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Copperation between regions: some key izsues

Cooperation between regions is crucially affected by the degree o+
cooperation within each single region, so let us start by
considering this aspect. To define a region from an economic and

~ a political point of view implies that countries partecipating to

a regional’ agreement have an incentives in doing so, i.e. they

reap benefits ‘259@ _Qaf§g¢ip§tﬁng” to an agreement. However

parfec1pat10n Eéféﬁiéﬁfégm?ﬁﬁf}hplies costs +or partecipating

members. a reglonal agraement may be de{1ned as a regime, i.e. =&

o "hW§é£“"6¥A“FUIES,' ndFﬁé,‘éhd “institutions arocund which actors
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_ Ehpectat1ons converge (Vrasner 1984) 'Ih'this respect & ragime is
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Ta public {or collective) good for countries partecipating to it.
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- The provision of public goods is costly as rules not only have to

l'be agreed upon but they must al;o be credible, i.e. they heve to

'fBé' enforced. Two ‘examples may clarify this point. Fartecipation

‘to  a monetary union provides benefits in  terms o 1ower
transaction codtE and lower uncertainty; it generatss cost  in

‘tarms 04 losq 04 monetary sover91gn1ty Fartecipation to a commom

”marPPt or custom unlon 1ncrea=es the welfare of members countries,

"howevpr 1f entalls costs 1n terms of 1nwer protection taor =cme of

”théh"ﬁat@ﬁﬁal”“iﬁddétfiéé;”
'”Tﬁé'iwéyr'ihrtwhichwgéépgrgthh'may be obtained depends on the
fé?ertgrém:pf ?ntgfﬁﬁ?ﬁcha} rélations, i.e. the distribution of
iﬁtgrnatioﬁal'pbﬁérr(Guérrigri aqd Fadoan 1983). Undesr conditions
of 'hegamopy' the presénce"of a_]arger, more powerful, countiry
assures the production of public gocds, i.e. the implementation

of a regime; a= the hegemon is able and willing to bear & more

than proportionate share of the costs of production of the public
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gocde. Smalier woountriss  will act & = (partial’ fres riders

h

insomuch &=z they will partscipatie to the benefits of regime

+

formation without payving their full share of supply costs.

Awhep' hegemony is absent, i.e. when _ther' distribution of
Tfh_tér‘ha‘tio—aal prower  is more syemetric, ;é@ﬁération is more
dif%icglt, although fortunately not imppssible. Conditions for
@adpeﬁation under Manarchy" or “Qligopoly" are the follow?qg

(dxelrod and Keohane 1785): a) agents (countries) must take a

T "1ang  timé herizen, i.e. they must be ready to undergo repeated

interaction among themselves 50 as tc'minimize ﬁhe incentives to
freoe ride; b) agentes muétrbe'?éady to gltér_#hg?r preferences so
as to define a feasible set:b¥f€§aéraﬁéYﬁ'Salqticna, i.e. they
muéf be ready to give Up =ome o*'fheirr strictly nationalistic

'gpalw to implement an internatipnalrégﬁéement}:;) the number of
agent= must be minimized so as to maximize reciprocal control
Vithis condition must be intehded-nat_'iﬁ its literal sense,
_ménimizgtion of the number of ;ountrie§}'bqt ip'its Wsubstaptial
sense, minimization of different natioqal’pasition); d) the role
of institutions {(as mechanisms which prov;de and distribute

informations about others’™ behavicur) must be enhanced so as to

stabilize the supectations sech agents has about other ‘agents’

¥u?ura behaviour.
The caze we ate interest in is obviously the latter —anarchy or
oligopoly~ sirce no szingle country in Europe, indeed in the whole
world, is in the positicon today to act as a full hegemon.

Once we assumes that the conditions for cooperation without

tegemony within one region are met we must turm cur attention teo




the cogperation between regions,

Coemperation between reqgiorns depends, s we zaid above, ¢lzo on the
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degree of cooperation, intermnzl cohesion, within each region. I+

i

“two regions enjoy the zame degree ot internzsl  cohesicon 1t i
cpnvén?ent to tregt each region as a unitary actor and apply the

conditions for cooperation without hegemony. COtherwise different

:options are possible.

_We_'ﬁi}I consisder these in a moment. Let us now recall that the

{quite limited) analysis of economic relations between regions
{see é.g. Krugman 1%8%) shows that the "spontaneocus” tendency for

each single region is to maximize internal integration and

protectior vis—a’'—-vis other regions., As a consaequence the pure”
economic outcome of a process of regionalization would be a
"molar" system, i.e. a sysztem of reqgichal blocs hardly

commuqicating with each other. Cooperation, and therefore further
integration, could arizge if the conditions for cooperation
without hegemony were to apply.

However these wmight not be suificient and cooperation would
simply not develop. A Ffurther condition can , however, be
introduced to help us cut: issue-linkage, or, more generally, the
mutual perception of the fact that countries belonging to
different regions or blocs are related not only by economic,
strategic, or political ties but by all of them simultaneously.
Tha theory of internationsl cocpasration has shown (Tollison  and

Willet 1979, Alt and Eichengreesn 1987, FPadoan 1989 that, "if

countries explicitly recognize this fact and zxploit it
constructively, they can inplement cooperative =greements «hich
lead to {further integraticn. Ceoperatic- in strategic and
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pm}ftica} affairs can srhance & homic comﬁeration and viceversa.
Te conclude this paragraph let us consider the case of twd
rETOng characterized by a different degree of internal
sohesion: let us suppose that cooperation is stronger in region A
angd  weaker in region B. This means that countries belonging to
region B have weaker incentives to cooperate , e.g. they are less

Willing to interact over a long time horizon and/ar they are less

willing to change their national preferences. Consequently, if

the "appropriate issue  linkages emerge, individual countries
belonging“‘to region' B might #ind it profitable te increase
their tiec with area A, starting a process ot integration on
individual or bilatEral“basisf‘Thé”devélopment of such a process
will depend, inter alia, on how area A will respond, which in turn
depends, again, on the degree of cooperation within the bloc. If
cooperation is strong within region A, this miggt well behave és
= unitary actor and develop a "common foreign economic policy”
vig—a'—vis the rest af the world. In such a case a situation of
"~egional hegemony"” wmight develop with bloc A acting as an
hegemon with respect to the single countries of area B. Zuch 2
relationship will develop, of course, if the hegemon f(area A)
finds enough incentives to increase integration with area K.
However, defining a commom foreign pelicy might result more
difficult for countries of region A than to cooperste in A
process of ihtegration among themselves. In such a case 8 RFOCESS
of bilateral cooperation might deveelop whetre single members ot
region A develop integration ties with single members of region

F.
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To sum up the process of cooperatisn between teo regiong may take
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up {at least) three forms: =) glehal cooperastion whsrse the two

regions cooperate as unitary actore:s b)) hegemonic cooperation

actor and countries of

W
oy
3
oo
r
‘.}l
1
~

where one region acts a as

region B act on individual bssisg c) bilateral cooperation where
cooperative agreements are defined on bilateral bazis between

single countries belonging to the two regions.

Problems of collective action in Eest-West cooperation

“"The present state of East-lWest relations seems to e taking

either structure b) hegemonic cooperation, or structure o

bilateral cooperation, rather than structure al, alobal

cooperation. In what follows we will +try to support this

statement and suggest possible scenarios.
“l;et” us start by considering the degree of coperation within the
West. Collective action in the West +cllows different levels. In
the first place, as the Malta summit has confirmed, the bilateral
relation -~ between the United Etates and ‘the Zoviet Union

represents a main point of reference for collective action in the
‘world system. Strategic confrontation hetween the two superpowers
is  developing into a form of bilateral cooperation on several
‘grounds, strategic , economic, and political tout-court. In other

words a bilateral strategic confrontation is developing into a

cooperative framework thanks to peasitive issue linkages bHetween

economics and security. This new form of cooperstior produces
positive externalities on the world =sy=tem insotar as it
generates new incentives to cooprration between BEast and West.

We will return to this point later.
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Cooperation within Western Europe 1S, paradbxically, more comples.
Croperation within the Community (and a fortiori for the rest of
Furepe) is non hegemonic es no single BEurocperan country is now in
the position to exert hegemonic leadership in the region.
Cooperation must therefore procesd along the lines of collective
action under anarchy discussed above. Some of these conditions
seem to be fulfilled in the Community. Countries do take a long
term wview in their interaction but they seem  at times less

willing to &lter their national preferences to achieve commGn

goals (the debate over monetary unification is a good example)

while the number of actors is certainly not so small as to

faciiitate cooperative solutions. On the other hand relative
strorng  Community  institutions do provide a solid network that
suppoir-ts cooperation.

The davelopments in éastern Europe may increase the
difficulties for thé‘process of cooperation in Western Europe in

the sence that some Community members may find it convenient to

developn bilateral relatiﬁns with eastern countries. The German
case is the most obvious but not the only example. The propensity
to develop special bilateral relations at present should notr be
considered as an alternative to the process of integration in the
Community, but rather an attempt to gain some leverage in order
to partecipate to the process of Western integration itgel4. To
take up the German example again stronger ties with East Germany
put  the Federa! Republic in a stronger bargaining position in
the perspective of both Monetary Union and Single Mar et

developments. The results of the Strashourg meeting, however,
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suggest that positive issus linksges betwesn EConaml and

political affairs- can enhance cooperation within the Commurnity.

A further area of concern comes from the +fact that develcopmentis

“in Fast-West relations are influencing the relations of the
Community “with developing countries. Increasing demand tor

o rgooperation coming s from Eastern Europe puts pressure on  the

resources the Community is willing to devote to +oreign
assistance, consequently the South risks to be "crowded cut” of
- -financtial " support. This possibility has produced growing

" protest from developing countries such as those belonging toc  the

ACFP  group which have a special relationship with the Community.

~ - Pressures coming from developing regions act with different force

on single Community members depending on their specitic naticnal

ties, thus increasing factors of attrition within +the Community

---———-and -increasing the difficulties in formultaing a comman palicy in
favour of Eastern countries.

‘The " "state of collective action within Eastern Euwrcpe ic  wesker

“‘than the one present in Western Europe, especially in the present

situation,

as the process of political and economic reforms is
" following  national lines which tend to weaken the ties

T represented by CMEA agreements, in spite of very recent attempts
-of- the " Soviet Union to relaunch CMEA as = supranational Dbody
(Coneider the very recent proposal ot Checkoslovakia to dismantle
CMEA or to withdraw unilaterally from it).
Thiz fact excludes at least for now, the "globsl cooperation”

scenario but still leaves open , as we mentioned, the two other

possibilities: hegemonic cooperation and bilateral agreements.
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