
face and often not the most difficult one. Many equilibria may exist along the Pareto
frontier, and specifying one of these as the locus of cooperation, through bargaining
and the exercise of state power, dominates empirical examples of international coop-
eration. Krasner’s insight is perfectly compatible with the folk theorems of noncoop-
erative game theory that show that repeated play of a PD-type game gives rise to
many—in fact, in� nite—equilibria. Thus, repetition transforms collaboration prob-
lems into coordination problems. In most circumstances, states have simultaneously
to worry about reaching efficient outcomes and resolving distributional con� ict.

Once we recognize this fact, our approach to international institutions becomes
both more complex and more closely related to traditional international relations
concerns about power and bargaining. To be effective, institutions cannot merely
resolve collaboration problems through monitoring and other informational func-
tions. They must also provide a mechanism for resolving distributional con� ict. For
example, institutions may construct focal points, identifying one possible equilib-
rium as the default or ‘‘obvious’’ one, thus reducing state-to-state bargaining about
the choice of a particular pattern of outcomes. The role of the European Court of
Justice (ECJ), discussed elsewhere in this article, is captured in part by this type of
constructed focal-point analysis. The Basle Banking Committee’s role in devising
international standards for prudential banking practices similarly helped to coordi-
nate national regulations where a number of plausible solutions were available.70

Where states fear that the bene� ts of cooperation are disproportionately � owing to
others, institutions can provide reliable information about state behavior and the
realized bene� ts of cooperation to allay such fears. Trade institutions perform many
functions; one function that could stand more analytical scrutiny is the provision of
such information about the distribution of bene� ts among members. Another way
institutionscould mitigate distributionalcon� ict is to ‘‘keep account’’ of deals struck,
compromises made, and gains achieved, particularly in complex multi-issue institu-
tions. The networks created within the supranational institutions of the European
Union, for example, provide the necessary scope for issue-linkage and institutional
memory to perform the function of assuring that all members, over time, achieve a
reasonably fair share of the bene� ts of cooperation.71 Unless the problem of equilib-
rium selection is resolved, all the third-party monitoring in the world will not allow
for stable international cooperation.

Thus, a promising line of research will involve bringing distributional issues back
into the study of international institutions, issues that were in fact the focus of some
of the early regimes literature discussed earlier. Institutions may interact with distri-
butional con� ict in a number of ways. Most simply, they re� ect and solidify settle-
ments of distributional con� ict that have been established through more traditional
means. These means include the exercise of state power, which Krasner emphasizes,
market dominance, and alternative methods of bargaining such as making trades
across issues.72 In this perspective, institutionscan make a difference if they lock in a

70. Simmons 1998.
71. Pollack 1997.
72. Fearon 1994a.
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particular equilibrium, providing stability. But rather than merely re� ecting power in
an epiphenomenal fashion, as realists would have it, institutions in this formulation
prevent potential challengers from undermining existing patterns of cooperation, ex-
plainingwhy powerful states may choose to institutionalizethese patterns rather than
relying solely on ad hoc cooperation.

Institutions may also serve a less controversial signaling function, therefore mini-
mizing bargaining costs. This would be the case if institutions construct focal points
or if they primarily keep account of the pattern of bene� ts over time, as discussed
earlier. In either case, they effectively increase path dependence. Once a particular
equilibrium is chosen, institutions lock it in. Researching the ways in which institu-
tions do this—how do they enhance path dependence, and under what conditions?—
would be intriguing. Normative questions also rise to the top of the agenda once we
recognize the lock-in role of institutions. If they do in fact solidify a pattern of
cooperation preferred by the most powerful, we should question the ethical status of
institutions, turning our attention to equity, as well as efficiency, questions.

In the most traditional, state-centric terms, institutions re� ect and enhance state
power; in Tony Evans and Peter Wilson’s words, they are ‘‘arenas for acting out
power relations.’’73 On the other end of the spectrum, we may want to ask about
situations in which institutions play a more active role in resolving distributional
con� ict. Perhaps institutionssometimes do more than lock in equilibriachosen through
the exercise of state power, having an independent part in the selection of equilibria.
Such an argument has been made most clearly in the case of the ECJ. Here, Geoffrey
Garrett and Barry R. Weingast � nd that there are a number of ways in which the
European Community could have realized its goal of completing the internal mar-
ket.74 The ECJ made a big difference in the course of European integration because it
was able to construct a focal point by choosing one of these mechanisms, that of
mutual recognition. This choice had clear distributional implications but was ac-
cepted by member states because it was a Pareto improvement over the reversion
point of failing to complete the internal market. A distinct research tradition empha-
sizes the legitimizing role that international institutions can play in focal-point selec-
tion. Some scholars point out that institutionally and legally enshrined focal points
can gain a high degree of legitimacy both internationally and domestically.75 This
legitimacy, in turn, has important political consequences.76

To develop a research agenda on how institutions resolve problems of multiple
equilibria and distribution, we would have to build on these insights to ask condi-
tional questions. When are states, particularly the powerful, willing to turn the prob-
lem of equilibrium selection over to an institution? What kinds of institutions are
most likely to perform this function effectively—those that are strategic or those that

73. Evans and Wilson 1992.
74. Garrett and Weingast 1993. They also argue that the multiple equilibria were not sharply distin-

guished from one another in terms of efficiency and do not concentrate on distributional con� ict among
equilibria. They have been criticized on these points. See Burley and Mattli 1993.

75. See Franck 1990; and Peck 1996, 237.
76. Claude 1966, 367.
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are naive; those that rely on political decision making or those that rely heavily on
relatively independentexperts and/or judicial processes; those that broadly re� ect the
membership of the institution or those that are dominated by the powerful? Under
what conditions are constructed focal points likely to gain international recognition
and acceptance? Overall, bringing the traditional international relations focus on
distributionalcon� ict back into the study of international institutionsholds the poten-
tial for generating researchable questions that are both positive and normative in
nature.

International Institutions and Domestic Politics

In allowing their agenda to be de� ned by responding to the realist challenge, institu-
tionalists have generally neglected the role of domestic politics. States have been
treated as rational unitary actors and assigned preferences and beliefs. This frame-
work has been productive in allowing us to outline the broad ways in which institu-
tions can change patterns of behavior. But in privileging the state as an actor, we have
neglected the ways in which other actors in international politics might use institu-
tions (a central insight of earlier studies of transgovernmental organization) and the
ways in which the nature or interests of the state itself are potentially changed by the
actions of institutions (an implication of the early neofunctionalist literature). Here
we outline a few lines of analysis that should be fruitful for integrating domestic
politics and international institutions in a systematic manner, rather than treating
domestic politics as a residual category of explanation. Because the lines of analysis
here have foundations in speci� c analytical frameworks with explicit assumptions,
applying them to the problem of international institutions should result in productive
research paths, rather than merely the proliferation of possible ‘‘explanatory vari-
ables’’ that has characterized many attempts to integrate domestic politics and inter-
national relations. We should note that bringing domestic politics back into the study
of international institutions is an agenda that should be understood as analytically
distinct from that of applying institutionalist models developed in the domestic set-
ting to the international level, an agenda addressed elsewhere in this article.

As we will argue, one of the more fundamental ways in which international insti-
tutions can change state behavior is by substituting for domestic practices. If policies
formerly made by domestic institutions are now made on the international level, it is
reasonable to expect substantial changes in the patterns of world politics. Three re-
lated questions are central to understanding the relations between domestic and inter-
national institutions.First, under what conditionsmight domestic actors be willing to
substitute international for domestic institutions? Second, are particular domestic
actors regularly advantaged by the ability to transfer policymaking authority to the
international level? Third, to what extent can international institutionaldecisions and
rules be enforced by domestic institutions, and what are the implications for compli-
ance? These questions are tied together by the assumption that domestic actors inten-
tionally delegate policymaking authority to the international level when this action
furthers pursuit of their interests.
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Domestic institutions can at times be a barrier to the realization of bene� ts for
society as a whole. Failures of domestic institutions can arise through a number of
mechanisms. Perhaps most obviously, domestic institutions can be captured by pref-
erence outliers who hold policy hostage to their demands. Recent research suggests
that this may be the case with respect to the settlement of territorial disputes between
bordering states in some regions: repeated failure to ratify border agreements in the
legislature is one of the most important domestic political conditionsassociated with
the willingness of states to submit their disputes to international arbitration.77 More
generally, this situation is likely to arise when some actors, such as those looking for
particularistic bene� ts, � nd it easier to organize than do actors more concerned with
the welfare of the average citizen. Such is the story often told about trade policy.
Import-competing producers and others with an interest in protectionist policies may
� nd it easier to organize than those who favor free trade, a coalition of exporters and
consumers. This differential ability to organize will bias policy in favor of protection,
decreasing overall welfare. Transferring the policymaking process to the interna-
tional level, where exporters can see that they have a stake in organization in order to
gain the opening of foreign markets, can facilitate a more evenhanded representation
of interests. Those actors who have the most to gain from pursuit of general welfare—
such as executives elected by a national constituency—will show the most interest in
turning to international institutions under such circumstances. Judith Goldstein pro-
vides an analysis along these lines when she explains the paradox of the U.S. presi-
dent agreeing to bilateral dispute-resolution panels in the U.S.–Canada Free Trade
Act (FTA), in spite of the fact that these panels predictablydecide cases in a way that
tends to deny protection to U.S. producers.78

We can identify other incentives for domestic actors to transfer policymaking to
the international level. One common problem with institutions that are under the
control of political actors is that of time-inconsistent preferences. Although running
an unexpectedly high level of in� ation today may bring immediate bene� ts to politi-
cians up for reelection, for example, allowing monetary policy to be made by politi-
cians will introduce a welfare-decreasing in� ationary bias to the economy. Putting
additional constraints on policy, for example, by joining a system of � xed exchange
rates or a common currency area, can provide a mechanism to overcome this time-
inconsistency problem, as argued by proponents of a single European currency. In
general, if pursuit of gains over time involves short-term sacri� ces, turning to inter-
national institutions can be an attractive option for domestic policymakers.

A second and related question about domestic politics is whether particular kinds
of actors will regularly see an advantage in turning to the international level. At the
simplest level, it seems likely that ‘‘internationalist’’ actors—those heavily engaged
in international transactions,79 those who share the norms of international society,80

77. Simmons 1998.
78. See Goldstein 1996; and Gilligan 1997.
79. Frieden 1991.
80. Sikkink 1993a.
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or those who have a stake in a transnational or global resource81 —will have an
interest in turning to the international level. This may especially be the case when
such groups or parties are consistently in a minority position in domestic politics.
Drawing on these ideas, we could begin to develop hypotheses about the kinds of
domestic interest groups that will most favor transferring some authority to the inter-
national level.

Certain domestic institutional actors may also have a tendency to bene� t from
international-level policymaking. One such actor, which is just beginning to enter
political scientists’analysis of international institutions, is the judiciary. Increasingly,
international agreements are legal in form. This means that they often are interpreted
by domestic courts, and that judges can use international law as a basis on which to
make judgments.82 Because international law provides this particular actor with an
additional resource by which to pursue agendas, whether bureaucratic or ideological,
we might expect that the judiciary in general tends to be sympathetic to international
institutions.

Overall, as we work toward more sophisticated speci� cation of the causal mecha-
nisms through which institutions can in� uence behavior, we will have to pay much
more attention to domestic politics than studies of international institutionshave thus
far. The developmentof general theories of domestic politics provides an opening for
systematic developmentof propositions about domestic actors. We no longer need to
treat the domestic level as merely the source of state preferences, nor as a residual
category to explain anomalies or patterns of variation that cannot be explained by
international factors. Instead, we can move toward genuinely interactive theories of
domestic politics and international institutions,specifying the conditionsunder which
certain actors are likely to prefer that policy be made on the international level. This
focus allows us to specify conditions likely to lead to the delegation of policymaking
authority to the international level, some of which we have outlined here.

Unanticipated Consequences

In a rationalist framework, institutions are both the object of state choice and conse-
quential. The link that ties these two aspects of institutions together, and allows the
analyst to develop refutable propositions about institutions within an equilibrium
framework, is the ability of actors to anticipate the consequences of particular types
of institutions. For example, in the preceding discussion of domestic politics, we
assumed consistently that domestic actors were able to gauge with some degree of
accuracy the ways in which working within international institutions would affect
their ability to pursue their material or ideational goals.

The rationalist approach stands in distinction to a historical or sociological ap-
proach to institutions.83 These approaches see institutions as more deeply rooted and

81. Young 1979.
82. See Alter 1996; and Conforti 1993.
83. See Steinmo, Thelen, and Longstreth 1992; and Pierson 1996b. Historical institutionalism stresses

the path-dependent nature of institutions, explaining why apparently inefficient institutions persist. Socio-
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draw attention to their unanticipatedconsequences.Although we may question whether
many international institutions reach the same degree of ‘‘taken-for-grantedness’’
that we see in domestic politics or smaller-scale social relations, it seems undeniable
that they sometimes have effects that surprise their member states. It is important to
differentiate between unintended and unanticipated effects. Effects may be antici-
pated but unintended. For example, it is generally expected that arrangements to
lower the rate of in� ation will lead to somewhat higher levels of unemployment.
Thus, higher unemployment is an anticipated, although unintended, consequence of
stringent monetary policies. It is best understood as a price actors are sometimes
willing to bear to gain the bene� ts of low in� ation. Such unintended but anticipated
consequences of institutions present little challenge to a rationalist approach, since
they � t neatly into a typical cost-bene� t analysis. Genuinely unanticipated effects,
however, present a larger challenge.

Speci� c examples of apparently unanticipatedconsequences of international insti-
tutions are not difficult to � nd. States that believed that human-rights accords were
nothing but meaningless scraps of paper found themselves surprised by the ability of
transnational actors to use these commitments to force governments to change their
policies.84 In the European Community, few anticipated that the ECJ would have the
widespread in� uence on policy that it has.85 Prime Minister Margaret Thatcher was
apparently quite surprised at the results of agreeing to change voting rules within the
European Community, such as the adoption of quali� ed-majority voting, which she
accepted in the Single European Act.86

How might a rationalist approach deal with these events? One productive ap-
proach might be to attempt to specify the conditions under which unanticipated con-
sequences are most likely. This speci� cation would at least allow us to suggest when
a simple rationalist model will provide substantial explanatory leverage and when it
might become necessary to integrate the insights of other schools of thought. If
unanticipatedconsequences dominate political outcomes, we would have to draw on
alternatives to rationalist models in a way that goes far beyond using them as a way
to specify preferences and goals. Here, we begin specifying when unanticipatedcon-
sequences are most likely to confound patterns of international cooperation.

Inductively, it appears that changes in secondary rules—that is, rules about rules—
are the changes most likely to work in unexpected ways. Changes in voting rules
within an institution, for example, can give rise to new coalitions and previously
suppressed expressions of interest, leading to unpredicted policy outcomes. Changes
in decision-making procedures can have even more widespread and unexpected ef-
fects if they open the policy process to input from new actors. Many examples of
unanticipated consequences arise from decision-making procedures that provide ac-
cess to nongovernmental and transnational actors, as, for example, Kathryn Sik-

logical institutionalism emphasizes the social nature of institutions, stressing their role in de� ning indi-
viduals’ identities and the fact that many important institutions come to be taken for granted and therefore
not seen as susceptible to reform.

84. Sikkink 1993a.
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kink’s work has shown.87 Both as sources of new information and as strategic actors
in their own right, such groups are often able to use new points of access to gain
unexpected leverage over policy. Changes in decision-making rules will have wide-
spread effects on a variety of substantive rules and are thus more likely to have
unanticipated effects on outcomes than changes in substantive rules themselves. If
this observation is correct, we should see more unanticipated consequences in situa-
tions that have relatively complex and permutable secondary rules, such as legalized
institutions. Traditional state-to-state bargaining with a unit veto, which has little
secondary rule structure, should provide less opportunity for nonstate actors or coali-
tions of the weak to in� uence outcomes unexpectedly.

One question that often arises, especially in the international arena, is why govern-
ments are willing to live with unanticipated outcomes. After all, participation in
international institutions is voluntary. If unpleasant and unexpected outcomes fre-
quently occur, states as sovereign actors retain the right to pull out of institutions.
Why might they choose to remain in? The trivial answer is that the bene� ts of remain-
ing in are greater than the costs. But we can turn this answer into something non-
trivial by thinking about the conditions when institutional membership is likely to
provide the greatest bene� ts. Some of these have been spelled out in functionalist
theory. Keohane argues that the demand for international institutions will be greatest
under conditions of interdependence, when states face a dense network of relations
with one another and where information is somewhat scarce.88 We could generalize
that states are least likely to be willing to withdraw from an institution in the face of
unanticipatedconsequenceswhen they are dealing with issues that exhibit increasing
returns to scale, which, in turn, create conditions of path dependence. Consider the
creation of regional trading arrangements in the 1990s. These arrangements provide
their members with economic bene� ts, and those on the outside of the arrangements
� nd themselves losing investment and trading opportunities. We therefore see east-
ern European, Caribbean, and other states clamoring to become members of the
relevant regional trading arrangements. This is a good example of how increasing
returns to scale create a high demand for institutionalmembership. Under these con-
ditions, it seems likely that these states will be willing to put up with a high level of
unexpected outcomes before they would seriously consider withdrawing from an
institution.However, this example begs the question of whether trade agreements are
likely to have substantial unanticipated effects. They are only likely to do so in the
case of rapid technological change or large international economic shocks, such as
the oil shocks of the 1970s.

Typology of Institutional Effects

As we turn our attention to the problem of how, not just whether, international insti-
tutions matter, it becomes essential to understand alternative mechanisms through
which institutions might exert their effects. To prod our thinking in this direction, we

87. Sikkink 1993a.
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introduce a preliminary typology of institutional effects. The reasoning behind this
typology is that different institutions, or perhaps similar institutions in different set-
tings, will have different types of effects. Specifying these effects will not only allow
us to develop better insights into the causal mechanisms underlying the interaction
between institutions and states or societies. It will also provide for more testable
propositions about how and when we should expect institutions to exert substantial
effects on behavior.

The typology we suggest is analytically informed but aims � rst to provide a lan-
guage for describing patterns of change in state behavior after creation of an interna-
tional institution. Here we spell out the typology and present some illustrative ex-
amples. The next step will be to link the typology to causal processes, and we suggest
some preliminary ideas along these lines. We begin by suggesting two types of insti-
tutional effects: convergence and divergence effects. Of course, the null hypothesis is
that institutions have no effect. Development of a clearer analytical framework may
force us to consider situations in which we combine effects: for example, perhaps
some types of states are subject to convergence effects and others to divergence
effects.

We begin with convergence effects, since the logic of most rationalist, economis-
tic, and functionalist theories of international institutions leads us to expect such
effects. These models posit goals that states � nd it difficult to achieve on their own,
whether for reasons of time-inconsistentpreferences, collective-actionproblems, old-
fashioned domestic political stalemate, or other failures of unilateral state action. In
this functionalist logic, states turn to international institutions to resolve such prob-
lems; institutions allow them to achieve bene� ts unavailable through unilateral ac-
tion of existing state structures. Functionalist analysis sees international institutions
as important because they help states to solve problems. Many of these problems
have their roots in the failures of domestic institutions, and their resolution involves
turning some types of authority over to the international level. Once policy is del-
egated to an international institution, state behavior will converge: members will
tend to adopt similar monetary, trade, or defense policies.

What has been missing from functionalist accounts of institutionalization is the
systematic connection between domestic political conditions and incentives to con-
struct and comply with international institutions.But once we recognize that interna-
tional institutions may make a difference because they effectively substitute for do-
mestic practices (making policy decisions, setting policy goals, or undertaking
monitoring activities), our attention turns to the domestic political conditions that
make such substitution a reasonable policy alternative. If domestic institutions are
the source of persistent policy failure, if they somehow prevent the realization of
societal preferences, or if they interfere with the pursuit of mutual bene� ts with other
states, turning functions over to the international level can enhance national wel-
fare.89 Monetary policy is a prime example of this logic. Other examples might

89. Some would argue that this process is antidemocratic. See Vaubel 1986. However, such an argu-
ment rests on weak foundations. First, it assumes that domestic institutions are necessarily responsive to
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include trade policy, if domestic trade policy institutions are captured by protection-
ists; or environmental policy, if domestic institutions encourage a short-term rather
than a long-term perspective on the problem. Thinking about the logic of substitution
requires much more attention to inefficient domestic politics than most functional
theories have provided to date.

A classic example of international institutions acting as substitutes for domestic
institutions and therefore having convergence effects lies in arguments about why
high-in� ation states such as Italy might choose to enter the European MonetaryUnion
(EMU).90 High in� ation is a public bad, leading to lower overall welfare than low
in� ation. However, the short-term bene� ts to politicians from allowing spurts of
unanticipated in� ation make it difficult to achieve low rates of in� ation unless insti-
tutions that set monetary policy are independent of political in� uence.91 Thus, trans-
ferring authority to an institution that is relatively insulated from political in� uence,
and that itself has a preference for low in� ation, can provide overall welfare bene� ts
for the country. This is the logic that leads a state like Italy to take the unusual step
(for a relatively rich, developedcountry)of transferring a core aspect of sovereignty—
control over the currency—to a European Central Bank.

Given this logic of delegation, states that become members of the EMU should see
a convergence in their rates of in� ation.92 Although the debate rages among econo-
mists about whether the European Monetary System has in fact worked in this man-
ner,93 there is little doubt that one of the major motivations for monetary union is for
high-in� ation states to ‘‘import’’ low German rates of in� ation, leading to similar
in� ation rates in all member states. If we looked at the variation in in� ation rates
prior to entry into monetary union (or into a monetary system more generally), and
compared it to in� ation rates after entry, we should see a decline in the level of
variation.

Although monetary union is a prominent and intriguing example of convergence
effects, we can imagine a similar dynamic in other issue areas as well. Environmental
institutions should lead to convergence of environmental indicators, such as carbon
dioxide emissions.94 Human-rights institutionsacting as substitutes should lead mem-
bers to adopt increasingly similar human-rights practices. Even if full convergence
does not occur, the major effect of an institution that is acting as a substitute will be to
bring state practices more closely in line with one another.

A convergence effect could be measured and identi� ed by decreased variation in
relevant indicators of state practices, whether in� ation rates, pollution, or human-

national preferences. For the kinds of reasons just discussed, such as time-inconsistent preferences, or
institutional capture, this assumption is often false. Second, the argument assumes that international insti-
tutions are necessarily more difficult to monitor, constrain, and in� uence than domestic institutions. Al-
though this may be a reasonable assumption for some kinds of societal actors and some states, it is not
universally true.

90. For a contrasting argument on the logic of EMU, see Gruber 1996.
91. Rogoff 1985.
92. Fratianni and von Hagen 1992.
93. See Giavazzi and Giovannini 1989; and Weber 1991.
94. Levy 1993.
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rights abuses. The existence of a convergence effect could also be identi� ed through
graphical means. Figure 1 gives an example. On the x-axis, states are arrayed in order
of their performance on the outcome dimension, say in� ation rates. These rates are
indicated on the y-axis. The solid line indicates in� ation rates prior to entry into
monetary union. Its steep slope indicates that the states exhibit substantial variation
in in� ation rates. The dotted line represents the outcome of monetary union acting as
substitute, causing convergence in in� ation rates. The more shallow slope indicates
less variation than observed before entry into monetary union.

The notion that international institutionsmight substitute for domestic ones under-
lies functionalist theories of institutions. However, some empirical work on the ef-
fects of institutions has found a pattern quite different from the convergence of out-
comes predicted by such a mechanism. Instead, some authors have found that the
primary effect of institutions is to exaggerate preexisting patterns of behavior. For
example, Andrew Moravcsik has found, in a regional comparison of human-rights
institutions, that these institutions only led to an improvement in practices in those
states that already exhibited a high level of respect for human rights.95 Thus, West
European states, through participation in institutions, have improved their already
very good human-rights records, whereas Latin American states, according to his
evidence, show little impact of institutionalparticipation.

This pattern suggests that international institutions sometimes lead to divergence
of state practices, in effect complementing and magnifying preexisting tendencies
rather than overriding them. In this case, institutions will have a divergence effect.
This effect results when states whose initial practice falls far from institutionalguide-
lines will show little change from behavior, whereas those near the guidelines move

95. Moravcsik 1995.

FIGURE 1. International institutions with convergence or divergence effects
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even closer to them. In contrast, a convergence effect appears when institutionsexert
their greatest in� uence on precisely those states whose behavior deviates substan-
tially from institutional norms. Divergence is likely to emerge when institutions ex-
aggerate domestically generated tendencies of state behavior or when they primarily
mimic domestic institutions.Anne-Marie Slaughter has argued something along these
lines in pointing out that liberal states are the ones most likely to create and abide by
relatively liberal international institutions.96 According to this logic, liberal institu-
tions will change the behavior of liberal states but not illiberal ones, leading to diver-
gence of state behavior.

A divergence effect means that those states that already come close to institutional
norms will move further toward them, whereas the behavior of those that deviate
from such norms will remain unchanged. If we were to develop a measure of state
behavior, we would see a divergence effect in increased variation of state behavior
after institutional creation. We can also illustrate divergence effects graphically, as in
Figure 1. Here, institutional effects result in a steeper line, indicating greater diver-
gence in the relevant outcome variable. For ease of comparison, we continue to use
the EMU-in� ation example. Although such an outcome seems unlikely in practice,
for the sake of argument we could imagine that monetary union that allowed for
decentralized, unconstrained � scal policymaking while providing additional re-
sources to cover national debts could lead to such a perverse outcome. Another,
perhaps more plausible, example of a divergence effect is in the area of overseas
development aid. In the 1970s, OECD countries agreed to devote a set percentage of
their GDP, 0.7 percent, to development assistance. Although some countries have
come close to providing this level of aid and use the target � gure as a tool in domestic
debates, others have wholly neglected this target and instead decreased the percent-
age of their national income that they devote to foreign aid.

If this typology provides a useful way to describe alternative institutional effects,
the next challenge is to begin to link up these patterns of behavior to alternative
causal mechanisms. This project appears promising, and we outlinepreliminary ideas
here. As suggested earlier, institutions that lead to convergence of state behavior link
up nicely to the functionalist approach that has dominated studies of international
institutions, regimes, and organizations over the last � fteen years. In this situation,
the failure of domestic institutions or of unilateral state action creates incentives to
rely on international mechanisms. The kinds of problems that would prompt states to
use international institutions that lead to convergence of behavior are relatively well
understood.They include time-inconsistencyproblems that create incentives for states
to bind themselves and collective-action problems among states or within polities.
When states turn to international institutions as the result of such problems, and
when these institutions are operating as intended, we would expect to see conver-
gence of state behavior.

The conditions that would prompt states to use institutions that lead to divergence
of behavior are not as well understood. We can begin by noting that states facing

96. Slaughter 1995.
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collective-action problems, such as a PD or a coordination game, would be unlikely
to rely on an institution that exaggerated differences in state behavior.The fundamen-
tal problem in such cases is to create incentives for states to adopt similar policies:
free trade, stringent � scal policies, arms control, and so on.97 In such a situation, an
institution that led to increased divergence of state practice would quickly become
irrelevant as states ignored its constraints.Thus, one initial expectation is that institu-
tions should not lead to divergence in situations where incentives exist to adopt
similar policies, as when strong externalities to divergent or unilateral state behavior
exist. Perhaps this helps us understand why we appear to see some divergence effects
in the human-rights issue area. Although human rights are a matter of concern around
the globe, human-rights practices usually do not involve the kinds of externalities
and incentives for strategic interaction that exist in issue areas such as the environ-
ment or monetary policy.98

However, lack of externalities does not provide a direct answer to why divergence
would occur. To understand this effect, it is likely that we need to consider domestic
politics, returning us to an argument made earlier in this article. International agree-
ments, even those without enforcement mechanisms such as the OECD aid target,
can provide ‘‘hooks’’ by which interest groups that favor the international agreement
can increase their in� uence on the domestic agenda. For example, in Scandinavian
countries the OECD target has become a potent arguing point in parliamentary de-
bates. In states without a well-organized group to grab onto this hook, or in those
with a more closed political process, agreements without enforcement mechanisms
or substantial pressure from other states to comply are unlikely to have any effect.
These contrasting domestic political dynamics are likely to give rise to divergence of
state behavior among members of the institution.

A rationalist research agenda for the study of international institutions is rich and
promising. This agenda begins by recognizing that, in equilibrium, institutions are
both causes and effects, and that empirical researchers must begin to consider the
question of how institutions matter, not just whether they do. Thinking in these terms
turns our attention to the problem of how institutions might resolve bargaining and
distributional con� ict as well as the more recognized problems of cheating. It forces
us to differentiate anticipated from unanticipated effects of institutions and to ask
about the conditions under which unanticipated effects are most likely. Rationalist
theories provide a mechanism for bringing domestic politics more systematically
into the study of international institutions, an area of research that has been slighted
by the development of the � eld thus far. Finally, a rationalist approach allows us to

97. There may be some coordination situations, for example, some discussed by Simmons, in which
the solution to the coordinationproblem does not involve adoptionof similar policies by all states but clear
division of responsibilities among states. See Simmons 1994. The Bretton Woods systems, for example,
coordinated state behavior by creating expectations that the United States would behave differently from
other members of the system.

98. Donnelly surveys the landscape of human rights regimes. See Donnelly 1986. There may be excep-
tions to the generalization that international strategic interaction on human rights is minimal, for example,
when severe human-rights abuses lead to massive refugee � ows. This kind of logic could lead to testable
propositions within the issue area, for example, that institutions should function differently when such
externalities exist than under ‘‘normal’’ circumstances.
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begin differentiating between different types of institutional effects and developing
refutable propositions about the conditions under which we are most likely to ob-
serve such effects.

Conclusions

Studies of international institutionshave varied in their theoretical sophisticationand
frequency over time but have remained a staple of international relations research
and the pages of IO over the last � fty years. In this article we have examined the
development of these studies and outlined some promising directions for future re-
search on international institutions. Early studies of institutions were very much
problem-driven, focusing on the problems of the postwar world that some hoped
international organizations could solve. Although on balance realistic and insightful,
the results of these studies failed to cumulate, likely due to the lack of a disciplinary
or theoretical framework in which to situate the studies. A more scienti� c approach
showed itself in a newer wave of work on institutions, drawing on methods and
models of American politics. But because these models were in general poorly suited
to the realities of international politics, they failed to generate substantial new in-
sights. It was not until the 1980s, with the development of work on international
regimes and functionalist theories, that a more progressive research program on insti-
tutions arose.

One failing of the current research program, however, has been its intense focus on
proving that institutions matter, without sufficient attention to constructing well-
delineated causal mechanisms or explaining variation in institutional effects. We
consider two approaches that might move research beyond this impasse. First, we
ask whether applying recent models of domestic politics might be more successful
than have past attempts. We � nd scope for optimism here, since modern theories of
domestic institutions typically draw on similar assumptions of unenforceable agree-
ments and opportunisticbehavior by individuals that characterize most work in inter-
national relations. Finally, we turn to some more speci� c research directions that are
likely to give rise to important and testable propositions.These include more careful
consideration of distributional issues, the role of domestic politics, unanticipated
consequences, and a typology of institutional effects.

As we consider international institutions as both objects of strategic choice and
consequential, allowing them to serve as both dependent and independent variables
in our models, the potential for increasing our understanding of institutions and of
international politics in general is substantial, as preliminary empirical work has
begun to show. The earliest work on international institutions produced insights that
failed to add up to much because of the lack of an analytical framework in which to
situate these insights; the next generation of work had the bene� t of such a frame-
work, but one that was poorly suited to the task at hand. In this article, we hope to
have identi� ed lines of research that will combine the best of both worlds: theoreti-
cally grounded research on institutions that draws on assumptions that are appropri-
ate for the persistent problems of international relations.
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