to then official United States policy) at the
Geneva sessions of the Scabed Committee.2 Besides lobbying govern-
ments at international conferences, transnational oil and mining companies
have sometimes formed joint ventures in several countries to affect
governments’ pereeptions and definitions of their interests in hitherto un-
charted arcas. In Chapter 5 we presented further examples of transna-
tional and transgovernmental networks allecting political bargaining, All
these cases indicate that some “domestic” interests in the leading naval
power were not counstrained by national boundaries in their choice of
political strategies or coalition partuers.

One should remember that the international organization mode! docs
not completely ignore the underlying power structure. In oceans negotia-

I
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tions the structure of force lurks in the hackground, After all, the United
States or the Soviet Union could always refuse to ralily the oulcome of
the conference and could seud naval ships to defend, for example, deep-
sea mining operations. This possibility enters inlo the organization-depen-
dent structure of influence that statesmen weigh in conference diplomacy,
but force must compete with many other sources of influence peculiar to
conference diplomacy, As the politics of rade-making in the oceans issue
area worked after 1967, however, naval foree played a rvole only after
passing through the distorting prism ol international organizations. And
regardless of whether the United Nations Law ol the Sea Conference will
produce a treaty that will be ratified by most states, by 1976 the free scas
regime had been permanently altered by the political changes best ex-
plained by the international organization model.

Why did the predeminant naval power allow these changes to ocewr?
The answer lies mainly in the growth of conditions of complex interde-
pendence. The multiplicity of issues and channels made the United States’
“national interest” in freedom of the seas more dillicult to define and put
into practice. At the same time, the fact that using force was more costly
for great powers had a pronownced cffect on rule-making in the oceans
issue area. Unlike the monctary issuc areq, in which cconowmic power is
the basis of the underlying power structure, in 1he oceans issue area the
truditional wnderlying structire was based largely on naval forco, In re-
cent decades, force, unlike financial power, has hecome much more costly
for great powers Lo use against small stales. s use, or even the public
threat of its use, is highly visible, provokes immediate and intense oppo-
sition, and frequently contradicts important domestic values.

This change is not completely new. Tarly in this century,

little headway in restricting belligerent vights was made unlil Great Britain,
under the pressure of humanitarian considerations, the protests and threats of
retaliation by neutrals, compliints from British shipping interests over the un-
certainty of their (neutral) rights during the Russo-Japanese. War, and other
influences, voluntarily hegan to survender her more extreme demands, 28

Changes in public attitudes and interests helped to make foree less wuselul,
but the advent of nuclear weapons alter 1905 was more important, particu-
larly for the superpowers. As we saw in Chapter 5, as gunboat diplomacy
hecame less usable for the large slates, paradosically, the smaller powers
began successfully using gunboals in the postwar (but rarcly in the pre-
war) era. As naval force became more costly for the great powers, they
became more willing to tolerate rule-making politics characterized by the
organization-dependent power structire rather than resorting Lo the under-

lying power structure.
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I'he nternational f\-’l()llclui'y Area

I\-’lnncl'm)' politics is quite different: issue structure explains the break
down ()l" the regime l‘uirly well, and the new rules llm’t lbc;nel" rcd“.' )11((5}76-
were principally determined by the major international cc(%non:;l' 3 ]
finanein] powers, To some extent the change has been '\lc- (i 'il“(l
through the weighted voling system of the IMT; cvclm w'h'en «V(‘;("_“'l).'-‘ ot
('Iukcn,l the (||".~ilril)nlbim| ol vniiug power alfects rctsults. But it hnl c.:]s:)”l})cnc(jll
l(,(:nl(l.l ,))I'()((:iql\lalg.-(."”(‘Ull‘.’.c p(')wtu- away from the IMF itself, in particular,
-)' he 1962 decision c.slnhhshmg the Group of Ten (of which only i Tus
trinlized countries are members) in conjunction with the Ccn‘er'l] X'“( o
ments o Borrow, Working Parly Three of the OLECD and t'h(‘ B'“‘ll:]fc-'
International Settlements in Basle were also influential; ('tnd "l)((;t] ‘uf]' m‘
were almost co-terminous wilth the Croup of Ten.” o7 "Thc Sn ':I ET‘O"‘.P-“
Agreement that temporarily ended the crisis of 19.71 was -l ]‘I' e by
the Group of Ten, ‘ e negotiated by
Alllf(mgh I.h(- agreements of 1976 were dcvelup(‘.d formally througl
(r(‘nmmumfs of the IMF Board of Governors, the major induslr;"l]?' 1"'0llgl
trics (lmn.uml(:(l the process, Indeed, the crucial I_)rcakth;'()u;;lll.(i\(/n:()'lllr'::
y:):::::(dl 1:|l T'\Jm"('mhm'._l.‘)75, uflm" talks between France and the U.nii'c(l
i Ihe Ranbouillet summit meelings of six major industrialized
countrics.® These were then agreed Lo by the Group of Ten, ; . s l,'?(
(]ll(zl'_”)" by the Interim Commitice of Uie IMJF,20 ll\t the lé';;]t "“‘":‘“':'
meeting, the less developed countries received some concessio ]"']“lC;
to Imrruwing from the fund and proceeds from the lsa‘lo of“v(()ll(li" lI\(I ‘lt(“f
theless, they by no means dominated the process of l'c'n'm L,‘l N “3".“'
st(ﬁf{d, they were somewhat peripheral to it. B Bme changes tn-
,-(,_:,::;:(,((;;)l:,lrlt;lh,ﬁ(,‘,‘,':.ll' [lh(; ‘l].:uv of .l'hc S.en Conference is striking. Financial
e fire coc nn;\l ed; [?()llclcs ol the major counlries can be imple-
e ! 1.[. i|‘- \ \'\l ot |('.s0.r[v l(') force, and in incremental, carefully
latec ashion; and the_major industrialized countries could simply
(v.‘.stnl)llsh their owp inlernational monelary system apart rl'.()m the ih'lll;?l) ')f
llmrt‘lmdy were Lo prove too difficult. And i, any case, because l'l(l' G ’ ]
of Ten countries alone have over 56 pereent of the ,( u()l('wl in :IL y i(lzllllp
(even under the new arrangements Lo go into effect in J1976') ‘ ;L‘l g
fnrc[ mlnl).! i slighlly smaller pereentage of the voting power —:();lll':i((lcfx')ﬁl)ﬁ_
control is maintained eve ithi ganization.? T ‘ N
n()'lI'{]ns of mlc-sl'ute-()llc—\'():(:lcl:)v:::)ltllzllptll);(;/. rgaton™ The general UN
e international ory; izali ol s Lherefl i
phaining the ')I'C:lk(l()\\'!;’l“(])}/ :;:::"];:::;}:;: l\?\’::s:l’sul]:;;r:(te, es.;e:;tml N
gime, developed in January 1976, 1'(;llccl‘s :lccm.'zll ly t c und Iying dom.
nanee of major industrial powers, Yel to con(:ludcel)lltz,:(? (:"i)(‘]lf:(],),lslt)ﬁlgz::l:]
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explanation of the monetary area was entirely suflicient would he to ignore
a very important feature of that issue wrea. “C imtroversy over the choice
of an international monetary reghme,” Richard Cooper says, involves uot
only differences over goals and distribution of henelits, but “uncertainty
about the trustworthiness of other countries with regard to their hehavior
within any chosen regime.” ™ Despite high-level conflicts, a certain degree
of trust was built up at the working level during the Bretlon Wouods era,
An extensive and deep network of relationships developed among finance
ministers, governors of central bunks, and their subordinates, Transgov-
ernmental policy coordination became frequent, along with close inter-
governmental tes. Since 1973, informal coordination among central banks
has become much closer, as a means ol regulating and modulating a
flexible exchange rate system, and the major finance ministries have also
been in constant contact. Indeed, the 1976 agreement on regime change
(including changes in the IMI articles) depended on the beliel that further
development of close policy coordination munong major countrics could
moderate the eflects of flexible rates. This beliel was hased on the mutnal
confidence and close ties that were built up over several years, beginning
with the Bretton Woods regime, and that were disturbed Intt not irre-
vocably ruptured by the Nixon-Connally actions ol 1971, “The aftermath of
1971 was very different from the aftermath of 1931 The Toterim Commit-
tee proposed that

the amended Articles of Agreement should inchide a provision by which the
inembers of the Fund would undertake to collaborate with the Fund wd with
other members in order to ensure that their policies with respeel 1o reserve nssels
would be consistent with the objectives of promoting hetter international
surveillance of interational liquidity and making the specind dewing vight the
principal reserve asset in the internntional monetary system, :

Although it is difficult to document the precise importance of these policy
coordination networks, participants in the systemi consider them very
significant. Those who'ignore the cffects of clite networks created under
a previous regline risk misinterpreting reality.

In summary, the international organization madel is less precisely de-
fined than the basic structural models. Norms and processes that will be
ellective for all issuc areas are difficult to specily in advance. The predic-
tions of the international organization model are more indeterminate,
ruling out certain dircctions but leaving open alternate paths in the diree-
tions to which it does point. It is definitely a supplemental approach, to
be used when simpler and more determinate structural and economic
process models used alone would distort reality. Yet, as we have seen,
particularly for the oceans issue aren over the past decade, and in some
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sugnllh st ways for monetary politics, the international organization
model provides insights 1hat are eracial to understanding the polities of
regime change. .

LIMITS OF SYSTEMIC EXPLANATION St
DOMESTIC POLITICS AND LEADERSHIP

Systemic explunations are timited, They cnmnot explain, for example, why
powerful states sometimes do not use their resources to direct 03: control
international regimes, as for instance, in the case of the United States’
international  financial policy during the 19205, The theory of erodinl'
hegemony s only u partial explination, We need to introduce ]‘u ] h,:
pereeptions hehind changing events, and such lags can he cxplnincdg(.ml\'
by taking nccount of domestic politics fu the great powers and the domes-
tic eflect of transnational relations. This limitation aflects all of our 9);-
l(-m.ic models, hut particularly the two structural ones that focus on .t.h'(-.
hasie power capabilities of states. The international organization model
at least points us toward the political processes typical of complex inter-
dependencee, in which the line between domestic and international p lit""
is blurred. ‘ P

A theory of lcndcrship Ing helps to explain one of our cases — the
anomalous case of money witer World War I — and also helps us'undcr-'
stand the heginning of the erosion of the oceans regime. Charles Kindle-
berger has suggested that in periods of transition in the undcrlying power
structure of an issue areu, n newly powerful state will develop the capa-
bility for leadership before it perceives the benefits to be gained and {l;c
necessily for ils lun(lcrship. FFurthermore, sccundury powers, used to taking
leadership for granted, are likely to pursue policies that weaken the ws?j
!o.m. Thus, between the World Wars, the United States failed to CX(‘I';."I'\:(‘
international financial leadership, leaving this task to a weakened Bn;t'u'.w
zm(! IPrance "sought power in its national interest, without a(lcqun;cl\:
taking into account the repercussions ol its positions on world economic
or political stability,” ‘

A.[t(er World War 11, however, the United States seized world leadership
on international mouctary questions. After 1947, this lcudcrship was r‘cinl-
l«.)rccd by the impact of the Cold War and pnlitiu)-milil‘ury l)i[)()lall'il)' as
discussed in the previous seclion. A hierarchy of issues was est:\l)li'ih'cd‘
h.'ndf:d by national secwrily, Jixercising leadership on international Ilinun:
cial issues was part of the overall strategy of building militarily and
e'conomically strong allies in Europe and Japan, Building a stable interna-
tional monctary system was nl)vi()usly ¢rucinl to suceess. in the larger
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design, and short-term neoner antilist interests were ol allowed o
interfere, in the first Lwenty or so yeurs alter World War 11, By 1971
ambiguity had arisen. While officials in the state and treasury depart-
ments were announcing to Congress the subordination of international
monetary policy to national seenrity policy, Presicdent Nixon was publicly
justifying his actions to [orce devatuation on the grounds ol creating jobs.
Until at least that point, however, American oflicials” heliels in the need Lo
dolar strang, lad heen strong motiva-

exercise leadership, and to keep the
United Stales to

tions for using the uuderlying power resourees of the
maintain a dollar-centered international monetary regime,
Kindleherger's theory of leadership fagr was designed Lo apply to the
interwar monetary system, where it cerlainly contribules Lo our under-
standing of regime change. 1t also helps to account for American be-
havior in the oceans issue arca at the end of World War 11 Throughout
the prewar period, Britain had been the leader in preserving the regime
structure.»The United States had not only been something of a {ree rider,
but had demanded exceptions to the regime when strong domestic inter-
csts such as prohibitionists and the Justice Department or West Coast
salmon fishermen pressed their demands on Congress and the president.
The Truman Proclamations of 1945 arose out of the domestic polities of
the fishermen’s lobby and the domestic interests of the oil industry in off-
shore drilling. Leadership was taken by the Interior Department, The
published documents indicate that the navy did not play a significant roles
and the State Department plaved only a secondary one T sense, the
Cruman Proclamations were a leltover from the 19305, Tn 1945, the Uniled
States was the de Tacto leader, but its leadership pereeplions were still
those of a free rider until Latin American imitalors shocked it into new
perceptions of its systemic interest in regime maintenance after 191G,

In both the monetary and oceans issucs, altempls to exercise leadership,
once the need for it was perceived, were complicated by the diversity of
interests involved. In the oceans issue area the diversity ol interests in-
creased dramatically alter World War 11 wilh the growth inits complexity,
Whereas fishing and navigalion were the major uses of the oceans belore
the war, after 1945 the rise of new issues such as offshore drilling, deep-sea
mining, and ecological protection confronted the United Stales govern-
ment with a large aray of “domeslic” groups and corporations that were
concerned about oceans policy. Morcover, one of the new issues, ollshore
drilling, reinforced constal rather than high seas interests, and the most
valuable American fishing was coastal rather than in distant waters. Un-
like Britain leadership, which [aced a happy coincidence of ils security
and economic interests, American leadership of a free scas regime sullered
from internal cross-pressures.

In the monetary areg, lwo American policies tended o damage domestic
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interests: allowing Firope and japan to discriminale against the dollar
and thus against American goods; and maintaining a stable ‘V:llll(‘ for l(hl<:
dollar even as Ewrope and Japan regained their competitive .)osilion
l'mpm't-cmnpcting industries, and workers in those industries wlcrc -
(l(.!lllill'l)' huet by those policies. As the United States 1;4111|;éc of trl'mll:
sl!ll.)ll)(:(l( into deficit and the iemployment rate rose in the l‘ulc ‘ISJG():»‘ ‘::u(i
”:(l )|{(,,I-,.:7U7" .pmlvs‘:lf; ugﬂ:ninsl‘ this silm'lli(m rose, although they at first took
e T ‘I“() (()III])'.IIII'(.S on the frade side, not the monctary side. The AFL-
”;(s il:((:.r;:ll:;.d[.)lnl('(tlmmsl; pressures for (quotas on textile and steel pm(i.
In the face of these pressures, perhaps what is most remarkable, both in
oeeans and monetary policy, is not lhc.(-xccpti()ns but the extent ;0 which
Amcn.'lcnn policy was defined in systemie terms, with the United Stat
cast in the role of leader, On the whole, the navy, distant-water fisher o
and shippers were able to define “the national in't;*.rcst” in 0ée’1m A)oli(l:l:e'n‘
A classical maritime fashion between 1947 and 1972, Until 19‘71. {he I\)J ”:
York financial community’s attitudes, as reflected in the views oé the F:(‘l‘-
cl'nl'l(csm'vc Bank of New York and a succession of ]lighl rovernment
()'ﬂicmls from Wall Street, were rellected in postwar Ameri -:ﬁn intcm'll-
(l(')nul monetary policy. In 1971, however, it was not a banker who ndvis‘c‘(l
Nixon to take strong action, but “Mr. Peter Peterson, ex-president of ﬁell
and Iowell, a midwest corporation which became a conglomerate by
being driven out of its original photographics by Japanese co%n wtitio; i
And the treasury secretary was o man who had risen through l]c as p li
lics, not the Wall Street Bnancial voule. & e pe
I both oceans and monetary policy, organizational or economic interest
])ltﬂ'l'(!ﬁ.‘s‘(&(l a case for systemic leadership that was attractive to rlul)’\li\'
arviented political leaders, 1 is not that distant-water fishermen s';:i ))lcr;
and the navy determined oceans policy themselves, or that th,cl b’il!k(‘:"\j
controlled monetary policy absolutely; but that as long as oppositlion l(‘)
tlu-..‘ﬁc groups was not very strong, they benefited by being able to identify
thcu'.prcfer(.‘.nccs with contemporary political conceptions of America’s
role in world aflairs. The particular interests of domestic groups and t;l(.‘
perceived national interests of the political leadership reinforced C'IC]I.
f)llmr. although more consistently in international monetary aflairs lf'
m()’c ans policy. oyt T
This !)1'i||gs us Lo the question of domestic actors’ political strategies, as
they all(.:ct international leadership. Diflerent groups have di.ﬂc;'(‘nit’ i|‘1‘l(-‘rl-
ests, which in principle are hicrarchically organized by policy ;lcciwi S
and dressed up with the cloak ealled “uational interest.” lI()W()‘\’(‘I' 'll' OI'L-
lmlcd'cnrlicr, the politics of inlernational organizations and c,onf;:lr;n"“
Sf)lllcllllles provide opportunities for de lacto or active coalitions of Cf‘"’“
tional groups whose mutual interests difler from that hiemr;:lly. Don(:lcs‘;;lc—
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groups compete to allocate issues amouy international Torums; 1o link or

sepurate issucs. In the process they politicize the issues, stimulating the
attention of a broader range of interest groups wnd bhureaucracies, As a
result, the national strategics of major states nay not he shaped simply by
perceptions about international system leadership, but by domestic inter-
ests. Predictions about congruence between international structure and
international regimes may fail becanse key domestic actors in major states
capture the policy process and turn policy loward their interests, and
against the politico-military interests or the aggregate cconmmic inlerests,
by which realist theory assumes states are guided.”

In the oceans issue area, domestic actors’ strategies, particularly those of
prohibitionists and fishermen, had a major effeet in the prewar period, but
between 1948 and the late 19605, the navy wus more cflective, and United
States policy was oriented toward leadership of the system.} Sinee 1967,
as Ann Hollick has shown, the politics of rule-making through international
organizations and conferences has led from international to domestic poli-
ticization of the issue, has aroused and involved a broader range of
domestic interests, and has subsequently strengthened the position of
coastal interests in the United States. The nalional interest expressed in
the United States policy enunciated in May 1970 lurgely rellected the
view of the navy with its strong emphasis on seeurity and [ree seas. Sub-
sequently, the American position was congidernbly transformed s domestic
actors with coastal intercsts interacted with resource-oriented weak states,
which promoted broad linkage of issues to improve their hargaining posi-
tions. In a sense one can imagine the Law of the Sea negotintions as con-
sisting of national positions, which are cross-cut by two large potential
coalitions, one coastal and one maritime. The existence of these potential
coalitions influences national positions over time as governmental subunits
or nangovernmental nctors pursue stralegies thal streteh and strain the
bounds of national policies.

In the international monetary policy issue arca, political strategies by
domestic groups were more muted. The Freasury and Stale departments
have vied for dominance; and nongovernmental organizations with divect
interests in the arca, such as banks and mullinational corporations, have
expressed policy views. But there has heen more public controversy about

® To some extent this is the old issue of the dilference between “systemic” and “na-
tional” determinants of international politics, For a general discussion with relerences,
see K. ]. Holstl, International Politics: A Framework for Analysis, 2d cd. (Englewood
Cliffs, N.J.: Prentice-11all, 1972), pp. 353-400.

t In 1948, fishery interests pressed for the ereation of a hurcancratic ally in the State
Dopartment. Until recently the resulling position of special assistant for Rsheries and
wildlife has tended to he held by persons previously associated with distant-water
fisheries.
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!ru(h- .is.s'm‘.s' and the activities of multinational corporations. Monetary
issues tend 1o be more technical than trade questions, and .t‘h('ir ('ll'(: l‘s
seem less easy o understand o 1o ussess than those of l'cxtilc im )()r(; ()Al(" l
runaway plant. Representatives from labor unjons or import C()lnl)cti;l ! ill
dustries can more readily identily the henefits from import uo{'w 0[; "-
expunded adjustment-assistance program, than from dCVilll(I]'lti();ll ’of t‘lm-
df)llnr. Analysts often observe that even when, from an ccono‘miv wint Nf'
view that tukes into account the long-run general interest )()]i[i(;'lll 4 “”
ought to e discussing exchange rates, they are in f‘lcl“l'l'l]}(' s '(l ot "’”‘
straints on trade or investment, l g hodt e
.Ef.-nnomists have nsed the term money tllusion to refer to popular at-
tention to wages and prices expressed in‘nmnctm‘)' rather llmnlr(-l-ll t'crn ]
Aunalogously, und particululy under the stable fixed rate re rimc.‘of Bl(":
(()l.l Woods there has heen a political money itlusion; politicn%’ roups h'\;r-‘
paid less attention to the welfare consequences of m’onetnry poﬁicv ltivu; ((()
.lh(' more readily apprehended trade policy. Whether this p()]itic-/ﬂ m‘om-\'
illusion is weakening after the events of the 1970s and under ﬂcx‘il)lc rates

is an important guestion for t] i

i mportant uestion for | 1 .lu.lurc. Thus far the uncertain eflects of
ary changes, particalarly for people who do not understand the
l(-.(:hn'lculili(-s involved, provide strong incentives for political ucll'()r*; (who
are often oriented toward the short run anyway) to focus on s )cciﬁ(.: trade
and fnvestment measures d(esigncd to correet fmmediate pr;)ll)lcnw (“un(-
gress, and groups with access to it, usually stress trade and inv(l:;tn;cnt
policy rather than monelary policy, ’ o
‘ We have defined politicization as increasing controversiality and agita-
tion that raises an issuc's priority on the policy agenda and the lcvcs (l)f
government al wlhich it receives attention, Roughly speaking )()li‘ticim«
tion that leads 1o top-level atlention comes Trom two diroiii(l)lw- fl'().:l
below (domestic politics, whether popular, legislative, or |)l|l'C:l'\l.(.'l"llit‘;
and from the outside (the activities of other g()\'crmncul; and illl(‘l'll'l'lil()ll’l.]
organizations). The way in which issues hecome politicized ul'l‘('ct'l# lllw
government’s ability to adopt an international systemic perspeclive r.nllwrl
than a domestic perspective. Postwar money and oceans provide an illumi
naling contrast, ‘ -
(?vcr:lll, ol cowrse, international monctary poliey, as well as oceans
policy, has become much more highly politicized in recent )'(‘.:ll':i But‘ I.Ill
l!m monetary aren, politicization has principally heen a result ofl .inlcrn'l-
t!(mul systemic crisis, in which counditions for llnaintmmncu of an flll(‘l‘lltl—
tional regime were increasingly inconsistent with ceonomic tic:
realities. It has not been can
oceans policy area, 1y

and political
wsed by domestic group strategies. In the
1. by contrast, politicization was initially a result of
olh‘er governments: strategies, particularly those of less dcvci()pvd mations
which have apposed the constraints of the old regime and th(;l'cf()l:(;

I
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opened the issue area to competing proposals for new sets of rules. Their
strategios stimulated the other source of polilicization, domestic actors,
which responded to:their own changing interests and to the new problems
and opportunities created by the forcign governments’ actions. The com-
bination of forelgn and domestic pressires Incrensingly constrained the
United States governiment from adopting a systemic feadership approach,

Our discussion of international leadership has turned out to be complex.
Leadership is affected not only by perceptions of top officials but also by
domestic and transnational groups and organizations. In the oceans area,
perceptions were slow to change and the Truman Proclamations, which
reflected the domestic politics of the 1930s, contributed to a process of
regime crosion that worked against the international systemic interests of
the United States. As politicians and oflicials began to view the United
States as a system leader, the position of groups and organizations with
interests in a free seas regime was reinforced, but their dominance was
weakened again in the 1970s as increasing domestic politicization and
transnational coalitions brought these policies under attack. In conjunction
with the opportunitics provided by international negotiations on oceans
questions after 1967, the activities of these groups made it more difficult
for the United States government to take a coherent stand; thus, it is
more difficult for the analyst to predict United States hehavior on the basis
of a structural model.

CONCLUSION

We said in Chapter 3 that analysis should start with the simplest possible
explanations, and add complexity only as necessury to fit reality. Adequate
explanation will often require a combination of models. The simplest and
most familiar combination is of the cconomice process and overall structure
models. Indeed, this combination underlies many traditional analyses. As
Table 6.5 indicates, this combination of models accounts very well for
three cases (oceans, 1945-46; moncy, 1944-48; moncy, 1958), and quite
well for the establishment of the oceans regime before 1920, Yet five cases
of regime change, including the three most recent ones, are not well. ex-
plained by this formulation. Britain’s decision to return to gold in 1925
requires one to take domestic politics and leadership lag into account.
The collapse of sterling in 1931 was allected by economic processes in the
context of political weakness; but it was also strongly influenced by the
particular pattern of relationships within the issuc area, as a result espe-
cially of the undervaluation of the French frane relative to sterling. There
was an incongruity between the underlying power of states and the provi-
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TABLE 6.5 REGIME CHANGE: ECONOMIC PROCESS AND
OVERALL STRUCTURE MODELS

Date Issucarea  Accounted for by combination of these two models?

tablishnient or Reconstitution

Regime I

Pre-1920  Oceans Yes. Economic factors explain incentives to act. Overall
structure explains Britain's ability to act, with some
modification to recognize Britain's particularly strong
naval position, as opposcd to her overall military position.

1925 . N - . i .
: Moncy No. Postwar American military and economic power

would predict an American-centered regime. Perceptions
from previous hegemonial situation and Jeadership lag arc
necessary for explanation,

1944-46  Moncy Yes, particularly by the overall structure model. There is
American cconomic and military preponderance,

1958 Money Yes. Kuropean cconomic recovery occurs in a context of

continued American overall power,

1976 Moncy No. The economic process model indicates incentives to

agree; but the overall structure model mispredicts results.
Analysis of political networks is required.

Regime Weakening or Breakdown

1931 Money Only partially. Onc needs to look at power relations

within the issue area, partly as a result of the undervalua-
tion of the franc in relation to sterling, to get an adequate
explanation.

1945-46  Qccans Yes. The cconomic process model indicates new problems
and incentives for the U.S.; the overall structure model
cxplains why the U.S. had power to take its action; and
why it did not stop South American extensions.

1967 Oceans Partially; pereeptions of anticipated benefits due to tech-
nological change were important. But the overall structure
madel fails. Political processes of international organiza-
tions are important.

1971 Moncy Partially; technological change, and changes in overall
cconomic capabilities, contributed. But one must examine
changes in the issuc area structure of power, and incon-
gru.itics between underlying resources and the rules of the
regime. ’

I



160 | THE POLITICS OF RULFE-MAKING IN OCGEANS AND MONEY

sions of the de facto international regime, which Britain coubd change by
allowing sterling to foat, Likewise, the structure ol power within the issue
area is important for an explanation of the events in 1971, Ouce again, the
rules of the regime were inconsistent with the underlying power structure,
In both of these cases, our issue structure model was most relevant, -

"“The combination of uverall structure sund cconomic process models also
does not explain the shift in the oceans regime alter 1967, Here the poli-
tical processes of international organizations were most important, Finally,
the overall structure approach does not adecurately explain the reconstitu-
tion of the international monctary regime in 1976, since neither overall
military nor economic power beenme much more concentraled hetween
1971 and 1976, Knowledge of the overall capabilities of major states, aned
their policy preferences, would have been insuflicient to predict the
regime outcomes. On the basis of those factors in 1971-72, one should
have predicted a restored fixed rate system, with adjustments in exchange
rates in favor of the United States. This was the immediate result of the
December 1971 Smithsonian accord, but it was incompatible with the
rapidly increasing volume of international financial flows and with changes
in international banking, Britain’s decision to float the pound in June
1972 and the eventual floating of the dollar in March 1973 were prompled
by the specter of rapid fund transfers that major central banks did not
believe they could contain, The cconomic provess madel corvectly points
to the incentives that governmental officials lad for reaching agreement,
and American strength in the issue structure of power nceords quite well
with the outcome. But without an analysis of the political networks among
major countries, which developed under the Bretton Woods regime, one
cannot explain why these incentives should have heen so much more
effective in 1971-76 than thoy were in 1931-36.

Table 8.8 shows how well the overall structure model, combined with
the economic process model, explains regime change, under conditions
approximating realism and complex interdependence, One can: see that
the explanatory power of these traditionad maodels is high for situations
close to the realist ideal type, hut not for conditions closer to complex in-
terdependence.”

Table 6.8 suggests three important propositions. which cannot he delini-
tively proved on the basis of two issuc arcas, hut which are supported by
our study of money and oceaus.

® The full application of Bretton Woods wules after 1958 is possibly a deviant ease
since force was not directly used and multiple chamnels existed in lhe issue arca.
Table 8.8 assumes, however, that the role of foree throngh linkage to overall American
hegemony in the Western alliance — as discussed in the Tast chapter — represented
conditions closer to realism.
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1. With respect to trends In the conditions of world politics over the
past hall centiry, the complex Interdependence idenl t )(‘- see :I' l“
be becoming increasingly relevant. The three most recz}ﬂ.é H '(:

all closer to complex interdependence than to renlislm e e

2. Wi.lh respect to the relevance of theories of world ;)olltl'cs it scems
quite clear that traditional theories hased on overall structu;'c n::;(hll:ﬁ

and 'c?onomic process models explain regime change undef ; ILI

c.ondlm‘ms much better than under complex interdependence len(ll:

(t:;)ns. 'llce traditional models are particularly weak for exphum(;;:)n;
recent cases ic| ondi l

o 5,(:::, ll((;.ll(.:,(..:llilll)]i\::;lldl the conditions of complex interdependence,

These two propositions together imply that traditional theories of

wm'l.d politics, as applied to oceans and monetary politics 'u'e. be

coming less useful, and that new theories based on issuc ,st;-u t vo
and international organization models will frequentl i)e need ‘;'}'_"'

understanding reality and framing appropriate p()liclg.;. e

3.

Rc.:gm'dless of how well these propositions are substantiated. or how
tensively they are qualified, by subsequent studies of other issue areas 07‘:
should remember our carlier warning that trends towm‘d‘;:on(iil'i s W(l;
complex interdependence are not irreversible, Not only does the (,0’“: '(')l
patlern we discovered in money prove the point, but an intc;nse t]n?eLn:L;J
tury major state’s military security would undoubtedly affect conditions
In many issue arcas and increase the relevance of overall structure modcl#l
TABLE 6.6 POWER OF OVERALL STRUCTURE AND
ECONOMIC PROCESS MODIELS

Conditions in the Issue Area

Nearer to

‘ Nearer to complex
" . ' . : e
Explanatory power realism !

interdependence

High Occeans, pre-1920
Occans, 1945-46
Moncy, 1944-48
Moncy, 1958

Low
Moncy, 1925

Moncey, 1931
Oceans, 1967
Money, 1971
Money, 1976

n
In
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Nor does approximation to conditions of complex interdependence imply
that the politics of dilferent issue arcas will he the siune, On the contrary,
we Tound that althongh aspects of an inlernational organization madel
hclp to account for recent clmngcs in the monetury area, an issue struclure
model explains them most Tully. In oceans, this was not the case, As we
saw cwdier, at both the underlying and regime-determined levels, the
distribution of power capabilitics in the monelary area reniined guite
concentrated. In oceans, on the other and, as underlving power resources
(naval force) became constrained under conditions ol complex interde-
pendence, the procedures of international organization  becume more
important.

We also found that the patterns of politicization in the Lo issues were
quite different. Much of the politicization in oceans tended to be from
“below,” inside domestic American politics, thus constraining the freedom
of the dominant government aclors to implunu'nl pnli(-_y. In money, on the
other hand, politicization has generally heen fron outside, allowing the
implementation of a more systematically oriented policy, Becanse of this
pattern, money reccived more consistent presidential attention than did
oceans, and consequently a coherent government poliey was casier to
maintain,

Finally, management of a stable intermational monelary: system: comes
cluse to being a public good, that is, all states cin henefit Trom it without
diminishing the bencfits reccived by others. To the extent that slates
perceive a public good from which they all gain, they tend o be more
willing to accept leadership. In carlier cras, when the major use of the
oceans was as a public highway, management of oceans space and re-
sources was also freqquently perceived as heing a public good, as indicated
by the British memorandum quoted in Chapter 4. With technological
change and the dramatization of oil and mineral resources afler 1967,
oceans politics focused more on distributional (uestions and how Lo fence
or prevent fencing oll puarts of the global commons. Under these condi-
tions, many states no longer saw great power Teadership in maintaining a
free seas regime as a public good, and thus maintaining the regime be-
came more costly for the great power.

Our conclusion from this comparison of the politics of regime change in
oceans and money is not that one simple madel can be replaced by an-
other, but that international political analysis will have 1o hecome more
discriminating. An eminent economist has said that & member of his pro-
fession, like a dentist, neceds hoth a hag Il of different ools and the dis-
crimination to know which to use at the right time® The same is true of
political analysis. Onr conclusion is that the traditional tools need to he
sharpened and supplemented with new tools, not discarded,

PART INI

Regimes and
Two Bilateral
Relationships



UNITED- STATES
RELATIONS

WITH CANADA
AND AUSTRALIA

Chapter 7

The concept of complex interdependence — defined by the absence of
force, the lack of hicrarchy among Issues, and the presence of multiple
channels of conlact between socicties —is an abstraction rather than a
deseription of reaiity, Insofar as an actual situation approximates these
ideal conditions, we expect to find a politics of complex interdependence
as outlined in Chapler 2. We found many features of such a politics in the
issue areas of oceans and money, Yet neither issue arca fit the conditions
of complex interdependence perfeetly. In the last chapter we discovered
that when the conditions of complex interdependence were approximated
more closely, the overall structure model was least uscful for explanation,
and issue structire and international ()rguniznlinnul cxplmmli()ns became
more usclul,

Our approach in this chapter will be different from that in Part II. First,
we are cutting into the reality of interdependence from a different direc-
tion by comparing relationships between countries rather than global
cconomic issucs. Second, we deliberately chose a ease — Canadian-American
relations — that scemed most likely to fit the three ideal conditions of
complex interdependence. We do not consider Canadian-American rela-
tions a typical case from which to generalize about world politics. We
chose to examine a half century of Canadian-American relations because it
would allow us to examine the political processes of compléx interdepen-
dence in practice: to sec how they have changed over time, and how they
affect the outcomes of high-level political conflicts in which military force

M
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plays no role. If there were no signilicant efleets in .snch a “most likely
case,” then, even with qualifications for differences ol degree, our expec-
tations about political processes of complex interdependence would prob-
ably not be very fruitful for broader analyses of workd politics.!

We would like to go further and bhave a series ol studies llmt.' wounld
allow us to say how broadly the gencralizations abont complex interde-
pendence in the Canadian-American cise could he extended. Wl'mll‘ are
the effects, for example, of political friendship, cultural distance, or different
levels of economic development? Such ambitions are heyond the prac-
tical scopé of this.volume, Instead, we chose a second case — Australian-
American relations — that would at least allow us o hold some faclors
constant while we looked at the effects of internntional differences that
help us compare the predictive power of dilterent theories. We chose
Australia because of its cultural and political similarities to Canada, allow-
ing us (as best one can when the real world is the laboratory) to hol.d
constant the effects of size, general economic chm‘nctcﬁstics, and domeslic
political systems, while we look at the eflects of dillerences in 'thc two
countries’ military security and at the costly cllects of geographical dis-
tance.2 :

In other words, we have chosen two cases Uhat dilfer in their approxi-
mation of complex interdependence while being as similar as pns:ﬂil)lc in
other ways, The Australian case is much further than the Canadian one
from complex interdependence. In hoth cases, political conflicts are re-
solved without resort to military force. In Australian-American relations,
however, military security has clemly dominaled the agenda, the pr()'tcc-
tive role of military force has remained crucial, and distance has Himited
the multiple channels of contact. As one observer has said, “Think of i
Canada that had been towed away from where it s, and moored ofl
Africa, and the problem of Australin’s physical location becomes clear.™*

Distance, of course, has other cllects as well. The proximity of the
United States and Canada has generated issues — such as those having lo
do with the St. Lawrence Scaway, airborne pollution, and smuggling —
that would not be found among more distant partners, no matter how
extensive their relations were. Furthermore, in the nuclear era a shared
fate binds the United States and Canada. Canada would be scverely
damaged by an all-out nuclear attack on the United States, regardless of
whether she was herself meant to be a target of such an attack. Neverthe-
less, these cases are matched closely enough to allow us to search for the
elfects of complex interdependence on bilateral relationships.

Because of the diflerences between them, we should not be surprised
that the pattern of outcomes of interstate conllicts in the Canadian-Ameri-
can case contrasts with that in the Australian-American relationship. We
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shall show that part of the dilference is accounted for by the political
processes of complex inh-rdvpmulmu:v present in the Canadian case. At
the end of the chapler we shall show how, even in Canadian-American
relations, stroctural and economie provess models contribute part of the
explanation of owtcomes and regime. Wirst we must docide how closely the
Lvo cases approximate the conditions of realism and comPlcx interdepen-
dence and demonstrate how the political processes predicted by each ideal
type adlected the pattern of outeomes of political conflicts.

CANADIAN-AMERICAN RELATIONS AND
COMPLEX INTERDEPENDENCE,

In general, Canadian-American relations hit closely the three conditions of
complex interdependence set forth in Ghapter 2, Military force plays only
a minor role in the relationship! Two carly American military invasions
of Canada are regarded loday as ancient history. Though occasional fears
of American military invasion lingered until the eve of World War 1, the
fear of military threat was probably over by 1871, and certainly Ly 1895,
The last official Canadian military contingeney plan for defense against an
American invasion was an historieal curiosity by the time it was scrapped
in 1931.%

As we argned in Clhapler 2, the absence of military force as an instru-
ment for achicving positive goals docs not mean that military force has no
role. Sinece World War L, the Canadian-American military alliance against
external threat has been a source of hoth close cooperation and serious
[riction. Some of the most lar-reaching steps toward continental coopera-
tion ocenrred during wartine," Similarly, one of the most serious crises in
postwar relations, and one that led to the Tall of a divided Canadian gov-
crnment, was over the nnclear arming of missiles involved in joint Cana-
dian-American defense against the Soviet military threat. But military
threats, or even threats of withdrawing military protection, have not char-
acterized the hargaining process.

We also noted in Chapter 2 that military force can sometimes play a
latent vole. 1ts possible nse can set significant structural limits on the poli-
tical process. Such limits, if they exist, are extremely broad and not very
constraining in the Canadian-American relationship. One might stretch
one’s imagination and conceive of situations in which military force might
be used, but such speculations are hardly credible. They only remind one
ol the Red Queen Lelling Alice in Wonderland that she could think of six
impossible things hefore hreakfust every day. -

Canadian-American relations are also notable [or the multiple channels
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TABLE 7.1 SELECTED TRANSNATIONAL PROCESSES:
UNITED STATES~CANADA

IMMIGRATION
Year U.S. to Canada . Canada to U.S,
90,000
1920 40,000 \
1938 6,000 14,000
1953 9,000 46,000
1962 11,000 44,000
1971 23,000 23,000
VISITS (millions)
Year U.S. to Canada Canada to U.S.
d
1920 nd n
1938 nd ;;i
1953 28 u
1962 32 e
1971 39 E
TRADE ($ millions)
Percentage
Canadian of total Percentage
exports Canadian U.S. exports of total
Year to U.S. exports to Canada U.S. exports
1920 581 45 921 12
1938 279 33 460 15
1953 2,463 59 2,940 19
1962 3,608 57 3,970 22
1971 11,665 66 10,951 21
INVESTMENT
g i U.S. as percentage
Year Cl:r;s;dl: '('5 ;:el;l,::u'r'; of foreign investment
1920 1.6 (1918) 36
1938 4.2(1939) 60
1953 8.9 ;;
1962 19.2
1971 28.0(1967) ) 81
Sourcer M, C. Urquhart, ed., Hi; ical Statistics of Canada (T MacMillan, 1965);

Statistics Canada, Canada Year Book (Ottawa: Informstion Canada, verious years); Statistics
Canada, Canada’s International Investment Position, 1926-67 (Ottawa: Information Canada,
1971); United Nations Statistical Yearbook (New York: United Nations, 1961, 1971).
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of contact between the two countries. Each counlry is the other’s most
important trading partner, Each year some 38 million Americaus travel
o Canada and some 34 million Canadians visit the United States, Re-
cently there have been between 20,000 and 30,000 permanent immi-
grauts in each direcltion. American magazines and television capture a
large portion of Cunadian altention. In the late 1960s American residents
owned about 29 percent {(by value).of Ganadian corporations involved in
manufacturing, energy, mining, railways, utilities and merchandising, In
munufncturing, the figure was 44 percent.” Moreover, as Table 7.1 shows,
many of these socictal connections have increased since 1920.

The two governments, ns well as the socicties, have multiple points of
contact, About thirly-one  American federal agencies and twenty-one
Canadian counterparts deal directly with ench other, as do some states and
provinees.® A study prepared for the Canadian Parliament found that in
1968 there were about 6,500 visits back and forth across the border by
government officials from the two countrics, Only 139 of these visits were
to or from the Canadian Department of External Aflajrs.? The telephone
is miother channe) of divect contaet, In one weeok in November 1972, there
was a daily average of 340 calls betweon the United States and Canada
on the United States government’s IPederal Telephone Service toll-free
lines.' The clnssical image of governments interacting through their for-
eign offices is clearly inappropriate in the Canadian-American case,

TFinally, the agenda of Canadian-American relations shows a broad
range of issues without a preponderance or domination of military security
concerns. Because of the multiple contacts deseribed above, it is virtually
impossible to wap the entire agenda of relations, but for 192046, we can
map the relationship deseribed in diplomatic documents (see Table 7.2).

The documents show a high preponderance of economic issues on the
interstate agenda (except for the war years); and a tripling in the average
number of annual interactions, from 6.4 per year in the 1920s, through 9.2
per yearin the 19305, to 17 per year ju the carly 1940s. As the agenda be-
came more complex, the proportion of issues coming before the president
increased somewhat, hut the most dramatic change was the decline in the
proportion of issues handled by cabinet officials (primarily the sceretary
of state) and the rise in the proportion handled by the bureaucracy. If
we limit ourselves to the "Prcsideit’s public agenda, indicated by Public
Papers of the President, we find social and cconomtic issues comprising a
major portion of the anmual references to Cavada except in wartime
(Table 7.3).

Not only have socioeconomic issues been prominent, but it has often
been diflicult to establish and maintain a consistent hierarchy among is-
sues. In the experience of an American official,
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TABLE 7.2 INTERSTATE INTERACTIONS
WITH CANADA, 1920-46

1920s 19305 1940-46
= 64) (n: 92} (= 119)

Issue Area (government objectives)

Mili[ﬂl’)’ 3% 5% 44.%
Political 8 10 20
Social 16 20 6
Economic 72 G5 30
Level of Attention in United States

President 12.5% 15% 16%
Cabinet officers 75 34 20
Other officials 12.5 50 64

Source: Foreign Relations of the United States (Washington, .C.: U.S. Government Printing
Office, 1920-46).

Neither country has found it possible to list Tormally, with meaningful consensus,
its priorities toward the other in any specific form. 1 condd not be done without
simulluneously applying corresponding prioritics to aspects of domestic policy,
and consequently to constituent groups. . . . “Country papers,” “policy analysis
and resource allocation papers,” and so forth have some disciplining value when
the componenls are principally active in foreign aflairs. They can be little more
than bureaucratic exercises when inlended to discipline as well some of the

major “domestic” departments and regulatory hoards. !

Although high-level attention from the president or a preponderant cabi-
net official such as Treasury Sccretary Connally in 1971-72 can temporarily
impose a set of priorities on the agenda’s multiple issues, it is alimost im-
possible to maintain the high level of attention necessary lo enforce co-
herence and consistency. Thus the realist assumption of a consistent
hierarchy of national goals with sceurity at the top does not fit the Cana-
dian-American case.

Ever since World War II the Canadian-American relationship has been
governed by a regime based on alliance, constant consultation, and prohi-
bition of overt linkage of issues. Although the regimes that govern bilateral
country relationships are much broader and more diffuse than those which
aflect the issue areas we discussed in Part 11, the weakness of the formal
institutions in a relali()nship such as that between the United States and
Canada does not signify the absence of a regime or of international or-
ganization in the broad sense in which we have defined it. On the con-
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TABLE 7.3 ECONOMIC AND SOCIAL ISSUES AS PERCENTAGE
OFF ANNUAL REFERENCES TO CANADA®

Total number of

Period references to Canada Percentage
Roosevelt to 1940 16 80
World War 11 16 23
Truman after 1945 36 65
Eisenhower 36 55
Kennedy-Johnson 52 55

. s I : 3 e, . v e
T;’a“;;’;;)jlbhc Papers of the President (Washington, D.C.: U.§. Government Printing Office,

a. Purely pro-forma and goodwill stat

were excluded.

trary, diplomats and close observers were quite able to describe the
expected procedures and rules of the game. Indeed in 1965, at the behest
of President Johnson and Prime Minister Pearson, umlmssnzlm's Mcrchmill
and Ileeney summarized the procedures for consultation within the alli-
ance that came to be called quict diplomacy.!2 Aund the avoidance of overt
linkage is deseribed in the words of another experienced diplomat: “mar-
ginally you may shade a deal to create goodwill, but basically each deal
must stand on its own.” 1#

This postwar regime is not immutable, In the prewar era, although force
was not used and economic issues dominated the agenda, the procedures
in the relationship were (quite different. Moreover, both sides frequently
]1!1ke.(l unrelated issues for bargaining purposes, although the Americans
did it more successfully, The postwar regime, with its symbolism of a
common cuause and its constant consultation, developed in response to the
Slilg(:;:l t\l;:lfll in World War II and the subsequent Soviet threat during

Again in the carly 1970s, it seemed that the regime norm against linkage
would be altered. In the later 1960s, the doctrine of quiet diplomacy had
come under considerable criticism from nationalistic clements of the
Qmudian public. As we shall see, the increasingly nationalistic and asser-
tive Canadian lmrgaining approach of the 1960s had positive results, at
leas't in the short run. Qutcomes of issues increasingly reflected (i‘:lll:;(,lf;'v
lposttifm."But .in response, the United States Treasury in 1971~72 took ti)t;
t;a]::}(rln l':(l) (,!t;ﬁ::."](inlé::ﬁ? ):f(k}lq&;lnﬂ(‘fl," po]iticizing trade issues, linking

4 S, attempting to control the transgovernmental
contn'cts of other agencies. At the same time, the Canadian government
was itself trying to exercise greater control over transnational and trans.
governmental relations.™ Somewhat surprisingly, the efforts on both si‘dc‘s
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to politicize issues and centialize bargainiug, did not pv.r'.-.-is( lnn;',: enogh
to alter the regime [undamentally, Transgovernmental interactions con-
tinued, and overt linkages again became rare. For example, a 1971 (-.Il'm'l'
by the United States Treasury lo link American aceeptance of Canadian
oil to Canadian willingness to renegotinte the auto pact now seems as
striking in its rarity as in its ironic timing, We shall (\.xpl()!'(-, lhfe relation-
ship between regime and outcomes in greater detail Tater in this chapter.

AUSTRALIAN-AMERICAN RELATIONS AND
COMPLEX INTERDEPENDENCE

Since most, Americans — cven many American students of internntionfll
relations — have only & dim awareness of relations with Australia, we begin
this discussion of Australian-American rolations and complex interdepen-
dence with a brief review of these governments’ policies toward each other
since 1920. ) .

During the 1920s, governmental as well as transnational transactions
were rather low, but the 1930s became a period of acrimony in relations
across the Pacific. Australia was involved in trade arrangements developed
for “imperial preference” within the British Empire. ‘These trade arrange-
ments raised tariff levels for outsiders to encourage intra-Empire or intra-
Commonwealth trade.

As a result, Australia built up considerable resentment among European
countries that traded heavily with Aunstralia and usually had an unfavorable
balance of trade with Australin, . . . Rather than reduce imperial preference
margins, however, the Australian government [in 1934] turned 1o what ap-
peared to he an casier solution. It undertook o complately ovcrlmul. United
States—Australian trade relations in order o climinale the roughly six-to-one
unfavorable balance of trade.!®

The result of this initiative was « trade war between Australia and the
United States. Australia devised a discriminatory “trade diversion pro-
gram” against the United States, which refused to yicld. to pleas f(n'.a
new bilateral agreement but instead retaliated by blacklisting Australia.
Eventually, as British-American relations illlpl‘()\:(‘(l and Wm'](.l.Wm' 11
approached, the Australian government reversed ilsell under British prc.?'-
sure, and the trade war came to an end, Negotiations for a trade treaty
betv\’/een the United States and Australia were, however, unsuccessful.

War brought the two countries closer together. Before the Japanese at-
tack on Pearl Harbor in 1941, Austinlin desperately and unsuccessfully
sought a security commitment from the United States, hut after the Pearl
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Harbor attuck Austratin and the United States became close allics. Many
American troops appeared in- Australin, and contacts between the two
countries multiplied at all levels. Bul relations were not entirely harmoni-
ous. Australin Telt that it was not betng consulted adequately by the
United States on many issues, In 1944, Australia and New Zealand ealled
for a conference on the Sonthwest Pacific, which was vigorously opposed
by the United States. In discussions  with Australian representatives,
Americans even compared this initiative to Soviet tactics, arguing that
regional arrangements should not he made until after global arrangements
for security Tad heen made, Clearly, United States officials feared that
their delicate negolintions with the Soviet Union on IZastern Europe conld
be upset by actions that would scem Lo create “spheres of influence” in
the South Pacific.!®

Australia and the United States remained allies, and on good terms,
after the war, although several contentious issues arose while Herbert B,
Evatt was forcign minister under a Labour government (1945-49), Aus-
tralin saught a formal alliance with the United States, but such un agree-
ment — the ANZUS Treaty — was not signed until 1951, during negotiations
on the peace treaty with Japan and after the Korean War had begun. By
then a conservative govermment was in power in Australia,

Since 1951, Austealin has depended explicitly and formally on American
protection. The two allies have cooperated closely on defense, particularly
during the long conservative rule in Australia between 1949 and 1972
Australia has heen one of the most consistent supporters of American
policy, and was one of the few allics of the United States to furnish troops
to fight in Vietnun, s lorces rely heavily on American equipment; mili-
lury officers of the two armed forces maintain close contact; and political
leaders have consutted frequently and intimately on a variety of common
issues and trouble spots. Our discussion of “conflict issues” between the
United States and Australin should be seen in the context of the remark-
able amity and warmth of the relationship during the 1950s and 1960s.
Australian parliamentary debates during those years olten reveal greater
agreement, in fact, hetween the Conservative government of Australia and
the United States government, than hetween the Australian govermment
and its Labour opposition,

Against: this background we can consider the conditions of complex in-
terdependence as they apply to the Australian-American relationship,
taking up fivst the role of military force.

There has never been a serious risk of war between Australin and the
United States: military {orce has not been used or threatened by one coun-
try against the other, The protective role of nfilitary force, however, has
been extremely important in the relationship. Thus by a very indirect
route, Great Britain's desire for American military suppoit in the late
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TABLE 7.4 SELECTED TRANSNATIONAL PROCESSES:

UNITED STATES-AUSTRALIA

IMMIGRATION
Year U.S. to Australia Australia to U.S.
1920 1,709 2,066
1938 2,937 228
1953 (700)* 742
1962 1,082 1,878
1971 6,591 1,046
VISITS
Year U.S. to Australia Australia to U.S.
1920 nd nd
1938 nd nd
1953 nd nd
1962 nd nd
1971 85,079 78,777
TRADE (£ millions)»

Aunstralian Australian
Year exports to U.S. imports to U.S.
1920 11 (7.4%) 24 (24.0%)
1938 3 (2.4%) 18 (16.0%)
1953 ’ 58 (6.8%) 85 (16.7%)
1962 109 (10.2%) 174 (19.7%)
1971 634 (12.1%) 1,032 (22.1%)

1930s helped to resolve the trade war to the United States” advantage, and
after 1939 and particularly 1941, Australia’s need for American protection
became acute. Since World War I, Australia has continued to rely on the
United States. Moreover, the security relationship is highly asymmetrical.
America could fail to protect Australia without jeopardizing its own
security, but Australia could not defend itself against a powerful attacker
without American support.

On the second dimension of complex interdependence, channels of
contact between societies, the Australian-American relationship also differs
sharply from that between the United States and Canada. The fact that
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TABLE 7.4 (Coutinned)

INVESTMENT (1.8, $ millions)©

U.S. direct Annual flow, U.S, as
Year in Australia percentage of total
1920 53 nd
1938 89 nd
1953 324 27.6
1962 1,097 41.6
1971 nd 38.8

Source: Immigration to Australia: Commonwealth Bureau of Census and Statistics, Yearbook
Australia, various yenrs.

Iimigration from Australia to the U.S.: Historical Statistics of the United States (Washing-
ton, D.C.: Government Printing Office, 1960) and Supplements (Washington, D.C.: U.S.
Government Printing Office: 1965); and (for 1971) Yearbook Australia (Canberra: Aus-
tralian government, 1972),

Visits: Commonwealth Bureau of Census and Statistics, Overseas Arvivals and Departures,
1971 (Canberra).

Trade: Yearbook Australia, various years; for 1971, International Monetary Fund/Inter- '

national Bank for Reconstruction and Development, Direction of Trade, 1970-74 (Washington,
D.Ca IMEE/BYEY)

Investments: Before 1971, Donald Brash, American Investment in Australian Industry
(Cambridge, Mass., Harvard University Press, 1966); for 1971 (flows), Yearbook Australia,
1972 and Commonwealth Treasury, Overseas Investinent in Australia (Canberra, 1972),

Note:Some discrepancies exist between sources with regard to these figures, but the order of
magnitude is in every case the same.

a. This is an estimate, based on the figure for “country of last departure of permanent and
long-term arrivals,” of 1,409,

b. Figures for 1971 are in U.S. dollars. Numbers in parentheses indicate the percentage of total
Australian exports or imporis accounted for by exports to or imports from the United States.

¢. For investment, 1919 nnd 1936 are used rather than 1920 and 1938, the figures for 1953
and 1962 are averages for 1952-54 and 1961-63 respectively, due to large annual Muctuations.

Australia Tics almost 10,000 miles from the United States makes an enor-
mons diflerence. In the 1930s, Australia was three weeks' sailing distance
from the United States. A pioncering 1940 air flight took over four days.
Lven today, the air time from Washington to Canberra is nineteen o
twenty-one hours.

It is therefore not surprising that transnational links between the United
States and Canada are much more cxtensive than between the United
States and Australia, as tables 7.1 and 74, taken together, show. In 1971,
immigration to Australia from the United States was 28.7 percent of the
comparable figure for Canada; and immigration to the United States from
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Australia was only 4.5 percent of Canada-to-United States migeation. Total
visits to and from Australin were only 0.3 percent as great as visits to and
from Canada, Australian exporls to the United States were only 5.4 per-
cent of the Canadian figure; imports o Australin from the United Statos
were only 9.5 percent of Canadian imports from the United States, Ameri-
can direct investment in Australin was similarly much smaller than American
investment in Canada: less than 10 percent of Australian manufactur-
ing industry was controlled in 1962 by Amcrican investors, as compared
to 44 percent of Canada’s.'?

Thus, even though Australia’s cconomy and population are smaller than
Canada’s, it is less dependent ccononenlly on the United States, Ounly
about 12 percent of total Australinn exports in 1971 went to the United
States, compared to 66 percent of Canada’s. lmports from the United
States constituted only about 22 percent of total Australian imports (as
opposed to 67.5 percent of Canadian imports)." Although trade, direct
investment, and migration all increased sharply between 1920 and 1971,
they remained much smaller for the Australinn-American relationship than
for that between the United States and Canada.

Between the governments, there is what onc oflicial called “a tremen-
dous network” of contacts. Since 1950, Australian prime ministers have
frequently visited Washington; the ANZUS Conncil meets annually at the
cabinet level, and eabinet officials linve often met with each other on a
variety of questions. Yet most business is still transacted in Washington,
where Australia maintains a large and well-stalled embassy. Although data
on visits and telephone calls are not available as they were for the United
States and Canada, there seems no doubt that such data would show many
fewer points of direct contact between American and Australinn officials
with similar tasks.

The agenda of Australian-American relations, like the Canadian-Ameri-
can agenda, is quite diverse. Yet, unlike the Canadian-American agenda, it
has a clear and consistent hicrarchiy. By far the most attention has heen

paid, on both sides of the Pacific, to political and military issues relating

to the alliance. Memoirs and secondary works on Australian relations with
the United States during the 1950s and 1960s overwhelmingly emphasized
security questions, and the official record of Australian foreign policy,
reflecting Australian parliamentary debates as well as governmental con-
cerns, was preoccupied with them. So was reporting in the press and
journals of foreign affairs.! Issues such as those of Malaya, Indonesia, and
then Vietnam dominated the scenc. The contrast with Canada is illus-
trated by Table 7.5, which indicates the amount of space devoted in the
Public Papers of the President to politico-military, as opposed to socio-
economic, activities involving Australia since 1945, 1t thercfore reflects
what American presidents said publicly about Australia, and can be com-
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TABLE 7.5 REFERENCES TO AUSTRALIA, 1945-71

Politico-military Sociv-economic vy other

Number Number
Administration of pages  Percentage of pages Percentage
Truman 0.4 50 0.4 50
(1945-53)
Lisenhower 2.8 97 0.1 3
(1953-61)
Kennedy-Johnson 41.1 94 2,5 6
(1961-69)
Nixon 2.3 92 0.2 8
(1969-71)

Soterce: Public Papers of the President (Washington, D.C.: U.S, Government Printing Office,
1945-71).

pared with Table 7.3, which carries out a similar task, with slightly difler-
ent techniques, for the Canadian-American relationship, Except for the
period in which Vietnam was a nwjor issue, the salience of Australia to
American presidents was obviously very low,

Australia’s often cxpressed concerns about military security during
the 1950s and 19605, and its sense of being a rather isolated outpost of
Anglo-Saxon economic, political, and cultural institutions, living next door
to actually or potentially hostile Asian neighbors, made it quite feasible to
establish and maintain this hicrarchy of issucs with security affairs the
most important. After 1969, when our systematic analysis ends, Australian
policy changed markedly, under the Labour government that came to
power in late 1972 (but lost power in December 1975).2 Nevertheless.
throughout the two decudes after 1950, the traditional hiln‘m‘chy of issues
remained intact.

As we shall see, conflicts took place on economic issues, but they were
not allowed to disturb the alliance relationship on which the Australians
believed their seeurity depended. Furthermore, on cconomic and social
issues Australia was simply not as closely tied to, or dependent on, the
United States as Canada was. Not only was there less direct investment,
trade, and travel, but mass communications were quite different. American
news magazines are sold in Australia, and a number of American televi-
sion programs appear there; but the effect of American culture is much
less pervasive than in the English-speuking areas of Canada. It may be an
overstatement to argue that “Australia is still remote and separated from
the day-to-day emotions, the drive and braking forces, the flow of life in
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America — almost as remole as she was when the only medinm of com-
munication was @ clipper.” 2! Yet the fact that his esaggerated comment
could seriously he mude indicates the tremendous diflerence between
Australin’s relationship to the United States and Canada's, Distance is not
entirely an illusion.

1t is evident that the hasie conditions within which Austenlinn-American
relations take place are very different from those Tor Gunadian-American
relations. Nonctheless, certain aspects of the regimes governing the post-
war relationships are quite similar, p:u‘liculurly allianee  consultation and
avoidance of overt linkages in bargaining, Between 1950 and 1969, ex-
plicit linkages were virtually taboo. Althongh the Australian decision to
sign the Japancse Peace Treaty was clearly comeeted 1o the United States
decision to agree to the formation of ANZUS, diplomals tried to convinee
their audiences that the two events were not part ol a single bargain.?*
As in the Canadian eases, linkages had not been wncommon helore World
War 1. But jn the Australian-American postwar relationship, politicization
did not increase and the taboo against linkage was not threatened, he-
cause Australln did not, in general, tuke an assertive stand toward the
United States.

Because Australian-American relations approximate realist condilions
hetter than Canadian-American relations, we expeet the overall structure
model to explain the former hetter than the Tatter. We shall show that this
is the case: Australian-American relations can be well explained in terms
of overall structure, but the outcomes of postvar Sanadian-American
policy conflicts diverge considerably from expectations based on such a
theory. To determine why Canadian-American velations are diflerent we
shall examine the political bargaining process. We shail argue that, to a
considerable extent, patterns of complex interdependence Jinking Canada
and the United States account for the differences in patterns of outeomes
between the Canadian-American and the Australian-American cases.

IDENTIFYING ISSUES AND OUTCOMUES:
CANADA-UNITED STATES

By and large, traditional approaches have not heen very helplal i ex-
plaining the politics of Canadian-American relationships, Canadian-Ameri-
can relations have often bored statesmen and scholars who see the world
through realist lenses. As one scholar wrote in the mid-1960s, “study of
Canadian-American relations tells one almost nothing about the big prob-
lems facing the world.” * Another scholar cited the ungoarded  border
between the two countrics as an example of “indifference to power,” #
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However, despile the minor role of militny power in the relationship,
there are [requent conflicts, and the two governments often exercise their
power, Bul the power games and proeesses of political bargaining in con-
ditions of complex interdependence are not canght by traditional analyses.

Nov ave the onteomes of conflict predicted well. A simple overall strue-
tnre explanation tells uy that in a bilateral system in which one comtry
had Whirty-seven times the military expenditures of its neighbor and was
twelve limes its cconomie size, the larger country would prevail in wore
major disputes than the smaller. Moreover, when transnational actors from
the hegemonic country penetrate the small country more than vice versa,
the distribution of outcomes should favor the large country even more,
Indeed, some writers have coined the term Canadianizalion to refer to
such situations.?® An issue structure explanation would take account of the
difficulty of making linkages among issues, but because of the preponder-
ance of Ameriean resources in most issues, a simple issue structure analysis
would also predict that, in conllicts between the two govermments, ‘the
Uniled States woukl most often prevadl in the distribution of gains, Al-
ternatively, we can hypothesize that the political processes of complex
interdependence, and more particularly the role of transuational and
transgovernmental actors, lead to a more equal pallern of outcomes in
intergovernmental bargaining than one would predict from the overall
structure.

A more sophisticated structural argnment would attribute the pattern
of outcomes Lo the strueture of the global rather than the bilateral system.
Given global bipalarity, the hegemonic leader stabilizes its alliance by
z}“()Wing its junior partners to win minor conflicts. IU is sometimes said,
for example, that in the North American refationship, “the Canadians win
a good share of the games, but the ball park and the rules of the game are
American.” As we shall show later in this chapler, this aphorism includes
an clement of truth, But the Canadians agreed on the ball park during
the Cold War; they have won niore games over time; and they have made
gradual changes in the postwar rules of the game, The cases that we list
i tables 7.6-7.9 were all important enough W capture the altention of
the American president, and although the United States prevailed in one
of the two cases wilh grealest gl()l;ul strategic consequences — the 1961
conflict over Canada’s reluctance to Bt nuclear warheads on BOMARC
missiles used in joint North American air defense —the conflict over
Canada’s delay in cooperating with the United States during the Cuban
missile crisis was a standoll’ (see tables 7.8 and 7.9 {or briel descriptions of
l'!)c.s‘c conllicts). OF cowrse, not all the eases were equally important Lo
Canada, Yet when one analyzes the ten conllicts selected by o panel of
Canadian scholars as most important from the point of view of Canadian
artonomy, one finds that the United States did somewhat better than the
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TABLE 7.6 CONFLICTS ON PRESIDENTIAL AGENDA,
1920-39: CANADA-UNITED STATES

Conflict

Firse
government
action

First
interstate
request

Outcome
closer to
objectives of

Regulation of fisheries, 191-8.-37..
Canada pressed U.S. for ratification
of treaty on fisheries issucs, par-
ticularly salmon. U.S. delayed on
salmon treaty until 1930s when a
threat developed from Japanese
salmon fishing.

Canadian restriction of pulpwood
exports, 1920-23.

U.S. successfully protested by.
threatening “‘far-reaching retalia-
tion."” Canadian objective was to
encourage processing in Canada.

St. Lawrence Seaway, 1918—:11.'
U.S. pressed for joint navigation
and hydroelectric development.
Canada reluctant, but agreed t?
1932 treaty which then failed in
U.S. Senate. U.S. pressed for new
agreement. Canada still reluctant
but signed in 1941,

Control of liquor smuggling,
1922-30. .
U.S. successfully pressed Canada

to take internal measures that
would make U.S. enforcement of
prohibition laws easier and cheaper.

Chicago water diversion, 1923-28.
Canada protested that Chicago’s
diversion of Great Lakes’ water
damaged Canadian harbors. U.S.
refused to end the diversion.

U.S. tariffs, 1928-38.

Canada unsuccessfully sought to
deter 1930 rise in U.S. tariffs.
Canada retaliated and sought
alternative trade patterns. By
1933, Canada pressed for trade

Both

Canada

u.s.

U.S.

uU.S.

Us.

Canada

U.S.

u.Ss.

Canada

Canada

U.S.

u.s.

Equal

u.s.

U.S.

U.S.
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TABLE 7.6 (Continued)

Firse Lirse Outcome
government  interstate closer to
Conflict action request objectives of

agrcement. U.S, defayed, hut
signed agreements in 1935 and
1938. Canada gave somewhat
greater concessions.

Trail Smelter Pollution, 1927-35. U.S. uU.S.
U.S. protested damage done o

Washington farmers by fumes from

British Columbia smelter and

requested referral to International

Joint Committee (1JC). Under

pressure from farmers, U.S. re-

jected 1JC recommendations and

successfully pressed Canada to sct

up a special arbitral tribunal,

Liquor Tax Bill, 1936.0 uU.s.
Canada successfully protested a

proposed punitive tax designed

to force Canadian distillers to come

to an agreement with U.S. Treasury.

State Department sympathized

with Canada and Roosevelt backed

State Department,

u.s.

Canada Canada

Construction of Alaska Highway, U.S. U.S. Canada
1930-38.

U.S. proposed joint construction

of a highway through B.C. Canada

feared “penetration” and success-

fully resisted until 1942, when war

changed its objectives.

Source: Foreign Relations of

the United States (Washington, D.C.: U.S. Government Printing
Office, annually),
8. Transnational organizations played a significant role in the political process.

b, Transgovernmental relations played a significant role in the political process.

full list indicates, hut not dr.
the following tables.)

Testing these alternative Tiypotheses about the outcome of the inter-
governmental burgaining process is more complicated than it frst appears.

amatically 50,20 (These cases are indicated in
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In addition to describing the patlern of ouleonies, we also wanted o see
whether the processes of complex interdependence, partiealarly the roles
of transnational and transgovernmental nctors, had changed, We thus
decided to compare bargaining and owleomes in two decndes hefore
World War II with two decades after the war,

One of the first obstacles to clear analysis of Canadian-American inter-
state hargaining that we encotntered was the well-selected ancedote.
Each side had its Tavorite illustrations. Canadians tended Lo focus on
few specific incidents such as the magazine tax, Cinada was coneerned
about the dominance of the Canadinn magazine market by American
magazines — particulwly the Canadian editions produced by Time and
Reader’s Digest. She viewed the issue as one of cultural intrusion rather
than of trade, and in 1956 passed tax legislation discriminating against
American magazines. The magazines lobbied vigorously on hoth sides of
the border, and the United States government protested the discriminatory
treatment. Canada then granted Time and Reader's Digest exemplions
from the legislation. Canadians [recquently point to this case as typical of
the postwar cconomic conflicts in which transnational actors and the
United States government team np to defeat the Ganadian government.

Americans, on the other hand, tend lo cite the anto pact as typical of
the relationship. In the early 1960s, in an effort to increase production in
Canada rather than in the United Stales, Canadn introduced an export
subsidy for automobile parts. Rather than simply retalinting by ruising a
countervailing tarifl, the Ametican government suggested an agreement
to allow free trade in aulomobiles between the (wo countrics. Canada
agreed to the auto pact, hut by bringing pressure to bear on the transna-
tional automobile companies, she was able to cusure that their next major
round of investment would take place in Canada, increasing production
and providing jobs on the Canadian rather than the American side of the
border. Many American oflicials felt they had heen cheated.®

It was alinost as il blindfolded men Lrying lo deseribe an clephant
pecked from under their blindfolds in order o scize the part most uscful
to their different purposes. It is not unusual to hear Ganadians claim
that they do poorly in bilateral hargaining with the United States, or to

* Carl Beigic, “The Automotive Agreement of 1965: A Case Study in Canadian-
American Economic Affairs,” in Richard A. Preston (ed.), The Influence of the United
States on Canadian Development (Durham, N.C.: Duke University Press, 1972), .
118. A Canadian minister went over the head of GM Canada to negotiate directly
with General Motors officials in New York. 1t is saidd that without the separate side
agreements Canada would not have signed the inlergovernmental agrecment (from
interviews in Ottawa), Sce also testimony in ULS, Conpress, Senale, Commiltee on
Finance, United States-Canadian Automobile Agrecnent, Hearings Before the Com-
mittee on Finance on 1.1, 9042, 89th Conge., Ist sess., Seplember 1965, pp, 153-56.
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l} e American oflicials complain that Canadians get away with too much
.Sm-!n wyths are resilient beeause they are politically useful. But what 1&.
uselul for statesmen can he obstructive for analysts. ‘ o
A second problens, as we saw carlier, was the impossibility of mapping
the entire agenda of Canadian-American relations. Our solution to tlws't
rescearel dilemas was o focus on signifleant interstate conflicts lln;nt
I'(‘.:\(."I(‘(] the United States” president. This solution bas the diﬂndw‘lnt'\ i
ol Tocusing on only part of the otal interstate agenda, and sl'ulliqlic'lll"!vil‘
produced a smalt number of cases, Nonetheless, it has several ri:doi:n?in r
:l(l‘\'unlugcs. First, and most important, the presidential conflict \ rcnd{:
offers the hest prospeet of closing a universe of like cases Conllicl:lﬁl 1
havior at the lop tends to he hetter reported by ()l)SCl'VCI:S and l)cll"cr IJ::
membered by participants. Although complete discovery is unlikely, it is
probably possible to approach a rénsunal)ly complete universe nf‘ i'i, rniﬁ.-
"-illlt cases, Conflicts that reach presidential attention also ('OI](‘] to l)(‘: fjnorc
important than others, so there is an fmplicit weighting of cases. It is true
that summit meetings sometimes produce “agenda-filler” itcms'. l)ult lhis:
lmppuns more often with cooperative than with conflictual iwuic,s' ° Mm'vl—
(.)vcr, unlike tolal hureaucralic resources, presidential uttcnti.(;n 1'.5'. a )'I\";-
ically restricled and very scarce resource. Because we are illtél'c‘ﬁt({(liill
how the transnational and transgovernmental aspects of complex i.nt;:rdc-
l)(‘»'!(l('n('(s have affected interstale relations over time, it is uselul to s("('
their 'r(.'luli(mship to a fixed resource. Also, by focusing on high p()]itgm
the bias we introduce is dgainst our complex interdependence hypothes'.is,'
that transnational and transgovernmental relations are importmlt Finuli\:
becanse the president has the broadest jurisdiction over issues of .zmy rn;/:
crimmental actor, il is at the presidential level that we are most likelbf o
ﬁ‘nd the linkages among issues that are commonly held not to exi‘;)t in
(,un';l(li;m-/\mcri(::m inleractions. Despite the statistical disudvuntugc.s: we
decided to use a procedure yielding a small number of cases whoso, im-
portance and validity can be justified in terms of our theoretical cm;cﬂcrns
One of the difficalties in idcnlifying cases concerns the boundaries 'm‘(i
()'ulct‘)mus of conllicts. By a signilicant interstate conflict we mean a "sit(ua-
tion in which one government's request o another is not easily fulfilled
hecause objectives are incompaltible or the means are too cosllsl. Conﬂicl”

:l ()lll(‘. US ol.liuinl, I‘(’n' example, deseribed bow he and a Canadian counterpart took

nlf‘ |l]m.“|“.h,‘.’(‘- ||‘| \vm:kn.uz out 4 new approach o a problem of Great Lakes pollution,

y Ui I.\I..II.('.'\ :1[ liming of a swmmit meeting and the need for “friendly” items for

the commmigud, his venture reached presidential attention. Tt is hard 1o ] '(Z’

:I‘]!,(‘II‘.":I.H Ut need comflictual issues 10 he deliberately added, See '1is'u ‘lh) W Q( ::““"‘”

Canadinn-American Summit Diplomacy, 1923-1973 (()lta\vn:.C'u‘lclto.n l‘J;;)l o
i , 1975).
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TABLE 7.10 PATTERNS OF OUTCOMES IN ITIGH-LEVEL,
CONFLICT: CANADA-UNITED STATES

Favored by Outcome

Dates uU.s. Canada Lqual Total

1920-39 6 2 1 | z
1950s 7 6 2 Is
1960s 3 8 5 16

Total 16 16 8 40

Note: Conflicts that overlapped decades are listed according to when they hegan.

extraterritorial restrictions on their trade.?” Persistent patterns of trans-
national ties in North America are a socio-structural factor that is ll)mmd
to affect the way the Canadian government deflnes its preferences in the
first place. But in tables 7.6-7.9, it appears that close trmasg()wirnmcnlu}
contact among fairly autonomous agencles may 'hm'/c lc(.l to nvmdnn.ce ]0
interstate conflict by understating Canadian ul);cchvc.? n two cases: the
Columbia River (Table 7.7) and nuclear weapons (Tuble 7.8). In the
latter, a transgovernmental military cou]il’lo.n pressed Dicfenbaker into n::
early acceptance of nuclear weapons, which he later came to u,.gnct.f
Similarly, Canadian dependence on transgovernmental communication o
relevant information can limit Canadian options,2® .

On the other hand, as a glance at tables 7.6-7.9 quickly shows, it is not
true that Canada never raised big issues. Indeed, ns we shall see later,
Canada raised several difficult issues that Australia kcjpt .dm'mm‘\t (I')ut
not vice versa). And onc must beware of spurious causation in cm.wu?crmg
why certain conflicts were muted. For example, Canada’s delay in le(:(mi
nizing the Chinese People’s Republic was partly in (.lcffm"(lmcc to the Uni-u]:f
States, but also because of Canadian domestic l)()llll(:S.l"" ln. other words,
one must be careful to read neither too much nor too little into Ehc cases.
With these caveats in mind, we summarize ninc prewar cases in Table :7.6
and the thirty-one postwar cases in tables 7.7, 7.8, and 7.9 before analyzing
them in terms of agenda formation and political pmufss.i ' '

Later we shall analyze these conflicts, comparing them .wuh Aus-
tralian-American conflicts. At this point, summarizing our findings about

® The pronuclear group in the Progressive Conservative parly was reinforced b‘y
offictal and unofficial visits and commmications with NATO and NORAD officials
(from interviews in Washington, D.C.). ;

t The procedure for constructing tables 7.7, 7.8, and 7.9 was as ’fnlh,ws: A .lnug ’st
of interactions was cunstructed from all references to Canadn in Public Papers of the
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the pattern of outcomes may be useful. First, the pattern is much more
symmetrical than simple structural explanations would predict. Sccond,
Table 7.10 shows a striking change over time. The outcomes were closer
to the Canudian govermment's objectives In only a quarter of the prewar
cases bul in nearly lalf the postwar cases. Qutcomes were closer to
Anmr‘icnn government objectives in two-thirds of the prewar cases and
nearly half the cases in the 1950s, but in only a quarter of the cases in the
1960s, Canada did better in the postwar than in the prewar period, and
betler in the 1960s than in the 1950s.

IDENTIFYING ISSULS AND OUTCOMES:

- AUSTRALIA-UNITED STATES

The same procedure was used to generate lists of Australian-American
conllict issues. Tables 7.11-7.13 are comparable to tables 7.6-7.9 on
Canadian-Ameriean relations, since the criterfn for including and scoring
Issues were identical, Likewise similar caveats apply. For the Australian-
Amerlean ease, nonconllicts seem to be more fmportant than in the Cana-
dian case. Australia seems to have refrained from raising certain issues at
the presidontial level for foar of disrupting the general pattern of relations
with the United States, Thus, our data may cven understate the degree of
American dominance in the rc]uti()nsllip."

Prestdents of the United States, prosidential references in the Department of State
Bulletin, and the Council of Foreign Relations clippings files (primarily New York
Times, New York Herald T'ribune, Financial Post [Toronto), Globe and Mail [Toronto]).
PPurther veferences were added and interactions not involving significant conflict were
removed from the list on the basis of secondary accounts, Particularly useful for 1950
o 1863 were the Canadian Institnte of International Affalrs volumes on Canada in
Warld Affatrs; and for the 1960s, the Canadian Annual Review. The list wus then
Turther rofined through Interviews with thirty current and former officials and observers,
Certain issues (such us DEW Line, ABM, bunkering facilitics, Laos) have been ex-
cluded as not involving sufficient incompatibility of objectives. Others (such as Cuban
trade, Mercantile Bank) have been excluded as lacking direct presidential involvement,
1t is impossible to get o systematle survey of nonpresidential-level conflicts, since
many such issues are likely never to appear in ducuments, reports, or memoirs, (This
may be true also for some presidential Issues, particularly on highly classified problems,
but presumably it will not happen 5o frequently.) An analysis of five important (so far
us the record shows) nonpresidential conflicts between the U.S. and Australia in the
yewrs 1950-69 indicates that the outcome was closer to Australin’s position in one
(wool auctions, 1950-5 1) and closer to that of the United States in four (U.S. wool
tarill, 1960s; U.S. restrictions on dairy products, 1650s; interest equalization tax, 1963;
and U.S-Austealinn air routes, 1869). This analysis suggests that Australia may have
done at least us poorly in conllicts with the United States on nonpresidential as on
presidential issues, but it should not be taken ns either comprehensive or as delinitive.
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TABLE 7.11 CONFLICTS ON PRESIDENTIAL AGENDA,

1920-39: UNITED STATLES-AUSTRALIA

First lirst Qutconte

government  inlerstate closer to
Conflict action redquest objectives of
Wheat agreement, 1933, Both u.s. u.s.

Australia resisted acreage quota at
London conference. U.5.
threatened to impose quotas only
in the midwest, letting western
wheat compete with Australia in
the Pacific. Australia then agreed
to an arrangement regarded by
U.S. as a triumph.

Bilateral trade agreement, 1934-43.  Austr. Austr. u.s.
Australia pressed unsuccessfully for

a bilateral trade agreement. Issue

was superseded after 1943 by multi-

lateral GATT negotiations.

Matson Line controversy, 1935-38.%  Austr. Austr. u.S.
Matson Line competition with

British ships led Australia to con-

sider preventing it from participating

in Tasman trade. U.S. pressure on

Australia prevented action.

Trade diversion, 1936-38. Austr, U.S. uU.S.
In an effort to balance U.S.-

Australian trade, Australia imposed

discriminatory barriers on U.5.

exports to Australia, U.S.

retaliated by blacklisting Australian

goods. Australia withdrew dis-

criminatory measures.

Source: Foreign Relations of the United States (Washington, D.C.: U.5, Government Printing
Office, annually).
a. Transnational organizations played a significant role in the political process.

Australia had a conservative government between 1950 and 1969. Rela-
tions with the United States were more acrimonions hoth under the previ-
ous Labour government, which served until 1949, and under the Labour
government that came into power in 1972. The Labour opposition during
the 1960s, in particular, was highly critical of Australian government policy
toward the United States. A Labour government would almost certainly
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TABLE 7.12 DYADIC CONFLICTS, 1950-69:
UNITED STATES-AUSTRALIA

First First Outcome

government  interstate closer to
Conflict action request objectives of
Wool tariff. U.s. Austr. U.s.

Throughout the 1950s and 1960s
Australia protested U.S. wool
tariff as set in 1947, U.S. refused
to change it, citing congressional
pressures. Although some
negotiating took placc in the
Kennedy Round (1967), Australia
would not aceept U.S. demands
for quid pro quo on tobacco.

Lead and zinc quotas, 1958-65. u.S. Austr. U.s.
Australia protested U.S. quotas in

1958. Lisenhower indicated

willingness to discuss them, but

no significant U.S. action

followed. Removal of quota

restrictions in 1965 was not a

result of Australian pressure,

Meat restrictions, 1964-. U.S. u.s., Equal
U.S. urged Australia to agrec Lo then
voluntary restraints, which was Austr.

donc in early 1964. Senate
passed restrictive quota bill in
July; Menzies wrote to Johnson
threatening retaliation, and a
compromise was devised.

U.S. balance of payments guide- U.s. Austr. U.S.
lines, 1965.2

Australia requested an excmption,
but U.S. refused. 1t took unilateral
measurcs; but the issuc died be-
cause of Australian ability to
borrow in Europe and strengthen-
ing of Australian reserve position.
Capital inflow was not rctarded
significantly.

F-111 bomber, 1963-. U.S. Austr, U.S.
Gorton expressed concern to
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salience: the relationship was more
Stales,

Cuanada indecd proved to he willing in five of the conflict cases in which
she was able subtly to hint at possible retaliation. Unless guarantees were
received, Canada threatened to cut off cooperation in security informa-
tion ™ The possibility of Canada's (livcrl'ing the Columbia River Played a
role in the Chicago water case, Possible retalintion against American cor-
porations in Camada played a role in the Curling ease.™ The possibility of
building a cross-country pipeline that would result in the exclusion of
Venczuelan oil from Eastern Canada was part of the bnrgaining over cx-
emption from oil quotas; and the possibility of a highly protected nuto-
mobile industry was hinted at during negotintions on the auto pact.®

Australia was less able to play on Ameriean sensitivity. Only in the
meat quota case did Australia apply similar tactics, Usually, however,
Australin did not protest so vigorously or threaten retalintion for two
reasons: there was Jess cconomic vnlncmbilit)’ and sensitivity interdepen-
donee in the rulnliunship, and she wanted to ensure the maintenance of
American security protection, Australia’s llcxihility in responding to Ameri.
citn cconomie acltions was apparent in the aftermaths both of American
lead and zine quotas in 1958 and American balance of payments measures

alter 1963. After o temporary dip caused by American import quotas,
Australia inereased Jead and zine exports by value during the quota period
(1957-58 versus 1964-65) by about 80 percent.™ As we said earlier, after
1963, Australia adjusted sinoothly to the American interest equalization
tax and capital controls, partly hecause of new revenues from increased
mineral exports, and partly because of horrowing in Europe, Even when
Australia was hurt by American actions — as on the wool tarill — resort to
acrimonious reerimination or retaliatory threats was inhibited by the gov-
ernment’s helicf, hetween 1950 and 1969, that the most important goal of
Australian foreign policy was to maintain close ties with the United States.
in order to receive comtinued protection, Australia’s deference to the
United States shows up hoth in accessions to American requests and in
failures to secure American concessions, 1t reflects the Department of Ex-
ternal Affairs’ almost exclusive concern with politico-security issues, and
the prevailing postwar Australian belief that the priority of forcign policy

over domestic interests, and of security over economic objectives, could

be maintained. In contrast to the sanadinn-American situation, socio-

cconomic ties were minor enough, aud channels of contact sufliciently

limited, that this approach could bhe sustained, at least until the 19700

important to Canada than to the United

® On replacing Venezuelan oil, see Lloyd, Canada in W,

ito negotintions the Conadinns hinted ot the possibility of a highly protected market

like that of Mexico, As one participant put it in an inlerview, “we could oceasionally
point to onr sambrero under the tahe,”

orld Affairs, p. 86. During the



—a

206 | UNITED STATES BELATIONS WITH CANADA AND AUSTRALIA

Subscquently, it appears that the days of the hicrarchy of high and low
politics in Australia’s forcign relations are cbhing, ns sccurily concerns
hecome less acute and cconomic interdependence and ransnational con-
tacts grow,

On several issues, it scems Lo have heen the intensity and coherence of
the smaller state’s bargaining position that led to dilferent patterns of suc-
cess. Canada, for example, protested American capital controls much more
vigorously than Australia did. Australia did not, as far as the record shows,
even protest the interest equalization tax at the presidential level; and
after its protests about the 1965 capital controls were rebuffed, the Aus-
tralian government discovered that it could mect its capital needs in spite
of the controls.® Australia’s most important success i securing American
asscnt to a request came on the issue of meat import quotas; in this case,
Australia was the chief supplier of imported meat to the United States,
and Prime Minister Menzies wrote a letter in 1964 to President Johnson
hinting strongly that Australia would retaliate against American products
if a restrictive bill then before the Senate became law.

Intensity and coherence of bargaining position are also related to the
type of politicization that an issuc has undergone. Whether it is a spon-
taneous reaction to transnational processes or a result ol manipulation by
government leaders, politicization from below involves mobilizing groups
to put pressure on the government. That government is placed in a strong
position to make demands on the United States, to resist American de-
mands, or even to threaten retalintion (as Australin did in the meat case,
or as Canada did over oil and the auto pact) that might from a strictly
economic point of view be irrational. By contrast, politicization of issues
from below in the United States is carried out by more narrowly based
groups, focusing principally on Congress. The United States public docs
not consider either Canada or Australia important cn()ugh to gencerate
broad, popular movements. As a result, politicization from below in the
United States (as in the Jumber import or meat quola cases) often leads
to divisions hetween Congress — or vocal elements in Congress — and the
exceutive. Thus the pressures of democratic polities usually favor the
smaller state in the bargaining process, because [or them, politicization
from below tends to lead to tough negotiating hehavior and coherent
stands by government, whereas for the United Slates such politicization
leads to fragmentation of policy, Likewise, these pressures give Canada an
advantage over Australia, because the volume of transnational processes
that help to stimulate public reaction is so much greater between the

¢ Australia’s niineral export boom of the late 1960s helped, so that by the end of the
1960s Australia could stop borrowing extensively in the U.S. market. Sec Australia in
Facts and Figures, various issues. This conclusion was confirmed by discussions with
officials in the Australian Embassy in Washington, Augnst 8, 1974,
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United States and Canada than hetween the United Stales and Australia.
The second miajor explanation of Canada’s greater success in bargaining
wilh the United States Ties in the effects of the conditions of complex
interdependence on the bargaining process. We observed carlier that the
agenda of postwar Canadian-American relations differed from the other
three sitvations partly because  transnational organizations were more
prominent in its formation. When we examine outcomes, it becomes clear
that outcomes on issucs inv()lving transnational organizations are more
favorable to Canada than on issues nol involving transnational organiza-
tions: Canada “wins” six and “loses™ three, with three eqqual outcomes.

Tuble 7.18 indicates the roles played by transnational organizations in

the political process and the imp()l'ft\llc(: of those roles. In several cases,
transnational organizations proved to have interests of their own that did
not always coincide with-the ‘United States government's. This differentia-
tion meant that the transnational organizalion sometimes improved rather
than weakened the Canadian government’s position in bargaining with
lh'c United States. As one American official said of the role of the com-
pdnies i the auto pact, "We knew about the Canadian plan to blackjack
the companics, but we expected the companics to be harder bargainers.
They didn't have to give away so much. It must have been profitable to
(:]mm." In the auto pact, the letlers of undertaking that Canada solicited
fronv the auto companies helped to ensure her larger share of the joint
gains. In the oil case, lobbying iu the United States by large northern
vefiners helped Canada®™ And in the Arctic pollution case, the fact that
Humble Oil needed Canadian approval and support before it could under-
[ilkc a second voyage greatly strengthened the de facto position of the
Canadian claim.™ On the other hand, in at least two cases (extraterri-
toriality, nuclear weapons), the United States government’s objectives
were served hy its ability to influence transnational and transgovernmental
actors; and in two cases (the magazine lax and Seafarer’s International
Union) one could argue that American-hased transnational organizations
wore the real winners. Nevertheless, Canada did well, on the whole, in
issues involving transnational organizations, ceven in some of the most
crucial issues allecting Canadian :\ilt()nmny.""

Canada did even better in postwar issues involving transgovernmental
relations; she came out ahead in five of cight cases in which transgovern-
mental relations were importunt, whereas the United States came out
abead only once. For the other relationships, only three cases seemed to
include significant transgovernmental politics (liquor tax, Canada, 1936;
wheat sales, Australia, 1959; and nonproliferation treaty, Australia, 1969).
b cach of these, fnal oulecomes were closer to Canada’s or Australia’s
positions than to those of the United Slates. Governmental cohesion is
important in determining outeomes, and in general, the United States
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TABLE 7.18 CASES OF TRANSNATIONAL ORGANIZATIONS
(TNOs) IN THE POLITICAL PROCESS:
CANADA-UNITED STATES

Importance of Outcome closer TNO used by

TNO to outcome to objectives of  TNO lobbied guvernment
Necessary
Magazine tax U.S. Time, Reader's —
Digest in both
countrics
Extraterritorial controls  U.S. - u.s.
BOMARC Canada Bocing in both  ~
countrics
Seafarer's Union U.S. Union in Canada —
Payments guidelines Equal - u.s.
Auto pact Canada - Canada
Contributory
Columbia River Liqual Kaiser in British ~
Columbia
Oil import quotas Canada Oil companics ~ ~
in U.S.
Lumber imports Canada Union and carp.
in U.S.
Arctic zone Canada Canada
Negligible
Carling Canada - -
Air routes Equal - -

was less cohesive than Canada and Australin. In part this lack of cohesion
is a function of sheer size and of presidential as contrasted with pzu:lia-
mentary government, but it is also a function of asymmetry of atte,ltmn.
The United States government does not focus on Canada or Austra_!m the
way that Canada, or even Australia, focuses on the United States. Greater
cohesion and concentration helps to redress the disadvantage in size. The
Cuban missile crisis and nuclear arms cases are informative exceptions to
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this rale, in that the ideology of an interdependent defense community
faced with st common threat helped to legitimize the successlul transgov-
ernmental defense coalition,

I summary, though the patterns of outcomes that we discovered have
many - causes, our detailed fuvestigation indicates that the political
processes of complex interdependence, purticulurly the activities of transna-
tional and tansgovernmental actors, were important, Of the four relation-
ships we examined, the Canadian-American postwar relationship was
clusest to complex interdependence, and the expecled political processes
help account for the surprising (from a simple structural point of view)
pattern of outcomes, More specifically, the dillerence between the prewar
and postwir Canadian experience showed that complex interdependence
wits not merely alliance politics or the absence of military force, but that
the other delining conditions, particalarly multiple channels of contact,
were an important causal element,

REGIME CIIANGE:
ALTERNATIVE EXPLANATIONS

We have scen that the pattein of outcomes in the postwar Canadian-
American rolulionship is not well explained by n theory based on overall
political structure. 1t is clear that some of the characteristics of complex
interdependence — particularly the absence of military force and the pro-
liferation of chawnmels of contact between societies — have made it more
difficult than it would be under realist conditions for the United States to
exereise dominance in the relationship. The United States was constrained,
furthermore, by the regime that developed between the two countries
after the war, which Thnited opportunities for linkage among issues and
emphasized the virtues of responsivencess and conciliation.

Yet we know that international regimes can be changed if they hecome
intolerable to states that have overwhelming underlying power, Why, then,
did the United States not break the regime that has governed Canadian-

_ American relations in the postwar era? Let us look at how well our four

models of regime change heip to explain the patterns that we have de-
seribed.

According to our simple cconomic rocess model, the dramatic increuse
in economic sensilivity interdependence hetween the United States and
Canada should have led to a gradual regime change in the direction of
increased political integration, For example, George Ball speculated in
1968 that a high degree of political integration would follow from North
American cconomie integration,! Certainly economic integration was in-
creasing. Exports to the United States rose from half to over two-thirds of
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Canada’s total exports hetween 1948 and 1970. /\x we saw, each ]c()u:)]lr'y.
was the other’s largest trading partner, and their exports to ‘,:llc‘l 1‘())(';;'.1
rose from 26 percent to 36 pereent of their total cxporl.s; during the 1960s.
This level of trade integration approached that of the l!;nrop(‘.un Commion
Market, and was greater than in several free trade areas. i U tooes of
But political integration was limited. We can (]I.‘:;lllljzﬂllh.ll l'nc.; )|p(.'h. [
political integration: (1) the creation of common mshl'ulmns; '( ) l:(.l(.n;
ordination of policies (with or without inslllulmn..q);-(.l). (lu\’»(‘. ()l)tl‘lt.l.) u"
common identity and loyalty. For voluntary assimilution l'm (X,Llll.,' -fln
three types must devc]op. Yet when we look at tl'w Canad mn-l ‘m(;uc.\
case, there is a striking absence of the first z.\nd tlurcl' types. .lm (,cl( 3 on‘c
could argue that although there was some increase in the second lype,
there has been a decrease in the third type. . . e
The relationship to the growth of transnational mlcmcl;l(ms miy n()ll ).(,
coincidental. Indecd, under conditions of asymmetry rnpl'("y rising U -
national interactions seem to stimulate nationalism. ()n.c is tcmptc.d l'(.) g(:
a step further and speculate that highly visible ll‘l\lls.llllllf)lln] ()'l'!_’unl.'/.&llcl()l'].'a
accentuate this effect. It is intriguing that the growing inteusity of C.u;a-
dian nationalisin, as shown in public opinion polls,” and (l'u-. grn.(hlmll ¢ c;
velopiment of government programs for greater control ol lr':u‘win.llmn.:r
organizations and communications followed the great o,cnn(n.n.n;' ,(Tm".-(t
the early 19505, when direct investment grew to exceed po:'lfn fo .liwt(,.‘. E
ment (1950) and nonresident control grew to more than 50 percent o
Canadian manufacturing (1956)." _ .
Whatever its causes, rising nationalist altitudes u“c}:lc(l Cuml(h‘un gu]v-
crnment policies in patterns visible in high-level tj'(mlhcls. As we .sm,\f,.t e
agenda switched from one primarily set by American guvcrnm.cnt a\.cll()]n:»
in the 1950s to one reflecting more Canadian goveniment ncl.'mn.s' in t.lc
1960s. Over the same period, outcomes closer to thlc ('Jum.\dm.n govern-
ment’s objectives also increased. Perhaps even more _mdlc:ltlvc lS( the' facz;
that although several solutions to high-level (_-(')nllwls in tl}c .l:\lu ]...)5():,‘an
carly 1960s could be called integrative in their eflects (oil unpmt' (;xcfnp-‘
tion, balance of payments measures, air roules, auto pact), these .s()'ulm.n.s
hecame infrequent in the 1970s.t Socictal inlcrdcp(-.mlcn(:c' and pn]ufy mE
terdependence did not by themselves create a transnational sense o

° The analogous figure [or the Ewopean Common Markel in 1966 was 43 p(,:l‘C(:n(;
Luropean Free Trade Association, 25 percent; Latin American Free Trade Associalion,
10 percent. . N
t This has not been for lack of opportunity. For example, a C:mudlm‘m regional sn ).sl:)l/
to a Michelin tire factory was treated s an export subsidy by the U.S,, which impose
counlervailing duties. A decade earlier one might have seen an integrative response o
this situation of policy interdependence.
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political conumnnity. Nationalism and the nation-state were not banished
from the politics of hargaining in situations of complex interdependence,
Quite the contrary: while the clephant roamed abroad, the beaver huilt
danms,

The simple cconomic growth model does give a reason for the persis-
tence of the postwar nowlinkage norm in Canadian-American relations,
however, Both governments were aware of the welfare Josses they would
incur from a disruption of economic integration, and of the necessity of
some policy integration — preferably informal — to maintain the economic
system. Though unwilling to develop a new regime that would reflect
growing integration, hoth governments drew back from actions that
threatened the existing regime with its welfare benefits.

The overall structure explanation is hest at explaining the prewar re-
gimes and the establishment of the postwar regimes in both cases. In the
postwar period, however, it is hetter at accounting for the Australians'
failure to reap greater gaing from a regime that discouraged linkage than
at explaining the Caondians' postwar galus and the United States’ failure
to change the regime.

We found that explicit linkugcs between issues were most significant
(luriug the prewar period, when isolationism in all three countries made
the bilateral structure of power more relevant than the global structure,
During the 19205 and 1930s the United States frequently linked extrane-
ous issues in order to exert the leverage of its overall preponderance, par-
licularly in trade, against Canada, Against Australia, the United States
drew linkages within issuc arcas, on such issues as wheat exports and
trade diversion, The United States consul-general in Australia in the 1930s
proposed linking military protection of Australia to Australian concessions
on trade issues, hut beeause of the isolationist mood of the times, his
proposal was apparently rejected by the State Department.** Canada and
Australia tricd linking issues (Canada linked salmon and halibut fisherics,
and Truil Smelter pollution and Delroit air pollution; and Australia linked
trade diversion with a trade agreement), but without success, as the Ameri-
cans refused to accept the linkage.

Belfore World War 11, & sense of conmmon seeurity objeclives was absent
from hoth relationships, particularly from that between the United States
and Australin, It is therefore not surprising that relations were often
acrimonious and that the United States, in particular, felt little need to
make concessions to its smalley l:rading partners on economic issues. The
norms that helped to preserve the much more responsive patterns of the
postwar relationship arosc out of a sense of common interest developed
during close wartime and Cold War alliances, Both sices were interested
in preseeving the alliances and the friendly natove of the relationship. In
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the United States, the State and Defense departments had the most divect
interest in these goals, and sometimes supported Canwda or (more mrely)
Australia against the Agriculture or Treasury departiments,

FFrom an overall structure point of view, however, the relationships were
very different. Throughout the two postwar decades under review, Aus-
tralian governments believed that their conntry was dependent on American
protection to combat threats from Asin, whether from Japan, Indo-
nesia, or China, They, as well as Americun polieymakers, believed that
Australia was the more dependent partner, and their hargaining position
suffered as n result. Although the United States devoted far less attention
to Australia than vice versa, Australia was unable lo take advantage of this
situation because of its sense of asymmetrical dependence in seeurity is-
sues. In this sense, the outcomes of Australian-American issues in the
19505 and 1960s werc largely structurally determined. For Australian gov-
ernments between 1950 and 1969, the fear of weakening the American
protective umbrella as a result of negative linkage to security issues was a
pervasive source of concern. Because of the Australian subordivation of
cconomic issues to security issucs, American (liplmn:\('s did not have to
spell out the consequences for sceurity of @ major and acrimonious dis-
agreement on another issue.

In the 19508 Canada defined its seaurity sitnation and its concern with
global order not quite so deferentially as did Australia, hut nevertheless
in such a way that it seems to have made equal or greater sacrifices to pre-
serve the global structure of relations. By the mid- to late 1960s, the
decline in the Cold War's intensity, disillusionment with UN peacckeep-
ing, technological obsolescence of defense against homber attacks, and
the Vietnam War altered Canadian perceptions of security. Combined
with rising domestic nationalism, these changes diminished Canadian fear
of disrupting cither the global or North American pattern of relationships.
Inhibitions on bargaining were therefore reduced. The norms and operat-

ing strategies of the relationship began to change. Thus, the structural
constraints on Canadian policy eroded in the 1960s. Although the United
States continued to be much more powerful overall than Canada, the
Canadian government had learned Low to use growing nationalism and
public politicization to achieve greater gains in the hilateral relationship.

But the overall structure cxplanation docs not tell us why the United
States did not alter the regime once the Canadians hegan to depart from
the rules of quiet diplomacy. According to the overall structure explana-
tion, the declining security threat and croding global hegemony should
have made the United States less willing to pay the costs of leadership
and thus more likely to initiate a change of regime. The diminished im-
portance of Canada in air defense in the 1960s should have reinforced
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this trend — even though the United States could not, in the nuclear ayre
ever entirely disassociate itsoll from the defense of Cm:ndu e
‘I.lul this does not fie the Paltern of events. First despiic the symmetry
of |'||l('r(|('|)(!ll(l(‘ll('l' i defense in the 1950s, it was ’Cnnudn nmr(‘l 1 T'I)(ill)-
United States that restrained s lmrguining in order to avoid c:lisll':l;t' K'
the alliance, and it was Canada that first hegan to change 71‘()co;lurlc'~:"'|&
the H)(.}()s. Second, although Connally's actions in 1971 and 11972 i.nfrin. '(l:ll
o reghine norms in the direction that the overall structure ex )l'm'lt!i,o'
would predict, Cmmn”yimn did wot last, and the re rime h'lsl ersis 'l;
without ag lm'gu allerations as were expect('zd at the l‘imeb 1+ pemitec
Issue .slruclumlism contributes part of the cxphumt]’on of persistence
'llmugh it does not adequately explain the change in Canadian ll);l;' ;1i|'1inf‘
ll‘l thell.(JG()s. As we have scen, for much of the early postwar E(erimiﬁ
Canadian tactics on bargaining and on politicization were suml;mcdpu y i ,
the term quict diplomacy. This is what issue structuralism would ex Ee -;]
It was frequently argued that beeause of the asymmetry of power nllblc'
politicization was more likely to strengthen  the Amcric!'m dénll dlf‘
whereas depoliticization would allow the bureaucratic m'n;u rers ;mtlh,
ulliimcu to relale issues to lon(,-rungc joint interests, nee o fhe
For example, issue structuralism would predict that the Canadians
'\\.muld try to deal with issues in the International Joint Commiwi(l)n ‘(l (‘.
The 1JC was estublished by the Lwo govermnents in 1909 to (llt.:'ll hrjr l)
witlf border issucs, and has traditionally dealt with issues on tllc;r 9.)06??)'
merits rather than in terms of national political positions. In ei ht.'l c:;::
up to 1970, the 1jC's six miciibiess (Ehree from cach country) dnvﬁle()l nl.on‘r
nx}tmnul lines in only four® The Canadian government, therefore oftcﬁ
tried Lo steer cases into the IJC, where it could neulraliz'e Amcric-\‘,n voli-
tical sl.r(.-.ngth, whereas the American government frequently ‘;'ceilstod
I‘f!'(.‘gi.lhllg issucs to the [JC. In the 1960s however, on issues such as .ll;'ll:i
tlfnc jurisdictional questions, where it had a revisionist position lh‘e‘ C'l:l'l:
dian government avoided bilateral institutions. It took the lead 1:n 'l“cl:ﬁl; r
(‘:::lls't't\lrsl';\llc r.ighls in the UN Law of the Sea Conference, in \vl)i(ci; weul}:
;(.);i(li?m:.l‘:’od Issues from below and the United States was in a minority
'ln 1954, Senator Fulbright reflected an overall structure view when he
said that he could not conceive of Canada’s "I)ccmning powerful cnough
to be able to be wnf riendly.” " Similar statements are frequently made ;1
Can:ld.ians. But friendliness is o {uestion of degree. Contrary tg, im"n 'in(:();
scenarios, during the energy erisis of the carly 1970s, Canada Wﬂ‘sbﬂ‘)]c
greatly to change the rules of the game in North Amc,ric:\n encrgy trade
Not only did Canada charge OPEC-level prices to American co[:l)sun;ersv.
but she was also able to announce that she would completely 1)ll;lsc ()\.Il"
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petroleum sales to the United States. This unfviendly act did not Tead to
an Ameriean “ultinmtuny” (the title and expeetation of o best-selling
Canadian novel in 1973); it Jed 1o acquicscence. In the winter of 1974, a
number of American legislators proposed that Awmerica’s cconomic power
be brought to bear on Canada by tarills or laxes in the broader trade
arca, but these proposals were not implemented. Part of the explanation
is issue-structural: Canada was Tess vidnernble in the issue aren beeavse
she was largely sclf-sufficient in oil. But that is not the entire explanation.

The international organization model contribattes an important part of
the explanation. Recall that this model does not Focus so much on formal
international organizations such as the United Nations (which are not
particularly important in Canadian-American relations) as on the political
processes of complex interdependence, to explain changes in international
regimes. Informal patterns of relations —such as transgovernmental net-
works — are regarded, in this formulation, as important deterninants of
regime maintenance or change.

The norm of nonlinkage that tends to separale issue arcas in Canadian-
Amcrican relations vepresents an accommadation of foreign policy to
conditions of complex interdependence. When nltiple issues and actors
are involved, linkage is often loo costly in terms of domestic politics, No
group wishas to sce its interests traded away. Threals of retaliation on an
extrancous issue involve mobilization of different sets ol actors and pro-
mote domestic politicization, which burcaucrats fear miay get out of con-
trol.

Of course there is bound to be some linkage. Diplomats admit that the
overall structure of relations is kept in the back of their minds. They were
often concerned for the interaction of issucs that were proximate in time
(For example, the auto pact and the magazine tax) as well as for the ellect
on the general climate of relations, hut overt bargained linkages were too
costly to employ.

Moreover, the transgovernmental networks that were part of the regime
process proved to be an important source of regime stability, The cllorts
at centralization and politicization in the Canadian-American relationship
changed the style, but did not curtail transgovermmental networks for
very long, Canadian and American officials involved in “managing” the
relationship kept in close contact. Even during the 1971-72 period, State
Department officials were able o use committees and requests for studies
to fend off punitive Treasury measures." Canadian and American counter-
parts reached informal understandings in such a way that the activitics
appenred to be domestic matters not requiring central oversight. For ex-
ample, while oil spills in boundary waters are a heated issue in the politics
of ecology, the two coast guards
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operate inder asingle commander when on ofl spill operations But il it
wits presented as an integrated approach here in “’ll.'.‘lll'llgl()ll”(E'V("I';'l)ll(‘ from
’(?.\IH to the Stale Department i many others might want te I;ccmné involved
The response in Otlawa would be simitar. Thus our contingency plans are cn:

ordiy al (I, '"ll not ll(‘j'lall( o I b i and  casiel 0 Veryc -
] . And s I)(_u(l W rasier for ¢ cryone con
cerned,

.l).ln'mg and alter the energy erisis of 1974, when Canadian curtailment
of oil exports to the United States could have been the kind of visible and
emotional issue that mobilizes American public demands for thc‘ puni;ivc
use o our overall power, the transgovernmental network of officials co-‘
operated in managing politicization.  Informal transgovernmental ilnt('r-
u.vlimns helped to maintain temporary Ganadian oil supplies to the n()rthel"n
l"w.r of American refineries, thus diminishing the points of potential domes-
llc: American  politicization — particularly  through the Congress — tll;tt
might hn\-fc pressed the American government to resist the C:umdi"m
change of the energy ball park™ Such cooperation among officials ‘in
several agencies on both sides of the border involved decisions that would
have heen both too frequent and too controversial if carried out in the full
ghare of publicity that accompanies high-level diplomacy. When ﬂlccd
with a potential politicization crisis, the regime procedures (though n(-)'.'
the Jahel) of quict diplomacy were resurrected to avert the threat., &

A-.s' we argued in Chapler 3, it is unlikely that any single model (of
regime change) wilt (it all situations, and some situations will require
synthesis of explanations. But we also warned that it is most efficient to
start with the simplest structural explanations first and to add comPlcxity
only as necessary, Becanse both prewar relationships and the postwar
Australian-American velationship are closer to the conditions of realism
than to those of complex interdependence, one should expect the OVCI:iIII
structure model Lo provide a neat and simple explanation for these three
cases. The postwar Canadian-American relationship, however, was closer
to complex interdependence, and it was necessary to go beym,]d the over-
all structure model in constructing a synthetic explanation. The overall
structure model helps to explain the initiation of the postwar regime, and
the noulinkage norm in that regime helps to explain why an issue struL:turc
model can account for the otherwise surprising Canadian success in sev-
.crul hightlevel conflicts. But we needed to add the complexié)‘/ of‘thc

1n.turnul'imml organization model reflecting a political process associated
with complex interdependence in order to explain shifts in the agenda of
the relationship, the Canadian successes in at least six of the conflicts. and
the persistence of the nonlinkage regime. Finally, the economic rl';)\vtll
model helped o explain some of the incentives though not the %ne'ms
for maintaining the regime, ’ o
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Chapter 8

Interdependence has hecome a fashionable term, but jts rhetorical use
cun be asource of confusion if we wish to understand world politics or
foreign policy. We began this book by cxamining the rhetoric of interde-
pendence and its implications for policy; but we quickly discovered that
we needed to examine the word, interdependence, and to investigate the
polities of interdepeudence before we could make policy judgments. In
this final chapter we return to the policy implications,

Although our analysis is not designed to provide precise prescriptions

for pulicy, it docs point out two major policy problcms:._i_lugumﬁuual__

leadership and organization, Our analysis implies that more attention
shonld he paid to the offect of government policies on international re-
gimes. A policy that adversely aflects or destroys a beneficial international
regime may be unwise, even if its immediate, tangible effects arc positive,
C()n{:crn with maintenauce and duvcl()pmcnt of international regimes
leads us to Py more atlention to problems of leadership in world politics.
What types of international leadership can he expected, and how can
sullicient lca(lcrship be supplied? And facus on contemporary world lead-
ership stimulates inereased atlention to problems of infernational organiza-
tion, broadly defined, In this book we have not proposed a set of detailed
blueprints for the construction of policy. Rather we have addressed the
policy problem at its foundation by nnulyzing the changing nature of
world politics. Without a firm theoretical undcrpinning, policy constructed

\
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i e Or . et is like
in accord with even the hest blueprints for peace or world order | lik

the proverbial house built on shilting sonl,

EXPLANATORY MODELS AND
CONDITIONS OF WORLD POLITICS

In Chapter 1 we observed that the inereasing nse ol the ‘.".‘"'S.li”l&'%i‘/’]_’@%_‘i_
den : Tosmrond it improcive feoli at the nature of worl
dence reflects a widespread but imprecise feeling that the nature of world

solitics is changing. We therefore hegan with cnncc‘-.plunl L':Iu'nﬂc;}l;;oni
JV—Vc defined_interdependence in terms_of costly effects, distinguis

cnd yrmetr
amonge different ty); AALILCLY

f interdependence, and showed ho; motrical .
vulngrability_interdependence. can bc._l.lsul as A source 1(3[-'5',(""5;.“-&" H:c_
tmditi(mgam_e’o_f politics_among nations. Il.wn i m1;f| L 3.ch the
nature of world politics in thi turl)ulcn.t period, in C 1..\‘1) (-l(,c‘(‘q.,- ,‘"(l,'d(..]
sented (using as few assumptions as possible) an (-(-nn(lmlnc.. })‘Iq ‘",;J nodel
and three contrasting political power models of how the rules and |
dures that govern interdependence change. four cnsos aver the st
In parts 1T and III we applicd these mf)dcls to ()ll‘l ‘...m,.. i(]'m] o it
half century. We found that the economic m(u‘lv.l 1 \'](‘1..})'1()\;“”. “‘“,;-[ h
cient explanation, although it was ncvfcssury. for um,(;l'.s‘ .t'n)(] '(ﬁ,'m‘d.()“r
the changes in international regimes with which we we (.‘Iczf |. (,).rcd.ic.“()m
overall structure model was simplu cnough %u 'pr()ducv. ¢ ,I.‘u‘ ) ,"-l’u. ,(,ll- R
but, particularly in recent periods, the In.f"dww,”r: \'\v(-.nAc ::::,',I,( ln )(,‘[i[zi-‘c;li
catching only a small part of the (:h:m['!'mg IC:III()'...:”_;_.’;:. 'g .;.}(‘ﬁ[‘,;.“o'(] .
model based on the structure of power in sp?.c._lhf; |.s.su‘n ili,c‘.l"": : ].7:“_(.7'._;;__
Some of the parsimony of & first model but sill )*lf‘l(l(-(] N (].n ‘],)ilu,i,.si:,s“';{
hased on ncongrmtiqﬁ“bc'tl\_/(_ic"n_l)(-)"\.vcr at two (.hll('u(\.nl.‘.(..\,u,ls \ “;;{"_‘_l..fm
“areas. ]tmma;]imﬂbd, Lowever, hy I'l.‘i inability o .xu." \ for
(hm& in regimes that resnlted from (.‘llﬁlllgf‘..‘i in llml (.)v'('.rlzlllll |I)(()I\]\ll‘((|ds 1(;1:1.
tre or from patterns of international ()|'g:lll|'/.§ll.l()ll,' Y)I()'.l( ')' « ! ."‘,i;.;‘—i—”"“‘
third_political model, which we called_the internationa . ("":’Tm{
model. took into account intergovernmental and ll'zu.ls;govcn|_1|11(_.i1:_1_"g__|__$€_
\vorksaigl:ul;_tﬁyi_lg—;lﬁ,.lnd thercfore enhanced our ability t‘(;.exH .unlzp;_l:_
war Canadian-American l'—(:_l_'.'l_t??'l_l_._ﬂmi_\'!l(l recent d(':vcl(u_ml\cnlh m. 1‘(;(1(.&;'_]__‘
and }{;6;letal"y issuc?ﬁfg};. _This rcsult.wf\s achicved, 1(t\vc?\‘rc;i ‘ ;,;m.".‘-
siderable 16ss oF parsimony and predictive power, -l)cc.u;.s(.‘ ‘ 1f,| n ,' (;"
tional organization model was more indcterminate than those relying
cconemic process or underlying politi sal sfruct\ujc. . ¢ sile and
In developing these models as we did — from t.u, n.m‘.s ‘.1'1. l:'lthcr
familiar to the more complex and n()vel.-wc suu!;hl a .«?ys\tfnm ic -]] her
than an ad hoc approach to theory-huilding. \"Vt‘: l'rw..(.] lols‘c(. m;‘t] :vclwh)rc,
could explain international regime change with simple models be
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refaxing simplifying asstmplions. The more complex models were de-
signed 1o tuke into account Teatwres of world politics associuted with our
ideal type of complex interdependence. Nevertheless, we sought analytj-
cally Lo distinguish hetween the conditions of world politics — whether
characterized more aceurntely by realism or by complex interdependence
— and our explanatory models.

Ultimately, however, satisfactory explanation involves showing under
what conditions one model or another {or a combination of them) will
apply. In chapters 6 and 7 we provided some evidence from the oceans
and money issue arens, and the United States’ relationships with Canada
and Australia, that suggested a connection between our two most novel
theories (issue stencturalism and international organization) and the con-
ditions of complex interdependence. Situations of complex interdepen-
dence were not explained well by traditional theorics, whereas conditions
closer to the realist ideal were, One must be cautious about generalizing
these findings. To make more general statements, one would need more
information about other issne nreas and other country relationships. For
the issue areas and relationships considered, however, our research sug-
gests two very important propositions: (1) that issue structure and interna-
tiunn!_u(.)_rg;}'nizuli(m models are requir,ei] Yo _explain_the politi
interdependence; and (2) that the conditions of complex in
increasingly characterize warld politics in sm.qq._igm)_(?l_'tgn_f_ issue areas and
among some_countries. Iurther research is needed to test these proposi-
tions in other cases and explore thens with greater precision. Later in this
chapter we shall show that there are good reasons to expect aspects of
complex interdependence to he important in world politics, in arcas other
than those we have investigated closely here,

As we indicated earlier, however, owr models would not provide the
basis for a complete examination of the politics of interdependence, even
il we could specily the conditions wnder which each of them, or cach
combination of them, would apply. tu the first place, they do not focus
dircctly on national policy, but on the development and decline of inter-
national regimes. Those who are trying to explain the policies of particular
states will find these models too abstract. Our level of analysis is the world
system, rather than national policy. To_analyze national policies under

conditions. of complex interdependence, one_would need._to ask

k. two_ques-
-tions that we quite different from those that we_have posed: (1) What.

range of choice is available to socictics confronted with. problems arising

from interdependence; that s, how severe are_the external constraintsp

(8" Whai determinos the l.esppnscs.»thut,.ilrc_clwscn_and-tllein-_kﬁL‘CCME -
failirep.

To answer the first of these questions, one would have to analyze the
effect of contcmpormy patterns of intcrdcpcndcncc on state uulonmny.

cs of complex
rdependence |
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The independent variables would be attributes of e S’\'Sll(‘lrl: lfI‘(‘: (I‘nl(‘s:‘):)::-
would be how severcly they constrained the govermuents (;nlu.(..nul(‘[.‘"in r
discussion of interdependence mid rcgimc‘cl.mngv is ‘h(.'llp‘lu [ 1;1‘( (.dn(‘wl?:
these systemic independent variables; but it is not \'(“I)f .“"l; \lx ."llh(. .q ”
mining how severely particular governments ure (-m'mlmlm(.t .)) m.,n.u)v.c
tem. To answer the second question we wou.k.l require (us( (i‘m"-":-(im|.n:
analysis of the domestic structures and pul.lh ul prmwf:m:s n‘ ,‘,,,.\,-..--;li\',(.
states, and we would nead to deaw heavily on work in comparative
H 1
]A)O{?i\;;cs(.lo not claim, therefore, to have df'vulnpml \ gmw.r(u)l ?h'c’(::')‘/":i)([‘
world politics under conditions of complex |||lurd(-|)('emlm'uru:. 't'n' ?):l\(\"(‘(‘l;
models would need t he supplemented by llhllill'\’ﬂt"s'()l llu"ufl‘t |'p ;\ )(chm
international interdependence and domestic polities |)cfmlc .s\‘|]c._| ut qumz
could be constructed, In Chapter 7 we explored tlmtlrulal;(n: .H,P,(. :: .q()mc
degree for Cnfnad;]\ and Ausltrn]ia, but hardly more than to sugg
irecti urther research. .y
dllgfxt:osl;'sst[::nic models alone are not adequate to unuly.'/.c u|m-l".:-lf.t,',c’sn:-’£
Interdependence, But traditional views of the h!l(‘-l'lll\',l()lll(!l H.s)f.s ﬁ-l(\vunt
even less so. Indeed, they fail even to foens on mu](:h IO. -.K.‘,:;(i ,““d
B e —I\tflhosc ‘“’eﬂ-;‘l lh;l)l;)l(il((;' |:::l1'(li(!’|||:L :l«-lr::;(-:l(l(i'ronly such
aut [ state. Morcover, the polic axitns '
‘l‘rl:llcfl)ilt‘g::t)l’l (:ilizlcigm will often be inappropriate. Yol the “m-.d|L|‘rms|u.‘ “:‘(:3
believe that social and economic intcrdcl_)e'nd('._n(:u have l()l.\A)'r 'cn.\il‘t‘,.“
the world fail to take elements of continuity m.ln ﬂccou.nt.. F a u,ss:
their policy prescriptions often appear to be l.ll;()l)l.illll: A]: 1‘()u| (:“l;):: |](;‘tl“(y
confirmed a significant role, under some condltmn.«:, o1 lllt, ov:: ol military
power structure. Appropriate policics must take into u(,.w]l!n. )(l wi;d(,m
nuity and change; they must combine.clcmcnts of the tradilional wit
with new insights about the politics of interdependence.

POWER IN COMPLEX INTERDEPENDENCE

We particularly need to think carefully al‘)out the (:nncop't |0f|-p(‘)wefl; 1::)?‘::
conditions of complex interdependence. Statesinen :\.nd su wlars (‘)d(, mc.r_.
power to mean an ability to get others to do something they Wf)l'l ' 0' ror
wise not do (and at an acceptable level of cosl" to ()ncself), but ..1.5 ‘.wdh]]-u:
seen, that kind of power has always bef-zn d.lmcult to mc:;smf:, tﬂ; uti(.".‘
become increasingly so. In _the traditic ‘|_1_='\~I_l§§,\{.1.(§\¥,._lg;.lgn()w the (la 111 2{{{;1{;5;
of the resources that provide power capabilities is to kl‘l()\’V 1_;,_ st
Eﬁma_jialiﬁé'g;gnd if we know the structu.rc, Wf.)- can !)I'Lfllc F|‘ :
" terns of outcomes. But there are two pr(.)l')l.cms with this ul;pm.ltl\.‘,
the resources that produce power capabilitics have changed. In the 1
_the resources th
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agement of the classical cightcmnlh-cenl‘ury balance of power in Europe,
when a good infantry was the crucial power resource, stalesmen could
calibrate the balance by counting the population of conquered and trans-
ferred territories.? The industrial revolution complicated such ealculations,
and nuclear weapons, as a power resource too costly to use except in an
extreme situation, further wenkened the reh\ti(mship between milimr)'
power and power as control over onteomes. For many of the high priority
items on the foreign policy agendu today, caleulating the balance of mili-
tary power does not allow us to predict very well the outcome of events,

When we think of asymmetrical_interdependence as a power resource.
in situations of complex i||l‘crdupc|1(!clnlcc_,_bju_(_lgn_1cqt and measurement are
even more complicated, We have scen how being less valnerable 'in "a
situation of mutual dependence can be used as o power resource. But jt
is dificult to calculate asymmetries and, where there are many of them,
to specify the linkages among them. Even if we felt fairly comfortable in
our assessment of the power structure, whether based on asymmetrics or
military resources, we could not he sure of predicting outcomes well,

Therg is n_second. problem with the structural
whether in the overall politico-military system or in the specific issue aren.
able power resources are not automatically. translated intg elfect ve
Lover outeomes. Translation oceurs by way of a political bargaining
process in which skill, commitment, aud coherence can, as we saw in our
Canadian and oceans cases, belie predictions based on the distribution of
power resources, ‘I'hus, traditional foreign policy maxims derived from
knowledge of the structure of world politics, either at the overall military
level or in terms of the asymmetries in an economic issue system, may be
seriously misleading, Knowledge of the power structure is the simplest
and thus the best starting point for policy analysis. But to predict and
understand outcomes, we must give cqunl attention to the I)m'guining
process in which power resources are translated into ellective influence
over ouleomes,

Bargaining is important no matter what model of the system we use.
We must note, however, the ways that the conditions of complex interde-

pendence affect the bargaining process, The minimal role of military force

‘means that governments turn to ot!y_:_nj_instruments, such as manipulutﬁ;r

oﬁcogi)_lgig__g' nterdependence or of. transnational acfors, a5 We saw i the
Canadian-American rclgtig_x;;sl_ni&_Si_milm'ly, the inapplicability of military
foree means that considerable incongruity can develop between the struc-
ture of overall military power and the structure of power in an issue area.
Thus, we found in our study of money and oceans that one of the im.
portant questions about I)arguining was whether issues would be handled
separately or linked to cach other and to military security, Linkage among
economic issues was one of several tacties for politicizing an issue, thus

-~approach to_power,
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foreing it to a higher priority on other conntries” loreign policy agendas,
If we could assume that lukage wd politicization were controlled by
rational statesmen in firm control of their governments and socicties, then
the bargaining process of complex interdependence could be quickly
apprehended. But the fact that interdependence has different effects on
different groups and that these groups press multiple concerns on their
governments and have multiple channels of contact across national houn-
daries greatly complicates the hargaining process. By reducing the coher-
ence of national positions, this complexity of actors and issues strongly
affects the commitment to and credibility of threatened retaliation, which,
as we saw in the Canadian and oceans cases, can contradict predictions
made simply on the basis of power resources, Similarly, they allect the
bargaining process, as we also saw in the oceans and Canada cases, by
providing transnational allies, hostages, and instraments of manipulation.
Furthermore, as we saw in both the oceans and money eases, linkage
can stimulate domestic politicization, which can then turn the linkages to
new purposes. For example, a critic of American oceans policy might say
that all that was needed to maintain the free seas regime was a stronger
American lead, but this statement belittles the policy problems of complex
interdependence. As we saw in Chapter 5, the existence of multiple linked
issues and domestic politicization has increased the mumber and demands
of domestic Amerlcan groups favoring extended constal limits, The inter-
national contacts and potential transnational allies for such groups have
also increased. Many of the most serious policy problems of complex inter-
dependence_result dircctly Trom this blwving of (he distinetion between

_ domestic and international politics. Policy conceived as if the world con-

sisted of billiard-ball states guided by philosopher-kings is not very useful.
For international regimes to govern situations of complex interdependence
successfully they must be congruent with the interests of powerfully.

placed domestic groups within major states, as well as with the struclure

of power among states.

\ ol\Mli-'-\r-l-\ lw M, ol
TRENDS TOWARD COMPLEX INTERDEPENDENCE

How prevalent will: complex interdependence be in world polities? 1s it a
temporary aberration, or a permanent [eature of world politics? Obviously,
we cannot answer these questions on the basis of the four cases in this
book. And the dilferences among these cases should make us aware that
any answer must be phrased as a matter of degree. Complex interdepen-
dence is less closely approximated in military than in cconomic or eco-
logical issues and it seems less relevant to communist states and many less
developed states than it docs to advanced industrial countries. Even
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wmong advaneed countries, government control of social and cconomic
n'll(-.r:u:linns varies; the United States is charcterized by a dil[vl"cnl rela-
ll(n!h‘hip between the state and society than is France or Japan, ' B
These cav als nolwithstanding, there are reasons to expect that signifi-
ant aspeets of world politics will continue to approximate the con.(li%iom
().l complex interdependence, In some issue areas and some countr I'(‘]’l‘-‘
tionships, complex interdependence s deeply rooted. Althou rhythé;('
conditions are not irreversible, major changes would be needed tg 1‘evcr.s'c
them. A strong argument ¢ Id even be made that complex_interde e
dence will_increasingly characterize wz;xl(f—po _nus-e-(‘,achofplh(
three conditions of complex i|ltv.rdcp(»:ndél‘l‘cc-~ ponds to.a. loug-ter ‘
historical change with deep_causes of its own. SR A e
The multiplicity of goals and dif-ﬁzalfi;-.i'i;'él.rmnging them hierarchicall

are results of the long-term development of the welfare state. Durin ;hi)s!
century, governments in-nearly “all types of countries ]mve:“increagn Ay
been held responsible for more than military security. Although Isr'lbl')'
sitm}timj is obviously dillerent from Franee's, and nlth(‘)ugh a l{;ex' rhte‘nee:i
tension in Soviet-American relations could increase the attention 0‘; West-
ern countries to military security, governments will continue to be helld
responsible for cconomie welflare,
multiplicity and, lack of hierarchy amony_prot
ed by the many dimensions and “definitions of economic welf
tl.lc q}]lt}_‘ﬂdi_gt()l')’ choices about fonmg-l;c(.om)_l—n—lg—i)—oll?y“‘
Bive rise, One might carieature :\llilllde.;;.t.(.;\;/;‘l:—d"..fa-l%igi)“ economic olicies
among Western states as follows: For classical mercantilists c(n}éerned
\Ylth the power of the state, it was more blessed to export than to import
The ?lnssicul liberal economists who focused on consumer welfare l'lh ht.
that it was more hlessed to import than to export. The twentieth‘ce‘ntgr'
p()li.ticul mercantilists who Tocused on cmployment (producers’ wclf'lre))
during ll?c Great Depression again favored exports. More l'CCCI‘;” Y, a 1;0\\f
sulu‘ml of national ccologists who focus on envirommental d.'nn);\,':: 'll’lll
prefer strip-mining abroad vather than at home, favor (certain) i%n );)rts‘
aver exports.! What we find politically however, is not the dominunéc o.f
ouc of these cconomic goals, hut their coexistence among powerful groups
and a fluctuating pattern of priorities, ol bR
l'_'l‘lpc (]9_\‘{_(_:!(_)1511.911;- of my'lnt_ip_lgc;_]mnnéls of_contact. refleets_a long-term
istorical trend in the l'c.ch|1()l()gy__'of___Lle_l_up_u_l_lj_c;}_tjgl_)_._s__m_)d trﬂnspm'tnti(_)

Jet aireraft have l)rnught'm/'\;i?l—andm}\merica within a day’s journey fr
cach other, Synehronous orbit satellites have brought t]])('“C(J)StS' ofy' llm'n
conlinental phone calls into the same range as intercit. (."’l”; Pi "t1 0."‘
phone transmission and intercontinental compuler connmln)ilczlt(i();liq mc)nl:::
g'f:"ontinuc t({ shrink many of the costly barriers imposed by.dlist:mccb
1eaper and improved communications are not the only cause of tmns:

to which they



for major_states by four conditipns: risks of nuclear escalation; r
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national erganizations or of transgovernmental contacts, hut they did con-
tribute strongly to their development. And although, as we indicated in
Chapter 2, authoritarian governments can at some cost censor and curtail
transnational communications and contacts, transnational communications
are like]y to continue to create social interdependence mmong more open
societies,

The change in the role of milituy loree is relited o trends i the de-

structiveness of ilitary technology and patterns of socinl ”l']i_(iiii_l_'i-;.utiun.

As we argued in Chapter 2, the use of force has heen_made more costly”

by people in poor, weak countries; uncertain and possibly negative clfect;
on the achicvement of cconomic_gonls; i ¢
the human costs of the use of force. iven those states least affected by
the fourth condition, such as those with authoritarian or totalitarian gov-
ernments, may feel some constraints from the first three. On the other
hand, lesser states involved in regional rivalries and nonstate terrorist
groups may find it easier to wse force than before, The net effect of these
contrary trends in the role of force is to erode hicrarchy based on military
power.

The_erosion of international hicrarchy is sometimes portrayed. as a..

decling of American power, and analogies are drawn to the earlier. decline
_of British hegemony. Admittedly, from the perspective of a policymaker
of the 1950s, there has heen a decline. But American power resources have
not declined as dramatically as is often supposed. American military
spending was roughly a third of the world total in 1950 and still is. Over
the same period, the American gross national product has declined from
slightly more than a third to slightly more than n quarter of the world
total; but the earlier figure reflects the abnormal wartime destruction of
Europe and Japan, and the current figure still remains twice the size of
the Soviet economy, more than three times the size of Japan's, and four
times the size of West Germany’s, In power resources, unlike Britain in
the late nineteenth century, America remains the most powerful country
in the world,

Rather than resorting to historical analogy, we should consider the

_decline in hierarchy. as_a_systemic change, In ters of our distinction be-
tween power over others and power over outcomes, the decline of hier-
archy is not so much an erosion of the power resources of the dominant

state compared with those of other countries, as an crosion of the domi-

nant state’s power to control outcomes in the international system. The

tpinain reason is that the system itself has become more complex. There are

nore issues and more actors; and the weak assert themselves more. The

ominant state still has leverage over others, but it has far less leverage
cver the whole system.

and domestic opinion opposed to |

inter
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P . P R S e . .
‘ ’!tl‘()lll. .S(;I.n(! points n‘f view, this decline of hierarchy in the international
systenr indicates adesirable trend toward democratization an equality Tn

world, Somne observers have nrgued WAt BiE @rowthi-of i nvisible}

conlinent of nonterritorial actors” can lead to a world in which “loyaltv
entropy and geographical entropy will be so high that we ver 131‘11 I
doubt that major world wars will ‘ho feasible” * Functionalist l{woriill
who envisaged a transformation of world politics through thc. c(nl(;sci;1 ;
of specific interests — hoth private groups and public burcauc‘rn(:ics‘f
ncr(‘ms national boundaries to such an extent that military cnpubili.tics '{x)(l
national sovereignty would gradually wither away could also regard t;'(;nl(lv
toward complex interdependence as proof of progress. ¥ .
Our view of the futwre is Jess sanguine. So long as complex interdepen-
d(‘,l!(,‘(', does not cncompitss all issue areas and rc]ationships amonl ;dl
major states, the remaining role of military force will require sovc?ei‘vn
states Lo maintain military capabilities, Moreover, so long as the wurld&is'
(2huractcrizcd by enormous inequulity of incomes among states — a condi.-
tion that cnimot he changed guickly even on the most oiﬂimiﬂic of
assumplions about economic growth — citizens are likely to resist tilc dis-
mantling of national sovereignly, 'l_’_l_n‘(';__um;ggs_(ﬂn__g___l_-oun]cxit (.ll.ld_jlcclin.‘
of hicrnrch)’ may simply result in the absence of any ¢ -*w'x*‘l';:'\d— "T'"(
in organizing illl(!l‘llﬂli(;!i!ité(}ll{!ﬂ."i\;i;'.a;.‘l:}.&;;i.‘ s TR

LEADERSHIP IN COMPLEX INTERDEPENDENCE

I.,ca'ldcrsl)ip, of course, can he a sell-serving term used by a dominant state |
to justify any of its actions. Yet in the organization of collective aictio.n. to
cope. with cconomice and ccological intcrilcpcndencc leadership is often
crucial to ensure that hehavior locuses on joint gains ;':lther llmnl thlc '/cr(’)-
s aspeets of interdependence. As Charles Kindleberger has ar, vucd' “U
lcudcrship is thought of as the provision of the public good of z:cq )(;mi
!)ilit)', rather than exploitation of followers or the private .good of nl'fisti ;c-
it renmins a positive idea. | | | Leadership is necessary in the ubienlcebof‘
delegated authority.” % And such orderly delegation of authority iln world
politics is not likely. Leadership can _take a variety of forms. 131 cmnmm(I
arlance, leadership can_mean: (1) to direct or command: (2) to go first;

Jan
and (3) to_induce, These definitions roughly correspond to three types of

. International leadership: hegemony, unilateralism, and multlateraliom.

"~ We _defined hegemont P Asm,
e gemonic leadership in Chapter ituatiom s -
Lonte fe: P n Chapter 3 as a situation_in which

» oy N .
ome state Tis powerful enough to maintain the tial rules governing
ate relutions, and is willing to do so.” Clear Y, ch—éEﬂibT\'i.é—lcudership'

1.]5' one way m. which a public good — responsibility — can be supplied. But
the hegemonice leader will constantly bhe tempted to use its lc:ldership
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position for the sake of specific, self-oriented Hlills. Observers and P”“.(‘h-l}:
may plead for self-restraint in the cxcrc‘isu ol power; ||'H‘”..“|/h.(‘." ,(ll:ml':;::
political pressures, reflected particularly in electoral politics, .)(.:.m w ;,,;.,,lé
such advice will frequently be ignored. h} any case, ””"?h ;_,‘uv;.illuww. ((l,
will expect it, at crucial moments, to he lgnur(?(l_ “”fl‘.-“.'.l" .(':;:,;,',(\,-M,]ﬂ
avoid being put into positions wlun"u llus?.-"uru u.symnul u( | ¥ o .w;,id(.dj
or even very sensitive, to the leader’s (lcusulms‘. \vlnf-.n l \ll.s can ‘)('. :l,li,, r.m
Willing submission to hegemonie leadership 1..'~: drlll?m:'t ]l(') dl:"l;.lql]lli; n T
long, because the legitimacy (if not the power) n” .'yll(,ll‘ ca".‘i.n erm s
to erode. What in the eyes of the powerful appears Lo .)'(.l!).u I(, ”5,,' o th
public good may appear in the eyes of wnnlf as imper |‘:\ |.sl. :ul ..)l:;c’;;.],; ‘)
such perceptions difler, the need for cmn.pulm(m in Ilcgul‘mn\l.(,l (d.nd(‘)ncl;\
increases. As we have seen, under_conditions of complex_interdepe
: ulsion becomes problematic. ' U
L'Ql}l\!%;;—ond type of international leadership i_smg..l_mla‘Fg:_rul. .'lllfll.u,],ly_(:]_(.)l.tl.lil)f;‘,.-
for better or worse, sets an international example. A large state may___iﬁs“
nI)l-(‘ah;w‘r_wmi;ri(}:_p,olic(.-‘,_ the behavior of oth'cr states, l)'ul IT(‘:']“‘lft‘y(?‘);:,:'..\
Eﬂ;}]-ﬂnpm_‘mn.c_e, i q_q_t_i.(}‘nusl may determine l.'lu" rcg.n.nc.s. -l[;‘\ ‘(l:‘,._.;.l:'ii.d..
situzi—(i'(ﬁis_‘_‘p_[:il terdependence, hoth because of its direct elleets and |
[ Prevreantt IPRIUN
through imitation.
)
The rules made l;y the United States — and n’mdu in r<‘,-spnn.sic-l(¥" Ilhc ll;.:)il
part to domestic political pressurcs and domestic (!(‘()I'Il)llll(‘..ﬂ;\(' l.\(l)rc‘h.lt. n’nm).m‘-
are almost always much the most important sct o('nulmnu.l r c.s. Q ((, m.;? u[. 2 :
ators in international markets. . . . Consider the international 1(:.pct’c'u.f:imm 0-1
interest-rate policies pursued by the Federal Reserve liofu:;(l,‘ ol. x’lu]ﬂ:;(.::]\:p;)lll_
rulings given by the Civil Acronautics ]?()i.ll'(,l, ({f sl()clf I'nl‘lu (,l‘llc;:u)w i,,(i‘|(.l]_
forced by the Securities Exchange Commission, T hey are "‘| |]n|u'_1 ;1(, '," ; "”;N
tial on operational bargaining processes than the roles laid down by any Y
nation-state [emphasis in the original].?

Such leadership may have unintended systemic cII'ccl:‘: (as Truman’s 1nf-
tiative in 1945 led to a weakening of the free seas regime for Ehc oceans)
or it may be quite deliberate (as unilateral American suspension of \(:‘()l.l:
vertibility forced a change of the Bretton Woods regime in monctary
alflar::;se)r‘lmtional leadership as unilateral initiative — going {i_g's!.‘_z!_t.)_c_l_‘_.s;gl-k_tlﬂg_
an_example ;mlm"iﬁ—éafﬁp]e} intcrt_’.}gBemlcnce. As we have scen,

because the American cconomy is dominant and fess vuhwl.'nl.)le ‘tlmn
those of such countrics as Japan, Germany, or France, the U'mtcd .Srt:';te.s:
has more leeway in foreigu cconomic policy than those countries (l()._‘Lylu;s_
it is inaccurate to_ describe complex interd rpendence as a cmnp!c.t(.‘..!x“iga'_g-__
mated system in_which every actor has a veto power and collective action
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Jis tpaossible, On the olher hand, the initiatives taken by the leading state

may not nl\\'u_yx seta good example from the puint of view of ¢r ating or
maintaining aregime from which all states gaing; witness the brief byt
destabilizing American embargo on the export of soybeans as a response
lo rising domestic Tood prices in the sununer of 1973,

A third type of leadership is“I_)_asv.(_l__.nn.Lc_t_i_QJ_l__kl'_()__i'u_c]y_cq__gﬂgvy stales to
help stabitize an international regime, Leadin J_states _forego short-run
gains in bargaining in order to secure the long-run gains associaled with
stable international regimes. Large stales are most likely to make such
short-run sacrifices, because they are likely to be major beneficiaries of
the regime and they can expect their initiatives to have significant eflects
on world polities. Yot for such leadership to be sustainable under non-
hegemonic conditions, other stutes must cooperate somewhat, If oo many
middle-level states are free riders, growing resentment among powerful
groups within the leading states may diminish those states’ willingness to .
forego short-run gains. Cooperation by middle-level states, however, will |
depend in turn on the legitinmey of the regime — the widespread percep- ”
tion that it is indeed in the interests of all major parties.

The trends that have eroded hievarchy and that produce complex inter-
dependence do not seem likely suddenly to be reversed. Although the
United States still has the most powerful economy i vO!
peets Tor American h(‘g(‘!_!}()lq’;i@ the point_of _z—il_)'_lg._t.gm_dg_:te__ljmine
and maintain the rules — are . The likelihood that any other state will
be able to exercise such dominance is almost njl. Unless drastic changes
take place in workl politics — such as a renewal of a strong Soviet threat
to the military seeurity of Western Europe and Japan — hegemonic leader-
ship will therefore he out of the question, The choice will essentially be
between nonhegemonic leadership and no eflective leadership at all.

Elfective nonhegemonic: leadership depends to some extent on unilateral |
initialives seiting good examples, hut it also requires cooperation to main-
tain regimes over the long term. It therefore inveolves a combination of '
the second and third types of Teadership discussed bcfm'e._Pcudcr_ship in_
these terns does not conler special material henefits, 11]At_ll()llg!l_._i_tml‘llg_l)_’_ cany

stalus ax well as the ability to_shape J@igciidzﬁoﬁthtstal‘e_ discus-
18. I nonhegemonic leadership is to he effective, furthermore, all major
Parties must helieve that the regime l)efllg created or maintained is indeed
in their interests, Any lcud(u'ship requires legitimacy, which induces will-
ingness to follow and 1o forego the oplion of free riding or cheating on
the regime that corrodes the incentive for leadership. But legitimacy and
willingness to lollow is partienlaely important in, nonhegemonic situations,
beeause the coercive clement is (liminislwd._ Assuring the i@g\_l)_i_ljﬁ)f_p_ljﬁ!(._ﬂ;;__
national regimes under conditions of complex_inte éi)elldCJICO..wilLJ'Cqujrp

' the world, the pros-

_multiple icndcrship and praclices that l)uil(]_.]:(;g-ltlmacy of regimes,
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decide for themselves how_much they wish lo participate. 1t has hecome
commonplace to realize that the ideology of free Irade.in the nineteenth
century served the intersts of Britain as the most advanced state, and that
“lhere can be economic neocolonfalism or an imperialism of free trade (and
investment), At the same time, politically autonomous small states ean

ll)eneﬁt from having the oplion of un open cconomic system, when foree is
ot used by powerful states to impose such a system on them,

INTERNATIONAL AND
DOMESTIC ORGANIZATION

Organizing for international collective action poses n particular problem
50 used to being dominant_jn_the
em, arises about which important groups _in_

HIXH

for the United States. Americans
world that, when a proble;
domestic_politics feel strongly, there is immediate emphasis on unilaieral
action, The adverse environmental cllects of supersonic airerall are to be
dealt with by denying landing rights in the United States to the Concorde;
nuclear proliferation is to be controlled by a unilateral ban on the export
of material from the United States; the world is to he Ted by American
wheat exports; and effective population control is to be facilitated by
changes in United States foreign aid policies. In each casc, the goal is a
worthy one — environmental quality, control of nuclear proliferation, alle-
viation of hunger, limitation of population growth. Yet in a world no
longer dominated by American power, unilateral American approaches of
this sort may, in the long run, he detrimental even to the goals heing
sought. If they disrupt cooperative international relationships and cast
doubt on American motivations (or create negalive reactions to Amerlean
self-rightcousness), such approaches may destroy the basis for legitimate
international regimes. Supersonic aireraft can still fly where the United
States’ writ does not run; other nuclear suppliers can inerease their exports
of nuclear materials; the United States is wnlikely in the long run to be
able to feed the world; and American atlempts o control population
growth abroad may be scen by nationalist leaders as attemipts at “geno-
cide.” Perhaps the United States should take all of these actions, but
within the context of international discussion, hargaining, and (where
possible) agreement, rather than unilaterally.

As we have shown earlier, many of the_relevant policy deci :
situations of complex interdependence will appear in traditional oli

perceptions to be domestic rather than forcign. We can think of sensitivi y
interdependence, whether through a market relationship or a flow of goods
or people, as a transnational system crossing national houndaries, To affect
such a system, governments can iutervene at diflerent policy points:

ions in
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N 1
,(l(_un('.sl'_ica_l_ly, al their own |2¢')'|"(‘|crs; lhmugh international organization, al
another cmu‘m'y'.«: border; or inside the domestic jurisdiction U[_'Jlll()l’ll;‘l'
v (:mmlry. Diflerent points of intervention impose different costs. and b.cn('-
lfl.\:. Political strugrrles will arise over who pays the costs of any change
Such leaders as the president or seeretary of state will often prefer po.lici!ﬂ(w;
|_)|‘()|')():9i|)g equitable international sh:u’il;g of costs or even, as a price f();'
relaining international leadership, n disproportionate Am(.-r,icun share. Bt
leverage over domestic points of intervention will bhe held by l)urcuu.cruls'
and congressmen whose responsibilities are often to narrower and lmn'("
immediate interests,
Thus, forcign poliey leaders dealing with these new issues will have to
pay even more attention than usual to domestic politics. Foreign policy
Strategy will have (o include a1 domestic political strategy th;r\-i'ilim7('1'm?f“
_‘llm Uui!_(:(] !:i}_x_\_((es to Tocus un'i'lS:"](;;E;‘l m:yst(nuomteu—:sts Dl}lcwnl
!s.\'m. for ('xulnplv. tracle and mdm&. llll-\;‘(’—-tllllcl(‘lll ‘p(';lll'i.éul..ch'lrucl'('l'-
jslics. Liven though they may have the same effect on cmploymcn‘t trade
Issues wsually iuvolve many political groups, whereas monctm‘\',iwuw
rarely do. Forcign policy leaders will have to formulate their strate 'i‘(:s' i.'
terms of such tikely patterns of politicization, B
They will have o pay special attention to the w.
tional hargaining linkages, threats of re
tional forum affect domestic politics
alliances. They will hay

ay that their internad;
taliation, and choice of internall
as well as the ereation of transnationa|,
! ¢ lo anticipate points of strain, At home thev
will ‘huvc to pay more altention to compensating groups that l)(‘:,ll‘ lhl‘
h.uuvmst costs of adjustment 1o change. A good example is the c()mpur'l-‘
hv(‘; generosity of the adjustiment assistance in the 1974 trade lvgis‘luti(;n
designed 1o stave off the restrictive alternative Burke-1lartke I)ill' com-
purnf] wi/!\h l'h,o marrow adjustiment assistancoe provision of the Tr:l(,lc. Ex-
ranston Act that President Kennedy pressed e - i
3](‘3,",4,, ' [-;,l(.,(.:,:.ﬁyl rl‘();l(;i(lll Kemnedy pressed s part of a grand seeurity
Delining vational interests i usually diffieult, but on issues of cconomic
illll(l ocol()gi al interdependence, it hecomes even more so. These iﬁans:
Hireetly alleet particular groups, and touch the lives of ncurﬁi“‘cit}i_::n‘wm
]f'(.]'().l_lﬂl‘( tlc in»l(?l"'cs(‘ groups are powerful ()iiéh to )l()Zi_ﬁ?)llZlEThVT)lT(l
by the president™= such ns the "policy” S(‘.”l:llé_i;l;'g(;}i-ll{ll;;i-t-i;;-;)f orain
to the Soviet Union in September 1975 — top officials may no lnng([::' be
31'3!_(_2_!9_ determiue policy. As AFLL-GIO President George Meuny expressed
it at that time, “foreign policy is too damned important to be left to 'lhc
secretary of state.” ' Tn such a situadion the judgment of top-level ollicials
may no longer be authoritulive, . '
During the Cold War this problem was met by P
below military seeurity i the foreign policy hie
distant-water fishermen, representing less than a q

acing cconomic issues
rarchy, We saw that
urter of the American



238 | COPING WITIL INTERDEPENDENG)

ateh, were able, through an alliance of convenience with the navy, o
define American fisheries policy in termis of nareosw constal Timits, Simi-
lnrly, in monetary pnlicy, the United States accommodated its interests Lo
considerations of alliance leadership, After the mid-1960s, the Soviet
threat seemed less imminent. In the oceans ar a, strengthened by the law
of the sea negotiations, American constal fishernien (llmngl.) I‘(‘l)l'(!.'\'(‘l!”l'lg
a minor cconomic interest) suceessfully pressed Congress for o 200-mile
extension ol coastal jurisdiction, over the navy's abjections. 1In monelary
policy, our allies themselves scemed to pose an cconomic challenge, and
American interests were defined with less concern for preserving the post-
war monetary regime or for Turopean sensibilities, As te symlmlis'm of
] national seeurity is weakened, it hecomes more difliealt (o establish o
political consensus on priorities. .
The rhetorie of interdependence and symbols of cconomic and (',col.o.gwnl
sceurity are likely, however, to be imperfect substitutes for !hc trudllfu)nul
militury security imagery. Economic interdependence ulluc%s (lill(u'(:,nl‘
groups in very different ways. Grain sales to the Soviet Union, Tor in-
stance, may belp detente, but they may hart some of the poorest |3(:oplu
in less developed countrics. Domestically, such sales I)()():#l' F:u'mcr:q (and
grain exporting companies’) incomes, but have an in!lulmnnry eflcel on
food prices that is spread across the population. 1t is unclear whether
grain sales will lead o vulnerability interdependence, which (!(.)lll(l p!'()-
vide the United States with a useful foreign policy ool in relations with
the USSIL. 1f not in the short run, what about the more distant future? Or
will the United States be unable to use this potential tool beeanse domes-
lic groups with an interest in the profitable transactions \-vil.l lobby to
maintain the relationship? When the conditions of complex interdepe

dence are uneven, and one society bears more of its marks than anoth
e Y e e e —— .

tlL‘LluhlmbAllle_zltl rns_canuot be determined from simple statisti
When domestic burdens and henefits Tall mevenly, Teaders will find it
difficult to make such subtle caleulations and indulge their finely balanced
judgments. Ecological dangers, by contrast, would often affect everyone
fairly equally. But because they arc long-term threats un‘fl the s'lmrt-lc.rm
costs of ensuring against them are mevenly distributed, ecological secu-
rity” is unlikely to be a sullicient symbol around which Teaders can build a
new foreign policy consensus.

Concern about economic aud ceological issues can lead hoth to inde-
pendent policies and to greater involvement in international policy co-
ordination. Indeed, it is quite plausible to expeet an inconsistent and
incoherent pattern of involvement and withdrawal. Isolationist policies
will be tempting as responses to the [rustrations in dealing with a world
no longer under hegemonic control. There will be a tension between_the
United States” increasing_involvement in the world cconomy and its de-

S,

elining_control vver that
voordinale enviromnental
the wwareness that olher
and may e extremely ddifli
IUis possible 1o desiyn_
United States could redue
Consider, Tor instance, th
one were concerned about
clining reserves) to_scll
imports, diversily sources
lingency plans for rationi
Over the lnng('r run, the
produce new sourees and
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cconomy, Inereasing awareness of the need (o
pelicy internationally will coexist uneasily with
Bovernmenls may have very diflerent prioritics
cult to influence,

Andependent economic strategies by which the
¢ ils cconomie vulnerability to external_eyents,
¢ often-disenssed_problem of_raw _materials, 10
other countrie refusals (or inability duc to de-
wy..or_materials, _one_could, restrict total
of sipply, build up stockpiles, and design con-
g supplies in the event of ‘sudden deprivation,
United States could invest in technologies Lo
substitutes. Given time, technology can change

the scemingly inexorable dependence supposedly implied by figures about

known reserves,
Yet the important quesl
gios are l('vlnmlngi ally Teg

ion is not whether indcp«.‘.mlent security strale-
wible, but how far they should be followed un(l}

the uses to which they should he put, Reducing one’s vulnerability to ex-
ternal evenls can be part of a neoisolationist strategy; but it can also he
one clement in a strategy of policy coordination and international leader-

ship. 1f we reeall onr diseus
as sources of power, we
nation a state reguires pov

sion in Chapter 1 of asymmetrical valnerabilitics
can see why this is so. For policy coordi-
ver in diverse issue areas, in order to persuade

others o compromise, and lo make sacrifices. Insofar ag one_state can

limit it vulnerability to ac
Suer
- cal security. |

tious by, others, it will increase its ability to in-

:¢_international negotiations about collective_cconomic and ccologi-

At Tow levels of cost, cflorts to increase sclf—sumciency are therelore

desirable for o stralegy of

lor a neoisolationisi approach. The key (5

oricntations turns on how
proceed, and at what costs,
that

policy coordination and leadership s well as

! uestion between these two policy
far the developim of igg_(_:ifg:jilgl_nqg_should'M
Taken separately, each “p;

ch “project independence”

neoisolationists propose to reduce our vulnembi]ity dependence

might be tolerable. But when one adds them together, one has a heavy
burden to impose on the American people — particularly jf many of these |

costs could he avoided by

wore ellective American leadership in world

aflairs, Morcover, if the environmental essimists are_even partially cor-

reet, the bhurden \V‘”rEiz(;\le avie

independent action, the U
international policy coord

. Even when it has the capacity for
nited States continues to have an interest in
ination — over which, in such a situation, it

would of cowrse have considerable influence.
For some (!co]ogic;ll issues the argument (or international action is cven

stronger, When a collective

good, such as the atmosphere or the oceans, is



. eflectiveness_depended._on_thefi_itonomy, it would he ¢
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threnl‘cnpd with degradation by pollutants from many countries, action hy
one state alone is unlikely to solve the problem. Yet here again the point
is not simply that ecological dungers or finite resources increase interde-
pcndcnce._'I_'l}gvk_ey_,iss,w,_is_whcﬂmnthe major counlries of_the world will

.";‘_"_C_thihi‘l'ﬂﬂl.—“-'ld_gomnm_mh ity to respond in_time, Will they
Plan so that the right technology will be available in tme, or so that

conservation measures can be put into ellect hefore irreversible damage is

- done? Will we know enongh abont the adverse effects of technology, and

have sufficient control over its development, that we do not ereate tech-
rological monstersP Will international_ organizations facilitate.. ellective
collaboration among _governments on such questions?

If we viewed iuternational organizations as formal jnsti
=0T _Viowed futernational orgy

y L

optimistic. Very little in the record of the last tirly years suggests that

intergovernmental organizations such as the United Nations, or even more
successful integrative arrangements such as those of the LEuropean Com-
munity, will become increasingly autonomous and powerful in world
politics. On the contrary, these organizations are often divided by contro-
versy and weakencd by lack of governmental support, political as well as
financial,

This approach, however, reflects an archafe view of international organl-
zations as inciplent world governments. We neaed to think of international
organizations less as institutions than as clusters of intergovernmental and
transgovernmental networks associated with the Tormal institations. Gov-
crnments must be organized to cope with the flow of Dhusiness in these
organizations; and as governments deal with the arganizations, networks
develop that bring officials together on a regular, face-lo-face basis. Inter-
national organizations nay. therelore help to actj
in world politics, by [ucilituling communication between certain olites;
secretariats of organizations may speed up this process through their own
c(mliliun-l)\lilding activities.™ Leadership will nol come from international
organizations, nor will eflective power; but such organizations will pro-

\vide the basis for the day-to-day palicy coordination on which ellective
multiple leadership depends.

From this perspective it is not surprising that — despite their wenkness
as “governments writ large” — the number of intergovernmental organiza-
tions more than tripled between 1945 and 1965.M As Table 8.1 indicates,
the United States participated in almost three times as many international
meetings in 1975 as in 1950, Between 1964 and 1974, the number of
accredited government dclegutcs to international conferences and agencics
increased by over 150 percent — and fewer than hall of the American dele-
gates in 1968 and 1974 came from the State Department.

Because international organizations and nicelings are so important as

ale “patential coalilions”_

relationships With thoge organizations, and their
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TABLYE 8.1

UNFTED STATES 'I'RANSGOVIERNMIEN'I'AL CONTACTS

it o
Accredited govermment delegates
Lo conferences and agencies
—_—— -
International meetings

k Einy State d g
i offiens ace department

Total delegates delegates as percenmtage

Vear 1.8, participation (46 ugencics) of toral

—————— — e R © eem e et —— ~_.—‘“~\~__ — '

1946 141 ' T

1950 291 _

1960 394 - .

:gg: 547 2,378 5.-2

197)4 588 2,137 :#H
—_ 1

1975 817¢ Hoser *

e
———————

Sources Datg i .8
ource: Data supplied by U.S. State Department, Bureau of International Organizag
A.1975 as pereentage of 1960: 2079, ’ o

B

b, 1974 a5 percentage of 1964 |54

;.-clul(-rs ()'f informal networks, the proliferation of international activities
])) apparently  domestic agencies s also a natura) c]cvclopmcnt Slul(.'
Depurtment persomnel aceomnt for Joss than o fifth of all ' ‘

. . Americans |
diplomatic missions overseas; the rest come from o gov.

come e .
ernment agencies. Beeange many of the issues n::r)(l:;:c:]w::(t'yll(]:l?:i g(l’lv
(:mnpl(.'x. techni ally sophisticated agencies, which have p:u‘li(i‘ul’ii‘ d ‘-"':)'
tic constituencies, must e inlinmlcly invalved in the process "m l()lt]lm's:
'.Hu.\"t maintain close ties with their counterparts abroad. Tl]ll‘s’ l‘l]ill;i' l'"")'
lnr(ng!v oflices, which have evolved in many  United Stz\lc.*i d()n;‘c:llli('
:lg(.‘-n(-l('-.x, are not mere bureaueratic nuisances but have 4 )()s'iiiv(' Y l: "
nmaging interdependence, They need o be sulliciently £V(:ll co'ntl(')oh ";
l!ml lh(:y do ot establish separale hureaneratje ficfdoms llmi‘ form )‘i(
tions wilh cormnlerpart agencies o thwat oflicial government polic :(l‘lu't.
”Ifi‘]['l'ilI)S}_{()V(!l'lllll(‘lll:l' policy coordination that they engage in ils ('S's)c;lti)ul
nsgrover "nle icy coordinati i i cial .
olt ge u(..1'(‘_)‘_f__(h.ll_(_g_l"t__g_o_velmncnts work_together to
sol joing_problems, or when interactions fagilitate learming. Ocen sionally,
i sense of collcgialil)' leads 1o (‘h'[)cci:'i”v ellee lomaai
havior, Sophisticated nttitudes toward ini(:rmltionnl cooperation, and
creased .«'»‘cnsilivily lo the international aspects of pr()blclm‘s‘ m'l\: (|| f";”j
become mereasingly diflused throughout the g()\'(‘rnm(snt..iltr(';l'us'c l:IlI:(:‘

clive pr()blem-solving bhe-
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Ll ol operating agencies iy ‘(l(_:_\lg_]gp__gl_()‘.gp : vl

wnd mutually heneficial
seeretariats, as well, The



share ‘of attention, For the Unifed States, u.central jssuc.y

British hegemony over the world's oceans and monetary sy,

. degrees in dilferent situations. We ncc_:—_(i i)j(_)k_]_i__
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{unction of central forcign policy organs sueh as the Stie Departiment
should ‘be to encourage constructive transgovernmental contaels of this
type, and to orient the agencies involved toward hroades views of world
order, rather than toward their narrowly defined problems. There should
he no attempt to ent ofl such contacts; such an attempt would be Fatile.
To destroy such networks would he lo weaken international organization.

CONCLUSION

The growth of economic and ecological interdependence does not provide
clear, deterministic_guidelines for foreign policy. There is stll a “necessity
for choice.” The conditions of complex interdependence make the choices

- aspect:

exercise_international Teadership without the capability, for
ens in the Tast

century rested on the twin pillars of rvestraining domestic interests and
applying preponderant power (including an occasional touch of foree)
abroad. American Teadership will enconnter_the same need o sct a_good
domestic example, but will find_the application of power_more. diflical ="
We will have to fcarn beth to live with interdependence and o use
it for leadership. From a systemic point of view, the American paradox
may be that the United States has too much rather than too little freedom
in the short run, and may Fail to take the lead on the econginic ind cco-
logical problems that will be increasingly important,

In any case, an_appropriate foreign policy for the, most_powerlul state
must rest on a_clear analysis of changing world politics. Outdated or over-
simplified models of the world lead to inappropriate policies. Our argu-
ment in this book is not that the traditional view of world politics is
wrong. We helieve that several approaches are needed, but_to_diflerent |
] traditional wisdom and new
insights. We also need to know how and when to combine them, One of
the major problems in understanding world politics is the frequent failure
to distinguish among dimensions and arcas of the fickl. This Tailure is all
too often accompanied by a tendency to apply the same simplifications to
all aspects of the subject. We have studied the policy implications of
interdependence in order to contribute to a differentiated, sophisticated
approach to analyzing world politics, not to put forward yet another over-
siplification as a guide to reality. Carcful analysis is not a mere academic
game. It is essential for coping appropriately with the turbulent world of
our time, In battle, the sword is mightier than the pen, but over the long
run, pens guide swords.

PART V

Second Thoughts
on Theory
and Policy



Afterword*

As we indieated in our Preface 1o this edition, we have tnany observations 1o
make about Power and Interdependence and the reception it received in the
literature of international relations. Our burposc is not prineipaily defensive:
indeed, we were enormously plensed and often flattered Ly the attention given
Lo our book, Tnstead, we wish ks clarify our position, since misinterpretation by
intelligent erities usually reilcets confusion or poor statement on the part of
authors, and to suggest direetions for future research.

We begin in Seetion | by examining the three most important themes of
Power and Interdependence: the relationship hetween power and inlerdepen-
dencee, theideal type of complex interdependence, and explanations of changes
in international regimes. In Section 2 we offer a critique of our concepts and
theories and examine which clements of our argument have been most fruitful
for later work. In Scetions 3 and 4 we raise questions about concepts, such as
those of “'systemic political process”™ and “learning,” which we did not expli-
cateclearly in Power and | nterdependence but which we think suggest fruitfyl
dircetions for future research,

1. PRINCIPAL THEMES OF POWER
AND INTERDEPENDENCE

In Power and Interdependence we identified “political realism™ witl; accept-
ance of the view that state hehavior is "do|11inaled-by---t.hezons.lanLdanchu[

* This Afterword is a revised version of Rohert O. Keohane and Joseph 8. Nye, “Power and
Interdependence Pevisited,” International Organization 41, no. 4 (Autuinn 1987): 725-753.
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military conflict,” and we argued that “during the 1960s, many otherwise kecn
obseryers who accepted realist approaches were stow o perceive the develop-
ment of new issues that did not cenler on military-sceurily. concerns” (p. 5). As
we had done in our edited volume, Transnational Relations and World Poli-
tics,* we pointed to the importance of “today's mullidimensional economic,
social, and ecological interdependence” (p. 4). Yel Power and Interdepen-
dence had a dilferent tone from both our carlier writings and popularizers of
economic interdependence. We erilicized modernist wrilers who ™
as onc in which the terrilorial state, whi
for the four centuries since feudal times cn
PRIy e 2+ o et A e b $ ¥ & 47 078 4

ritorial _actors such _as_multinational corporations, transnalional social
movements, and inte(nﬁﬁl organizations” (p. 3). In our view, lo exchange
‘realisir for an equally simple view—for instance, that military lorce is obso-
lete and economic interdependence benign—would condenn one to equally
grave, though different, errors” (p. 5).

We did grgue thatthefusg of foreelhas become, incrensingly costly. for major
s u result of four conditions:(1)risks of nuclear esealntion( 2) rosistanco

people in poor or. weak countrics{3)uncertain and possibly négutivc ¢llects
on the achievement of cconomic goals; and{4) doi op
Buman cm; But we also noted that the fourth condition had little
impact on the policies of tolalitarian or authoritarian governments, and we
warned that “lesser states involved in regional rivalries and nonstate terrorist
groups may find it casier to use force than before. The net cllect of these
contrary trends in the role of force is to crode hicrarchy based on military
power” (p. 228).

Upon rereading, we think that the general argument has held up rather well.
Vietnam's invasion of Cambodia, Isracl’s of Lebanon, and the Iran-Trag war all
indicate that force remains an option in regional rivalrics between small or
middle powers. But systemic conslraints continue 1o limil the superpowers’
use of force. Nuclear force remains uscful principally as a deterrence to attack.
Nationalism has acted as a constraint on lthe superpowers, as both the failure of
Soviet intervention in Alghanistan and the weakness of the American responsc
to Iran’s taking of hostages have indicated. Even in Central America the Rea-
gan administration, despite its ideological commitment, has been cautious
about introducing Uniled States ground forces. Compare the relatively low cost
and effectiveness of the Eisenhower administration’s inlerventions in Iran
(1953), Guatemala (1954), and Lebanon (1958) with the more recent difliculties
encountered by the United States in Iran, Nicaragua, and Lebanon during the
1980s. The use of force against a narrowly based regime in the ministate of
Grenada and the limited air strikes against Libya are the apparent exceplions
that prove the rule: Grenada was virtually powerless, and against Libya the
United States avoided commitment of ground troops.

Our argument about constraints on the use ol mililary. foree laid the basis for

esticopinion opposed W the
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our analysis of the polities of economic interdependence. This analysis con-

tained three principul themes, which wo did not explicitly distinguish from one

~anather:

1. A power-oriented analysis of the politj

bargaining theory;

LAk sses that it encompassed:
3. An_altempl Lo expls ol o

An ﬂl).lll)-’Sl'.‘w' of an ideal type that we called “compl
angl.of.the.impact ol the processes that it encompass

A ! : changes in international regime

ined a5 “sets of governing arrangements that afloct relationships of in-
tlerdependence™ (p. 19). A T
Laraepencer :

Our analysis of interdependence is developed in Chapter 1, which links
ilﬂ.‘ﬂf!&?.!l‘ﬁll‘l‘i’_‘ﬁ‘i'" power through the concept of ftsxmnfét?i‘é‘aii“i“u’ti‘ij‘"cléﬁé‘nl
f!cncu as u power resoured, “Itis asymmetries in interdependence.” ;s'e&\;r;(c

that ure most likelyto provide sources of Influence for actors in ll;eir dealin s
with oncanother” (pp. 10=1T,itilics in original). This concept l'hutaqymmctfi-
cul inlerdependence ds a source of power, can be found (’:Ieurly.in Albert
Hirschman’s National Power and the Structure of Foreign Trade,” as well as in
Kenneth Wallz's article, *“T'he Myth of National Interdependen,ce.”“ (

Our analysis linked realist and neorealist analysis to liberal concerns with
interdependence. Realism and neorealism both emphasize states’ demands for
power. and.seeurity and the dangers to states’ survival; the key differenc:
them is lll:ll»__l_](_!(ﬂ'_gilllﬁlll, as in the work ()fWa]u, asgirc?igt}
of 5 «¢.! (When realism and neorealism make similar claims. we 4 c

realism™ only 10 avoid cumbersome language. When referring spec'iﬁcall s to
ll'u: scientifically formulated theories of Kenneth N, Waltz and scholars v?'ilh
similar views, we use “neorcalism.”) Military force is for both versions of
realisin, the most important power resource in world politics. States must rcly
ultimately on their own resotrees and must sirive 1o maintain_their relative
positions in the system, even at high economic cost. Liberalism also exammes
state action but directs ils altenlion to other érou;l)s: as well. For liberal thinkers
c-(:()n()mic incenlives arg as. important ‘;gsmggn_ccmsK.fm:,sccm_ity.- A;;;Ol—l};’ lcpul):
lics, atany rate, military threats may be insignificant, expanding the potential
arca lor cooperation and reducing both the role of force and the cmphasis
states place on their relative power positions in the international syslem o

Our respeet for the liberal tradition of political analysis reflects our de.bt lo
studies of. regional inlegration carried out during the 1950s and 1960s. Karl
Deutsch focused on the development of pluralistic security communities—
groups of slates which developed reliable expectations of peaceflul relations
and thereby overcame the sceurity dilenmma that realists sec as chamclc(rivin ;
international politics. Ernst Iaas focused on the uniling of Europ; and ‘lhg
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transformation of the Franco-German hostility inlo & postwar cconomic and
political cooperation. Subsequently, scholars extended these perspeetives on
cconomie, social, and political interdependence and integration 1o other ro-
gions.® What these studies had in common was their Tocus on how inerensed
transactions and contact changed allitudes and transnational coalition oppor-
tunities, and the ways in which institutions helped to foster such processes,
They focused direetly on the political processes of tearning and the redefinition
of national interests.
The development of regional-integration theory outstripped the develop-
ment of regional communities—although the transformation of Western Eu-
rope into a pluralistic sccurity communily is an important aceomplishment. We
felt, however, that many ol the insights from integration theory could be trans-
ferred to the growing and broader dimensions of international economic in-
terdependence. Our first study in transnational relations and interdependence
broadened the conceptions of how national interests are learned and changed,
but it was only in Power and Interdependence that we explicitly addressed the
conditions under which the assumptions of realism were sullicient or needed to
be supplemented by a more complex model of change. Qur goal was not to
discurd the insights of realist theory, but to construet a_hroader theorelical,
framework that could encompass realist concerns shout the structure ol power
| while also explaining chauges in the processes of the intarnational system, We
sought to account for the anomalies that arose when realism tried to deal with
issues of interdependence, and to direct altention to new information and
directions for rescarch. We were interested in supplementing realism by en-
compassing it in a broader theorctical framewaork, nol in trying to destroy it.
The discussion of realism in Power and Interdependence was deliberately
incomplete. We were loss interested in deseribing the realist tradition than in
examining some of its central assumptions and assessing its relevance for our
analysis of the politics of interdependence. Some reviewers look us to task for,
in K. J. Holsti’s words, “attempting to apply old approaches or models to arcas
for which they were never intended,” and therefore “setting up straw men.”
Stanley J. Michalak commented that our “straw man may well be ‘parsimo-
nious’ and easy to test, but it has little to do with realism.”® Liberalism as a
traditional theory escaped mention entircly: although our analysis was clearly
rooted in interdependence theory, which shared key assumplions with liberal-
ism, we made no elfort to locate ourselves with respect to the liberal tradition.
We presented a version of regional-integration theory that avoided teleological
arguments and took the distribution of military power, cconomic power, and
the role of states fully into account.” If we had been more explicitabout locating
our views in relation to the traditions of realism and liberalism, we might have
avoided some subsequent confusion.
Interdependence generates classic problems of politieal strategy, since it
\ implies that the actions of states, and significant nonstale actors, will impose
. éL’lLvuo\m&ndC,g

costs on other members o
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[the system. These allected actors wii respond politi-

cally, il they are able, in g
forced on them. IFrom 1
vidual governments is |

i atiempt Lo avoid having the burdens of adjustment
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In analyzing the poli
terdependence would no

lics of interdependence, we emphasized that in-
t neeessarily lead to cooperation, nor did we assume

lh:.tl ils consequences would automatically be benign in other respects. The key
point was not that interdependence made power obsolete—far from jt— ut

thalpallerns o] jnlcrdcponﬂqi}s_e and pmtp_“fns ol potential power resources in

a given iss aare closely rel; i
agyonissuc urea ure closely related—indeed. two sides of a single coin. Thus

we ought not merely To pl

area of international exel
I'he coneepl of “eomp
lleeted our dissatisfactior
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terdependenge,” as used
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1e, and our atlempl to add insight from theories of regional integration to its

s llClls important to recognize that “complex in-
in Chapter 2, is very dill' “i -
I s.very dillerent from interdepen-
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s to the political-econon
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rather than our construction of a hypothetical one. FFor instance, Robert Art's
view of interdependence theorists as elaiming that a “nation whose cconomic
interests are deeply entangled with another’s cannot use force . . . interosts
intertwined render force unusable . . .” portrays some theorists in the liberal
tradition but not us.’® On the conlrary, in Chapter 1 we argued that “it must
always be kept in mind, furthermore, that military power dominates economic
sower . . . yet exercising more dominant forms of posyer hrings higher costs.
Thus, relative to cost, there is no guarantee that military means will be’ more
cllective than economic ones to achieve a given purpose™ (pp. 16-17). J. Mar-
tin Rochester associalos us with a “globalist” or “modernist’’ view, even
though we declared at the beginning of Power and Interdependence that **nei-
ther the modernists nor the traditionalists have an adequate framework lor
understanding the politics of global interdependence™ (p. 4).1* In contrasl to
the modernist position, we disavowed the view that complex inlerdependence
is necessarily the wave of the future (pp. 226-29). Indeed, although we began
our research on Power and Interdependence largely to confirm Lhe importance
of transnational relations, as discussed in Transnational Relations and World
Politics, our investigations produced a much more qualilicd judgment.
Chapter 2 of Power and Interdependence treals all real situations in world
politics_as.falling_somewhere on a_continuum belween_the ideal lypes of
realism and complex interdependence, Thus our emphasis in Chapter 2 is quite
differont from that in Chapter L. Instead of explaining bargaining outcomes
structurally in terms of asymmetrical interdependence, we ask whether the
location of a situation on the realism-complex interdependence continuum can
help account for the political processes that we observe. The theoretical
lineages of the two chaplers are also quite dilferent: Chapler 2 is more in-
debted to liberal theory in general, and theories of regional integration in
particular, than Chapter 1, which relies on modified neorealist analysis. Like
of

tignal regimes, which we deline in Chapter I as “governing arrangements that
_affect relationships of interdependence’” (p. 19). Our concept of inlernational
regimes is indebted to the work of John Ruggie, who defined regimes in 1975 as
i yrules, regulations.and plans
milments
entists did

are allocated.
not invent this concept: it has a long history in international law.’3

Chapter 3 of Power and Interdependence claborales our concept of interna-
tional regimes and offers four roughly sketched models which purport to ac-
count for changes in those regimes. One model relies on economic and techno-
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loggical change, Two are structural: one uses overall power structure
outeomes, while the other relies on the disinibu ion of pow, thin

The fourth is an “international organization mod&l,” in which networks of
relationships, norms, and institutions are important, independent factors
helping Lo explain international regime change.

The three themes of Power and Interdependence are to some degree dis-
tinel. Interdependence ean be analyzed politically without endorsing the con-
cepls of complex interdependence or international regimes; and the coneept of
international regimes does not depend for its validity on aceepting complex
interdependence as a useful simplification of reality, Yet we sought Lo relate
our themes to one another, In particuizr, we argued that the explanatory
power of overall structure theories of regime change would be lower under
conditions of complex interdependence than under realist conditions (p. 161).
Novertheless, sinee our argument was Lo some extent “decomposable” into its
parts, it should not be surprising that some parts of it fared belter in the later
scholarly discussion than others,

2. THE RESEARCH PROGRAM OF
POWER AND INTERDEPENDENCE: A CRITIQUE

In Power and Interdependonce, we sought to integrate realism and liberalism
by using a conceplion of interdependence that focused on bargaining. We were,
cognizant of the realitics of poweer bhut did natregard military force.

regard seeurity and relative position as the overrid-.
5 Ironically, in view of our carlier work on transnational
relitions, the result of our synthetic analysis in Power and Interdependence,
and of subsequent work such as Keohane's After Hegemony, has been (o
broaden neorcalism ""_(l.l_.’_,!l""jf,.l_cj_l_)ﬂlh new coneopts rather than to articulate

@ ggg]_pcn'cyjlidlgsn'llanlivc theorelical l'rmHC\V()}I&!'\QA;J;H ystudy of w politics. Of
the themes discussed in Seclion 1, those having to do with stralegic interdepen-

dence and international regimes were both most compatible with neorealism
and most highly developed in Power and Interdependence and later work.
Complex inlerdependence remained a relatively underdeveloped and under-
valued concept.

Interdependence and Bargaining

I our analysis of interdependence, we emphasized that asymmetrics in mili-
tary vulnerability remain important in world politics: ?[Military L)_(_;)yqum-
at economic means alone are likely to be
se.olmilitary foree”)(p. 18). Nevertheless, since
ilitary force was rising, “there is no guarantee
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and authoritative allocations.”?? As in most models of stages, the causal
processes at work were not clearly specificd by Manshach and Vasquez—as
they point out, the issue cycle is more a framework for analysis than a theory,
Nevertheless, it goes beyond the bricl observations about agenda change in
Power and Interdependence.

We had miore to say about international organizations, partly because of our
“international organization model,” and partly because of our carlier work,??
; anizations not as suurces of delinitive law bul as
institutionalized policy networks, within which “irans
coordination and coalition bui

. Ing could take place. We observed that in-
oceans politics, international organizations seemed Lo have a greater effect on
states’ agendas and influence over outcomes than on international monetary
relations. This perspective on jnternational organizalivns as facilitators rather
than lawmakershas held up well in the intervening decade, Such organizations

ave proliterated, and the activities of a number of them, such as the Interna-
tional Monetary Fund, have expanded—but they have shown little tendency
to develop genuinely supranational capabililics. Kevhane’s After Hegemony
{ntegrates this view of international organizations into a broader theory of
international regimes.
In the interest of parsimon

we limited our analysis_in_Power _and In-

grde L enc international s‘ stem; it was essential inour,
_view, ~to know how much one can ex ')Iuln urely ¢ 2 information_
a rnational system” (p. viii). We admitled the importance of fac-

{ors at the domestic level but sought first lo sort out the systemic forces at
work.24 As a result of this decision, Jwe had lo view interests as formed lurgely.

exogenously, ina way unexplained by our theory XThus, domestic politics and

_the_impact_of international relations on domestic politics—what Peter

e x i=. “Gourevitch later called “the second image reversed”™—were > ignored.® Yot

_g:hangéé.ln definitions of self-interest, by the United States and other countrics,
kept appearing in our case studies—both in occuns, _politics and monelary
relations—without adequate explanation.

An example of this difficulty appears in Chapter 5, which describes the
extent to which the ideal type of complex interdependence is approximated in
the monetary and oceans issue areas and concludes that its applicability is

reater in the latter. From a realist perspective, this evidence might suggest

at_processes of complex interdependence are irrelevant to issues of great

i portance for states (suchids fionctary policy ) Firdiciiiore, witliin the

oceans issue area, processes of complex inilerdependence have been viewed by

many observers as shrinking rather than expanding since 1977, (The United

States’ refusal to sign the Law of the Sca Convenlion reinforced this percep-

tion.) Yet such a quick dismissal of complex interdependence as trivial would be

too simple. The original American position in favor ol narrow coastal jurisdic-
tion and sharing of seabed resources had been determined by the U.S. Navy on
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lhc'lmsis of sceurity interests. But the Navy's position was defeated by trans-
nat:;mal and transgovernmental coalitions in the context of the Law of the Sc.n
:]:m tereltxces'. The U‘nlted States changed its priorities before it refused to sign
) “s::lfr;:al Y. F:): lrea\hstls to say that the United States refused to sign because of
cli-interest  begs the crities i i
e inlar cal question of how such interests are dofined and
2; r meliur.un_llmuﬂz_e, about the domestic nolitics of intexest formation had
Rarticularly. serious..eflects on our analysi iti :
Al s on alysis_of the politics of com in-
lendc;;euglgns:saﬂ.ulgﬁnegl.hmu_t.gum‘gﬁ“ﬂm.gggl§ and instruments ‘;vaﬁi’ixﬁ,

governments. Understanding changes in complex interdependence must neg:

. _::vsl.:zil(:'iilx m;’olve understanding chapges in priorities among state obiectives,
. h could only be achie hrough an analysis of relationships between

“gatf_s:ns ofl i .g:ﬁfihgfndjutﬁxmt'i?_nal,ggli_tMurthei‘more', the characteristic
ulm?’#hm’—'"“i aiee Shar nels.of contact. means that states are not unitary actors—
temic's" br];lis 1:; p boti{l(.]nry bclat‘\ryeeln what is "domesmﬁ]mgs.
emie oreaks down. 1t is not difficult to see how our acceptance for r : cl
purposes of the system-unit distinction ; eare
ann!ysis of complex interdependence.w fif;:(: ﬂ::ng;;tpl‘;il;%l::ff 0;- . d('aeper
in.trxguing lo some, misunderstood by many, and incapable of beln (}“"g‘:ﬂg—l‘
w'lthou.t reluxing the systemic perspective whose theoretical Qarsgil °W~¥ ?P:t
highly valued by students of international relations: Hon-i8.s0

International Regime Change

’lhe. u:a_crity \.vilh which the concept of international regimes has been ac-
f'cple( 1'n the international relations literature contrasts sharply with the rela-
Iwe nt-zg cct of complex interdependence. The concept of international regimes
.:2,311[:(“,[0“[,“5 vulluc, 1;len:ifying and clustering together the important phc.
ena Lo be explained. 1t has served as a label for identifyi '
red. 1t has s entifying patterns of
J()ll;l.l l:ugile lcall;:d institutionalized collective behavior"’%l;n a varie‘g/l‘z;
subjects. And it lias been extended to incl i
cts. ! ude the analysis of inlernati
seculnty issues.*” Indeed “regimes” seem now to be ever;,wherel rrtional
t A tlrough Po'wer and Interdependence did not introduce the concept of in-
ernz.u.umal regimes, it showed how the concept could be used in systematic
jl‘l'lpll:lclf.ll unlulysis and thercfore promoted its widespread embloyment a:s a
leseriplive device Lo encompass clusters of ituti ‘
L 5 rules, institutions, and practi
Furthermore, it advanced : s ehange. u.
, anced four models of understandin i
! . v s g regime change. Dur-
:)r};,; th(i Izist terll years, a lz‘trgc body of literature on regimes has fol]owedgthis line
of na ys)':si which ll(ugglc pioneéred and which we sought to extend. Much of
is work has tried to test the theory of i )
work 1 ' s y of hegemonic stability~—associating a
;chcllmct in international regimes with erosion of American hegemony dur%ng
he last quarter cenlury. The result of this w
. : ork, on balance, has been to i
. ) . e \ iy -
crease skepticism about the validity of the hegemonic stability theory. But the
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literature on international regimes has not been limited (o testing the theory of
hegemonic stability: characteristics of international institutions, domestic poli-
tics, and learning by elites, as well as shifts in relative power capabilities, can
account for the nature of international regimes or for changes in them.
During the last decade, research on internalional regimes has made substan-
. tial progress. A wide consensus has been reached on a definition of intorna-
! tional regimes as principles, rules, norms, and procedures around which expec-
. tations can converge in a given area of international relations.*® Problems exist
in operationalizing this definition: in particular, when the concept of interna-
tional regime is extended beyond the institutionalized results of formal in-
terstate agreements, the boundaries between regime and nonregime situations
: become somewhat fuzzy.?® Most empirical work on regimes, however, deals
T with the results of formal interstate agreements and is therclore immune to the
charge of operational obscurity sometimes raised against the concept in

4. 1% general
Questions of definition and operationalization aside, much has been learned
from this empirical work about how and why international regimes change—in
' particular, about conditions under which cooperation is facilitaled, and about
why governments seek lo establish, and are willing to conform to, the rules of
regimes.®® Furthermore, policymakers—not only from Western countries but
from the Soviet Union as well—have begun to think and talk ubout interna-
tional cooperation in terms of international regimes.”

Nevertheless, our understanding of international regimes remains rudimen-
tary. Although we have a clearer idea now than in 1977 of how and why
international regimes change, we do nothave well-lested empirical generali-

. zations, much less convincing explanatory theories of this process. Nor-are we
2 likely to have such theories of change without better incorporation of domestic
politics into our models. The nature of international regimes can be expected to
-affect domestic structures as well as vice versa: the flow of influence is surely
reciprocal between international institutions and bargaining on the one hand_.
.and dotiestic politics on the other. Although social scientists can understand
some aspects of the o

peration of international regimes on the basis of stylized
systemic theories that are indebted to microeconomics, we are unlikely, with-
out close investigation of domestic politics, to understand how states’ prefer-
ences change. Yet as long as we continue to regard prefcrences as exogenous,
our theories will miss many of the forces that propel changes in state strategies
and therefore in the patterns of international interaction.

We know too little about the effects of international regimes on state behav-
ior. Indeed, students of international regimes often simply assume that regimes
make a difference because they can alter actors’ caleulations of their interests
or change their capabilities.?® This assertion has been elaborated but not rigor-
ously tested. Power and Inierdependence made some obscrvations about how
regimes can alter capabilities, making use of the concept of “organizationally

_which expectations’
or l)urcul_w_r_gg;al)()_th,,,!ggililllillc_a
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) by e . ilitioe'”

(lf,p(,ndcnll c.qm.lnlxlms (p. 55); later work has focused on the impact of re-
4 MY v endfq Neste ‘
’/‘\""f"?(;')_" L 1l(, .s;ll interests of governments, and thercfore on state strategies. 33
ceorcing lo this argument, the pri ipl insti .

rdin ~uo stgument, the prineiples, rules, and institutions i
_may have two effcets on sty , o el

converge,

|Q{;~511£'(i[;m£x_;g1£l | providing guidelines
patterns of agreement, In the long -ljua;u()ne:(:lrul;otl;\‘z: :(la(grcs;if:;%iOIUt t.'%.Slll‘)'lc
governments defing their own sell-interest in directions that coné:)es ": “"“’
rules of the regime, Second, regimes may constrain state behavior brn;in:;t;nlt
access o decis ion-making and by l;mlming certain acthSﬁib_elr?\i
have Tittle cnforcemen poﬁ}.él:,_ 'ﬁawmﬁrstales may nevert]l_éless b %:mes
take forbidden measures; but they ineur costs 1o their reputation edal o
fore to their ability to make future agreements, ? > and fhere:
Arguments such as these emphasize that regimes can be understood withi
an analylical framework thal stresses sclf-interest; states ma conforc ‘:l l;m
rules and norms of regimes in order to protect their reputatizns Butm (')tl ]e-
these works nor other works on regimes have established to wha't ext mt31 ]O;
::llden'l\vlllul C(;(ml'ilmnls, :hc impacts of regimes on state interests are sxlg(:]lficEZL(t
nough lo make much difference in world polit i
standing of the im pacl of regimes provides olz:g:::xl(t:lsmg;l; ;zi‘afttll‘t’s:‘)é foso y '-‘"]d"-‘lr'
particular, we need more careful empirical work, tracing the behaviz cafrct'] | ‘“
to'scc how elosely policies follow regime principles, rules, and institu:'0 y lXtLS
this is only a first step, since if our attention remain; focus,ed on the levlglns.f tlLE
system, it may be very diflicult for an investigator to ascertain the causal sot t )L'
of the regime—perhaps the states would have lollowed similar policics i ' l“f
absence of the regime; or regimes could merely reflect inte tp' 'llLS i on
erling any impacl of their own. e wiflout ex
'l‘(‘) ascertain the impact of the regime, we must trace internal decision-
making processes to discover what strategics would have been followed i tol”‘
abscnce of regime rules, We could seek to identify issues on which regj . l]-(.
conflicted with the pereeplions of self-interest held by governmeﬁlm? ”" L'S
from the regime)—what Keohane has called “myopic self—intere';lS""“?L;;xl
WOl:lld then ask whether the reputational and other incentives to‘ 'l.bii l (‘
regime rules outweighed the incentives to break those rules. How muc(h i:; ) )i
did the regime rules havep Only by examining internal debates on such lgfl?gs

could the analyst go beyond the self-justificatory rhetoric of governmenls

involving fairly well-established international regimes in which the

ernments under investigation had a range of moderate tosubslantial]' ]-L (!:ZOV'
'lo violate the regime rules, we might learn quite a bit about the ”‘]r‘f‘"" ‘VC?
inlernational regimes. And if the rescarch examined how decisions \: g "3‘10)’(;’
to strengthen or enlarge the scope of regime rules over a substantial ;r:nl::g o(;

tegies, F irst, they may create a focal point around.. .
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lime in a given issuc area, it could help to test the notion that regimes them-

sclves help to promote their own growlh. It might even yicld some ingights

about the question of whether international regimes help to change gov-
crnments’ definitions of their own self-interests over time. .
Admittedly, work has been done on national decisions and inlcrn'nlmm.l':
regimes (although not explicitly designed as we have s'uug(esl'cd);,.llus. wor
indicates the relative weakness of regimes in situations III'\’(F)IVIII_l}!,'hIgll incen-
tives to break the rules.?® Itowever, the fact that governmenls conform to most .
regimes most of the time suggests that regimes do in(lcc(! pcrfon.n a coordin.)at-
Ing function—but it tells us.little aboul their efficacy in altering imlx‘zntll\{cs
through cllects on governments’ rcputnlion.? orin olh(':r ways. We ncm. .sllu( |qs;
examining a wider range of incentives belore we will have a belter il( cn (;
regimes’ efficacy in situations involving different x.mmunls of stress. I_iilt‘c T'UL-,
work has yet been done, but the impact of pioneering resenrch along these lines
could be substantial.?¢ .
In studying changes {n international regimes, .?truclural theory remains
/useful: its very simplifications highlight how sclf-interest can be consistent
with the formation and maintenance of international institutions. But strue-

tural theory should not be equated with systemic theory, since systems incorpo-_

fate pot only power structures but political processes, including regularized _

patterns of practice which we refer Ig as institutions. Yet these 'pr'?fclesscs are

intertwined with domestic politics: once one recognizes lhc': s:gn.lhcun.cc of
these processes, it becomes clear that systemic theory a,OI')G will be.msuﬂlciinl.
either to explain changes in international regimes over lime or to uccm'mt ml
their impact on policy. Both structural theory and lhc. broader process-orientec
version of systemic theory that we sought to develop in Power and Interdepen-
dence are therefore inadequate by themselves. What rcscarcher_s must now d.o
is to link a process-orlented version of systemic theory clns,ley with an analysis
of domestic politics without sufering the loss of theoretical coherence that
advocates of systemic theory have always fearcd.

3. LIMITATIONS OF STRUCTURAL THEORY:
SYSTEMIC POLITICAL PROCESSES

Although we acknowledged the importance of domestic politics, in Power and
Interdependence we assumed that we could learn a good deal about world
politics by having more subtle and sophisticated understanding of the interna-

tional system. We argued that systems have two_dimensions:_structure and

process. We used the term “structure” in the neorealist sense to refer princi-
pally to the distribution of capabilities among units.>” *“Process” refers. 1o pat-

terns of interaction—the ways in which the units relate to each other. To use
“the metaphor of a poker game, the structure refers to the players’ cards and
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chips, while the process refors to the relationships among the formal rules,
informal cusloms or conventions, and the palterns of interaction among the
players. Variations in the ability of the players to calculate odds," infer the
strength ol opponents” hands, or blufl are at the unit, or actor, level,

The processes that take place in a system are allected by its structure and by
the characleristies of the most important units in the system, The preferences
of the states predispose them loward cerlain stralegies; the structure of the
system provides opportunities and constraints. One needs information about
preferences as well as about structure to account for state.aclion., For example,
itis not enough to know the geopolitical structure that surrounded Germany in
1886, 1914, or 1936; one also necds o know whether German strategics were
the conservative ones of Bismarck, the poorly conceived ones of the Kaiser, or
the revolutionary ones of Hitler. Yet even if we understand both state prefer-
ences and system structure, we will often be unable to account adequalely for
state behavior unless we understand other attributes of the system, such as the
character of international and ransnational interactions and the nature of
international institutions, Examining these systemic processes leads the in-
vestigator to look more carelully at the Interactions between system and unit
characteristics—for exam ple, to examine how actors” preferences are affected
by the.constraints and opportunities in their environments (and vice versa),
That is, focusing on syslemic processes direets our attention to the reciprocal
conneetions between domestic polities and international structure—and the
transmission bells between them,

Clearly there is u great deal of variance in international political behavior
that is not explained by the distribution of power among states. Neorealists do
not deay this but assign all other determinants to the unit level,? This re-
sponse, however, is not salislaclory. IFactors such as the intensity of interna-
lional interdependence or the degree of institutionalization of international
rules do not vary from one state to another on the basis of their internal charac-
teristics (unlike the degree to which democratic procedures are followed inter-
nally, or whether the domestic political economy is capitalist or socialist).
These are therefore not unit-level factors according to Waltz’s carlier defini-
tion. Furthermore, making the unit level the dumping ground for all unex-
plained variance is an impediment to the development of theory. Not only does
it complicate the task of analysis by confusing unit-level factors {such as domes-
tic political and economic arrangements) with international-level factors; it

also leads some neorealist analysts to forego the opportunity to theorize at a
systemic level about nonstructural determinants of state behavior.
_These nonstructural systemie factors aflecting state strategies can be placed

. e ——— . ] ) -
.. into two general calcggn_g_s:_l_lggn_\ﬁr_u_cturnl incentives for state be 1avior, and

2) the ability of states to communicate and cooperate. Nonstructural incentives
present opportunitics and alter calcultions of mational interest by affecting
expecled ratios between benefit and costs or risks, without affecting the distri-
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bution of power among actors. IFor instance, increases in the destructivencss (?f ( - ’U" utology i""""VCd ""1 “explaining” "C'hﬂV"U" by rcferenc:c to process is ?vident.
weaponry may produce incentives for stales not to engage in warlare, even if | €4 l'o ;!.uxu.'(.l againsl 'll|ls,__(’lﬂl(_ru.dunj_\mublcsiuu?Lb&daﬁned.carefully..mJ.em.ls_.....
the distribution of military power resources between then is not altered by : ._‘_’_Lﬁl???i[l‘%.hdy_m_ut..ln addition, a cleur.ly delineated typology ,uf the causal
these technological advances. Or reductions in transportation costs may in- elcnw.nls mYOlve(l at lhp process leve‘l-'-m terms of fx'lctors altering nonstruc-
crease trade benelfits and therefore encourage policics of grealer cconomic Lural m(-enlW(f.s: and allc.clmg the ability to communicate and cooperate—is
openness, without altering either the relative bargaining power of the aclors or ; also .nc(:(lcd. Fechnological ch.nn;,te, economic mte.rdcpe'ndencc, and issuc
the differences among them at the unit level. | dcnlm‘ly are z.lnmng ll'w._ forces nﬂcclmg nonslru.clurnl l.nccnhxfas.“ Th'e charac-
The ability to communicate and cooperale can provide opportunilics for the : lcnshft's of mlcrn.ulx_umll. ru!cs. n(.n"ms, and msli'lutlons— internalional re-
edefinition of interests and for the pursuit of strategics that would not be : gimes —arc crucial in affecting ability to Com'mufll‘?ﬂte'ﬂnd cooperale. Finally,
feasible if the only information available to states were about other states’ the Cﬂl'Sﬂ]DTQCCSSC_S that connect forces affecting incentives and ability to coop-
'preferences and available power resources. Just as allowing players in Prison- . erate and communicate on the one hand, an(! behavior on the other, have to be
ers’ Dilemma to communicate with onc another alters the nature of the game, . traced: we cannot he s:tllsl:icd }\'llh corrcls.v.tlon a!one."
so also institutions that increase the capability of stales to communicate and to i /\l?y system-level analysis will ‘ncccssanly be incomplete. As we have efn-
reach mutually beneficial agreements can add to the common grammar of phasized, to understand systemic processes sgch as .those. of complex in-
statecraft and thus alter the results.*® To return to our poker metaphor, the size }erdepcmlcncc, we nccd' to know Ifow ’d‘m.nestm pohhcs'aﬂecls patterns of
of the pile of chips in front of each player malters, but so does whether they : inlerdependence and regime formalion, ”'IIS- entalls‘ a recnprocall compre'hen-
agree on the nature and the rules of the game. g Sl()lll of lmw_ ceonomic ulnl’cr(lc_p.cndencc and institutions such as international
Liberals have traditionally emphasized these two aspeets of systemic ‘ regimes Hl."(.!(!( domestic pohllcs.' Both structural theory and lhe. broader
process—nonstructural incentives and variations in the capacity to communi- process-oriented version ()l. systemic theory that we sought todevelop in Power
cate and cooperate. For example, liberal theorists have stressed (with diﬂ'crer.\l _ nm{ 1 nlfzrdf»:perfc‘lence are mudec:(l.mte by‘themselves. .
degrees of sophistication) the ways in which gains from trade and economie : I(,(msule;, for 1nslu'n'c?,_1h;cal>ll|tyl of lslutes to communicate and co.()peratg.
incentives may alter statos’ behavior, Similarly, liberal theorists often stress the Although this depends, in part, on whether they agree on rules governing their

interactions, itis also allected by the goals that states pursue; these goalsare, in

effects of increased transnational (and transgovernmental) contacts on atti- i
turn, allected by domestic politics. The classic distinction between status quo

tudes and communication. And, of course, the role of institutions and norms

has always been a preeminent part of liberal theory. All these themes were ; and rcvolu.li(.mury goals is relevant to understanding the ability to' coop'farate.“
prominent in integration theory between the late 19505 and early 1970s. They . When deciding WI’CUN’." a Stf_‘ble or tur bulent pattern of l?ehavwr exists, we
are necessary components of a systemic conception of international relations, ) must look at the ways in whlcl? states lormu!atlon of their goals. affects the
lest “system” should become equated with only onc of its aspects, system : process of the sysl'cn.l. Changes in goals may arise from the ‘.:lomestlc processes
structure——a mistake Waltz makes. of a single stale—witness the eflecls of the French Revolution on the classical

eighteenth-century balance of power. Changes in goals may also arise from

This is not to say that liberals have a monopoly on thinking about systemic .
transnalional processes that aflcel the domestic-politics and foreign-policy

i ; ; are.central to.xealist thought
processes. Technological ohanges,-for.instance, are. cenls ist_thougl

even when they do not alter the distribution of power. Nor do we argue thatall™ , goals of a number of states simultaneously—witness the effects of the spread of
factors emphasized by liberal th;(_);;mong at the systemic level. But we do i democratization and nationalism on the nineteenth-century balance of power.

To say that the nincteenth-century European system remained multipolar in
its structure is true if structure is defined in a strict manner, but the inability
of this concept o account for change illustrates the necessity of adding process
lo structure in the concept of system. 44 Moreover, a focus on the systemic-
process dimension of communication and cooperation enriches research pro-
grams by directing atlention lo interactions between system- and unit-level
changes.

Such a concern with the ways that state goals affect systemic processes (and
vice versa) lets us look anew at questions of perception and learning. While
these arc not new issucs, they have had an ambiguous theorétical status as

contend that adding the process level to the concept of slructure in defining
international systems enriches our ability to theorize. This emphasis on process
as well as (rather than instead of) structure moves us toward a synthesis of,
rather than a radical disjunction between, realism and liberalism. Neorealisni
is appropriate at the structural level of systemic theory; liberalism is most
fruitful at the process-level. We aspire to combine them into a system-level
theory that incorporates process as well as structure.

This approach toward a synthesis of neorealist and lilcral theories does raisc
a danger of tautological reasoning. If dependent variables are vaguely defined
as “"how nations behave” and the system-level process is how they behave, the
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notable exceptions to realist arguments. Adopling a richer f:(mccplion of sys-
tem, involving both structure and-process, brings pereeptions and learning
closer to the theoretical heart of the discipline, and suggests lllx‘c impoll"luncc of
sharpening our understanding of how political organizations ““learn.

4. PERCEPTIONS AND LEARNING:*

Stale choices rellect elites’ perceptions of interests, which miy cllmngc in
several ways. The most obvious is political change. An election, coup, or gener-
ational evolution can lead to a replacement of leaders and ‘l‘hus bring in quﬂﬁ
different viewpoints about national interest. The change il? nalional inlerest .
may not reflect new allective or cognitive views in the socicty at large. Rather
the leadership change may reflect domestic issues or other factors unrelated to
foreign policy. . _

Interests may also be redefined through nermative change. _}j{g_(}:}_l_c__‘e_.s or in-
terests that are accepted in one period become downgraded or even illegiti-
mate in a later period because of normative evolution. Changed views of
slavery or colonialism are examples.

National inte y_also change through learning. In its most basic sense,
to\mrrm—msmlt;rtﬁi's beliefs as & Tesult sl iew informntilon'—lu develop
knowledge or skill by study or experience. This is a spure (!c.hnilwn and docs
not imply that the new beliefs lead to more effective policies, ml{ch less to
morally superior ones. The advantage of this definition is that leurnu}g can be
identified without having to analyze whether a given set of changes in beliefs
led to "“more effective” policies, whatever that would mean. .

Yet this is not the only possible definition of “learning.” Indeced, l_c_n_r.ning isa
slippery concept because it has many meanings. Confusion may der'lve from

‘the notion that "learning’’ implies improving the moral quality of one’s behav-
for. But in ordinary usage, people can “learn” to do evil as well as good: to
devise blitzkrieg strategies, to build and employ offensive nuclear weapons, l.o
ecommit genocide. Social scientists who discuss learning need not identily it
with morally improved action. ”

A more serious confusion arises because, in social science, a broad definition
of learning coexists uneasily with the spare definition we have ull:c'red. In its
broader usage, learning carries the connotation of an incr‘cuscd ability to. cope
elfectively with one’s environment, It is marked by a shift from ove:rly sm'lpl.e
generalizations to “complex, integrated understandings grounded in realistic
attention to detail. " Ernst B. Haa$, who has been the leader in advocating the
importance of learning for theories of international relations, sees Iearnil}g
occurring internationally when states “become aware of their enmeshment in

a situation of strategic interdependence.”*™ When learning occurs, "new
“knowledge is used to redefine the content of the national intercst, Awareness
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ol newly understood eauses of unwanted elleets usually results in the adoplion
ol different, and more effective, means to allain one’s ends, 4%

IMwe define learning Lo include more eflective attainment of one's ends, new
difliculties for rescareh urise. In a complex realm such as international politics,
we may not be able to determine, even some time after the event, whether
such “learning” took place, Misrend “lessons of history” and inappropriale
amalogies have often eaused leaders o fail to attain their gonls.*® Did the lesson
Harry 8. Truman leared from the experience of Munich—that nggression
to be stopped regardless of where it took place—make him more or less able 1o
make wise decisions when North Korea altacked South Korea in June, 19507
Did the lessons American policymakers learned during the Korean War about
the dangers of Chinese inlervention mike them more eflective decision makers
when Ameriean military forces were sent to Vietnam in the mid-1960s? When
eritics of arms control in the 1970s learned that the Soviets would not simply
imitale Uniled States strategic force struclure, did they becone more or less
able to protecl American sceurity and world peace during the Reagan adminis-
tration? In cach case, beliels were ltered as a rosult of experience, and policy-
mitkers beeame incrcm;;ﬂy aware ol tho networks of strategic interdepen-

' mmmlf@‘&@&mi@ﬁéd. Whellier valuable knowledge or skill was
ired, enabling them "to act more clfectively, remains a matter of
controversy. CT
in condiiciing research on learning in international relations, we must spec-
ily which definition of learning we are using. We believe that it clarifics
thinking to begin with the spare definition—alteration of beliefs through new
information—since learing, thus delined, can be identified relatively easily,
As Llaas suggests, one form of such learning is increasing awareness of strategic
interdependence. The question of under what conditions such learning leads to
more ellective gonl attainment then becomes an, empirical and. theoretical
queslion, as it should be, rather than a definitional one,

When we analyze governmental lenrning, we have Lo consider complexities

. ol organizational, palitical, and  psychologieal processes.  Policy-relevant

learning is an organizational as well as a psychological phenomenon. Shifts in
social structure and political power determine whose learning matters. Fur-
lhcrnwrc,_g_)rganizalinns must have an institutional memory and socialization

I .o
Procedures if Tessons learned by one coliorl ure to be assimilated by another. A

critieal question for rescarch.is how differont sots of elites perceive and rede-
fine the constraints and opportunities of the international system and the ap-
propriate goals and meuns of states, Why did Otto von Bismarck, Kaiser Wil-
helm, and Adolf Hitler define such different interests and opportunities for
Germany? Why did Presidents Wilson and Coolidge define American interests
in Europe so dilferently—and why was Franklin D. Roosevelt’s vicw on this
issuc so dilferent in 1940, or even 1936, than it was in 19337 To what extent are
inlerests redefined beeause of systemic or domestic changes? How much are
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interests redefined because leaders and their supporting coalitions change, or
because the views of people who reniain in power change? And if the latter, to
what extent do the transnational contucts and coalitions stressed in liberal
theories contribute to the learning that we obscrve?

A key question for future research concerns the impact of international polit-
iqu,l_wffﬁs on_learning, Some learning is_incremental and continuous.

Incrementallcarning occurs \vllcp burcaueracics or clites come lo I)Q!_l(;WC_l_h{l_L_,
“certain approaches work better than others for their purposes. Internatioual .

regimes probably play a si nificant role in incremental learning because in such
settings_they can_1) change standard operating procedures’ for national bu-—

reaucracies; 2) present new coalition opportunities for subnational actors nd

improved_access [oF third partics; 3 o parti
‘through contacts within institutions; 4) provide information about complia

i N ImsTEutons: 2L provice o ' e .
with rules, which facilitates fearning about others' behavior; and 5) help to

delink one issue from_others, thus facilitating learning within_spegialized. .
groups of negotiators. Some learning, by conlrast, results from large disconlin-
uous events or criscs such as Munich, the Great Depression, or the invasion of
Alghafiistah. Even crisis-induced lecarning may be facililated by institutions;
these institutions may include international regimes, domestic political partics,
or bureaucracies. Contact facilitated by international regimes—aniong gov-
ernments, and between governments and international sceretariats—may
help spread a common interpretation of large events. Whether learning is
incrémental or discontinuous, therefore, regimes may play a role by creating,
altering, or reinforcing institutional memories. The principles and norms of
regimes may be internalized by important groups and thus become part of the
belief systems which filter information; and regimes themselves provide infor-
mation that alters the way key participants in the stale sce causc-and-eflect
relationships.

Cooperation can occur without regimes or even overl negotiation. Axelrod
has shown that it can evolve as actors define their sclf-interests and choose new
strategies in response to others’ strategics of reciprocity.”® Furthermore, there
is no assurance that rules and institutions will promote learning or that, if they
do promote learning in one part of a relationship, the learning will spill over
beneficially into other arveas. But looking at international politics in terms of
regimes does suggest fruitful avenues of exploration and important questions
that are not always captured by the usual approaches. Why has learning been
faster in some areas and slower in others? When has learning led to the devel-
opment of institutions, such as international regimes, and when has it not?
What ditference do such institutions make? To what extent are domestic fac-
tors facilitating or impeding learning allected by international regimes? Can
societies take advantage of crises to create new regimes at crucial moments,
thus institutionalizing learning?®' We do not know the answers to these

‘questions—but the answers matter.

)_change. the attitudes of participants
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CONCLUSION

The rcscnrch program suggested by Power and Interdependence has been, in
our view, a fruitful one. Although we as well as others have occasionally bc;cn
guilty o.f cxaggeration, stercotyping of opposing views, and vagueness about
some of our own theorics or evidence, the program we helped to develop has

stimulated useful further research, 1t is now conventional to analyze in-
AL is now_conv 2

lerd

ependence as a political, as well as an_economic, phenomenon and 1o
xanine patlerns of interdependeng issue aren, The conceptions of bar-
gaining and linkage used by, politic i}
and more sensilive to.contextual
esources. The eoncepl of international regimes has fostered rescarch on the
evolution of rules and instilutions in world politics, and, to some extent, on the

impacl of such rules and institutions on state behavior. There is a widespread

(although not universal) view among scholars that structural realism. or

e i oy H .. % H H ) )
ncor ealism narrowly interpreted, is inadequate as an explanatory framework
for contemporary world politics,
Yet there have been failures as woll as successes in this research program. Tt
s -

_seems dillicult to und tand ch ut
__l_mvmg a the y ol learning; yet the very concept of learni i igu-
g 1 Yet the very concept of learning remains ambigu
ous, and no one has developeda ¢ a
politi

_ politic Jrurthermore, less has been done with the liberal than the realist hall
of our attempled synthesis. We have only partially incorporated the liberal
emphasis on institutions, interdependence, and regularized transnational con-
Lacts inlo a sophisticaled, syslemalic analysis of process and structure in world
politics. The concepl ol complex interdependence has been bypassed or misin-
terpreted; in particular, we have paid too little attention to how a combination
ol domestic and international processes shapes prelerence. The need for more
altention to domestic politics, and its links o international politics, leads us lol
believe that research at the systemic level alone may have rcachc,d a point of
diminishing returns.

We need to coneentrate now on the interplay between the constraints and
opportunilies of the international system, including both its structure and its
&()ccss, ;lm(l the percw.;lalions ofinterests held by influential actors within states.

¢ need to examine how conceptions of sell-interest chango a res
evolving international inslilulionL', individual or grojlt) (i:f'::‘]li(;;gas();‘ (;(()‘::lti:l(l)cf
political change. This efTort will require dynamic analysis butlr’cssed by ;lc-
tailed empirical rescarch: and it will entail the further blu;ring of bound)arics
between the fields of international relations and comparative politics. For

those willing Lo take up the challenge, the next decade could be an exciling lime
for scholarship.

scientists have become more sophisticated
tions and the limited ungibility of power

cchanges in regimes and in state policies without

lcr_cnt.thmry-of-leaming.in.inlcmational_ _



Two Cheers for
Multilateralism*

In a unique moment of history after World War 11, the United Slates.found
itself with an unprecedented power to create rules and organlzatm'ns—
international regimes—that laid down a global frumew?rk for Inlernatlon;ll
relations while protecting American economie and security interests. Lal:gc y
because of U.S. enthusiasm, such international regimes as the United Nations,
the International Monetary Fund (IMF), the World Bank, .und the (%cn(.:ral
Agreement on Tariffs and Trade (GATT) were born. Amid this burst of’}nshtu-
tional creativity, publicists spoke of entering “the Americau'l Century.

The national mood has shifted. International organizations now scem lo
some like the sorcerer’s apprentice—out of control. Jeane Kirk‘pal'rlck.. then
U.S. permanent representative to the United Nations, voiced this view in the
January-February 1983 issue of Regulation magazine:

U.N. agencies . . . are the scene of a struggle that we seem (lonm?d to lose. Regulation is
the instrument for the redistribution of whal is called the world's wealth. The interna-
tional bureaucracy functions as the “new class’ to which power is to be h:ansferred.
Global socialism is the expected and, from the point of view of many, the desired result.

The United States has been sharply criticized in the United Nations and has
responded in kind. It has withdrawn from the U.N. iducational, Scientific and

“Robert O. Keohane and Joseph S. Nye, “Two Cheers for Mullilateralism.” Reprinted with
permission {rom Foreign Policy 60 (Fall 1985). Copyright 1985 by the Garnegie Endowment for
[nternational Peace,
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Cultural Organization (UNESCO) and has considered quitting the Food and
Agriculture Organization (FAQ) and the U.N, Conference on Trade and De-
velopment, “Global unilateralists” colebrate the U.S. ability to pursue policies
onits own, outside of international organizations and unhampered by demands
or complaints from abroad.

IFor the Renggan administration in 1981, the United States was accepting loo
much governmental intervention disguised as international policy coordi-
nalion, It viewed inlerest- and exchange-rate regulation as the Jjob of the mar-
ket and the IMI as a sell-aggrandizing international bureaucracy. Increasing
energy production at home was considered more important than strengthening
the International Encrgy Agency (TEA) and its procedures _for international
poliey coordination. Talling the proliferation of nuclear weapons, candidate
Ronald Reagan once contended, was not “any of our business.” An imperfect
draft Law of the Sca Treaty could be salely abandoned. The administration’s
solution was not a more vigorous effort at multilateral cooperation, but a re-
covery of lust military strength and U.S. assertivencss,

“Standing up for America” in international institutions is popular domestic
politics and also, in some siluations, correct policy. Senator Danijel Moynihan
(12.-New York) rightly argued when he was U.S. permanent representative to
the U.N. a decade ago that, unless answered, rhetoric in the General Assembly
gradually would shape the agenda of world politics. Withdrawal may be the
only way Lo nudge errant organizations like UNESCO on lo a more pragmatic
course. Yet the Uniled States faces a problem: Neither toughness nor unilater-
alism alone can deal elfectively with complex problems that require interna-
tional cooperation, often in the form of international organization, for their
solution,

Indeed, more interesting than the Reagan administration’s initial resistance
to inlernalional policy coordination and institution building was its return 1o
more traditional policies in the face of reality. A world in which Mexico or
Brazil wight default on massive debts to U.S, banks proved too risky to Amor-
ica’s financial health, Keeping the world safe for capitalism turned out to re-
quire the intervention of an imporlant international organization called the
IMT, whose resources the administration, in a shift of poliey, tried to persuade
Congress Lo increase, Likewise, in another shift of policy, the administration, as
it thought through the implications for U.S. security of a spread of nuclear
weapons, moved to maintain the nonprotiferation regime created by earlier
administrations. When the Iran-Iraq war raised the prospcet that the Persian
Gull might be closed, administration planuers looked more sympathetically at
the emergency coordination role of the 1124,

The Reagan administration’s grudging acceptance of modest interna-
tionalism illustrates the impossibility of any return to unilateralism as the
guiding principle of U.S. foreign policy. Even officials who expect little from
international institutions discover their value in achieving American purposes.
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Self-interest in an interdependent world, rather than a desire to improve the
world or an ideology of collectivism, accounts for this change of heart, Unilater-
alism may lead to oceasional foreign-policy triumphs, hut it is an inadequalte
answer to a host of problems that cannot be addressed except through inlerna-
tional cooperation.

Unfortunately, acceptance of this point does not advance U.S, foreign policy
very far, For the key issue is not belated relinnce on the regimes and institu-
tions that exist, but future improvement of those regimes and institutions so
that the national intcrests of participating stalos will be heller served. Aceepl-
ance by the Reagan administration of the value of international institulions
remains tainted by its fears of the collectivistic and shared-wealth doctrines
that emanate from international meelings. These {ears prevent the administra-
tion from thinking strategically about international regimes. Strategic thinking
means focusing on a key question that is rarely addressed in current policy
debates: What patterns of international cooperalion should the Uniled States
wish Lo establish in a fragmented, heterogencous world?

Because foreign policy by nature involves responding flexibly Lo unexpected
and contradictory events, it benefits little from detailed blueprints for action in
the distant future, Yet without a strategic view, taclics cannol be placed in
perspective: Flexible responses to contradictory events will run an administra-
tion around in circles. Onc clement of a long-term slralegy is contingency
planning so that tactical opportunities can be seizod. Long-range planning that
bars innovative responses to new events becomes a destructlive excrcise, but a
purely tactical approach that ignores the impact of policy choices on the struc-
ture and institutions of world politics may waste signilicant opportunities to
alter the framework within which the United States can cooperate with other
countries.

THE NEED FOR REGIMES

lear thinking about the roles of international institutions is possible only if

mericans accept that so long as they live in a world of sovercign stales, inter-
national governance will not look much like domestic governance. Fven
viewed over a 40-year period, despite the fears of conservalives, U.N. mem-
bers are not advancing slowly toward world government. Nor should interna-
tional governance be equated with the various institutions of the United Na-
tions, in which some see only virlues and others only flaws. The U.N. system is
only part of the complex set of rules and institutions that affects how slates

manage their interdependent relationships. International regimes—the rules

and procedures that define the limits of acceplable hehavi
issues—extend far beyond the scops of the United Nations, Regimes often
e e e T — -
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include formal organizations, but are not limited to them. Regimes are insti(u-

tions in a broader sense: recognized patterns of practice that define the rules of

the game, v

Like the famous character from Molidre’s comedy Le Bourgeols Gentil-
homme who did not realize that he spoke prose, the public is often unaware
that governments exist in a world of international regimes. Regimes vary
greally in their scope and membership. They deal with subjects ranging from
debt and exchange rales to whaling and the status of Antarclica; from the
spread of trade barriers to the spread of nuclear weapons, Some are open to all
stales; others are regional. Muany are limited to countries similar in capabilitics
or interesls. Not one, however, can impose its will on members, although gov-
ernments wishing to receive the benefits of some regimes must accept re-
strainis on their domestic or international hehavior. In short, regimes facilitate
the cooperative pursuit of governments” objectives. They do not substilute
abstract, common interests for national interests.

Small states often welcome international regimes as barriers to arbitrary
abuse of power by the strong. But regimes can be equally valuable to greal
powers, such as the United States, that want to create, but are unable to
dictale, the terms of a stable world environment.

In recent decades, for example, regimes have served U.S. interests by
helping to inhibit the spread of nuclear weapons, to limit trade protectionism,
and Lo organize the rescheduling of loans to less-developed countries (LDCs).
The Non-Proliferation Treaty (NPT), opened for signature in 1968, and the
U.N. International Atomic Energy Agency (IAEA), created in 1957, are nol the
only reasons that nuclear weapons have spread so slowly—to less than one-
third the number of countries predicted by President John Kennedy in 1963,
Yet the existence of an inlernational regime discouraging proliferation has
greatly aided American policy in this arca and has made the world a safer
place. During the last deeade, GATT has not kept liberalism in trade from
weakening under the pressures of cconomic distress and rapid changes in com-
parative advantage. But reflections on what happened in the 19205 and 1930s
suggest thal without this essentially liberal regime, Lrade protectionism might
well be spiraling out of control, And the fact that the recent debit crisis of LDCs
has not turned into a world financial crash is due largely to elaborate inlerna-
tional, transnational, and intranational arrangements permitting the resched-
uling of debts and providing incentives for banks to continue to make loans to
LDCs.

Not all regimes, of course, contribute so effectively to the management of
collective problems. Some regimes enjoy less consensus than others. But those
that work well characleristically perform at least four valuable functions.

_Lirst, regimes facilitale burden sharing, Often governments will contribute
to a collective objective only if others do the same. Further, other states find it




T e

272 | TWO CHEERS FOR MULTILATERALISM

harder to evade their obligations when a great power can point lo clear rules
and procedures. Regimes establish standards that can bhe appliced to all states,

large or small. _
formation to governments. Shared information,

—_———

Secon
particularly on issues that easily cross national boundarics—such as controlling
the spread of communieable diseases, allocating telecommunications [ requen-
cies, and limiting pollution of the atmosphere and the oceans—is essential for
effective action, Information encourages cooperation on other issues by gov-
ernments that might otherwise act unilaterally. And where information roveals
substantial shared interests, important agreements may result. Intornational
regimes make government policies appear more predictable, and therelore
more reliable. Thus the IEA, by monitoring international vil stocks and plan-
ning for emergencies, may reduce competitive panic buying by governments
and firms, Although unsuccessful in this task in 1979, it may well have played a
positive role in 1980.* Regimes also may provide information indirectly—for
example, by giving government officials access, through negoliations and per-
sonal contacts, to each other’s policymaking processes. Policymakers involved
in debt negotiations, then, know not only each other’s policies, but also each
other: Through this personal contact, they can anticipale more confidently
their partners’ reactions to hypothetical fulure events.

Third, regimes help great powers keep multiple and varicd intgrests from _

_getting in each other’s diplomatic ways. As interdependence ties issues to-
gether, countries become more likely to trip over their own (eet. The United
States discovered more than 50 years ago that reciprocal trade agrecments
with one country could harm trade with many others; it was becoming impossi-
ble to deal effectively with each issue except in a framework of rules (institu-
tionalized in unconditional most-favored-nation treatment) within which par-
ticular negotiations could be carried on. Likewise, in 1945 the United States
unilaterally proclaimed its decision to exercise jurisdiclion over fishing and
offshore oil activities near U.S. coasts; an escalating series of contradictory
demands by other countries for control of a wide variety of ocean resources was
the result. Well-designed regimes introduce some order into such situations by
clustering issues under sets of rules.

_Finally, international regimes introduce into U.S. forcign policy greater dis-__
cipline, a quality most critics believe it needs in greater mcasure. Thus, inter-

national rules help reinforce continuity when administrations change. And

they set limits on constituency pressures in Congress. For cxample, domestic
vintners recently sought to exclude European wines. U.S. wheat farmers, wor-
ried about retaliation, were able to defeat this move and buttressed their posi-
tion by referring to the rules of GATT.

In short, regimes usually are in America’s interest because the United States

is the world’s foremost commercial and political power. 1f many regimes did

not already exist, the United States would certainly want to invent them, as it

did.
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UNREALISTIC VISIONS

Seven maxims may help the United Slates develop an effective slralegic ap-
proach to international regimes.,

Do Not Try to Recapture the Past

Nostalgia for a simpler, more neatly arranged world leads Americans peri-
adically to propose “grand designs” Lo solve foreign-policy problems. But gost-
war visions are now unrealistic, The U.N. General Assembly, withits one state
one vole rule, is not sufliciently amenable to American influence o be a relia‘blt.:
instrument of foreign policy. And policymakers’ recent dreams of 2 “new Bret-
l(m' Woods” mecting or of a large conference.to rewrite and strengthen the
NPT might make matters worse, Even during the perfod of Amecrican domi-
hance, universalistic approaches were often unsuccessful: Myths to the con-
trary, numerous doctoral dissertations have established that the United States
did not have an “automaltie majority” in the General Assembly, cven durin"
the period bofore the onlry of so many Third World states, Th,c diffusion o’E
power that has taken place in recont years makes large-conference diplomacy
even inore unwicldy than before nnd therefore more likely to disappoint, The
number of contradictory demands often destroys all possibility of a satisfn;:tor r
resolution, as the troubled oulcome of the Law of the Sea Conference aftoz'
more than a decade of eflort, demonstrates, ’

In today’s world, universal international organizations are more valuable as
sounding boards than as decision-making bodies, 1f the United States listens
carelully, but not naively, these organizations may tell it something abot;t the
intensity of, and shifts in, others’ views, These forums do influence the agenda
of world politics. They may legitimate important decisions reached elsewher:e
(an example would be some of the arms control treaties negotiated by the
United States and the Soviet Union and subsequently blessed by a General
Assembly vote). But only rarely are universal international organizations likely
to provide the world with instruments for collective action. . l

Ask Whether the World Really Needs It

Regimes are necded only when uncoordinated behavior by governments has
much worse resulls than coordinated action, Issues lacking serious conflicts of -
interest may nced very little institutional structure. Some international prob-
lems are more like the question of whether to drive on the loft or the right side
of the road than like the issue of which car goes first at an intersection. Once a
society has decided on which side cars will drive, practice becomes- largel
self-enforeing, No one but a suicidal maniac has an interest jn deviating f?on{
the agreement. Many international regimes are similarly self-enforcing—{or
example, arrangements for delivery of letters, the location of shipping lanes, or
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specification of which languages will be used in international air l;‘ul‘h‘c f:()l]-lll;::l;
No one, after all, has an interest in sending mail to the \\’l‘l)l'lglp' «l(.,({, l;;Vl nc];:
collisions by using the wrong shipping lanes, or suddenly swilching to Fre
i ing in Chicago.
Wl:ll‘l:elsrl::)lsggsigniﬁcantgregimes, however, concern suhjcc? zfr;:fasF wh‘erc; (?::
government would prefer that everyone cooperat(.: except itse | or :nlsI a‘livé
when a country default secms likely, the common interest (Eznllsl (;r'u ;01 cc ive
cflort to save the system. Nevertheless, itisin l'he interest of each r}n : (]) clc;mk
lending or even to close out its loans to questionable borrowcrs.I c(lllc h b A
acts in this way, default is inevitable and the system will .sml'(; yvcotl aplf:l.lks
cooperative regime governing bank lending is therefore dcsnra ble to :‘el "
themselves. Likewise, international arrangements fo.r the sceurily (‘)) .(,:lelj?ﬂ
consumers may, as mentioned earlier, reduce incentives fof coznlll-u,s 0 [),l|c
against one another for oil during a shortage. Regimes for debtand oi .rtes?n;elf—
'the stoplights needed’ atdbusy in:ersethions: Without rules, pursuit o
* eads to disaster for all. '
int’;ge:;(z‘:g:rtl explicit provisions for moni?orif\g and f:nforcmg n.llcf.' l::
gimes that are not self-enforcing usually require international Iorg.almza [Iurc(;
Such organizations, however, do not have the capability themse vcs:' (tcn o oo
rules—this must be done by governments—but rather only to cxer‘usc‘. 'Sur‘iCl,-
lance to identify deviations from previous agrcements unc! to[cng‘.l‘g(, m. ,l-),zln )
ning so that governments will be better prepared to cope .\Vllh uture (.:m? ¥ |
cies. Often the most effective international organizations are vsmprl.simgs
small. In 1980 the IMF had a stafl of only 1,530 persons and GA:I T emp (:lye
only 255 individuals.? Yet the IMF and GATT arguably acco'mphsh mor(l:) lal}
certain other international organizations with more lh.an l:“’lce the |(1ur8 er od
personnel, such as the International Labor Orgmnzallon,. the IE‘A R !‘ll'l !
UNESCO. And they compare favorably with a number of national burcaucra
Cle'Is‘I?es lz;]iiuestion is how well an international organization al}cl .tllq_;jg(l_ggp_g of
WmAincentixesfor governments. A snp.hlsllcz\l(,r s‘l{al:c-
gic approach to international regimes does not assume that n'ﬂernatu.)na u:
reaucracies must be large or directive. On the contrary, somc.tlmf:s an lfxlcn;a
tional organization can be most effective by seekil.\g to provide mcfantxves 1or
governments to rely more on markets than on national burcaucratic mana.;l:e-
ment. The GATT trade regime, for example, expands the scope oﬁf mmM (;‘E
forces by restricting unilateral protectionism by govcrnments-. The I 1
stresses the role of market discipline in countries that borrow heavily from it; in
the 1970s it shifted from trying to help manage fixed exchange rate:s toa loosel'y
defined role in a market-oriented system of flexible rates. Il.lternahonal organi-
zations are worthwhile ouly if they can [acilitate bargaining among'mcmber
states that leads to mutually beneficial cooperation. They are not desirable for
their own sake.
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Build on Shared Interests

To tlourish, regimes must enhance the goals of governments. On many issues,_-
governments may_regard their interests as so divergent that no worldwide
agreement can possibly be reached. Under these conditions, efforts to negoti-
ate regimes arc likely to lead cventually to painful choices belween poor
agreements and negotiation failure. Deliberations on a new international cco-
nomicorder foundered on the heterogeneity of interests in the world——not only
between rich countries and poor countries, but within each of those groupings.
The collapse of various global negotiations, however, does not mean that the
era of new regimes has closed. During the last decade a number of new institu-
tions and sets of rules aflecting relations among the advanced industrialized
countries huve emerged. Fxamples include agreements on export credits nego-
tiated during the late 1970s, various codes agreed upon during the Tokyo
Round of trade negotiations, and aduaptations in the nuclear proliferation re-
gime in the mid-1970s to cstablish supplier guidelines for safer nuclear
commerce. N
These regimes and others, such as the IIEA, have two key features. All these
regimes were designed Lo resolve common problems in which the uncontrolled
ﬁrstg_ig.pf_ individual self-inlerest by some governments could adversely allcct
tl_lih(:"—iiz\li().ly_ll_ interest of all the rest, All these regimes were formod ot on a
universal busis;"'-lifii'_-.;;.':id;:livcly. The export-credit and nuclear-suppliers
“clubs,” for example, include only countries that are major suppliers of credlit
or nuclear material; the 1EA deliberately excluded nonmembers of the Organi-
zalion for Iiconomic Cooperation and Development,

When establishing smaller clubs, those participating must consider their
effect on Lhe larger regime. Nuclear suppliers, for example, were concerncd
that formation of their group would exacerbale resentment among other ad-
herents to the nonproliferation regime. Yet sensitivity to issues ol exclusion can
help resolve these problems. Once they had agreed on export guidelines in
1978, members of the nuclear suppliers group emphasized quict, bilateral
diplomacy in order to mainlain broad commitment to the nonproliferation
regime.

1f a relatively small number of governments have shared interests in a given
issue greater than their dillerences, it can make sense to limit membership, or
at least dccision-making power, lo those countries, Sometimes, meaningful
agreements can be reached only by excluding naysayers. Every eflort should be
made, however, as in the GATT code, 1o allow for the eventual universali-
zation of the regimes. Furlher, particular attention should be paid to the long-
term interests of developing countries, so that a legitimate desire to make
progress on specific issues does not turn into a general pattern of discriminating
against the weak.

A crazy quilt ol international regimes is likely to arise, each with somewhat
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different membership. Better some roughness around the cd;l_{cs of hll'lcr:_hli
, » center. Poorly coordinaled

i i n a vacuum al the center.

tional regimes, however, tha . ‘ din

coalitionsg working effectively on various issues, arc in general pr(,l'](:mblc
' ; d 'se

lo universalistic negotiations permanently deadlocked by a  diver

membership.

Use Regimes to Insure against Catastrophe

i isf sffective regimes that_control
régimes are loss satisfactory than cffe .
[“:::::;ed thireby eliminate advarsity rather than simply slmre‘ its_bmdcmf_._lt
?é",'bater other things being equal, to prevent lloods by l)uil(hmi.v,ddnms;r t mln
. . ‘ i N J prefer to
hem. Likewise, [EA members would |y
T ol amburgecs tham iminished lics in response to
than merely lo share diminished supp '
B embmgoe's i i dequate insurance may deter hostile
them. Yet in some situations, having adeq ate | | doter hostil
i ial gains from “divide and conquer gies.
action by reducing the potentia tor” strategles
i le to control events often can
- in any event, regimes that are ab : canno!
cAor:litructeg When this is the case, insurance strategies may hc. l)o:tler Lhm:
elying on unilateral action or merely hoping for the I)I;:sl.dhi] ll(\ln:kn)!; lu Olll
i ts are often well advised to “elevate
ternational cooperation, governmen ) o
;een: sights a little lower,” accomplishing what they can rather than be
noaning their inability to do more,

The Best Enforcement Is Self-Enforcement

wmmﬂnqllt.gﬂilﬁ_iél _E]}g_l: ni li(mul' |;Icgil|l l:,‘: I::::;):I llgcl:lﬁ)nézzluui
3 nts is normally out of the ques here is ng police fo
;‘:nr—;raL—aan:’r?:ternatiohal bureaucracy. If state r(i[‘lfg cg)l)_]%l'y._w_;_tl_l_gggimc_
“Tutesthe €y must 4o 50 o tli'e—bagjg_qt"_].guug;te[m_sp -_m.lt\,l:cs .'.i‘hc —
Wmcement is not so diflicull as it-may hu,ml.' » ,,J,bcr "
vanced industrialized countries deal with each other on a argicl 1‘1.1’| pbor «
issues over an indefinite period of time. Each guvcn.nnenl c;)\.u ge :the,?'
with” a particular violation. But viable rlegil;\llcs relcy,l:lllls(:::elnE;tr::‘:;rcf}:;“crq.
inci f long-term reciprocily. No onc trusts hs | cheaters.
%t::jtirﬁ:?;g:rsment% develop reputations for complliancc, notljutst toetl::}
letter of the law but to the spirit as well, 'l‘hes.c rcpulatl(ms'culx;s:;lu ’e 01(1) 0ol
their most important assets. As the economist Charles. Km(l'e' ergt,l:ar nee
remarked, “In economics bygones are bygones, but in politics they
woﬂrtl?grgzﬁ;ais harder to institutionalize in mul}‘ilatc.ral sel't.i’nl.‘;s llu};: ll?o,l::
lateral settings. It often is difficult to agrec on cqun/jllcntr con ln uc th.(;
When arguing with its NATO allies about burden 'shaimg, (fr 1|1§ z:nc ,t the
United States concentrates on financial eflorts, while Suropean sl'a es ]:/[ s
contributions in kind through expropriated land or national service. More
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over, a lradeofl provided in one context may lead to demands for compensa-
tion from other countrics or on olber issucs. Nevertheless, the practice of
reciprocity does provide incentives for compliance, and in a well-functioning
regime, standards exist to govern reciprocity. The subsidies code deviscd
during the Tokyo Round, for cxample, nol only specifies conditions under
which countervailing dutics can he applied in response to subsidies, but also
sets limils on the severity of such duties.

1o the design, of_institutions, enfurcoment should rest on provisions for__.

Information sharing and reciprocity rather than on nominal powers of cocr-

cion through centralized enforcement. Despite oxtonsive voling rules, the
TEA has never taken a forimal voté, bat its members share information about
vil-company and government behavior. The IAEA has helped deter misuse of
nuclear fucls by threal of discovery through its inspection system rather than
by assured sanctions in the event of violation, Other contemporary regimes—
whether for surveillance of exchange rates by the Group of Five, for
maintaining bank lending to debtor countries, or for export credits—also
depend on sell-enforeement through the generation and dispersal of informa-
tion, rather than on the wiclding of supranational powers,

Failure to notice this point can lond governments o downgrade what inte
nalional regimes can do—provide a ramework for decentralized enforee
ment of rules. 1f countries foeus instead on the fact that regimes canno
enforce rules through supranational machinery, the international community
may miss opportunilies lo develop new institutions that, by generating infor-

mation about reputations, may allow practices of greater reciprocity to evolve
in workd politics.

Look for the Right Moment

In the life eycles of international regimes, crosion takes place gradually, as
governments and transnational actors find loopholes in the rules. Defendors
of regimes spend their time putting their fingers in the dike.

Oceasionally, erises threalen to burst the dike and destroy the established
order. The inadequacy of existing regimes becomes evident; old conceptions
of reality are shaltered and entrenched interests and coalitions shaken or torn
apart. The prospeet of a world financial crisis can concentrate a banker’s
mind.

In periods of crisis, opportunitics for the construetion of international re-
gimes characteristically arise. “Creative destruction,” in the cconomist
Joseph Schumpeler’s phrase, can result from the collapse of the presuppo-
silions underlying old regimes or from a shattered complacency about the
absence of regimes. Thus the first serious discussions of internalional mone-
tary coordination, which led cventually to Bretton Woods, took place in the
ominous depression years before World War 1. Economic crises in the 1970s
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and 1980s saw not only the collapse or erosion ol old rcgimcs,l I)u.l ul.s'(;. ::lc
f i A 4 the oil erisis, and the strengthening of the
founding of the 1EA in 1974, after the s ‘
IMF aftger 1982, in the wake of tireats of default by Third World Loun.lncs.
The period f’rum 1929 to 1933, however, demonstrates that crcahvc| rcl;
sponses to crises arc nol automalic. During crises pnlig:y_nmkcrs may nol look

o week.

ions ay.ry to_muddle, Wrough. [ dowe
innovative solutions but.may.iry to muddic, week.le ‘
' "[C?;\Illglli:ounprcparcd, they may have no time to draw up well-coneeived plans

for institutional change. Yet if polieymakers have llmu;!,hl throulgh 'tl.\c lLll'l:-
i ¢, the be able to use the opporlunities cre-
damental issues in advance, they may e s
i isc i iate solutions that support long-tert a .
ated by crises to devise immedia s tha it long o8y
In o{her words, if American foreign policy is lo lu.l\c .\(lvanla;gfe lof crlls)(I*z
rather than merely react o them, there is nced to think ;ll)l(’u'l h;: i cs;;;load
i instituti ightning strikes. No grand design for a
evolution of institutions before lig e oy
institutions is necessary. Grand designs I
array of new rules and ins Grand designs stir up ohjes
i i estic as well as international. ,
tions from many interests, domes v ' o e T
inki turn particular crises, even th
thinking ahead can be used to ises, o d
i i ctive c. It may not be
i to openings for constructive chang '
e e o i i ith snormous impact, but
i hensive regimes with an en ,
possible to create compre s with an onormous impact
i i e with constructive eflects in ¢
partial regimes may emerg N foular wrons.
C ernment has not beet
For at least the last 25 ycars the U.S. gov ! hasn !
effective long-range planning. American policymakers can do l)-(;]ttl(:; (lll;f:z
i h thinking about fulure regimes wi '
they have at this task. But muc . os will be don
i ; time, the cllectiveness of the
outside government; at the same . th tivene > outsidors
i ivity of insiders. Likowise, excecuti
work will depend on the receplivity ' ’ pranch
sssional figures. Such links not only hely
lanning must involve key congressional figures. ¢ - :
Eecure ﬁagislative support for foreign-policy initintives, but also help bring
new ideas into the policymaking process.

Use Regimes to Focus U.S. Attention on the Future

In the eyes of its critics, American foreign poli(fy is n()l.oriolusly 'unr;:l:::::;].
Does it make sense to talk about strategies lor mlcrn‘ulm'na Irl<.,gn;1e whon
America cannot seem to avoid cm:fusing?and confounding its allies by engag
ing i ic, often ideological behavior '
mgBluntet;::st; shortcomingsgin American foreign policy rctn[onl:c the nl;:e:lil:u
”use crises in a sophisticated way to carry out COI)Sl.I‘l'lcllvc change. i uu ﬁ
these crises the president’s leeway for gclling‘(lcmswc mcasurelzs 1;3 ugs
Congress becomes wider, often dramatically so. T hf: United Srt‘z;tesd has iz(x) ) [,);.
had difficulty keeping sight of its own long—tenln {nlerests. T ef fvis b
tween execulive and legislature and the splits within branches o g.ol\:frg ot
make it particularly hard for the United States t? pursuc faﬁ-sng ite el
interest. Attempting to lay out the principles' of' 1nternat10n.s]1( r:alglng o
clarify the country’s long-term, internationalist interests. Like the Co
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tution, international regimes can remind the country of its fundamental pur-
poses, for they can legitimate n broad conceplion of the national interest (hat
takes into account others’ values and policies.

This effort al loug-range planning ulso helps the United States retain it
alliance leadership, Consleaints imposed by constructive international ro-
gimes make America a more reliable partner internationally than if it fol-
lowed unilateralist policies. Gredible promises can be made and extracted b
pariners with solid reputations. In addition, regimes olten provide leaders ¢
allied countries with oppartunities to influence the domestic debates of allj
ance states by holding cach to the regime’s standards. This strengthens alli
ances by giving participating governments the opportunily to exercise
“voice,” in the ceconomist Albert 1irschman's phrase, rather than simply to
“exit.” Since America’s allics have some influence over its policies, they are
more willing to commil themselves to alignments with the United States. The
impressive strengzth and durability of America’s alliances can be attributed in

part o ils commitment to the constructive constraints of international
regimes,

REGIME MAINTENANCE

In world politics_today aglors are many, and a bewildering array of issues..
.overlap. Diffusion of power has reduced America’s ability to establish inter-. .
-halional regimes as it pleases. No malter how high the defense budget, the

United Stales cannol recapture the preponderant position it held in the

1950s. Further, maintaining military strength is only part of a viable foreign
policy. As the pre-eminent political and commercial power, America also has

a strong national interest in building and maintaining international regimes.
Yet recent foreign-policy debates have given little attention to this dimension
of national interest,

Major inlernational regimes continue Lo rellect U.S. interests, by and large
because of U.S. influence in establishing and perpetuating them. But unless
the United States takes the lead in maintaining them, it is unlikely that other
countrics will have the interest or ability to do their share. As Great Britain
lound in the 1930s, when the leading trading country closes its market, the
prolectionist seramble is on. When Washington extended U.S. jurisdiction
overnew arcas of the seas, as it did in 1945, it should have expected others to go
it one better—as several coastal states in Latin America did. If the United
Stales relaxes its standards for nuclear exports, other suppliers will relax
theirs, probably even moro. American restraint is no longer sufficient to build
or maintain rules, hut it almost certainly remains necessary.

This U.S. interest in regime maintenance does not mean the_llnileﬁt_aﬁz_g_ ;
need remain passive as othe

Is In pursuit of narrow_national interests chip
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i ] sed, there is much o be said for
_away at existing rules and arrangeme deed, U

: slective way to maintain cooperation in world polities. And
;2::1.11()3{:):1‘(?5' :escill;r;g(t’; will ontynll retaliution, as it.d(fes lncrcushl\gly in h;t(:‘m;
tional trade. But the ultimate objective of retaliation should be to rg n orfor
compliance by others with general rules, rather than to scck'l(;x(‘;lnl: i{)m: or
oneself—exemptions that will be only temporary and llli'll.Wl u'm r ¥ uT(l:lus
the decline of international order, which all should b.c Sh‘IVll-lg.l()‘dV()l t: t
the United States should design its strategies lo provide rcu‘hsh? |'n‘c<.:n lvesla(:
others, behaving in their self‘-)ilntcrcsls, to support international regimes

s valuable. .
minu:(;il?tiiosr:att: srrf‘::;gtalning existing regimes, Washington should be lootkmig-,
for chances to construct new regimes or to expand (?l(l ones when op‘f)or usr;i-
ties arise. Following arc three areas where substantial progress may be po
ble in the future.

United Nations Peacekeeping

Poacekeeping is an old subject, lo which [ew scholars or p()licyn\;\l/(\(:l‘S I;m:l(:
paid much attention recently. Yet in the al'lcrnufl'h ol the failure o n;er (i;w
efforts in Lebanon, the impetfect practice of mter!_)osing fo.rces under e
banner of the U.N. or regional organizations looks ripe for remspectll())nt. |:0
only have Americans been chastencd by the Lebanese cxpe.ricncc, ‘ltli arx‘ 0
there is evidence that the Soviet Union has begun to r.cthlnk 1lts oppos]nr '(;. Lo
peacekeeping and to realize that both superpowers mnght. be l)c‘lte[rI .0‘t lAn
vices could be found to limit intervention in local or rogional cqndnc s.| : ):
efforts at effective peacckeeping, however, would have lo be'hmllc m:ic uzuf
tious. They must be based on the original UN Chnrtcr.s ;‘oncep. t(lmuoe
peacekeeping as a Security Council responsil)lll}y to be carn::l(bml: w;} 11 . (:d
consent of all great powers, rather than on the view, sponsored by t ‘|e| bl :
States in the 1950s and early 1960s, that efective peacekeeping cou ; , 1;3 u(;':_
dertaken under authority granted by the General As:scl'nl)ly and C(])‘u dl e’ i
rected even toward a great power or its ally. Limited peacekeeping 13
worth reconsidering, not the overly ambitious efforts reflected in Korea an
the Congo.

International Debt

The regime for international debt has shown itsclf lo. be remarkably {le;t(.iglc
during the last 3 years: Massive default has been nvm(.lcd. an(:l seveila of r]t;
major debtors, such as Mexico and Brazil, have taken impressive and pain :1
adjustment measures. Yet crisis management, however clever, cannot cre:; e
new and lasting arrangements that will avoid both eventual collapsedz.m tn
repetition of the historical debt cycle, which moves from moderate lending to

PRSI O
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excessive lending, erisis, and collupse (or near-collapse).® There is a good deal
o he said for acting now, before memories of the erisis fade, to construct n
sustainable sel of arrangements that will ensure both a steady flow of re-

sources to developing countries from private and public sources and regulur
payment of debts that have been incurred,

Exchange Rates

Disillusioniment with the current arrangements for floating exchange rates is
widespread. Hopes that equilibrium rates would emerge automalically,
yielding balanced current accounts, have been dashed by massive capital
flows thut have led to overvaluation of the dollar. The response has been not
only discontent in Europe, led by France, but also increasing pressure for
protectionism in the United States, which a recession would only accentuate.
Little can be said now for calling u grand public conference such as Bretton
Woods—which, it should be recalled, was preceded by many months of
intense negoliations, Yet it might be feasible to devise a “deal” linking
greater exchange-rate stability, a lower value of the dollar, and the institution
of the new round of trade talks desired by the United States. It would be
wiser o explore this possibility than to engage in diseriminatory action
against France—and therefore against the European Community in
general—in retaliation for its refusal at the Bonn summit in 1985 to set a date
for new trade negotiations. The moment for concerted action on the
exchange-rate regime may be arriving; thought should be devoted now to
what the character of such a regime should be and to how concessions by the
United States could be used stralegically to attain U.S. objectives in other
arcas, such as trade.

Dreams of a slow, even unsteady mareh toward the world order envisaged
by the founders of the U.N. are obsolete. But the United States cannot simply
exchange these dreams for Lhe alluring promise of a world without the frus-
trations of multilateral cooperation. Economic and security interdependence
is a reality that cannot be wished away. The United States is not strong
cnough to be able sufely Lo assume that other countries will acquiesce in its
unilateral altempls to reshape the world. Global unilateralism in the 1980s
could therefore be as cxpensive an illusion as isolationism was half a century
ago.

What global unilateralism_misses is the continuing American interest in

~international regimes, In addition to worrying about niilitary power and So-
viet intentions, the United States needs Lo be concerned about other dimen-
sions of power and relations with the whole international system. To deal
cflectively with issues involving international regimes—such as how to deal
with UNESCO, what to do about nuclear proliferation, and whether to rescuc

or abandon the nondiscriminatory provisions of GATT—the United States
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needs a coherent strategy based on a realistic understanding ol the conditions
for eflective multilateral cooperation. Such a stralegy should emphasize
reciprocity—which means being tough on rule violators as well as being
willing to cooperate with those who wish to cooperate. The Uniled States
must support international institutions that facililale decentralized enforee-
ment of rules, without naively believing that enforcement will be automatic

or casy. The United States should reflect, in advance of crises, on how inter-

national institutions can h feve cooperation, and it niust be ready, in
crises, to put Torward proposals that have been devised in quictér {imes.

Such a combination of instilutional strategy and tactical flexibility could be
simultancously visionary and realistic. 1t would be opportunistic in the best
sense: ready to seize opportunities provided by erises o make regimes more
consistent with America’s interests and values. IUis a viable allernative to
recurring fantasies of global unilaleralism.
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