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Globalization

states

« With increasing interdependence, questions
of collaboration and coordination become
Increasingly important
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The Need for Intl Cooperation (1)

 BUT the domestic cost of adjustment can be
an obstacle or opposition to global integration

« Governments may be tempted to free ride, or
adopt protectionist policies, depending on
— Political insulation of governments from lobbying
— Flexibility of economy to adjust
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The Need for Intl Cooperation (2)

« Coordination is required to negotiate the
distribution of gains and losses from
iInternational cooperation (the “where to meet”
problem)
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Game Theoretic Approach

« Typical problems of international cooperation
can be modeled by different “‘games”

« “Games” describe
— Choices avallable to actors/players

— Actors evaluations of potential outcomes
— Information actors have when they make choices

« Many types of games

OXFORD Higher Education
© Oxford University Press, 2011. All rights reserved.



The Prisoner’s Dilemma (1)

-ner’s Dilemma game (ordi- \
y

Player Beta

51 52
S1 3,3 1, 4
Player
Alpha
52 4,1 2,2

Note: Nash Equilibrium in bold type

N /
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The Prisoner’s Dilemma (2)

solution would be optimal for all actors

* |IPE examples:
— Reciprocal trade liberalization
— Collective management of resources
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The Stag Hunt (1)

-rance game (Stag Hunt) N
)

Player Beta

S1 S2
$1 4,4 1,3
Player
Alpha
§2 3,1 2,2

Note: Nash Equilibria in bold type

- J
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The Stag Hunt (2)

anticipation of possible mistake or
unintentional move by other actors

« |IPE example:
— Financial globalization
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Battle of the Sexes (1)

rdination game (Battle of )
nal form) )

Player Beta
S1 52
\Y) 4,3 1,1
Player
Alpha
S2 1,1 3,4
Note: Nash Equilibria in bold type

N J
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Battle of the Sexes (2)

either outcome

« |IPE example:

— International coordination of macroeconomic
policies
— Choice of international monetary system
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Solutions for Cooperation (1)

Actors’ sensitivities to distribution issues
— Lack of confidence in the other actor’'s behaviour

* Repeated games/interactions may increase
chances of individual actors cooperating
— May be undermined by
* Low expected net value of cooperation

» High expected costs of defection by others
« Difficulty in gathering information
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Solutions for Cooperation (2)

* Regime: rules and procedures
— Not the same as an international organization

— 3 major functions
» A channel for the enforcement of agreements
» Help states craft and choose among different responses
» Facilitate cooperative behaviour
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The Formation of Institutions (1)

— Collaboration only sustainable if states highly
value future interactions, have symmetric
resources and are highly interdependent
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The Formation of Institutions (2)

— INSUtJtions can neip control actors benaviour

— Role of hegemonic powers in the development of
Institutions

— Overemphasize tensions arising from the
differences in the distribution of benefits between
actors

— Downplay the possibility that actors might prioritize
absolute over relative gains
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The Formation of Institutions (3)

agreement
— Actors create institutions because they are useful

— EXisting institutions may constrain future
Institutional developments
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The Formation of Institutions (4)

— New knowledge and cognitive understandings
may affect the calculation of interests

 Radical constructivists
— Norms and values are dominant causal forces

— Institutions can alter how actors conceive their
basic interests and thus constrain their behaviour
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Institutional Design (1)

— Scope
— Extent of delegation of power from member states
to institutional bodies

— Centralization of tasks within the institution
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Institutional Design (2)

— Potential participants (the number of these actors,
their relative power, their financial and “social”
capital)

— Information and knowledge available to actors

— Outside or pre-existing institutional context
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