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the logic of two-level games
Robert D. Putnam

Introduction: the entanglements of domestic and
international politivs

Domestic politics and international refations are often somehow entangled,
but our theories have not vet sorted out the puzzling tangle. 1t is fruitless
tor debate whether domestic politics really determine international redations,
or the reverse. The answer to that guestion is clearly “Roth, sometimes.”
The more interesting questions are “When?" and “How?" This article offers
a theoretical approach to this issue, but I begin with a story that illustrates
the puzzie.

One ilhuminating example of how diplomacy and domestic politics can
become entangled culminated at the Bonn swmmit conference of 1978.7 In
the mid-1970s, a coordinated program of global reflition. led by the “lo-
comotive” economies of the United States, Germany, and Japan, had been
proposed to foster Western recovery from the first oil shock. This proposal
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had received a powerful boost {rom the incoming Carter administration and
was warmly supporied by the weaker counfries, as well as the Organization
for Economic Co-operation and Development {OECD) and many private
cconomists, who argued that it would overcome international payments i
balances and speed growth all around. Cn the other band, the Germans and
the Japanese protested that prudent and successful sconormic managers should
not be asked to bail out spendthrifts. Meanwhile, Jimmy Carter’s ambitious
National Fnergy Program remained deadlocked in Congress. while Helmut
Schmidt led a chorus of complaints about the Americans’ uncontrolled ap-
petite for imported oil and their apparent unconcern about the falling dollar,
All sides conceded that the world cconomy was in serious frouble, but it
was not clear which was more to blame, tight-fisted German and Japanese
fiscal policies or slack-jawed U.S, energy and monetary policies.

A¢ the Bonn summit, however, & comprehensive package deal was ap-
proved, the clearest case yet of a summit that left all participants happier
than when they arrived. Helmut Schmidt agreed to additional fiscal stimulus,
amounting {o 1 percent of GNP, Jimmy Carter commitied himiself to decon-
trol domestic oil prices by the end of 1980, and Takeo Fukuda pledged new
efforts to reach a 7 percent growth rate. Secondary elements in the Bonn
accord included French and British acquiescence in the Tokyo Round trade
negotiations: Japanese undertakings to foster import growth and restrain
exports; and a generic American promise to fight inflation. All in all, the
Bonn summit produced a balanced agreement of unparalleled breadth and
specificity. More remarkably, virtuaily all parts of the package were actually
implemented.

Most observers at the time welcomed the policies agreed to at Bonn,
although in retrospect there has been much debate about the economic
wisdom of this package deal. However, my concern here is not whether the
deal was wise economically, but how it became possible politically. My
research suggests, first, that the key governments at Bonn adopted policies
different from those that they would have pursued in the absence of inter-
national negotiations, but second, that agreement was possible only because
a# powerful minority within each government actually favored on domestic
‘grounds the policy being demanded internationally.

Within Germany, 4 political process catalyzed by foreign pressures was
surreptitiously orchestrated by expansionists inside the Schmidt govern-
‘ment. Contrary to the public mythology, the Bonn deal was not forced on
a reluctant or “altruistic’” Germany. In fact, officials in the Chancellor’s
Office and the Fceonomics Ministry. as well as in the Social Democratic party
and the frade unions, had argued privately in early 1978 that further stimulus
was domestically desirable, particularly in view of the approaching 1980
elections. However, they had little hope of overcoming the opposition of
the Finance Ministry, the Free Democratic party (part of the government
coalition), and the business and banking community, especially the leader-
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ship of the Bundesbank. Publicly, Helmut Schmidt posed as veluciant 1o the
end. Onoly his clogsest advisors suspecied the truth: that the chancellor et
himself be pushed™ inio a policy that he privately favored, but would have
found costly and perhaps impossible (o enact without the summit’s package
deal,

Analogousty, in Japan a coalition of business interests, the Ministry of
Trade and Industry (MET1), the Economic Planning Agency, and some ex-
pansiop-minded politicians within the Liberal Democratic Party pushed for
additiona} domestic stimulus, using U8, pressure as one of their prime
arguments against the stubborn resistance of the Ministry of Finance (MOF),
Without inferpal divisions in Tokyo, it is uniikely that the foreign demands

~would have been met, but without the external pressure, it is even more

gntikely that the expansionists could have overridden the powerful MOY.
“Seventy percent foreign pressure, 30 percent internal politics,”” was the
disgruntled judgment of vne MOF insider. “Fifty-filty,”” guessed an official
from MITL?

In the American case, oo, mternal politicking reinforced, and was rein-
forced by, the international pressure. During the summit preparations Amer-
ican negotiators oecasionally mvited their foreign counterparis to pul more

-pressure on the Americans to reduce ol imports. Key economic officials

within the administration favered a tougher enérgy policy, but they were
opposed by the president’s closest political aides, even afier the summif.
Moreover, congressional opponenis continued (o stymie oil price decontrol,
as they had ander both Nixon and Ford. Finallv, in April 1979, the president
decided on gradual administrative decontrol, bringing U8, prices up 10 workd
levels by Qctober 1981, His domestic advisors thus won a postponement of
this politicaily costly move until after the 1980 presidential election, but in
the end, virtually every one of the pledges made at Bonn was fulfilled. Both
proponents and opponents of decontrol agree that the swmmit commitment
was at the center of the administration’s heated intranmral debate during
the winter of 1978-79 and instrumenial in the final decision?

In short, the Bonn accord represented genuine international policy co-
ordination. Significant policy changes were pledged and implemesnted by the

key participanis. Moreover——although this counterfactual cladm 1% neces-

sarify harder 1o establish--those policy changes would very probably not
have been pursued (certainly not the same scale and within the same time

frame) in the absence of the international agreement. Within each country,

one faction supported the policy shift being demanded of its couniry inter-

3. For s comprehensive account of the Japanese story, see 1. M. Destier and Hisao Mitsayi,
“Locomotives on Different Tracks: Macroeconomic Diplomacy, 19771979 is 1. M. Destler
amd Hideo Sato, wds., Coplng with 115 ~Japanese Ecenomic Conflicts {Lexingion, Mass.:
Heahi, 1982} ) -

4. For an execlient accoimt of U.S, energy policy doring this period., see G, John Thenberry,
“Marker Solutions Tor $tate Froblems: The Internationad and Domestic Politics of American
Chl Decontyol,™” Imernationad Organizarion 42 {Winter 1988).
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nationafly, but that faction was injtfally outmumbered, Thus, iniersational
pressure was a necessary condition for these policy shifts. Gn the other
hand, without domestic resonance, interpationaf forces would not have suf-
ficed to produce the accord, no matier how balanced and intellectually per-
suasive the overall package, In the end. each ieader believed that what he
was doing was in his aation’s intersst—and probably in his own politiead

- interest, too, even though not all his aides agreed.” Yet without the semmit
accord he probably would not {or could not) have changed policies so casily.
in thai sense. the Bomm deal successfully meshed domestic and internationsl
Pressures.

Neither a purely domestic nor a purely international analysis could account
for this episode. Interpretations cast in ferms either of domestic causes and
international effects {“"Second Image™™®) or of international causes and do-
mestic effects (* Second Image Reversed” ™™ would represent merely ““partial

equilibrinm’’ analyses and would miss an important part of the story, namely,
how the domestic politics of several countries became eniangled vig an
international negotiation. The events of 1978 illustrate that we must aim
mmstead for “general equilibrivm™ theories that account simultaneously for
the interaction of domestic and international factors. This article suggests a
conceptual framework for understanding how diplomacy and domestic
politics interact.

Pomestic-international entanglements: the state of the art

Much of the existing liferature on relations between domestic and interna-
tional affairs consists either of ad hoc lists of countless “*domestic influences™
on foreign policy or of generic observations that national and international
affairs are somehow “linked. ™ James Rosenau was one of the first scholars
1o call attention to this area, but his elaborate taxonomy of *‘linkage politics™
generated little cumulative research, except fm‘ a flurry of wozk carrelating
domestic and miernational “confliet behavior.’

A second stream of relevant theorizing bem:m with the work by Karl

5. It s not clewr whether fimeay Carter fully understood the domestic implications of bis
Bonp pledge at the thoe. See Potnam and Henning, ~The Bonn Summit.” and Tkeaberry,
“Market Selutions for Siate Problems.™

6. Kenneth N. Waliz, Man, the Stare, wnrd War: A Theoretical Analvsts (New York: Columbia
University Press, 19580

7. Peter Goarevitch, " The Second {mage Reversed: The International Sources of Domestic
Politics,”" Inrernational Organization 32 (Autwmn 1978), pp. 881-911.

8.1 am indebied 1o Stephan Hagpaed for enlightening discussions about domestic influences
on intersatronal relations.

9. James Roseaau, ““Toward the Study of Natonal-International Linkages,™ in hiz Linkage
Politics: Essays on the Convergence of Nativnal and Dnrerngtional Systems (Néw York: Free
Press, 19691, as well as his “Theorizing Across Systems: Linkage Politics Revisited,”” in Jon-
athan Witkhenfeld, ¢d.. Conflict Behavior amd Linkage Politics {New York: David McKay, 19731,
especially p. 49,
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Deutsch and Ernst Haas on regional integration.’? Haas, in particular, em-
phasized the impact of parties and interest groups on the process of European
mtegration, and his notion of “spillover’ recognized the fecdback between
domestic and international developments. However, the central dependent
varialble in this work was the hypothesized evolution of new supranational
fnstitptions, rather than specific policy developments, and when European
integration stadled. so did this literature. The intellectual heirs of this tra-
dition, such as Joseph Nye and Robert Keohane, emphasized interdepend-
- grice and transnagionalism, but the role of domestic factors slippad more and
more out of focus, particularly as the concept of international regimes came
to dominate the subfield.?! _

The ““bureaucratic politics” scheol of foreign policy analysis inifiated
another promising atfack on the problem of domestic-international nter-
- action, As Grabam Allison noled, “*Applied o relations between nations,
the bureancratic politics model directs attention to intra-national games, the
overlap of which constitutes international relations,”™* Neveriheless, the
nature of this “overlap” remained unclarified, and the theoretical contri-
bution of this literature did not evolve much bevond the principle that buo-
reaucratic interests maiter in foreign policymaking.

More recently, the most sophisticated work on the domestic determinants
of foreign policy has focused on “structural™ factors, particularly “siate
“strength.” The landmark works of Peter Katzenstein and Siephen Krasner,
for example, showed the importance of domestic factors in forelzn economic
policy. Katzenstein captured the essence of the probleny: »"The main purpose
of all strategies of foreign economic policy is to make domestic policies
compaiible with the miernational political economy.”™" Both authors stressed
the crucial point that central decision-makers (Uthe state™) must be con-
cerned simultanecusly with domestic and international pressures.

1, Karl W, Deutseh et al., Poliricel Compuniiv in the Novth Atdantic Aren: Infernational
Lhrganization in the Light of Historieal Experience {Princeton: Princoton University Prass,
1937) and Beast B, Haus, The Uniting of Furope: Political, Soctal, and Feonomic Forces,
Fusp-2 37 (Stanford, Calif: Stanford University Press, 1958), .

11, Robert O, Keohane amd Joseph 8. Nyve, Power and Interdependence (Roston: Litle,
Browi, 1977), On the regime literatare, including its peglect of domestic factors, see Stephan
Haggard and Beih Ssmons, “Theories of Imternationat Regimes,”” farersational Organization
g1 iStummeyr 1987), pp. 491547,

12 Grohem T, Allison, Essence of Degision: Explaining the Ouban Afissife Orisis {Roston:
© Litle, Brown, 19713, p. 149,

13 Peter J, Katzensteln, ed., Bepween Power and Plenty: Foreign Feonomic Policies of
Advanced Induserial Srates (Mudison: Universily of Wisconsin Press, 1978). p. 4. Sce also
Katzenstzin, “Intersational Relations sad Domestic Structures: Foreizn Feonomic Policies of
Adsanved Tadustrial Staes,” Internarional Qrganizmion 30 (Winter 1976}, pn. 1-45; Stephen
B Kessoer, “United Swates Commercin) and Monetary Policy: Unravelling the Paradox of
Esternad Strength and Internal Weakness,™ in Katzenstein, Berween Power and Plenry, pp.
3187y wnd Keaswer, Defending the Nationad Interese: Reaw Moterials Invesmmerts and 175,
Foreipn Paticy (Princeson: Princeton University Pross, 1978).
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More debatable, however, is their identification of “'state strength’ as the
key variable of interest. Given the difficulties of measuring “*state strength,”
this approach courts tautology,™ and efforts 1o locate ndividual countries
on this ambiguous continuum have proved problematic. ™ “State strength,”
if reinterpreted as merely the opposite of governmental fragmentation, is no
doubt of some interest in the comparative study of foreign policy. However,
Gourevitch is quite correct to complain that “‘the strong state~weak state
argument suggests that . . . the identity of the governing coalition does not
matter, This is a very apolitical argument.”’™ Moreover, because “‘state
struciures’ (as conceived mn this literature) vary little from issue to issue or
from year to year, such explanations are ili-suited for explaining differences
ACFOSY 1SSUEs or across Ume (unless “time”” is measured in decades or cen-
turies). A more adequate account of the domestic determinants of forcign
policy and international relations must stress pelitics: parties, social classes,
inferest groups (both economic and nongconomic), fegislaiory, and even
public opinion and elections, not simply executive officials and nstitutionad
arrangements.’’
~ Some work in the “state-centric’” genre represents a unitarv-actor model

run amok. “The central proposition of this paper,” noies one recent study,

“is that the siate derives its interests from and advocates policies consistent

with the international system at all imes and under all circumstances.” ¥ In
© fact, on nearly all important issues “cemral decision-makers” disagree about
what the national interest and the international contexd demand. Even if we
arbitrarily exclude the legislature from “the state™ {as much of this literature
does), it is wrong to assume that the executive is upified inits views. Cerfainly
this was true in none of the states involved in the 1978 negofiations. What
was “'the’ position of the German or Japanese state on macroeconomic
policy in 1978, or of the American state on energy policy? IF the term *'state™
is to be used to mean “central decision-makers,” we shouold treat it as a
plural noun: not “the state, it . . . but “‘the state, they . . .7 Central ex-
ecutives have a special role in mediating domestic and international pressures
precisely because they are directly exposed to both spheres, not because

14, For example. see Krasner, “United States Commercial and Money Policy,” p. 350 “The
central analviic charactenistie that detormines the abilily of a siate 10 overcome domestic
rosistance i s strength in relation (0 #S own society,”

15. Helen Milner, **Resisting the Protectionist Temptation: bndustry and the Making of Trade
Policy in Frapce and the United Staues during the 19708 Internationad Organizedon 43
{(Autumn 1987), pp. 639-63.

16, Gourevitch, ““The Sccond imapge Reversed,” p. 903,

17. In their more descriptive work, “state-centric™ scholars are often sensitive 1o the impact

- of social and political condlicis, such as those between industry and finance, [abor and busimess,
- and expori-oricnted versus import-competing sectors. See Katrenstein, Benveon Power anid
Plenty, pp. 33338, for example.

18, Pavig A. Lake, “The Siate us Conduil; The Internadonal Sources of National Political
Action,” presepted at the 1984 spnual mecting of the American Political Science Association,
.13,
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they are united on all issues nor becabse they are inselated from domestic
politics,

Thus, the state-centric feeature is an uncertain foundation for theorizing
about how domestic and interpational politics inferact. More interesting are
recent works about the Impact of the international econemy on domestic
politics and domestic economic policy, such as those by Alt, Evans, Gour-
evilch, and Katzenstein.®® These case studies, representing diverse meth-
odological approaches, display a theoretical sophistication on the interna-
{ional-to-demestic causal connection far greater than is characteristic of -
comparable studies on the domestic-to-international half of the loop. Never-
theless, these works do nof parpori to account for instances of rectprocal
gausation, nor do they examine cases in which the domestic politivs of
severn] coupntries became entangled miernationally.

: In shofl, we need to move beyond the mere observation that domestic

- factors milaence international affairs and vice versa, and bevond simple
catalogs of instances of such influence, {o seek theories that integrate both
spheres, accounting for the areas of entanglement between them,

Two-level games: a metaphor
{or domestic-baternationad interactions

Over fwo decades ago Richard E. Walton and Robert B, McKersie offered
3 “behavioral theory™ of social negotiations that is sirikingly apphicable (o
international conflict and cooperation.” Thev pointed out, as all experienced
negotiators know, that the unitary-actor assumption is often radically mis-
leading, As Robert Strauss said of the Tokvo Round rade negotiations:
“During my tenure as Special Trade Representative, | spent as much time
negotiating with domestic constituents (both industry and labor) and mem-
bers of the U5, Congress as I did negotiating with our foreign trading

a1

partpers.” ™

9. Jampes B, Alr, ©Crede Politios: O and the Political Economy of Unemployment in Britain
wied Norway, [970-1983. British Journal of Palitical Seience VT {April 1987), np. 149-99; Peter
B, BEvans, Depeadeny Development: The Allinece of Muliinariondd, Srate, and Local Copiral
Cdn Brozil (Princeton: Princeton Universily Press, 1979 Peter Gourevitch, Polities in Hard

Fimes: Camparative Responses 1o tnrernational Ecoromic Crises (Ithaca, N.Y. Cornell Uni-
versity Press, 1986); Peter 1. Katzensicin, Small Stafes in World Markers: Indusesiad Policy in
Enrope {(fthaca, DY, Cornell University Press, 1985).
M. Richayd B, Walton and Robert 8. MceKersie, A Behavioral Theory of Labor Negoriations:
A Analysis of v Social Interaction System (New York: McGraw-Hill, 1965).
25, Robert 8. Swrauss, “Foreword,” in Joan B, Twiggs, The Tokvo Roumd of Mudtifareral
- Trade Negotiations: A Case Stuady in Building Domestic Support for Diplentacy (Washington,
PO Goorgetown University Tastitute for the Stody of Diplomacy, 1987}, p. vil, Former
Seoretary of Labor John Dunlop §s said o have remarked that bilateral nepotiations usoally
reguire. three agreements—ane avross the wble and one on each side of the fable,” as clied in
Huownred Raiffe, The Arr and Science of Negodation (Cambridge, Mass. Harvard University -
Press, 1982, g, 166
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The politics of many international pegotiaiions can usefully be conceived
as a two-level game, At the national level, domestic groups pursue their
interests by pressuring the government to adopt favorable policies, and pol-
iticians seck power by constructing coalitions among those groups. At the
international level, national governments seek 1o maximize their own ability
to satisty domestic pressures, while minimizing the adverse consequences
of foreign developments, Neither of the two games can be ignored by central
decision-makers, so long as their countries remain interdependent. vet sov-
ereign.

Fach national political leader appears at both game boards. Across the
infernational table sit his foreign counterparts, and at his elbows sit diplomats
and other international advisors. Arpund the domesiic table behind him sit
party and parlismentary figures, spokespersons for domestic agencies, rep-
resentatives of key interest groups, and the leader’s own political advisors,
The wnusual complexity of this two-level game is that moves that are rational
for a player at one board (such as raising energy prices. conceding territory,
or limiting auto imports) may be impolitic for that same plaver at the other

hoard. Nevertheless, there are powerful incentives for consisiengy between

the two sames. Players {and kibitzers) will tolerate somhe differences in
rhetoric between the two games, but in the end either energy prices rise or
they don't.

The political complexities for the players in this two-level game are stag-
zering, Any key player at the international table who is dissatisfied with the
outcome may upset the game board, and conversely, any leader who fails
to satisfy his fellow plavers at the domestic table risks bemng evicted from
his seat. On oceasion, however, clever players will spot a move on one board
that will trigger realignments on other boards. enabling them to achieve
otherwise unattainable objectives. This “two-table’” metaphor eapiures the
dynamics of the 1978 negotiations better than any model based on unitary
pational actors,

Other scholars have noted the multiple-game aature of intermational re-
lations. Like Walton and McKersie, Dandel Druckman has observed that a

negodiator “attemyds Yo build a package that will be acceprable both {0 the

w

other side and to lis bureaucracy, However, Drockmas models the do-
mestic and international processes separately and concludes that “‘the b
teraction between the processes . . . remains a topic for investigation.”™
Robert Axelrod has proposed a “*Gamma paradigm,” in which the U.S,
presulent pursues policies vis-a-vis the Soviet Union with an eye towards
mraximizing his popularity af home. However, this model disregards domestic

22, Dusiel Drucksan, Boundary Role Conflict; Negotiadon as Dual Responsiveness,”

1. William Zavtman, ed,, The Negotation Process: Theories and Applicaiions (Beverly Hills:

Bage. 1978, pp. 106~ 141, 109, For s review of the secial-psychological literansre on bargainors

_as representatives, see Dean G, Proily, Negotiation Behavior (Now York: Academic Pross,
19811, pp. 4143,
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cleavages, and it postulates that one of the international actors——the Soviet
Igadership—cares only about international gains and faces no domestic con-
straint while the other—the 1.8, president-cares only about domestic gains,
excepi-insofar as his public evaluates the internalional competition.™ Prob-
ably the most interesting empirically based theorizing about the connection
between domestic and international bargaining is that of Glenn Savder and
Paul Diesing. Though working in the neo-realist tradition with Bs conven-
flonal assumption of unitary actors, they found that, in fully haif of the crises
they studied, top decision-makers were nor unified. They concluded that
prediciion of mfernational ontcomes is significantly improved by undersiand-
ing internal bargaining, especially with respect to minimaily acceptable com-
promises,

Metaphors are not theories, but T am comforted by Max Black’s obser-
vation that ““perhaps every science must start with metaphor and end with
algebra; and perbaps withowt! the metaphor there would never bave been
any algebra.”™ Formal analysis of any game requires well-defined rules,
choices, payolls, players, and information, and even then, many simple two-
person, mixed-motive games have no determinate solution. Deriving analytic
solutions for two-level games will be a difficult challenge. In what follows |
hope (0 motivaie further work on that problem.

Towards a theery of ratification:
the importance of “win-sets”’

Consider the following stylized scenavio that might apply 1o any two-level
game. Negotiators representing two organizations meetf to reach an agree-
mend between them, subject to the constratnt thal any fenlative apreement
must be rafified by their respective organizations. The nogotiators sight be
heads of government representing nations, for example, or labor and man-
agement representatives, or party leaders in a multiparty coalition, or a
finance minister negotiating with an IMF team. or leaders of 2 House-Senate
conference commitiee, or ethme-group leaders in a consociational democ-
tacy. For the moment. we shall presume that each side is represented by a
single leader or “chief nepotiator,™ and that this individual has no indepen-

23, Robert Axelrod, “"Fhe Gammz Paradigm for Studyving the Domestic Infhueence on Forcgn
Policy."" preparved for delivery at the 1987 Annual Meoting of the International Studies Asso-
clalion. .

24, Glenn H. Snyder and Paut Dieving, Conrflicr Amosg Nations: Bargaining, Decision Mek-
ing, mad Sysiem Structure in fernavional Crises (Princeton: Princeton University Prass, 1977,
. S35, :

I8 Max Black, Models and Metaphors (Tthaca, MUY Cornell University Press, 1960, b,
242, a5 cited in Dunean Snidad, “The Game Theory of Internations! Politics,” Warkd Politics
38 (Quiober 19833, p. 300,
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dent policy preferences, but seeks simply to achieve an agreement that will
be attractive to his constituenis.®®
It is convenient analyticafly (0 decompose the process into two stages:
1. bargaining between the negotiators, leading 1o a tentative agreement;
call that Level 1.
2. separate discussions within each group of constituenis abeut whether
to ratify the agreement; call that Level 11

This sequential decomposition inio a negotiation phase and a ratification
phase is usefid) for purposes of exposition, although it is not descriptively
accurate. In praciice, expectational effects will be quite important. Theve
are likely to be prior considtations and bargaining at Level I to bammer
out an mitial position for the Level [ negotiations. Conversely, the aced for
Level I ratification is cerfain to affect the Level 1 bargaining. In fact, ex-
peciations of rejection at Level T may abort negotiations at Level | without
any formal action at Level . For example, even though both the American
and Iranian governments seem to have favored an arms-for-hostages deal,
negotiations collapsed as soon as they became public and thus liable to de
facto

=9

ratification.”” In many negotiations, the two-level process may be
iterative, as the pegotiators try out possible agreements and probe their
conpstituents” views, 1n more complicated cases, as we shall see later, the
constituents” views may themselves evolve in the course of the negotiations.,
Mévertheless, the requirement that any Level 1 agreement must, in the end.
be ratified at Level Il imposes a crucial theoretical link between the {wo
fevels.

“Ratification” may entail a formal voting procedure at Level 11, such as
the constitutionaily required two-thirds vote of the U.5. Senate for ratifying
treaties, but I use the term generically to refer 1o any decision-process at
Level 11 that i3 required to endorse or implement a Level I agreement,
whether formally or informally. It is sometimes convenient 1o think of rat-
ification as a parliamentary function, but that is not essential. The actors at
Level Il may represent buregucratic agencies, interest groups, social classes,
or even “public opinion.” For example, if labor unions in a debtor country
withhold necessary cooperation from an austerity program that the govern-
ment has negotinted with the IMF, Level II ratification of the agreement
Jmay be said to have failed; ex ante expectations about that prospect will
surely influence the Level | negotintions between the government-and the
IMF.

Pomestic ratification of international agreemenis axghl scem peculiar to
democracies. As the German Finance Minister recently observed, *"The limit
of expanded cooperation lies in the fact that we are democracies, and we

26. T avoid unnecessary complexity, my argument throughout is phrased in terms of 3 single

hiel negotiator, although in many cases some of his responsibilities may e delegated 1o aides,
Later i this article T relax the assumption that the negotiator has o independent preferences.
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need w secwre electoral majorities at home. " However, ratification need

- not be “democratic”™ in any normal sense. For example, in 1930 the Meiji
“Constitution was interpreted as giving a special role to the Japanese wmilitary
i the ratification of the London Naval Treaty™ and during the ratification
of any agreement between Catholics and Protestants in Morthern lreland,
presumably the IRA would throw ifs power onie the scales. We need only
stipplate that, for purposes of counting “votes™ in the ratification process,
different forms of political power can be reduced to some common denom-
inaEor, :

The only formal consiraint on the ratification process is that since the
identical agreement must be ratified by both sides, a preliminary Level |
agreement cannot be amended at Level {1 without reopening the Level |
negotiations. In other words, final ratificasion must be simply “voted’™ up
or down; any modification 1o the Level T agreement counis as a rejection,

- unless that modification is approved by all other parties to the agreement.”
Congresswoman Lymy Martin captured the logic of ratification when ex-
plaining her support for the 1986 1ax reform bill as it emerged from the
conference committes: "As worried as 1 am sbout what this bill does, 1 am
even more worried about the current code. The choice today 15 not between
this bill and a perfect bill; the choice is between this bill and the death of
tax veform, ™

Ciiven this set of arrangements, we may define the “win-set”™ for a given
Level 1 constituency as the set of all possible Level T agreements that would
Cwine-that i, gain the necessary majonty among the constifuents—when
simply voted up or down.*! For two guite different reasons, the contonrs of
the Level I win-sets are very importat for understanding Level 1 agros-

Cmenis.

First, larger win-sets make Level T agreement more kely, cereris paribus 3

By definition, any successful sgreement must fall within the Level 1 win-

7. Gerhardt Stoltenberg, Wall Street Journat Ewvope, 2 Oclober 1986, as ciied in C. Randall
Henning, Macroecongiic Diplemacy in the 1980y Domestic Politics and Internasionad Conflict
Among the United Stoies, Japan, aud Evope, Atlantic Paper No. 68 (New York: Croom Haelm,

_ for the Atlantic Tnstitute for Dsterputional Affairs, 1957), p. 1.

28, 1o Takashi, “Conflicts and Conlition in Japan, 1930 Political Groups and the Londen
Naval Disarmament Codference,” in Sven Groenndngs et al., eds, The Snudy of Coalirfon
Behavior (New York: Holr, Rinehart, & Winston, 1970% Koebavashi Tatsveo, “The London
Navad Treaty, 1930, in James W, Morley, ed., Japan Erepis: The London Naval Conferenie
dvad the Manchurivn Incidens, 1938-J932 (New York: Colombis University Press, 1984), oo,
11137, 1 am indebied vo William Jarosz for this example.

29, This stipulation is, in fact, characterisiie of most real-world vatfication procedures, sock
as House-and Sennte action on conforence commities reports, although it s somewhst viclated
by the occasional practice of appending “reservations’™ 1o the ratifcation of treaties.

30, New York Tiimes, 26 September 1986,

31 For the conception of win-set, see Kenneth A, Shepsle and Barry R, Weingast, “The
Institutiona! Foundations of Commitiee Power.”” American Paoliticel Scieace Review §1 {(March
19873, pp. 85~104. T am indebied to Professor Shepsle for much help on this topic.

32, To avoid tedium, T do not repeat the “other things being equal™ provise in cach of the
proposittons that folow, Under some olrowmstanges an expanded win-set might actuaily make
practicable some outcome that coald tngger = ditenmia of coliective acton, See Vincent P.
Crawiord, A Theory of Disagreemant in Bargaining,” Feonomerrica 5 {May 19823, pp. 607~
37,

{
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sets of each of the parties to the accord. Thus. agreement is possible only
if those win-sets overlap, and the larger cach win-set, the move likely they
are 10 overlap. Conversely, the smaller the win-sets, the greater the risk that
the negotiations will break down. For example, during the prolonged pre-

- war Anglo-Argentine negotiations over the Falklands/Malvinas, several ten-
talive agreements were rejected in one capital or the other for domestic
political reasons: when it became clear that the initial British and Argentine
win-sets did not overlap at all, war became virtually inevitable.

A brief, but important digression: The possibility of failed ratification
suggests that game theoretical analyses should distinguish between volunzary
and involuntary defection. Voluntary defection refers to reneging by a ra-
tional egoist in the absence of enforceable contracis—the much-analyzed
problem posed, for example, in the prisoner’s dilemma and other dilemmas
of collective action. Involuntary defection instead reflects the behavior of
an agent who is unable to deliver on a promise because of failed vatification.
Even though these two types of behavior may be difficult to disentangle in
some insiances, the undertyving logic Is quite different.

The prospects for international cooperation in an anarchic, **self-help™
world are often said to be poor because “unfortunately, policy makers gen-
erally have an incentive to cheat.”™ However, as Axelrod. Keohane, and
others have pointed oul, the temptation to defect can be dramatically reduced

~among players who expect to meet again.? If policymakers in an anarchic
workld were in fact constantly tempied to cheat, certain features of the 1978
story would be very anomalous. For example, even though the Bona agree-
ment was npegotiated with exquisite care, it contained no provisions for
temporal balance, sequencing, or partial conditionality that might have pro-
tected the parties from unexpected defection. Moreover, the Germans and
the Japanese irretrievably enacted their parts of the bargain more than six
months before the president’s action on oil price decontrol and nearly two
years before thar decision was implemented, Once they had done so, the
temptation to the president to renege should have been overpowering, but
in fact virtually no one on either side of the decontrol debate within the
administration dismissed the Bonn pledge as irrelevant. In short, the Boan
“promise’” had political weight, because reneging would have had high po-
itical and diplomatic costs,

33 The Sumduy Times Insight Team, The Fafkiands War (London: Sphere, 1982 Max
Hastings and Simon Jenking, The Bartle for the Folkiands (New York: Norton, 19841 Adejandrn
Dabat and Luds Lorenzano, Argentina: The Malvinas and the End of Military Rule (London:
Verso, 19841 1 am indebted to Lovise Richardson for these citstions.

34 Matthew E. Canzoveri and Jo Amna Gray, “Two Essays on Monetary Policy W an
Interdependent World,” Intermational Finanee Discussion Paper 219 (Board of Governors of
he Federal Reserve System, February 1083),

35, Robert Axelred. The Evolution of Conperation (New York: Basic Books, 1984); Robert
Q. Rechane, After Hegomeny: Caoperation and Discord in the World Political Fearonmy
{Princeton: Princeton University Press, 1984), esp. p. 116; and the special issue of World
Politics, “Cooperation Under Aparchy.” Kenneth A. Ove, ed., vol. 38 (October 1985),
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On the other hand, in any two-level game, the credibility of an official
commitment may be low, even if the reputational costs of reneging are high,
for the negotiator may be unable to guarantee ralification. The failure of
Congress to ratify abolition of the American Selling Price™ as previously
agreed during the Kennedy Round trade negotiations is one classic instance;
another s the inabslity of Japanese Prime Minister Sato 1o deliver on a
promise made to President Nixon during the “Textile Wrangle."™ A key
obstacle 10 Western economic coordination in 198587 was the Germans’
fear that the Reagan administration would be politically unable to carry out

- any commitment it might make to cut the 1.8, budget deficit, no matier
how well-indentioned the president. '

Unitke concerns about voluntary defection, concern about “deliver-abil-
iy’ was a prominent element in the Bonn negotiations. In the post-summit

“press conference, Prestdent Carter stressed that “each of us has been careful

aot to promise more than be can deliver.” A major issue throughout the
negotiations was Carter’s own ability to deliver on his energy commitments.
The Americans worked hard 1o convince the others, first, that the president
was under severe domestic political constraints on energy issues, which
Jimited what he could promise, but second, that he could deliver what he
was prepared to promise. The negotiators i 1978 seemed to follow this
presumption about one another: “He will do what he has promised, so long
a8 what he has promised is clear and within hig power.™

Tnveluntary defection, and the fear of it, can be just as fatal o prospects
for cooperation as voluntary defection. Moreover, in some cases, it may be
difficuit, both for the other side and for outside analysis, 1o distinguish

Cvoluntary and involuntary defection, particularly since 2 strategic negotiator
might seek o misrepresent a voluntary defection as involuntary. Such be-
Cbavior is iself presumably suldect 1o some repitational constraints, although
it is an Important empirical guestion how far reputations generalize from
codlectvities 10 negobators and vice versa, Credibility (and thus the ability
10 strike deals) at Level s eshanced by a negotintor's (demonstrated) ability
to detiver’” at Level 11 this was a major strength of Robert Strauss in the
Tokve Round negotiations, ¥
Involuntary defection can ondy be understood within the framework of a
Ctwo-level game. Thus, to return to the issue of win-sets, the smaller the win-
‘sets, the greater the risk of involuntury defection, and hence the more ap-
plicable the litersture abont dilemmas of collective action ™

36, L M. Destler, Haruhiro Fekui, and Hideo Sato, The Texpile Wrangle: Conflict in Faparnese-
Aperican Reladdons, J969-J071 (thaen, N.Y. Comell University Press, (970, pp. 12157,

37 Gilbert B, Winhany, “Robert Strauss, the MTM, and the Conteal of Faction.” Journal
of World Trady Law 13 (September-Oetober 19801, pe 37797, and bis fnrernational Tyude
and the Tokye Rownd (Princeton: Prnceton University Press, 19863,

38, This discossion implicidy assumes uncertainiy shout the contours of the wis-seis o the
part of the Level 1 negotiniors, for if the win-sers wore known with certainty, the negotistors
woldd nover propose for radlieatton s agreement that would be vajocted,
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The second reason why win-set size is imporiant is that the relative size
of the respective Level T win-sets will affect the distribudion of the joint pains
from the international bargain. The farger the perceived win-sef of a nego-
tiator, the more he can be ““pushed around”” by the other Level | negotiators.
Comversely, a small domestic win-set can be o bargaining advantage: 7T'd
jike to accept your proposal, but I could never get it accepted at home.™
Lamenting the domestic constraints under which one must operate is {in the
words of one experienced British diplomat) “the natural thing to say at the
beginning of a tough negotiation.”™

This general principle was, of course, first noted by Thomas Schedling
nearly thirty years ago:

The power of a negotiator often rests on a manifest inability to make
concessions and meet demands. . . . When the United States Govern-
ment negotiates with other poverments . . . if the executive branch ne-
gotiates under legislative authoerity, with its position constrained by
law, . . . then the executive branch has a firm position that is visible to
its negotiating partpers. . . . [Of course, strategics such as this] run the
risk of establishing-an 1mmovabte position that goes beyond the ability
of the other to concede, and thereby provoke ihc likelihood of stale-
mate or breakdown.™

Writing from a strategist’s point of view, Schelling stressed ways in which
win-sets may be manipulated, but even when the win-set itself is beyond
the negotiator's control, he may exploit its leverage. A Third World leader
whose domestic position is refatively weak (Argentina’s Alfonsin?) should
be able to drive a befter bargain with his infernational creditors, other things
being equal, than one whose domestic standing is more solid (Mexico's de
Ia Madrid?)."* The difficulties of winning congressional ratification are often
gxploited by American negotiators, During the negotiation of the Panama
" Canal Treaty, for example, *‘the Secretary of State warned the Panamanians
several iimes . . . that the mew freaty would have to be acceptable to at least
sixty-seven senators,”” and “Cartét, in a personal letter to Torrijos, warned
that further concessions by the United States wonld seriously threaten chances
for Senate ratification.”™ Precisely fo forestall snch tactics, opponents may
demand that a negotiator ensure himself “negotiating room™ at Level I
befare opening the Level 1 negotiations.

The “‘sweet-and-sour” implications of win-set size are sommarized in
Figure 1, vepresenting o simple zero-sum game between X and Y. X, and

35, Geoftrey W. Harrison, in John C. Campbell, ed., Successfid ,Vm;mmrwn Triesie 1954
{Princefon: Princeton Lmversiiy Press, 1978), p. 62.

4y, Thomas €, Schelling, The Smraregy of Conflicy (Cambridge, Mass,: Harvard Universily
Press, 19603, pp, 19-28.

41, ¥ am grateful o Lara Patoam for this example. For supporting evidence, see Robert R.
Kaufinan, “"Democratic and Authorttarian Responses to the Debt Issuer Argenting, Brazil,
- Mexico,” International Organtzarion 39 (Summer 1983), pp. 473-303.

$2. W, Mark Habeeb and 1. Willlam Zartoan, The Penama Conal Negetiotons (Washinglon,
B.C: Jobins Hopkins Foreign Policy Instinge, 19565 pp. 40, 42,
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FIGURE 1. Effecis of reducing win-set size

Ywm represent the maximum outcomes for X and Y, respectively. while X
and Y, represent the minimal outcomes that could be ratified. At this stage
any agreement in the range between X; and Y, could be ratified by both
parties. i the win-set of Y were contracted to, say, Y (perhaps by requiring
a larger madority for ratification), outcomes between Y, and Ys would no
longer be feasible, and the range of feasible agreements would thus be trun-
cated in Y's favor, However, if Y, emboldened by this success, were (o
reduce ity win-set still further to Yy {perhaps by reguiring upanimity for
ratification), the negotintors would suddenly find themselves deadlocked,
for the win-sets no longer overlap at all.®

Determinants of the win-get

1t is imporiant to understand what circumstances affect win-set size. Three
seis of factors are especially important:

43, Beversl investiguiors in other fields bave recently proposed models of linked games akin
to this Vewo-devel”™ game, Kennoeth A, Shepsie and his colleagues have used the. notion of
Simerconnected games” 1o analyie, for example, the stratey of a lepislator simulanecusly

- embeédded In two games, ond in the legislative arena and the other in the electors] arens. In
this modet, a given action is simultancousty a move in 1wo different pames, and one player
minizes the sum of his payoffs from the two games. See Arthur Denzac, Witliam Riker, and
Kenneth Shepsle, “Farqubarson and Fenno: Sophisticated Voting and Home Style,” American
Fafitieal Science Review 79 (Decomber 19857, pp. 1117341 and Kenneth Shepsie, “Cooperation
and Institutional Arvangements,”” unpublished manuscript, February 1986, This approach is
simifar to models recently developed by economists working in thé “rations] expectations™
genre, Tn these models, a government contendy simultancously against other governments and
agiinst domestic trade vaions over monetary policy. See, for example, Kenneth Rogoff, “Can
[mernational Monetary Policy Cooperation be Coumerproductive,” Jowrnal of Fnferntional
Leonemics 18 (May 1085}, pp. 199-217, and Roland Vaobel, ™A Public Cholce Approwh o
fateruational Ovgavization,” Pubfic Cholce 31 {19863, pp. 1957, Georpe Fsebelis (" Nesied
Games: The Cohesion of French Coulitions,” British Joumal of Political Seivne 18 [April
19881, pp. 145707 bas developed o theory of “nested pames,” in which two alliances play 2
chmpetitive game o detormine total payvolTs, while the individual plavers within eaclt alliance
conlend over their shares. Frilz Sharpf (A Game-Theoretical Interpretaiion of Inflation and

- Uncoployment in Western Burope,™ Journat of Pablic Policy 7 |1988], pp. 227-257) interprets
macroeconiis policy as the joint outcome of two simuitancous pames: in one, the governmeni

Cplays against the unions, while in the oiher, it responds 0 the anticipited reactons of the
electorate. James B, Alt and Barry Eichengreen (' Paratlel and Overdapping Games: Theory
aned an Appligation o the Buropean Gas Trede,” unpoblished manuseript, November 1987)
oifer # bropder typology of linked games, distinguishing between “parallel™ gamses, In which
“the soame opponents play againgt one another at the same tme in movre than one srens,” and
Poverlapping” games, which arise “whea a parionlar plaver is engaped ot the same time in
games sgaiust distinet opponents, and when the sirategy pursued in one game Hmits ihe sirais
egies wviifable to the other.™ Detailed comparison of these various Hnked-game models 38 4
task for the futere.
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» Level 1T preferences and coalitions
« Level Il institutions
« Level § negotiators’ strategies

Let us consider each v turn.

1. The size of the win-set depends on the distribution of
power, preferences, and possible coalitions among Level 11
COoRstituents.

Any testable two-level theory of nfernational negotiation must be rooted
in a theory of domestic politics, that is, a theory about the power and
preferences of the major actors at Level 11, This is not the occasion foreven
a cursory evalnation of the relevant alternatives, except to note that the two-
level conceptual framework could in principle be married to such diverse
perspectives as Marxism, Interest group pluralism, bureancratic politics, and
ngo-corporatism. For example, arms negotintions might be interpreted in
terms of a bureaucratic politics model of Level 1 politicking, while class
-analysis or neo-corporatism might be appropriate for analvzing international
magroeconomic coprdination.

Abstracting from the details of Level I politics, however, it is possible
to sketch certam principles that govert the size of the win-sets. For example, | |
the lower the cost of “"no-agreement”™ 10 constituents, the smaller the win- ]
ser.* Recall that ratification pits the proposed agreement, nof againsi an
array of other (possibly attractive) alternatives, bat ondy against “no-agree-
ment. ™ No-agreement often represents the status quo, although in some
cases no-agreement may in fact lead to a worsening situation; that might be
a reasonable description of the failed ratification of the Versailles Treaty.

Some constituents may face fow costs from no-agreement, and others high
costs, and the former will be more skeptical of Level | agreements than the
Iatter, Members of two-wage-eamer families should be readier to strike, for
example, than sole breadwinners, and small-town barbers should be more
isolationist than international bankers. In this senge, some constituents may
offer either generic opposition to, or generic support for, Level I agreements,
more or less independently of the specific content of the agreement, although
paturally ofther constituents’ decisions about ratification will be closely con-
ditioned on the specifics. The size of the win-set (and thus the pegotiating

44, Thomas Romer and Howard Rosenthal, “"Political Resource Allocarion, Controlied Agen-
das, and the Statas G, Publie Chofee 33 (no, 4, 1978), pp. 27-44.

45, In more formal tresoments, the aoc-agreement outcome s called the “reversion point.™
A given constiluent's evaloation of no-agreement corresponds o whal Raiffa terms a selier's
“walk-wway price,” that is, the price below which he would prefer “no-deat,” (Railla, Arr and
Seience of Negotarion.s Noagreement 1s equivalent 1o what Sayder and Dicsing term “hreak-
down,™ oF the cxpetted vost of war, (Snvder and Diesing, Conflicd Amang Nations
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roont of the Level I negotiator) depends on the relative size of the “isola-
tionist’” forces {who oppose International cooperation in general) and the
“mternationalists” {whe offer “all-purpose™ support). All-purpose support
for international agresments is probably greater in smaller, more dependent
countries with more open cconomies, as compared to more self-sufficient
countries, like the United Staies, for most of whose citizens the costys of no-

Cagreement are generally Jower. Ceteris puribus, more self-sufficient states
with smaller win-sets should make féwer international agreements and drive
harder bargains in those that they do make. _

In some cases, evaluation of no-agreement may be the only significant
disagreement among the Level I constituents, because their interests are
relatively homogeneous. For example, if oil imports are to be limited by an
agreement among the constming nations—the sort of accord sought at the
Tokyo summit of 1979, for example—then presumably every constituent
would prefer to maximize his nation’s share of the available supply. although
some constituents may be more reluctant than others to push too hard, for
fear of Tosing the agreement entirely. Similarly, in most wage negotiations,

- the interests of constitnents (either workers or sharcholders) are relatively
homogeneous, and the most significant cleavage within the Level 11 consti-
tuencies is likely 10 be between “hawks™ and “doves,” depending on their
willingness to risk a strike. (Walton and MoKersie refer 10 these as “bound-
ary” conflicts, in which the negotiator is canght between his constituency
and ihe external organization.} Other infernational examples in which do-
mestic igterests are relatively homogeneous except for the evaluation of
no-agreement might include the SALT talks, the Panama Canal Treaty ne-
gatiations, and the Arab-Israeli conflict. A negetiator is unlikely to face
eriticism at home that a proposed agreement reduces the opponents’ arms
too much, offers too Httle compensation for foreign concessions, or conlains
too few security guarantees for the other side, although in each case opinions
may differ on how much to risk a negotiating deadlock in order to achieve
these objectives,

The distinctive nature of such *"homogeneous™ issues is thrown inlo sharp
relief by contrasting them o cases in which constituents’ preferences are
more heterogeneous, so thud any Level | agreement bears unevenly on them,
Thus, an internationally coordinated reflation may encounter domestic op-
position both from those who think it goes too far (bankers, for example)
and from those who think it does not go far enough {unions, Tor example),
In 1919, some Americans opposed the Versailles Treaty because it was too
harsh on the defeated powers and others because it was too lenient. ™ Such
patterns are even more common, as we shall shortly see, where the nego-

~tiation involves multiple issties, such as an arms agreement that involves

tradeolfs between seaborne and airborag weapons, or a labor agreersent that
46, Thomas A, Bailley, Woodrow Wilson and the Grear Retraval {(New York: Macmillan,
19433, pp. 1637,
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involves tradeoffs between take-home pay and pensions. {Walton and McKersie
term these “factional” conflicts, because the negotiator is canght between
contending factions within his own organizaiion.)

The problems facing Level T negotiators dealing with a homogeneous tor
“houndary”) conflict are quite different from those facing negotiators dealing
with a heterogeneons {or **factional”) conflict. In the former case, the more
the pegotiator can win at Level I—the higher his national oil allocation, the
deeper the cuts in Soviet throw-weight, the lower the rent he promises for
the Canal, and so one—ithe betier his odds of winning ratification. In such
cases, the negotiator may use the implicit threat from his own hawks to
maximize his gains (or minimize his losses) at Level 1, as Carter and Vance
did in dealing with the Panamanians. Glancing over his shoulder at Level
11, the negotiator's main problem in a homogencous conflict 18 to manage
the discrepancy between his constituents” expectations and the negotiable
outcome. Neither negotiator is likely o find much sympathy for the enemy’s
demands among his own constituents, nor much support for his constituents’
positions in the enemy camp. The effect of domestic division, embodied in
hard-line opposition from hawks, is to raise the risk of involuntary defection
and thus to impede agreement at Level . The common belief that domestic
politics is imimical to international cooperation no doubt derives from such
CHsas,

The task of a negotiator grappling instead with a heferogeneous conflict
is mare complicated, but potentinlly more inleresting. Sceking {0 maximize
the chances of ratification, he cannot follow a simple ““the more, the belter”
rule of thumb: imposing more severe reparations on the Germans in §919
would have gained some votes at Level 11 but lost others, as would hastening
the decontrol of domestic oil prices in 1978. In some cases, these lines of
cleavage within the Level I constituencies will cut across the Level T di-
vision, and the Level 1 negotiator may find silent allies at his opponent’s
domestic table, German labor upions might welcome foreign pressure on
their own government to adopt & more expansive fiscal policy, and Tialian
bankers might welcome international demands for a more austere Italian
monetary policy. Thus transnational alignments may emerge, taclt or ex-
plicit, it which domestic interests pressure their respective governments (o
adopt mutually supportive policies, This is, of course, my mterprefation of
the 1978 Bonn summit accord.

In such cases, domestic divisions may actually improve the prospects for
international cooperation. For example, consider two different distributions
- of constituents’ preferences as between three alternatives: A, B, and no-
agreement. IT 45 percent of the constituents rank these A = no-agreement >
B, 45 percent rank them B > po-agreement > A, and 10 pereent rank them
B = A > no-agrecment, then both A and B are in the win-set, even though
B would win in a simple Level-Il-only game. On the other hand, if 90 percent
tank the alternatives A > no-agreement > B, while 10 percent stll rank
them B > A > no-agreement, then only A is in the win-set. In this sense,
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Ca government that is internally divided is more likely o be able to strike a
deal internationally than one that is frmly committed to a single policy.¥?
Conversely, to Impose binding ex ante instructions on the negoliators in
such a case might exclode some Level 1 outcomes that would, in fact, be
fatifiable in both nations. ™
Thus far we have implcitly assumed that all eligible constitusnts will
participate in the ratification process. Tn fact, however, participation rates
vary across groups and across issues, and this variation often has implica-
tions for the size of the win-set. For example, when the costs and/or benefits
of a proposed agreement are relatively concentrated. it is reasonable to
~expect that those constituents whose interests are most affected will exert
special influence on the ratification process. ™ One reason why Level I games
are more important for rade negotiations than in monetary matters is that
the “abstention rate™ is higher on international monetary issues than on
frade issues ™
The composiiton of the active Level H constituency (and henee the char-
acter of the win-set) also varies with the politicization of the issue. Politi-
cization often acfivates groups who are less worried aboui the costs of bo-
agreement, thus reducing the effective win-set. For example, politicization
of the Panama Canal issue seems to have reduced the negotiating flexibility
on both sides of the diplomatic table.™ This is one reason why most profes-
sional diplomats emphasize the value of secrecy to successful negotiations.
However, Woadrow Wilson's transcontinental tour in 1919 reflected the
oppesite caleulation, namely, fhat by expanding the active constituency he
could ensure ratification of the Versailles Treaty, although in the end this
strategy proved frujtiess, ™
Another important vestriction of our discussion thus Tar has been the

47. Haiffa notes that “the more diffuse the positions are within each side, the casier it might
be o achieve external agresment.” (Raitfa, Arr and Science of Negotiotion, p. 125 For the
comrventional view, by contrast, that domestic unity is gencrally a precondition for international
agteement, see Michael Artis and Sylvia Qsiry, Srerneiional Economic Policy Covedinaiion.
Chatham House Papers: 30 (London: Rontledge & Kegan Pavl, 1986), pp. 7376,

48, “Meaningful consultstion with other nations becomes very difficelt when the internal
process of decision-making sheady has some of the charactenistics of compacts between fquasi-
sovereign entities. These is an ncreasimg reluciance {0 huzard a hard-won domestic consensus
in an idersdtional forum.” Heary A, Kissiogar, “Domestic Stracture snd Forelgn Palicy, in
Cames N, Rosenau, ed., Tnrernational Politics and Forelpr Policy (New York: Froe Press,

1963, p, 266,

49, See Yomes Q. Wilson, Politicel Organization (New York: Basic Books, 19753 on how the
politics of an issue are affected by whether the costs and the benefits are concentrated or
ditluse,

30, Another factor fostertng abstention Ts the greater complexity and opneity of moneiary
issues: as Gilbart R, Winhun (U Complexity in nternationsl Negotiation,” in Daniel Dyackeian,

ed., Negariations: A Sdclal-Psycholegival Perspeetive [Beverly Hills: Sage. 1977, p. 36D
. observes, “complexily can strensthen the hand of u negotiater vis-f-vis the organization he
epresents. :

31, Habeeb and Zavtean, Paname Conad Negotiations.

32, Badey, Witsan and the Great Betraval,
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assumption that the negotiations involve only one issue. Relaxing this as-
sutnption has powerful consequences for the play at both levels.” Various
groups at Level I are likely to have quite different preferences on the several
issues involved in a multi-issue negotintion. As & general rule, the group
with the greatest inferest in a specific issue is also likely 1o hokl the most
extreme position on that issue. In the Law of the Sea negotistions, for
gxample, the Defense Department felt most strongly about sea-lanes, the
Department of the Interior about sea-bed rining rights, and so on.™ If each
group is allowed to fix the Level I negotiating position for *'its” issue, the
resulting package is almost sure to be “‘non-negotiable’ (that is, non-rati-
fiable in opposing capitals).® .

Thus, the chief negotiator is faced with tradeoifs across different issues:
how much to yvield on mining rights in order to get sea-lane protection, how
srich to vield on citrus exports to get a betier deal on beef, and so on. The
mmplication of these tradeotfs for the respective win-sets ¢an be analyzed in
terms of iso-vote or “political indifference’” curves. This technique is anal-
ogous o conventional indifference curve analysis, except that the opera-
tional measure is vote loss, not utility loss. Figure 2 provides an illustrative
Edgeworth box analysis,” The most-preferred outcome for A {the cutcome
which wing unanimous approval from both the beef industry and the cifrus
indusiry) is the upper right-hand corner {Ay), and each curve concave to
point Ay represents the locus of all possible tradeoffs between the inferests
of ranchers and farmers, such that the net vote in favor of ratification at A™s
Level i1 is constant, The bold contour A-A; represents the minimal vole
necessary for ratification by A, and the wedge-shaped area northeast of
As—-Az represents A's win-set. Similarly. BB, represents the outcomes that
are minimally ratifiable by B, and the lens-shaped area between A,-A, and
BB, represents the set of feasible agreemenis. Although additional sub-
tleties (such as the nature of the “contract curve’™) might be extracted from
this sort of analysis, the central point is simple: the possibility of package
deals opens up a rich array of strategic allernatives for negotiatorg in a two-
level game.

One kind of issue hinkage is absohtely crucial 1o understanding how do-
Cmestic and imternational politics can become entangled.” Suppose that a
majority of constituents st Level I oppose a given policy {say, oil price

331 am grateful o Frast 8. Hass and Robert O, Keohane for helpfnl sdvice on this point.

34, Ann L. Hollick, U.8. Forelgn Policy and the Law of the Sea (Princeton: Princeton
University Pross, 1981), especially pp. 208-37, and James K. Sebenius, Negotiaring the Law
of the Seq (Cambridge, Mass.: Harvard University Press, 1984), especiafly pp. 7478,

53, Raiffa, Art and Science of Negoiiation, p. 175, .

56, 1 am indebted w Lisa Martin and Kenneth Shepsie for suggesting this approach, although
they are nol sesponsible for my application of it Note that this consiruction assumes that each
wssue, taken mdividually, is 2 “homogeneous® type, not a “heterogencous™ {ype. Coustruching
iso-vote curves for heterogencous-type issues is more complicated.

57, 1 am grateful 1o Heory Brady for clarifyving this point for me,
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decontrol), but that some members of that majority would be willing to swilch
their vote on that issue in return for more jobs {say, in export industries).
f bargaining is limited to Level I, that tradeoff is not technically feasible,
it if the chief negotiator can broker an international deal that delivers more
Jobs (say, via faster growth abread), he can, in effect, overturn the initial

outcome at the domestic table. Such a transnational issue linkage was a
-~ erueial element in the 1978 Bonn accord.

Note that this stralegy works not by changing the preferences of any
domestic constituents, but rather by creating a policy option (such as faster
export growth) that was previously beyond domestic control, Hence, I refer
to this type of issue linkage at Level I that alters the feasible outcomes at

- Level 11 as synergistic linkage. For example, “'in the Tokyo Round . . .
- nations used negotiation fo achieve internal reform in situations where con-
stituency pressures would otherwise prevent action without the pressure
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{and tradeoff benefits) that an external partner conld provide.”™ Economic
interdependence multiplies the opportunities for altering domestic coalitions
(and thus policy outcomes) by expanding the set of feasible alternatives in
this way--in effect, creating political entanglements across mational bound-
aries. Thus, we should expect svnergistic linkage (which is, by definition,
explicable only in terms of two-level analysis) to become more frequent as
interdependence grows.

2. The size of the win-set depends on the Le sef 1
political ingtitutions.

Ratification procedures clearly affect the size of the win-sel. For example,
if a two-thirds vote is required for ratification, the win-set will almost cer-
tainly be smaller than i only a simple majority iy reguired. As one experi-
enced observer has written: **Under the Constitution, thirty-four of the one
hundred senators can block ratification of any treaty. This i an nnbappy
and unique feature of our democracy. Becaudse of the effective vete power
of a small group. many worthy agreements have been rejected, and many
treaties are never considered for ratification.”™ As noted earlier, the U5,
separation of powers imposes a tighter constraint on the American win-set
than is frue n many other countries. This increases the bargaining power
of American negotiators, but it also reduces the scope for infernational
cooperation. It raises the odds for involuntary defection and makes potential
partners warier about dealing with the Americans.

The Trade Expansion Act of 1974 modified U.5. ratification procedures
in an effort to reduce the likelihood of congressional tampering with the final
deal and hence to reassure America’s negotiating partners. After the Amer-
ican Selling Price fiasco, it was widely recognized that piecemeal congres-
sional ratification of any new agreement would inhibii infernational negoti-
ation. Henee, the 1974 Act puaranteed a straight up-or-down vote in Congress.
- However, to satisfy congressional sensitivities, an elaborate system of pri-
vate-seclor commitiees was established to improve communication between
the Level | negotiators and their Level 11 constituents, in effect coopting
the interest groups by exposing them directly to the implications of their
demands.™ Precisely this tactic is described in the labor-management case
by Walton and McKersie: “Instead of taking responsibility for directly per-
suading the principals {Level TI constituents] to reduce their expectations,
{the Level I negotiator] structures the situation so that they (or ihw HOTe
immediate representatives) will persuade themselves. ™

58. Githert R. Winham, “The Relevance of Classewitz {o a Theory of Internstions] Nego-
tiation,” prepared for delivery at the 1987 annual meating of the American Politieal Science
Assoviation.

59, Jxmmy Corter, Keeping Faith: Memaoirs of & President (New York: Bantam Books, 1982),
9. 225

). Wi’nham tsee note 37% Twiggs, The Tokye Round.

61, Walton and McKersie, Helendoral Theory of Lobor Organizations. p. 321,
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Not ail significant ratification practices are formalized; for example, the
Japanese propensity for seeking the broadest possible domestic consensus
before acting constricts the Japanese win-set, as contrasted with majoritarian

_political cultures, Other domestic political practices, oo, can affect the size
of the win-set, Strong discipiine within the governing party, for example,

increases the win-set by widening the range of agreements for which the
Level 1 negotiator can expect to receive backing, For example, in the 1986
House-Senate conference committee on tax reform, the final bill was closer
to the Senate version, despite (or rather, because of ) Congressman Rosten-
kowski's greater control of his delegation, which increased the House win-
set, Conversely. a weakening of party discipline across the major Western
natioms woull, ceteris paribus, reduce the scope for international cooper-
ation.

The recent discussion of ““state strength™ and “'siate antonomy™ is rel-
cvant here. The greater the awtonomy of centrat decision-makers from their
Level H constituents, the larger their win-set and thus the grearer the like-
fthood of achieving iternational agreement, For example, central bank in-
sulation from domestic political pressures in effect increases the win-set and
thus the odds for international monetary cooperation; receni proposals for
an enhanced role for central bankers in international policy coordination
rest on this point.* However, two-level analysis also implies that, ceferis

Cparibus, the stronger a state is in terms of autonomy from domestic pres-
Csures, the weaker ity relative bargaining position internationally. For ex-
ampie, diplomats representing an entrenched dictatorship are less able than
representatives of a democracy o claim credibly that domestic prossures
preciude some disadvantageous deal.™ This is vet another facet of the dig-
concerting ambiguity of the notion of “state strength.”

For simplicity of exposition, my argument is phrased throughout in terms
of only twalevels, However, many institutional arrangements require several
levels of ratification, thus multiplying the complexity (but perhaps also the
importance) of win-sel analysis. Consider, for example, negotiations between
the Uniled States and the European Community over agricaitural trade.
According to the Treaty of Rome, modifications of the Common Agricultural
Policy require unanimous ratification by the Council of Ministers, repre-

“senfing gach of the member states. In furn, each of those governments must,
in-etfect, win ratification for its decision within its own national arena, and
in coalition governments, that process might also require ratification within

~each of the parties. Similarly, on the American side, ratification would (in-
formally, at least) necessitate support from most, if not all, of the major

“agriculiural organizations, and within those organizations, further ratification

- by key interests and regions might be required. At each stage, cleavage
patterns, issue hokages, ratification procedures, side-payments, negotiator

O3 Artds and Ostry, Inresational Econamic Policy Coordingtion. OF course, whether Uts

i3 desirable in rerms of demodratic values is quite another matter.
63, Schelbng, Sraregy of Conflicr, p. 28,
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strategies, and so on would need to be considered. At some point in this
analytic regress the complexity of further decomposition would outweigh
the advantages, but the example iltustrates the need for careful thought about
the logic of multiple-level games.

3. The size of the win-set depends on the strategies of the
Level | negotiators.

Fach Level 1 nepotiator has an unequivocal interest in maximizing the
other side’s win-sef, but with respect to his own win-set, his motives are
mixed. The farger his win-set, the more easily he can conclude an agreement,
hut also the weaker his bargaining position vis-a-vis the other negotiator.
This fact often pases a tactical dilemina. For example, ong effective way 1o
demaonstrate commitment to a given position in Level 1 bargaining is to rally
support from one’s constituents (for example, holding a strike vote, talking
about a “missile gap,” or denouncing “‘unfair trading practices™ abroad).
On the other hand, such tactics may have irreversible effects on constituents”
attitudes, hampering subsequent ratification of a compromise agreement.®
Conversely, pxeiimimry consultations at home, aimed at ““softening. vp™
one’s constituents in anticipation of a ratification struggle, can undercut a
negotiator’s ability to project an implacable image abroad.

Nevertheless, disregarding these dilemmas for the moment and assoming
that a negotiator wishes to expand his win-set in order {0 encourage ratifi-
cation of an agreement, he may exploit both conventional side-payments
and generic “good will.” The use of side-payments to attract marginal sup-
porters is, of course, quite familiar in game theory, as well as in practical
politics. For example, the Carter White House offered many inducements
(such as public works projects) 1o help persuade wavering Senators to ratify,
the Panama Canal Treaty.® In a two-level game the side-payments may
come from unrelated domestic sources, as in this case, or they may be
received as part of the international negotiation. :

The role of side-payments in internationsl negotiations is well known.
However, the two-Jevel approach emphasizes that the value of an interna-
tional side-payment should be caleulated in terms of its marginal contribution
to the likelihood of ratification, rather than in terms of is overall value to
the recipient nation. What counts at Level 1T is not total national costs and
benefits, but their incidence, relative to existing coalitions and proto-
coalitions. An across-the-board trade concession {or still worse, a concession
on a product of interest to a committed free-trade congressman) is less
effective than a concession (even one of lesser intrinsic value} that tips the
balance with a swing voter, Conversely, trade retaliation should be targeted,

64, Walton and McRersie, Behavioral Theory of Luabor Organizetions, p. 345,
65, Carter, Keeping Faith, p. 112, See also Railfa, Art and Science of Negotiation, p. 183
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aeither at free-traders nor at confirmed protectionists, but at the uncom-
mitted, .

An experignced negotiator familiar with the respective domestic tables
should be able to maximize the cost-effectiveness (to him and his constit-
uenis) of the concessions that he must make to ensure ratification sbroud,

. as well as the cost-eifectiveness of his own demands and threats, by tarzeting
his initiatives with an eve to their Level 1 incidence, both at home and
abroad. In this endeavor Level I negotiators are often in collusion. since
each has an interest in helping the other io get the final deal ratified. In
effect, they are moving jointly towards points of tangency between their
respective political indifference curves, The empirical frequency of such
targeting in irade negotiations and trade wars, as well as in other international

- negoiiations, would be a crucial test of the relative meriis of conventional

- unitary-actor analysis and the two-level approach proposed here,™

© In addition to the use of specific side-paymentis, o chief negotiator whose
political standing at home is high can more easily win ratification of his
foreign initiatives. Although generic good will cannot guaraniee ratification,
as Woodrow Wilson discovered, it is useful in expanding the win-set and
thus fostering Level I agreement, for it constitutes a kind of “all-purpose

glue'" for his supporting coalition. Walton and McKersie cite members of
the United Auto Workers who, speaking of their revered Jeader, Walter

Reuther, said, "1 don’t understand or agree with this profit-sharing idea, but
i the Red Head wants it, I will go along.”® The Yugoslav negotiator in the

Trieste dispute later discounted the difficuliy of persuading irredentist Stov-
enes to gecept the agreement. since ““the government {ie.. Tito] can always
influence public opinion if it wants o,

Note that each Level 1 negotiator has a strong interest in the popularity
of his epposite number, since Party A's popularity increases the size of his
win-set, and thus increases both the odds of success and the relative bur-
gaining leverage of Party B. Thus, negatiators should normally be expected

o try to reinforce one another’s standing with their respective constituents.

56, The stratepic signifivance of targeting si Level T is iostrated in John Conybeare, “Trade
Wart A Comparalive Stady of Anglo-Huase, Franco-lialian, snd Hawley-Smoot Conflicrs,™
Warkd Potirics 38 (October 1983), p. 157: Retaliation in the Anglo-Hanse trade wars did ot
have the intended deterrent eifect, because i was not{and perbaps could vot bave been) iargeied
at the crucial members of the opposing Lavel H coalition, Compare Savder und Diesing, Conllicr
Ameng Natfens, p. 535320 Hone faces a coercive opponent, bul the opponent’s majority coalition -
eludes o fow wavering members inclined to comprommise, & compromise proposst 1hat sigis
their views may cause their defection and the Tormaton of a differont majority coalition, Or if
thi: opponent’s stralegy is aecommodative, based on 2 eniomss sofi-line coalition, one knows
that cave 15 veguired i implementing one's own coercive stretegy to avoid the apposite kind
of shift In the ofther siate,™

67. Walton sad McKersie, Behavioral Theory of Labor Negotiations, p. 319,

68, Viadimir Velebit, in Campbell, Tricste 1954, 1. 97. As noted eadier, our discussion hore
-assumey that the Level T negotiator wishes to reach a ratifiable agresments in cases (alluded
to-Jitery when the negetizior's own preferences are more hard-line than his constituenis, his

. domestic populasity might allew him 1o resist Level | agreements.
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Partly for this reason and partly because of media attention, participation
on the world stage normally gives a head of government a special advantage
vis-A-vis his or her domestic opposition. Thus, although international policy
coordination is hampered by high transaction costs, heads of government
may also reap what we nright term *transaction benefits.” Indeed, the recent
evolution of Western summitry, which has placed greater emphasis on pub-
licity than on substance, seems designed to appropriate these “transaction
benefits”” without actually seeking the sort of agreements that might entail

-transaction costs.®

Higher status negotiators are likely to dispose of more sidle-payments and
more “good will’" at home, and hence foreigners prefer to negotiate with a
head of government than with a lower official. In purely distributive terms,
a nation might have a bargaining advantage if its chief negotiator were a
mere clerk. Diplomats are acting rationally, not merely syn_ﬁm{ic:ai!y;' when
they refuse 1o negotiate with a counterpart of inferfor rank. America’s ne-
gotiating partners have reason for concern whenever the American president
is domestically weakened.

Uncertainty and bargaining factics

Level I negotiators are ofien badly misinformed about Level H politics,
particulariy on the opposing side. In 1978, the Bonn negotiators were usually
wrong in their assessments of domestic politics abroad; for example, most
American officials did not appreciate the complex domestic game that Chan-
cellor Schmidi was playing over the issue of German reflation. Similarly,
Snyder and Diesing report that “decision makers in ouy cases only occa-
sionally attempted such assessments, and when they tried they did pretty
miserably. . . . Governments generally do not do well in analyzing each
other's internal politics in crises [and, I would add, in normal times}, and
indeed it is inherently difficult,””™ Relaxing the assumption of perfect infor-
mation to allow for uncertainty has many implications for our understanding
of two-level games. Let me illustrate a few of these implications.
Uncertainty about the size of a win-set can be both a bargaining device
and a stumbling black in two-level negotiation. Tn purely distributive Level
1 bargaining, negotiators have an ncentive to understate their own win-sets.
Since each negotiator is likely to know more about his own Level 1f than
his opponent does, the claim has some plausibility, This is akin to 2 tactic

£9. Transaclion benefils may be enlianced if 4 subsiantive agreement s reachad, although
sometimes leaders can benefit domestically by loudly rejecting a proffered international deal.

70, Snyder and Dicsing, Conflict Among Nations, pp. 516, 522-23. Analogous mispesceptions
in Anglo-Amerivan diplomucy are the focus of Richard B, Neustadt, Alliance Politics (Now
York: Columbia University Press, 19701
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that Snyder and Diesing describe, when negotiators seek to exploit divisions
within their own government by saving. in effect, ““You'd better make a
deal with me, because the aliernative 1o me s even worse. ™7

On the other hand, uncerfainty sbout the opponent’s win-set increases
one’s concern about the risk of involuntary defection. Deals can only be
struck i each negotiator is convinéed that the proposed deal Hes within his
opposite number’s win-set and thus will be ratified. Uncertainty about party
A's ratification lowers the expected value of the agreement to parly B, and
thug party B will demand more generous side-payments from party A than

- would be needed under conditions of certainty. In fact, party B has an

incentive to feign doubt about party A’s ability to deliver, precisely in order
o exiract a more generous offer.”

Thus, a utihity-maximizing negotiator must seek to convince liis opposite
number that his own win-set is “‘kinky,” thai is, that the proposed deal is
certain fo be ratified, but that a deal stightly more favorable to the opponent
isunlikely 1o be ratified. For example, on the energy issue in 1978, by sending
Senator Byrd on a personal mission to Bonn before the sunimit and then by

discussing his political problems in a length téte-a-téte with the chanceflor,

Carter sought successfully to convinee Schmidt that immediate decontrol
was politically impossible, but that decontrol by 1981 was politically do-
able. Kinky win-sels may be more credible if they pivot on what Schelling
calls o “prominent”” sotution, such as a 50-50 split, for such onicomes may
be distinctly more “saleable™ af home. Another relevant tactic is for the

negotiator actually to submit a trial agreement for ratification, in order to
demonstrate that it is not in his win-set.

Uncertainty about the contours of the respective “‘political indifference
curves™ thus has strategic uses. On the other hand, when the negotiators
are secking novel packages that might improve both sides’ positions. mis-
represemtation of one’s win-set can be counterproductive. Creative solutions
that expand the scope for joint gain and improve the odds of ratification are
likely to require fairly accurate information about constituents’ preferences

- aid points of special neuralgia. The analysis of two-level games offers many

lustrations of Zartman's observation that all negotiation involves “'the con-
trolled exchange of partial information.”?

]

b Synder and Diesing, Conflicr Ameng Nartons, .37 ‘
2. 1 am pratefyl to Robert O, Keohape for pointing ont the impsct of uneertanty on the
expected vidue of proposals,

7310 Witham Zartivan, Fhe 30% Soluion (Garden City, N.L: Anchor Boeks, 1976, p. 14,
The present amalysis assomes that constituents are myopic about the other side’s Level 11, sn
assumption that is not unresiistic empirically. However, a fully fnformed consittuent would
consider the preferences of key players on the other side, for i the current proposal Hes well
within the other side™s win-set, then i would be rational for the constituent to wOte againsi it,
hoping for a second-round proposal that was mevs Favarable 19 him and siill ratifiable abroad:
this might be g reasonable interpretation of Senaios Lodge's position i 1999 {Bailey, Wilvon
and the Grear Berrayal), Consideration of such strategic voting at Lovel 1 is beyond the scope
of this arcle, :




454 International Organization

Restructuring and reverberation

Formally speaking, pame-theoretic analysis reguires that the structure of
issues and payoffs be specified in advance. In reality, however, much of
what happens in any bargaining sitvation involves atiempts by the plavers
to restrocture the game and to alter one another’s perceptions of the cosis
of no-agreement and the benefits of proposed agreements, Such tactics are
more difficult in two-level games than in conventional negotiations, because
it is harder to-reach constituents on the other side with persuasive messages.
Nevertheless, governments do seek to expand one ancther’s win-sets. Much
ambassadorial activity—wooing opinion feaders. establishing contact with
opposition parties, offering foreign aid to a fidendly, but nustable govern-
ment, and so on-—has precisely this function. When Japanese officials visit
Capitol Hill, or British diplomats lobby Irish-American leaders, they are
seeking to refax domestic constraints that might otherwise prevent the adniin-
stration from cooperating with their goveraments,

Another iHluminating example of actions by a negoiiator ai the opposing
Level 11 to improve the odds of ratification ocowrred during the 1977 ne-
gotiations between the International Monetary Fund and the Halian govern-
ment. Initial IMF demands for austerity triggered strong opposition from
the unions and left-wing parties. Although the IMFs bargaining position at
Level T appeared strong, the Fund's negotiator sought to achieve a broader
consensus within Haly in support of an agreement, in order 1o forestall
involuntary defection. Accordingly, after direct consuliations with the unions
and lefdst leaders, the IMYT restructured its proposal to focus on long-term
investment and economic recovery (incidentally, an interesting example of
targeting). without backing off from its shori-term demands. Tronically, the
nitial Communist support for this revised agreement subsequentiy collapsed
because of conflicts between moderate and doctrinaire factions within the
party, illustrating the importance of muitilevel analysis.™

In some instances, perhaps even unintentionally, international pressures
“reverberate’” within domestic politics, tipping the domestic balance and
thus influencing the international negotiations. Exactly this kind of rever
beration characterized the 1978 summil negolintions, Dieter Hiss, the Ger-
man sherpa and one of those who believed that a stimulus program was in
Germany’s own interest, later wrote that summits change national policy

only insofar as they mobilize and/or change public opinion and the atti-
tude of political groups. . . . Often that is enough, if the balance of

24, lohn R, Hillmas, *The Mutua! Influence of Talian Domestic Politics and the International
afonetary Fund.” The Floreher Forum 4 (Winter 1980), pp. 1-22. Luigi Spaventi, Two Letters
of Intent: Externul Crises and Stabilization Policy, Ialy, 1573-77." in Juhn Williamson, ed.,
IME Conditionality {Washington, D.C.: Tnstitute for Imernationat Economics, 1983}, pp. 441-73,
argues that the wnions and the Communists actually favored the austerity measures, hut found
the IME demands helpful fn dealing with thedy own intermad Level 1T constituents,
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opinion is shifted, providing a bave majority for the previousty stymied
actions ol & strong minority. . . . No coumry violates its own interests,
but certainly the definition of its inferests can change through a summit
with its possible fradeoffs and give-and-make ™

From the point of view of orthodox social-choice theory, reverberation is
problematic, for it implies a certain interconnectedness among the ntility
functions of independent actors, albeit across different Jevels of the game.
- Two rationales may be offered to explain reverberation among wklity-
maximizing egoists. First. in a complex, interdependent, but often uniriendly
world, offending foreigners may be costly in the long run. “To get along,
go along” may be a ratonal maxim. This rationale is tikely to be more
common the more dependent ¢or interdependent) a nation, and i is likely
to be more persuasive to Level I actors who are more exposed inferna-
tionally, such as multinational corporations and infernational banks.

A second rationale tukes into account cognitive factors and uncertainty,
It wouid be 4 mistake for political scientists to mimic most economists’
disregard for the suasive element in negotiations. ™ Given the pervasive
uncertainty that surounds many international issues, messages from abroad
can change minds, move the undecided, and hearten those in the domestic
minority. As one reluctant German latecomer to the Mocomotive™ cause in
1978 explained his conversion, “'In the end, even the Bank for International
Settlernents {the cautious Basle organization of central bankers} supported
the idea of coordinated relation.” Similarly, an enthusiastic advocate of the
program welcomed the international pressure as providing a useful “tail-
wind™ in German domestic politics,

Suasive reverberation is more likely among countries with close relations
- and 13 probably more frequent in econemic than in political-military nego-
tiations. Communiqués from the Western summits are often cited by par-
ticipants 1o domestic audiences as a way of legitimizing their policies. After
one such stafement by Chancellor Schmidt, one of his aides privately char-
acterized the argument as “not intellectually valid, but politically useful.”’
Conversely, it is widely believed by sunmit participants that a declaration
conirary (o a government’s current policy could be used profitably by ity
oppouents. Recent congressional proposals to ensure greater domestic pub.
Heity for international commentary on national economic policies (inciuding
hitherto confidential IMF recommendations? turn on the idea that reverber
ation might increase international cooperation.”

75, Dieter Hiss, “Wehwirschaftsgiptel: Betrasehtungen cinés Insiders IWorld BEconomic Sum-
it Observations of an Insider],” in Joachim Frohay and Reiner Stacglin, eds., Empivische
Wirtschaftsforsciiong {Berin Duncker and Fannblot, 1880), . 28687,

76, On cognitive and communications explinations of Fernationad cooperation, see, for
example, Brnst B, Haas, “Why Collaborate? Iysue-Linkage ind Tntemationad Regimas,” World
Palirivs 32 (April 19803, pp 3573031 Richard N, Cooper, Iemationzt Cooperation in Public
Health 45 o Prologue (0 Macreeconomic Cooperation,’ Brookings Disenssion Fapers it fn-
feraationed Feonmmics 44 {Washington, D.C.: Brookings Tnstitetion, 19861 and Favtman, 305
Solution, specially Part 4.

T Henning, Macroeeonomic Liplomaey i e 19805, pp. 6263,
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Reverberation as discussed thus far implies that international pressure
expands the domestic win-set and facilitates agreement. However, rever-
beration can also be negative, in the sense that foreign pressure may craafe
a domestic hacklash, Negative reverberation is probably legs common em-
piricaily than positive reverberation, simply because foreigners are likely to
forgo public pressure it it is recognized to be counterproductive. Cognitive
balance theorv suggests that international pressure is more likely to rever-
berate negatively if its source is generally viewed by domestic audiences as
an adversary rather than an ally. Neveriheless, predicing the precise effect
of foreign pressure is admittedly difficult, although empirically, reverberation
seems to occur frequently in two-level games.

The phenomenon of reverberation (along with synergistic issue linkage of
the sort described earlier) precludes one attractive short-cut to modeling
two-level games. If national preferences were exogenous from the point of
view of international relations, then the domestic political game could be
molded separately. and the “outputs’ from fhat game could be used as the
“inputs’” to the mternational game.™ The division of labor between com-
parative politics and international relations could continue, though a few
curious observers might wish to keep trdck of the play on both tables. But
if international pressures reverberate within domestic politics, or if issues
can be linked sypergistically, then domestic outcomes are not exogenous,
and the two levels cannot be modeled independently.

The role of the chief negotiator

In the stylized model of two-level negotiations outlined here, the chief ne-
gotiator is the only formal link between Level 1 and Level 1L Thus far, |
have assumed that the chief negotiator has no independent policy views, but
acts merely as an honest broker, or rather as an agent on behalf of his
constituents, That assumption powerfully simplifies the asalysis of {wo-level
games. However, as principal-agent theory reminds us, this assumption i
unrealistic.”™ Empirically, the preferences of the chief negotiator may well
diverge from those of his constituents. Two-level negotiations are costly and

78, This is the approach used o analyze the Anglo-Chinese negotiations over Hong Kong
in Bruce Bueno de Mesguita, David Newman, and Alvin Rabushka, Forecasiing Potitical
Events: Fhe Future of Hong Keng (New Huaven: Yale University Press. 1985),

75 For overviews of this literature, see Terry M. Moe, “The New Econornics of Organi-
vation,'* American Jowrnal of Political Sclence 38 (November 19843, pp. 739-77; John W. Prast
and Richard 1. Zeckhauser, eds., Principais amd Agenrs: The Struetare of Business {Bostoi,
Wasy.: Harvard Business School Press, 1985); and Barry M. Mimick, ~The Theory of Agency
and Ofganizational Analysis,”” prepared for delivery at the 1986 apnual meeting of the American
Political Science Association. This ersture is only indirectly refevant w owy congerns here,
far it has not vor adequately addressed the preblems posed by nmliiple principals (or constit-
wents, in our terms). For one highly formal approach to the probiesm of mubiple prineipals, see
R. Dotglas Rernheim and Michael D, Whinston, “Conunon Agency.” Feonomelrica 54 (haly
1986}, pp. 923-42,
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risky for the chief negotiator, and they often interfere with his other prior-
Hies, so it is reasonable to ask what is in it for him.
~The motives of the chief negotiator include:

1. Enbancing his standing in the Level 11 game by increasing s politi
wal resources or by minimizing potential losses. For example, a head
of government may seek the popularity that he expects to acerue to
him if e concludes & successful internationsl agreement, or he may
anticipate that the results of the agreement {for example, faster
growth or lower defense spending) will be politically rewarding.

e

- Shifting the balance of power at Level 11 in favor of domestic poli-
cies that he prefers for exogenous reasons. International negotiations
somefimes enable government leaders to do what they privately wish
to do, but are powerless to do domestically. Beyond the now-familiar
1978 case, this pattern chargeterizes many stabilization programs that
are {misleadingly} said to be “imposed’ hy the IMF. For example, in
the 1974 and 1977 negotiations between Italy and the IMF, domestic
conservative forces exploited IMF pressure to facilitate policy moves
that were otherwise infeasible internutfy ¥

- To pursue his own concepiion of the national interest in the interna-
tional context. This seems the best explanation of Jimmy Carter’s
prodigious efforts on behalf of the Panama Canal Treaty, as well as
‘ol Woodrow Wilson's ultimately fatal commitment to the Versailles
Treaty.

el

It is reasonable to presume, at least in the intemational case of twoevel
bargaining, that the chief negotintor will normally give primacy to his do-
mestic calculus, if a choice must be made, not least because Bis owa incame
bency often depends on his standing at Level I, Hence, he is more iikely
{0 present an infernational agreement for ratification, the less of his own
‘political capital he expects to have to invest to win approval, and the areater
the tikely political returns from a ratified agreement.

This expanded conception of the role of the chief negotiator implies that
he has, in effect, a veio over possible agreements. Even if a proposed deal
lies within his Level I win-set, that deal is unlikely to be struck if he opposes
it¥ Since this proviso appiies on both sides of the Level | tahle, the actusd
international bargaining set may be TUTOWEr—perhaps much farpwero.
than the overlap between the Level 1T win-sets. Empirically, this additional
constraint is often crucial to the outcome of two-level games. One momen-
tous exampie s the fate of the Versailles Treaty. The best evidence suggesis,
first, that perhaps 80 percent of the American public and of the Senate in
1918 favored ratification of the treaty, if certain reservations were atiached,
and second, that those reservations were acceptable to the other key sig-

B Hilman, CMutual Influence,”” and Spavenin, “Two Lefiers of htent,™
Bi. This power of the chiel negotintor is anatonous 1o what Shepste and Weingast wenn the

pemlimate’ or Tex post et power of the members of o Senate-tlouse conference com-
raiitee, (Shepsle and Weingast, " Instirutions] Foundations of Committes Power,™)
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natories, especially Britain and France, In effect, it was Wilson himsell who
vetoed this otherwise ratifiable package, telling the dismayed French Am-
bassador, I shall consent to nothing.”™

Yet another constraint on successful two-level negotiation derives from
the leader’s existing domestic coalition. Auy political entrepreneur has a
fixed investment in 2 particular pattern of policy positions and a particular
supporting coalition. I a proposed international deal threatens that invest-
ment. or if ratification would require him to construct a different coalition,
the chief negotiator will be reluctant to endorse it, even if judged abstractly)
it could be ratified. Politicians may be willing to risk 2 few of their normal
supporters in the cause of ratifving an infernational agreement, but the greater
the potential toss, the greater thewr reluctance.

I effect, the fixed costs of coalition-building thus imply this constraint
on the win-set: How great a realignment of prevailing coalitions at Level i1
would be required to ratify a particuiar proposal? For example, a trade deal
may expand export opportunities for Silicon Valley, but hurm Aliguippa.
This is fine for a chief negotiator (for example, Reagan?) who can easity add
Northern California yappies to his support coalition and who has no hope
of winning Aliquippa steelworkers anyhow. But a different chief negotiator
with a different support coalition (for example, Mondate?} might find it costly
or even impossible to convert the gains from the same agreement into po-
litically usable forsn. Similady, in the 1978 “‘neutron bomb'™ negotiations
‘between Bonn and Washington, *“asking the United States to deploy {these
weapons] in West Germany might have been possible for a Christian Dem-
ocratic Government; for a Social Democratic government, it was nearly
impossible.”® Under such circumsiances, simple “"median-voter™ models
of domestic influences on foreign policy may be quite misleading.

Relaxing the agsumiption that the chief negotiator is merely an honest
broker, negotiating on behalf of his constituents, opens the possibility that
the constituents may be more eager for an agreement {or more worried about
“no-agreement’’) than he is. Empirical instances are not hard to find: in
early 1987, Buropean publics were readier to accept Gorbachev’s “double-
- zera'” arms control proposal than European leaders, just as in the early 1970s
the American public {or at least the politically active public) was more eager
for a negotiated end to the Vietnam War than was the Nixon administration.
As a rule. the negoliator retains a veto over any proposed agreement in such
cases. However, if the negotiator's own_domestic standing (or indeed, his
incumbency) would be threatened if he were to reject an agreement that falls
within his Level 1] win-set, and if this is known to all parties, then the other
side at Level I gains considerable leverage. Domestic U.S, discontent about

82, Bailey, Wilson and the Grear Betraval, guotation al p. 15

83. Robert A. Strong and Marshal Zeringue. *“The Neutron Bombr and the Atlannic Alliance,”
presented at the 1986 ananual meeting of the American Political Science Association, p. 9.
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the Vietnam War clearly affected the agreement reached at the Paris talks.®
Conversely, if the constituents are {believed 1o be) hard-line, then a leader's
domestic weakness becomes a diplomatic asset. In 1977, for example, the
- Americans caleulated that “a delay in negotinting a treaty . . . endangered
[Panamanian President Omar] Torrfjos’ position; and Panama without Tor-
. rijos most likely would have been an impossible negotiating partner.”” Sim-
- iarly, in the 1954 Trieste negotiations, the weak Italian government claimed
that ““*Unless something is done in our favor in Trieste. we can lose the
election.” That card was plaved two or three times {reported the British
negotialor fater], and it almost always took a trick, s
My emphasis on the special responsibility of central executives is a poiint
- of affinity between the two-Jevel game mode! and the “state-centric™ liter-
Cature, even though the vnderlying logic is different. In this “Janus™ model
- of domestic-international interactions, transnational politics are less prom-
inent than in some theories of interdependence.™ However, to disregard
“erpss-table”” alliances at Level 11 is a considerable simplification, and it iy
more misleading, the lower the political visibility of the issue, and the more
frequent the negotiations between the governments involved.™ Empiricaily,
for example, two-level games in the Furopean Community are influenced
by many direct ties among Level 1 participants, such as national agricultural
spokesmen. In some eases, the same multinational actor may actually appear
at more than one Level I table. In negotiations over mining concessions in
some less-developed countries, for example, the same multinational cor-
. poration may be consulted privately by both the home and host governments.
In subsequent work on the two-level model, the strategic implications of
direct communication between Level 11 players should be explored,

Conclusion

The most portentous development in the fields of comparative politics and
international relations in recent vears is the dawning recognition among
-practitioners in each field of the need to take into account entanglements
between the two. Empivical flustrations of reciprocal influence between
domestic and international affairs abound. What we need now are concepts

84 1, William Zartman, " Reality, Tmage, and Detail: The Paris Megotations, 1991973,
i Zavuman, 300 Solurion, pp, 37198,

85, Zbigedew Breezinski, Power and Principle (New York: Farrar, Siraos and Girous, [983),
. 130, as quoted in Flabeeb and Zartman, Porema Canal Negatiations. pp. 39--40.

}6. Harrison in Campbell, Triesre 1954, p. 67,

87, Samuel P Huntington, “Transnationsl Organizations in Weorlkd Polilics.”” Warld Politics
A{April 1973), pp. 333-68; Keohune and Nve, Pewer qud Inrerdependence; Neustadt, Alfance
Fafities.

#5, Barburs Crane, “Policy Coordination by Major Western Powers in Bargaining with the
Third World: Debt Reliel and the Common Fund,” Hereraational Organizaon 38 (Summer
1984), prr. 39428,
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and theories that will help us organize and extend our empirical observations.

Analysis in terms of two-level games offers s promising response 1o this
challenge. Unlike state-centric theories, the two-level approach recognizes
the inevitability of domestic conflict about what the “pational interest”™
requires. Unlike the **Second Image™ or the “'Second Image Reversed,”
the two-level approach recognizes that central decision-makers slrive 1o
reconcile domestic and international imperatives simultaneously. As we bave
seen, statesmen in this predicament face distinctive strategic opportunities:
and strategic dilemmas.

This theoretical approach highlights several significant features of the links
between diplomacy and domestic politics. including:

s the important distinction between voluntary and involuntary defection
from hrernational agreements;

» the contrast between issnes on which domestic interests are homogene-
ous, simply pitting hawks against doves, and issoes on which domestic
interests are more heterogeneous, so that domestic cleavage may ac-
tually foster international cooperation;

« the possibility of synergistic issue linkage. in which strategic moves at
one game-table facilitate unexpected coalitions at the second table;

« the paradoxical fact that institutional arrangements which strengthen
decision-makers at home may weaken their international bargaining po-
sition, and vice versa; '

o the importance of targeting international threats, offers, and side-
payments with an eye towards their domestic incidence at home and
abroad;

s the strategic uses of uncertainty about domestic politics, and the special
utility of “*kinky win-sets’’;

s the potential reverberation of international pressures within the domes-
fic arena;

» the divergences of interest between a national Jeader and those on
whose behalf he is negotiating, and in particular, the interpational impli-
cations of his fixed investments in domestic. politics,

Two-level games seem a ubiguitous feature of social life, from Western
economic summitry to diplomacy in the Balkans and from coalition politics
in Sri Lanka to legislative mancuvering on Capitol Hill. Far-ranging empirical
research is needed now fo test and deepen our understanding of how such
games are played, "
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