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Abstract

" This thesis focuses on the problem of cooperation within the international political
economy, with special reference to the European Union's relations with key partners in
East Asia. In pursuing this focus, the thesis probes a number of central issues In
international cooperation, which thus far have not been applied in detail to inter-regional
cooperation. In particular, the argument focuses on the reasons for cooperation and
defection, the balance between material interests, institutions and ideas in shaping
cooperation, and the shifting balance between bilateral and muitilateral modes of
cooperation.

~ This research makes use of three bodies of conceptual literature related to IPE and
interregionalism. It firstly makes use of existing thoughts on cooperation inherent in modern
IPE theory, especially with regard to neorealism, neoliberal institutionalism, and social
constructivism, to analyse the balance between bilateralism and multilateralism as well as
between material interest, institutions and ideas. Secondly, Robert Axelrod’s findings
concerning the ‘evolution of cooperation’ are integrated into the work, making use of ideas
which support as well as clarify various means of understanding the global political
economy already presented by IPE theories. Thirdly, in the respective chapters,
comparisons are drawn between IPE’s propositions on cooperation and Axelrod's notions
of cooperation in relation to literature on regionalism and interregionalism. These insights
are finally combined to set the foundations for a set of questions and propositions on
interregional cooperation.

These questions and propositions are subsequently analysed through four
empirical cases focused on the European Community's political-economic relationship with
East Asia. The bilateral cases are observed through a material, institutional, and ideational
analysis of the EC’s interregional relationships with Japan, the Republic of Korea, and the
People’'s Republic of China. A similar analysis focusing on the multilateral dimension is
conducted with the EC's interregional relationship with East Asia as seen through the Asia
Europe Meeting (ASEM). The observations in both cases include an analysis of trade,
institutional development, and the EC's strategic documents. These observations are
designed to draw out comparisons of how an evolution of cooperation occurs based on
primary values and interests, cooperative modes, the development of accepted codes of
conduct, and progressive institutionalisation. It is argued that this material, institutional, and
ideational analysis provides insights which are not possible in a more parsimonious or
dichotomous approach.

The thesis contends that the evolution of cooperation between the EC and East
Asia has taken on a strongly material form and that the preferred cooperative mode has
been ‘active bilateralism’, strongly stimulated by the predominantly important issue of trade
but with some characteristics of a maturing dialogue and bilateral institutionalisation. The
ASEM multilateral forum, suffering increasing indifference, can be seen as ‘passive
multilateralism’ and strongly based on values and ideas, albeit possibly conflicting and
incompatible ones.

On the basis of the evidence assembled, the empirical cases provide further insight
into the initial research questions and suggest that bilateral interregionalism in the EC-East
Asia relationship is more grounded in material interests while multilateral interregionalism
as seen in ASEM is based more strongly on ideas and values. The research also confirms
the coexistence and confluence between bilateralism and multilateralism, the binding role
of institutions, the importance of policy areas, and acknowledges the possible effect that a

combination of endogenous and exogenous factors may have on the evolution of
interregional cooperation.
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Chapter 1

Introduction

Towards the end of the 1970s during the climax of trade imbalances, despite
numerous attempts on the part of the Japanese to appease the Europeans,
trade conflict escalated and became what is now know as the two trade wars
between Europe and Japan. In 2004, the Chinese trade surplus with the
European Communities (EC)' member states stands at an unprecedented
Ecu79 billion and shows no sign of slowing down. lronically, the EC-China .
partnership is in constant and civilized dialogue with neither side showing
intentions of taking drastic action against each other. After two decades and a

half, the EC has now decided to take sharply contrasting action in the face of

what, at their respective times, are considered sharp and unprecedented trade
deficits. In the meantime, the EC has had an unremarkable relationship with
the ROK, marked by a number of steady conflicts, but rarely of a ground-
breaking nature. |

The global political economy has changed significantly since the 1970s,
and alongside this, this thesis argues that there appears to be an evolution of
cooperation between actors. An evolution has occurred not only in the
process of socialisation and dialogue between trading partners, but also in the
development of institutions. It is perhaps unfair to compare an event occurring
towards the 1980s to a situation occurring in the 21st century. An assumption
could be made that if the EC and Japan were to chance another series of
trade conflicts again in the 21st century, the consequences may turn out
differently. "

Indications suggest that there has been such an evolution of
cooperation of sorts emerging in the EC-East Asian interregional context.
Numerous dialogue and negotiations resulted in the 1991 Hague Declaration
between the Europeans and the Japanese, which today continues to be the

only bilateral framework agreement and a loose constitution of sorts

' This thesis is focused on the European Communities (EC), or the first pillar of the European Union
which deals with economic, social, and environmental policies. Any instances when the analysis
extends to the Common Foreign and Security Policy (CFSP) or Police and Judicial Cooperation in
Criminal Matters (PJCC), this thesis will refer to the EC member states or the EC.
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detérmining their relationship. While the Japanese continue to enjoy a healthy
trade surplus with the EC, this partnership has remained stable for quite some
time. China, apart from a few relatively minor trade issues with the EC, has
enjoyed a trading relationship without incident ever since their partnership with
West Europe was first conceived during the 1954 Geneva Convention. The
Republic of Korea, on the other hand, appears to have had a turbulent
relationship with the Europeans marked with a number of issues being taken
to the World Trade Organization, despite the fact that the Korean trade
surplus is considered to be lower than the Chinese and the Japanese,
respectively.

Apart from the bilateral efforts, the global political economy has also
seen the evolution of multilateral efforts which have become increasingly
relevant in the 1990s. Take on the multilateral aspect of the EC-East Asian
relationship, and the evolution of cooperation is equally unpredictable. The
Asia-Europe Meeting (ASEM) was launched with much fanfare in 1996 with
the Bangkok Declaration, only to have the enthusiasm dampened by the 1997
Asian Economic Crisis. The second ASEM summit held in London showed far
less promise than the first, particularly with effective means for Europe to help
Asia out of the crisis (Schmit, 1999:5). By the third summit, only four years
from the launching 'pany, members were talking about means to battle the
forum fatigue and means to make the dialogue more effective (Commission
200_0:2). Ever since, ASEM has been plagued by indifference, disappointment,
and disillusionment. Ever since the third summit, partners have been looking
into various means to stimulate a process which has been considered by
many critics to have stagnated.

Since the 19903 and the beginning of the EC’s pursuit of multilateral
strategies with Asia, the EC-East Asian relationship has also seen the
coexistence of bilateral and multilateral cooperation. The last decade has
witnessed the proliferation of bilateral framework agreements which exist in
conjunction with the ASEM process. This appears to contradict the EC's
proclamations on the importance of multilateralism, both through the ASEM
framework and global multilateral institutions such as the WTO. The

coexistence of bilateralism and multilateralism clearly points towards



increased flexibility in the EC’s choice of strategy, but is also a source of

confusion for its external partners.

Understanding Interregional Cooperation in IPE

The foregoing example of the unevenness in the reactions and strategies of
the EC with its East Asian partners provides a two-fold puzzle. Firstly, it
provides a puzzle concerning the nature of cooperation. The EC’s different
reactions towards each of its East Asian parthers pose some important
questions concerning how cooperation takes place, under which conditions,
and in which forms. Similarly, the different trajectories the relationships take
on, ranging from what can be perceived as a very advanced relationship
between the EC and Japan, to a growing one with the ROK, and a fledgling
relationship with China introduce additional complexity to the cooperation
equation. For years, the field of international relations and international
political economy have been taking on the. challenge of explaining why
cooperation, or the lack of it, in the global political economy has taken on its
present forms. How the EC’s actions vis-a-vis its partners have unfolded and
evolved over timé are expected to boil down to choices which are influenced
by its own expectations of what they want the partnerships to vyield.
International Political Economy (IPE) theories have a number of answers to
these questions, and these will be explored in greater detail in this thesis.

The second part of the puzzle concerns the nature of interregionalism
and the manner in which the EC’s interaction with its East Asian partners has
evolved. There appears to be some inconsistency in the manner in which the
EC has treated each of its interregional relations. Apart from the inconsistent
treatment of each of its partners, the EC also appears to be making use of
both bilateral and multilateral strategies in its interregional partnership with
East Asia. Literature on regionalism offers some insights into the puzzle of the
EC’s nature as an interregional actor. Coupled with IPE literature on
cooperation, this thesis examines the puzzle of how and why the EC takes on

the interregional choices it does with its individual East Asian partners.



The main focus of this thesis is on the nature of cooperation, why
actors cooperate, under which conditions, and in which forms. Cooperation is
considered to take place when “actors adjust their behaviour to the actual or
anticipated preferences of others, through a process of policy coordination”
(Keohane 1984: 51-52). This general description of cooperation has appeared
to become the accepted definition, with policy coordination implying that state
policies have been adjusted so that undesirable outcomes for other states
they are engaged with are decreased (Milner 1997: 7). Another perspective
on cooperation that this thesis takes into account is that cooperation is
considered to have been maximised when the actors involved agree to take
on the direction with the most mutually beneficial outcomes (Axelrod 1984).
Given these perspectives, in this thesis, cooperation is considered to take

place when actors in partnership either consciously or unconsciously adjust

policy coordination to maximise mutually beneficial outcomes while minimising
undesirable outcomes.

The objective of this research is to understand how cooperation
evolves, to propose an analytical framework for this evolution of cooperation,
and to test the framework through a series of case studies on the EC-East
Asian interregional relationship. In order to accomplish this, the thesis first
takes into account the ongoing debates in IPE theory and extracts the notions
of cooperation inherent within the relevant schools of thought. The research
then builds on these notions of cooperation by drawing on the research on the
evolution of cooperation by Robert Axelrod and constructing an' analytical
framework in orde'r to more fully understand the nature of cooperation.

This thesis explores the idea that cooperation fluctuates between
bilateral and multilateral forms depending on the material, ideational, and
institutional influences inherent in a certain internationai political economy
relationship. The balance between bilateralism and multilateralism, as well as
the shifting weight between the material, ideational, and institutional
influences in a relationship will affect the nature of cooperation, the reasons

they cooperate, as well as under which conditions actors decide to cooperate
under.



Exploring Regionalism and Interregionalism

Regionalism and interregionalism is a critical part of this research due to the
manner in which they help to provide an empirical foundation for further
exploration of the conditions for cooperation, the motives for cooperation, an.d
the different forms it takes on. In the context of EC-East Asian interregional
cooperation, these are key questions which need to be examined in detail to
gain an understanding on how cooperation works and how it evolves. By
studying the conditions, motives, and forms in which cooperation takes dn,
one can gain a better understanding of the EC-East Asian partnership. An
enhanced understanding of the EC-East Asian interregional relations in turn
provides a furtheriinsight into how cooperation operates within the GPE.

There is no question that regionalism has proliferated in the past
decade, witnessed by the increasing number of PTAs, both regional and
interregional. East Asia is considered to be where the third wave of
regionalism is taking place, stimulated by the disillusionment caused by the
1997 Asian Economic Crisis (Pomfret 2007: 924). Notably, the first wave of
regionalism came with the creation of the European Community and the
European Free Trade Area (Panagariya 1999:480). One of the reasons for
these ‘waves’ of regionalism is the desire to cooperate more strongly with
regional partners.'ln cases such as the European integration project, mutual
‘interests and ideas as well as institutions have been a factor in its success.
' Thié is less true for Asia’s experience in regionalism where the participating
countries are more diverse where interest and ideas are far more difficult to
reconcile.

Regionalism on its own is considered to be an ‘elusive concept’, where
it is still inconclusive whether it involves geographic proximity and the
relationship between economic flows and policy choices or non-geographic
criteria (Mansfield and Milner 1999:590-591). As Soderbaum and van
Langenhove note, ‘there is still no consensus on the main concepts in the‘
study of regionalism, and there is even greater disagreement in the
conceptualisation of interregionalism’ (2005:257). Whether regionalism needs

to involve neighbouring countries is still a contested issue, with academics



such as Katzenstein arguing that regional ‘geographic designations are not
‘real’, ‘natural,’ or ‘essential’, and that they are socially constructed, politically
contested, and hence, open to change' (1997). Fishlow and Haggard have
made the distinction between regionalization, which notes the regional
concentration of economic flows and regionalism, which have been defined as
a political process characterised by economic policy cooperation and
coordination among countries (1992). Manstfield and Milner have noted how
this links commercial regionalism directly to the creation and proliferation of
preferential trade agreements (PTAs) (1999:591).

Apart from regionalism being an ‘elusive’ concept, the utility of its
arguably most controversial product, PTAs, is also still under examination.
Panagariya, for example, argues that a definite positive impact of PTAs for
developing countries is difficult to determine, particularly when developing
countries continue to remain undecided on what their actual preferences are
(2002: 1416). There have also been criticisms concerning the discriminatory
nature of PTAs (Panagariya 2002, Bhagwati 1991), although arguments
towards the contrary are also equally abundant. Lamy notes, for example,
how PTAs and mulitilateral liberalisation efforts can progress simultaneously
(2002). It is also important to note that Article XXIV of GATT allows regional
integration agreements on grounds that they eliminate internal trade barriers,
particularly since GATT members appeared to agree that it would be difficult
to prevent states from forming PTAs in any case (Mansfield and Milner
1999:613).

The question of PTAs inevitably leads to two of the most pertinent
questions concerning regionalism: whether it leads to further liberalisation and
if it could be used as a means to expand liberalisation in place of global
multilateral efforts. As with PTAs, the arguments run both ways (Panagariya
1999). To begin with, one of the reasons parties try to enter into PTAs and the
regionalism efforts, in the first place is because many have lost out in the
formal GATT/WTO disputes. Viewed in this manner, the develbpments within
the: GATT/WTO multilateral mechanisms have actually encouraged its
members to form PTAs as a means to build bargaining leverage within the

multilateral regime (Mansfield and Reinhardt 2003). Laird describes

multilateral efforts to be ‘dysfunctional’ (particularly among nation-states which
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are so politically and economically unequal) and suggests the use of
regionalism as an ‘intermediate way-station’ (1999:150 Hettne book).
Bhagwati argues that Article XXIV téchnically encourages parties to fully
liberalise and by doing so, would become useful even for third parties not
included in the PTA agreements (1991). The burden of having to commit to
liberalisation under Article XXIV actually may discourage parties from forming
PTAs altogether in the first place (Laird 1999:1190). Bhagwati, however, also
argued that within a GPE where producers play the main role in deciding trade
policies, Iiberélisation through PTAs could also be replaced by increased
protection against third parties (1993). As a response, third parties could form
rnival blocs which consequently reduce the opportunities for liberalisation
(Mansfield and Milner 1999:614).

Today, regionalism has been proposed to be in its third generation
whereby the institutional environment to handle external regional policies is
more apparent and powerful. Regions are also becoming more proactive a'ndl
can involve themselves in interregional arrangements and agreements that
can have an impact on partnerships at the global level (Soderbaum and
Langenhove 2005: 2537). Soderbaum and Langenhove note that third
generation regionalism is clearly different from second generation regionalism
(an example being the EU) in that third generation regionalism Is focused
more externally and towards shaping governments while second generation
regionalism® was mainly concentrating on maximising economic and political
processes (2005:257). The increasing presence of regional actors also
created a demand for intermediaries which link global and regional systems
(at the top end of the international system) as well as regional and national
policy-making levels (at the bottom end of the international system). It is
explained that the need for intermediaries at the upper end of the international
system, which consists of global and regional systems, resulted in two form of
interregionalism, bilateral interregionalism and transregionalism (Riland
2001:5).

Hanggi notes how the role of interregional cooperation has often been

ignored In literature on regionalism (2000), although recent literature refers to

* Second generation regionalism has been labelled ‘new regionalism’ due to its multifaceted nature and
the fact that it refers to a much wider number of policies (Langenhove and Costea 2005:4)
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how regionalism and interregionalism both have an effect and shape each
other. While second generation regionalism is known to already contain
elements of interregionalism within it, third generation regionalism is argued to
be the actually stepping stones for interregionalism. Langenhove and Costea
point towards third generation as containing a more suitable institutional
environment for dealing with ‘out of area’ consequences of regional policlies
(2005: 12). They also point out that third generation regionalism is more
proactive in engaging interregional arrangements and agreements which have
an effect on partnerships at a global level. Finally, it is argued that third
generation regionalism is more actively engaged at the UN (Langenhove and
Costea 2005:13).

Gilson's observation of ASEM reveals how interregionalism actually
strengthens regionalism when those involved in an interregional process gain
a regional identity which may not have been present before (2005: 309). In the
East Asians’ cooperation process with the EU in the ASEM meetings, Gilson
explains how they had to invent an ‘Asianness’ to strengthen its position
opposite the EU (2005:309). Scholte, for example, explains how
interregionalism is actually a process whereby the partners come to recognise
themselves as individual regions (1996:70). As a result interregionalism coula
be used both as a tool for managing different and distinct relations for as a
way to define concepts of region.

There have also been calls for interregionalism to be analysed in its

own right and not only within the framework in which regionalism offers. This
would, Soderbaum et al. argues, allow for research on how regionalism and

interregionalism relate and impact on one another (2005: 378). They continue
to explain how interregionalism has an effect on both bilateralism and
multilateralism, with interregionalism becoming an alternative to classical
Westphalian multilateralism. In the meantime bilateralism and interregionalism
could either compete, or exist side by side while actually mutually reinforcing
each other (Soderbaum et al. 2005:379).

This interpretation of the close link between regionalism and
inte}'regionalism has been further expanded in other scholarly analysis as well.
Doidge explains how interregionalism is not only related to international

functions, but that it also contains a specific set of functions related to global

-8 .-



governance which are influenced in their performance by the regional actors
within the process (2007: 244). Regional and interregional are ‘joined at the
hip’ because when different regional actors meet, interregionalism affects
regionalism, while interregionalism is itself shaped by the ‘constellation of
regionalisms/regional actors it involves (Doidge 2007:255).

Regionalism and Interregionalism suggest a set of questions
concerning cooperation which are appropriate for examination under the
context of IPE theory. As noted earlier, the core focus of this thesis is on the
~hature of cooperation, why actors cooperate and in what forms. Regionalism,
specifically interregionalism .in the context of the EC-East Asian partnership,
provides some clear guiding questions, both theoretical and empirical, on how
to begin observing the nature of cooperation. Literature on regionalism has
Incorporated some of the most pertinent questions and areas of primary focus
concerning cooperation within the GPE. ‘

To reiterate, present literature indicates that regionalism occurs due to
the lack of viable and effective mechanisms and institutions for liberalisation

(Laird 1999:150). WTO mechanisms, for example, have proven to be
premature as a means of proliferating trade liberalisation (Mansfield and
Reinhardt 2003). The literature on regionalism also provides evidence that
actors are motivated to maximise their opportunities to increase trade with
preferred actors (Mansfield and Milner 1999, Panagariya 1999). In addition,
the literature also makes note of the forms of cooperation and how they can
take on different manifestations, ranging from bilateral to regional and global
efforts (Aggarwal and Fogarty 2004). In other words, regionalism appéars to
Incorporate some of the reasons actors choose to cooperate, how cooperation
takes places, and in which forms.

Regionalism, interregionalism, and their relevance to IPE theory as well
‘as some of the central questions concerning cooperation are explored

extensively in this thesis. The conceptual chapters to this thesis link our

understanding of theory to regionalism and Interregionalism and argue that
the central questions being asked in IPE are the same ones being asked in
literature on regionalism and interregionalism. The empirical chapters make

- specific use of the EC-East Asian interregional partnership to gain further



insights into some of the central guestions and propositions and enhance our

understanding of cooperation.

Structure and Methodology

In order to explore the key questions within this research project (the nature of
cooperation, why actors cooperate, and in what forms), the thesis is divided
Into five substantive chapters. Chapters 2 to 4 first lay out the theoretical basis

for analysis of cooperation, particularly within an interregional context, and
provide a set of propositions on how cooperation may work within the GPE.
Chapters 5 and 6 subsequently ‘test’ the propositions within the context of EC-
East Asian interregionalism. The Conclusion revisits the propositions made on
cooperation, provides further discussion on the puzzle of international
cooperation, and examines the limitations of the study as well as its general
applicability to other cases of interregional and international cooperation.

Chapter 2 first studies propositions on cooperation inherent in IPE
theory. It first makes an argument against monocausal arguments and
parsimonies and proposes that cooperation is better understood through
eclectic and ‘rich’ approaches'. Drawing on neorealism and neomercantilism,
liberal institutionalism, and social constructivism, the Chapter analyses How
material interest, institutions, and ideas are important in cooperation within the
global political economy (GPE). Chapter 3 brings forward the propositions on
cooperation taken from IPE theory made in Chapter 2, and makes use of
Axelrod’s work on cooperation to develop further insights into cooperation.
This Chapter makes links between the balance in the ‘form’ of the cooperation
process, bilateralism and multilateralism, and the balance in the ‘influences’ of
the cooperation process, material interest, ideas, and institutions.

Chapters 2 and 3 work together to set up the background to
understanding cooperation within the context of regionalism and raises a set
of questions and propositions which are consequently analysed in the latter
empirical chapters. The thesis provides insights into the questions raised by
IPE and cooperation through the use of bilateral and multilateral case studies
of the EC’s relationship with Japan, the Republic of Korea and China. A brief
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history is first introduced on each of the case studies in order to provide a
context to the respective relationships as well as to explore the global political
“economy environment the relationships evolved in. The EC-East Asian
relationships are later analysed in more detail, specifically from an EC point of
view, through the use of trade data, an institutional analysis and a rhetorical
analysis. This series of analysis additionally act as a test of the analytical
framework and specifically extracts the quality of the relationship and the
nature of cooperation. '

Chapter 4 justifies the analysis of the EC-East Asian interregional
partnership as a ‘test’ of the key propositions and questions in cooperation set
up previously in the Chapter. This is done by explaining the role of the EC,
firstly as a global actor, and subsequently as an interregional actor. It is
argued that the EC is capable of acting as a unified global actor, particularly in
Issues of trade, with a unique and complicated mechanism for policy-making.
In its interregional interactions, the section argues that as an interregional
actor, explanations abound on how the EC has a mixture of motivations
ranging from material, institutional, to ideational. Chapter 4 consequently
Justities the selection of East Asia as an EC interregional partner as a suitable
test' for the analysis of international cooperation. It is explained how the
‘uniqueness’ of the partnership, namely the predominantly commercial
Interaction, the short history of the partnership, and the East Asian partners’
tendency towards protectionism, helps to generate a number of insights which
are important in understanding interregional cooperation. In the last section,
Chapter 4 expands on, clarifies and justifies the methodology and
triangulation process used in providing further insight to interregional
cooperation.

‘ Chapter 5 undertakes an examination of bilateral interregional
cooperation between the EC and East Asia through use of vertical and
horizontal approaches. It first makes an examination of the vertical dimension
of the EC-East Asian bilateral partnership, a process which analyses the EC'’s
interaction with each of its East Asian partners individually. The examination
of the vertical dimension focuses mainly on endogenous and exogenous
- effects on the relationship, the fluctuation in cooperation, .and the pattern for

interaction and cooperation in the partnership. The horizontal dimension
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subsequently uses a triangulation of EC-East Asia trade statistics, analysis of
institutional development and dialogue intensification, and a rhetorical
analysis of EC-East Asia strategic documents to gain further insights into the
evolution of interregional cooperation. Consequently, the Chapter draws out
the material, institutional, and ideational influences from trade data,
institutional and dialogue development, and strategic documents to see how

EC-East Asian bilateral interregionalism can be used to gain further insights

into interregional cooperation by looking across the three bilateral
relationships. Chapter 6 mirrors the structure and logical reasoning of Chapter
5, but observes the EC-East Asian relationship from the multilateral context of
the Asia-Europe Meeting (ASEM). From this perspective, the research is able
to examine the interregional partnership from a multilateral perspective and
compares and contrasts it with the bilateral perspective in Chapter 5.

The Concluslion links the empirical findings back to the initial questions
and propositions'and m‘akes an in depth anelysis of the initial research
question on the nature of interregional cooperation in EC-East Asia, why the
partners cooperate, under which conditions, and in which forms. This Chapter
makes proposals on the links between bilateralism and multilateralism as well
as re-emphasising the relevance of material interest, ideas, and institutions in
the .balance between bilateralism and multilateralism. Finally, the Conclusion
re-evaluates the questions and propositions made in chapters 2 and 3,
aCknowIedge a number of limitations to the study, and proposes further
research questions. '

This thesis makes use of data generated from secondary literature for
the history of interaction between the EC and East Asia. The secondary
literature was indispensable for this thesis for several reasons. Firstly, it
provided the highlights for the EC-East Asian partnership as well as the trends
and trajectories. Secondly, it documented the evidence bilateral and
multilateral institutionalisation of the respect partnerships. Thirdly, the various
examples in the secondary literature of the historical highlights provided an
insight into the issue of codes of conduct, trust, and familiarity between the

partners.

Primary sources, mainly trade statistics and original EC strategic
documents, were used In Chapters 5 and 6 as a means to observe how
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cooperation is being conducted. Trade statistics, particularly focused on
aggregate trade and trade imbalances from 1958 to 2005, were collected to
observe patterns in trade. These statistics were subsequently analysed in
conjunction with the historical highlights and used to analyse how material
interests have been relevant in the EC-East Asian partnership. The EC was
expected to have ‘evolved’ due to material interests at various stages of its
par@nership with East Asia, and the collected trade statistics are core to how
this evolution has occurred.

Strategic documents generated by the EC are a useful indicator of how
the EC perceived the direction of its partnerships. In this thesis, all key
bilateral and multilateral strategic documents between 1977 and 2006 were
analysed to gauge how much importance the EC placed on ideas, as well as
to see whether a combination of other EC priorities were present within the
documents. These key strategic documents are considered to be the
guidebook to how the EC cooperates with its partners, so a thorough
examination of the statements made within these documents are expected to
shed some significant insights into the EC's interregional cooperation with
East Asia. ‘ '

These primary and secondary sources are by no means conclusive, but
used together, they generate significant data to provide some preliminary
answers to how cooperation has taken place, particularly with the context of
the EC-East Asia interregional partnership. Combined, these sources are also
critical in extracting the material interests, institutional influences, and
ideational values inherent within the interregional partnership. This
methodology allows us to avoid the inclusions and exclusions present in IPE
theory and literature on interregionalism by objectively noting some of the
most influential criterion in the evolution of cooperation. The discussion of
methodology particularly related to the use of IPE theory to understand
cooperation and on the manner in which regionalism and interregionalism can

be used to explore cooperation, are continued in the next two sections.
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IPE Theory and Cooperation

In this research, the nature of cooperatioh Is extracted from rational choice
theories, liberal institutionalism, and social constructivism which are
considered to be inherently very different, but often overlapping, explanations
to similar phenomena. A definitive formula to understanding cooperation, quite
understandably, is far from having been discovered. One of the reasons for
this is the manner in which social scientists need to carry out their research in
an uncontrolled experimental environment, meaning that most research is
subject to the prevailing “attitudes, beliefs, and interpretations” under a
specific period time and context (Harrison 2001:4). Robert Cox has indeed
become famous among students of IPE in his assertion that “theory is always
for someone and for some purpose” (Underhill 1994: 22). In other words,
“theories of IPE are rooted in personal preferences, prejudices, and
experience.” (Strange 1994.6). Theories of IPE have often been viewed as
“competing and mutually exclusive, even irreconcilable, ideologies” (Underhill
1993:21), meaning that to every theory, there is almost inevitably an equal
and opposite theory. These propositions confirm that value judgements and
preferences are inserted consciously or subconsciously into |IPE theories.
These value judgements ahd preferences play a part in creating parsimonies
as well as dichotomies in analysis.

This thesis is not an attempt to synthesise IPE theories, but rather to
understand the various notions of cooperation presented in modern IPE
theory. The parsimony, value judgements and policy preferences inherent in
the IPE theories are taken into consideration to further understand the nature
of cooperation, reasons for cooperation, conditions for cooperatibn, and the
forms cooperation takes on.

The parsimony of theory potentially presents a problem in analysing
cooperation since a single phenomenon could be explained in a dozen
different ways. Ultimately, most explanations are far from conclusive, and in
fact, most explanations in IPE admit to benefiting from insights developed
from other theories. As a result, a convergence of theories has continually

developed within |IPE, resulting in developments prefixed with the “neos”
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which are clear indications of how each of the major IPE thoughts have found
shortcomings within their propositions and developed accordingly to fit in

ideas originally emanating from theories which they usually contradicted. The

realist school of thought, for example, has taken note of the importance of
institutions, even when it first completely rejected the role of institutions within
the global political economy (Glaser 2003:403). Instead of serving merely as
“theoretical lens” (Wendt, 1999), a “liberal constructivist” direction has also
developed for a “constructivist interpretation of liberal theory” which puts an
emphasis on how ideas and communication are important when they are
more compatible with present domestic values and institutions (Moravscik
1997: 540). Similarly, there have been calls for the synthesis of neorealism
with neoliberalism (Thies 2004: 162).

Chapter 2, the first substantial Chapter, analyses the debates going on
concerning coopération in the GPE between the neorealist, neoliberalist, and
social constructivism. Though the concepts may initially appear daunting and
so different that they appear irreconcilable, some major themes clearly
emerge when one analyses cooperation between actors within the GPE. The
first theme is an apparent balance between material and ideational interest. In
suggestions derived from current IPE literature, actors appea'r to alternate
between the opportunities for tangible and reciprocal returns found Iin trade
and investment (Gilpin 2001: 38, Ruggie 1992:11) and the less tangible

alternative of winning over other states in terms of “ideas” manifested in free
trade, good govérnance and human rights (Forster 2000, Tsoukalis 1997,
- Manners 2002). While the questions linger on for whether actors are ever free
to rﬁake a rational choice and whether states are indeed the main actor in
decision-making, this thesis further examines whether a balance is continually
being struck and re-struck between material and ideational dimensions of
cooperation.

The second theme which this research-extracts from literature on IPE
theory is the balance in the forms of cooperation and how actors may decide

to shape the cooperation process, possibly to maximise efficiency or to
maximise one's own interests. One of the ways to look at this is to distinguish
between the two prevalent modes of cooperation present in the GPE, the
bilateral and multilateral modes of cboperation. IPE literature makes less of a
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distinction between these modes of cooperation, although one might argue
that the institutional elements introduced in neoliberalism make it more
favourable towards multilateralism than neorealism, for example. Social
constructivism, on the other hand, makes equal use of the distinction between
agents and structures, consequently placing arguably similar emphasis on
either mode of cooperation. A key question in this research is linked to the first
theme, and examines propositions in key IPE literature on how the balance
between material and ideational interest may also help to determine the
bilateral and multilateral forms of cooperation, or vice versa.

The third theme in IPE theory which this research makes use of is the
nature of institutions, and how institutions may shape the nature of
cooperation. Neoliberal institutionalists obviously place a strong emphasis on
institutions as a key structure in policy-making decisions (Keohane and Nye
1989, Jervis 1999: 44-46) while their main ideological counterpart, neorealists
feel that institutions, while important, are only secondary in state choices
(Waltz 2000, Glaser 2003). Social constructivists deal with institutions by
considering the system of states embedded in a society of states which
includes sets of values, rules, and institutions commonly accepted by states
and which make it possible for the system of states to function (Ruggie_ 1998:
11). In any case, there is a consensus that institutions matter as a factor in
cooperation and that any analysis of the GPE would be incomplete without
taking the cooperation structures institutions offer into account-. This thesis
aims to further investigate IPE theory and the manner in which theories
suggest how institutions may interact with material and ideational interests
involved in cooperation, as well as help to determine the preferred mode of
cooperation.

While the main theoretical strands of IPE offer some very good insights
into the nature of 'coo'peration, this reseafch contends that most of them
appear to be rather evasive about the manner in which cooperation is initiated
and eventually evolves. The parsimonious nature of each of the theoretical

strands, while valuable in identifying certain factors in cooperation, could also
be considered too determined on seeing the GPE in a predefined manner. In

other words, IPE theorists will see the world exactly the way they prefer to see
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it. This subjectivity of sorts might be considered an obstacle to one'’s
perception of exactly how cooperation functions within the GPE.

In this thesis, Robert Axelrod’'s work on the Evolution of Cooperation

and subsequent research into the nature of cooperation is suggested as a
means both to improve one’s understanding of how cooperation works as well
as to determine how cooperation develops over time and under different
circumstances. Axelrod's initial work focused on two players involved in
cooperation (1984) while his subsequent research analysed more complex
environments where more than two players were involved (1997). Using
computer simulations with programmed conditions, Axelrod derived a number
of hypotheses about cooperation which both confirm and develop on existing
knowledge on cooperation presented in |IPE theory. Axelrod’s conclusions
from observation of simulations of the Prisoner's Dilemma game showed that
rational reciprocity was highly relevant with two player games (1984: 20). In
contrast, values, ideas and codes of conduct, while pertinent in two player
games, were significantly more detectable in n-player games (Axelrod 2001:
7-8). This Is especially true in the promotion of cooperation and collective
behaviour in punishment for those who defect.

Chapter 3 makes use of Axelrod's ﬁndings and attempts to shed further
ight on the observation of cooperation. Unlike the methods used by IPE
reséarchers who rely strongly on historical accounts, Axelrod’s method
involves computer simulations and mathematics. It is perhaps the difference in
the methods used which make the similarity in the conclusions particularly
striking. Conclusions found in Axelrod's work on cooperation replicate the
numerous propositions made by IPE theorists. Inherent in Axelrod’s proposals
are notions that material interest, norms, values and codes of conduct are all
elements which determine how cooperation evolves. Likewise, Axelrod’'s
findings on the Interaction between two agents in a Prisoner's Dilemma and
between multiple agents in a n-player game draw some strong comparisons
with how cooperation may evolve in bilateralism and multilateralism. The

findings not only are close, but this thesis proposes that Axelrod’s research
confirms notions of cooperation found across the IPE theories this thesis

focuses on, including neorealism, neoliberalism, and social constructivism.
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Axelrod's findings support this research’s proposal that cooperation
may be best analysed by extracting notions of cooperation found in major
theoretical paradigms, rather than focusing on single perspectives. This thesis
takes on this key idea and Chapter 3 goes on to introduce a set of key
questions and propbsitions. The main proposition made is that bilateral
cooperation is mostly based on materialism and can be explained, to a large
extent, by the Prisoner's Dilemma framework. Issues such as the relative
power and status of the actors involved as well as quid pro quo action can
determine how well or how poorly the bilateral cooperation process develops.
In contrast, values, ideas and codes of conduct become more relevant in
multilateralism than in bilateralism. This i1s due to a number of factors,
including collective pressure on inherently uncooperative states as well as
clear signs of how the accepted norms have developed at an international
level.

A number of related questions and ideas can be generated and
developed from this key proposition. First, we would expect Institutions to
constrain the ability of an actor to freely pursue its own vested interests at
both the bilateral and multilateral levels. How much of an effect this may have
on \a partnership is a question this thesis constantly revisits. Institutions,
alongside material and ideational factors, are taken as a major criterion in
testing the analytical framework ana analysing the EC-East Asian partnership.
Secondly, this research explores the proposition that bilateralism and
multilateralism can coexist, and could function both proportionally and inverse
proportionally. In other words, the two modes of cooperation may either
reinforce each other, or force actors to choose which mode is its preferred
means to cooperate. The issue under investigation in this research is primarily
under what conditions both bilateralism and multilateralism flourishes under
and how their coexistence may affect the evolution of cooperation.

- Thirdly, this thesis explores the manner in which the ciarity or ambiguity
of policy intentions in a given relationship will have a strong effect on whether
states decide to cooperate or to defect. It is expected that partners will have a
mix of material interest preferences, institutional constraints or capacity, and
ideational preferences. The partners will have a way of signalling these
preferences and ' the fulfilment of one or more of these preferences is
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necessary for continued cooperation. These signals, are however, not always

necessarily clear and the ambiguity of exactly what a partner's policy

intentions are could result in the stagnation of cooperation, or even defection.
Finally, exogenous and endogenous* factors are important for analysis
of cooperation. One would expect fluctuations and exogenous pressure in the
global political economy, or exogenous factors, to affect the immediate
endogenous issues within a partnership. Trade between the EC and East Asia
will be affected by the fluctuations within the global political economy.
Similarly, EC-East Asian institutional development will similarly be affected by
the devélopment of global economic institutions such as the World Trade
Organization as well as internal development taking plaée within the EC itself.
One would also be able expect ideas in exclusive partnerships to change in
accordance with development of global political economy ideas, values, and
codes of conduct. Taking the importance of endogenous and exogenous
factors into account, the research makes certain to cover both factors through
a summarised historical account of the EC-East Asian bilateral and
muftilateral account. A more detailed investigation into endogenous factors
are also conducted through a thorough investigation of material interest,

institutional and dialogue development, and a rhetorical analysis of official EC

strategic documents for East Asia.

Table 1: Key Questions to be Investigated on the Conduct of Interregional Cooperation

Primary Is bilateralism based more strongly on material considerations? Are values, ideas and codes
Questions { of conduct more relevant in multilateralism? What is the role of institutions in this balance?
Related Do institutions constrain the ability of actors to freely pursue vested interests?

Propositions Can bilateralism and muitilateralism coexist? How?

How does clarity of policy intentions affect willingness to cooperate?

How do endogenous and exogenous factors influence partnerships?




EC-East Asian Bilateral and Multilateral Regionalism

There has been no lack of scholars making use of various IPE theory to
analyse cooperation or defection within the GPE and this extends to the area
of EC-EaSt Aslan economic partnerships. In an analysis which covered the
main neoclassical theories, Dent argued that the Asian side of the negotiation
often conducted relations through a state-centric method and often resorted to
neomercantilist tendencies in their international economic relations (1999).
Hamilton-Hart takes on a slightly more liberal institutionalist view by
elaborating on how the governance capacity of the local government could
limit the bounds to cooperation, even if a hegemon or institutions were in
existence in Asia (2003). Kang, taking on a different theoretical perspective,
rejects the basic propositions of neorealism by stating that a balance of power
is not being instituted in Asia, but does not seem to refute the fact that states
are extremely important and the struggle for security is still relevant (2003).
These preliminary examples of arguments amongst a number of
international relations theorists hélp to demonstrate that there continues to be
a struggle over the means to analyse how cooperation takes place within the
East-Asian GPE. The purpose of this thesis is not to argue a singular point of
viev;z on the EC-East Asian partnership through theoretical inclusions and
exclusions. Instead, this thesis intends to test the balances proposed in
chapters 2 and 3 through the use of the EC's bilateral and multilateral
partnership with Japan, the ROK and China. This section first argues for the
rationale behind the use of these three countries and its partnership with the
EC to test the analytical framework. Then, a proposition on the methodology
for the tests are made, with an explanation of how tests of the trade data,
institutional development and dialogue intensification, and a rhetorical
analysis of EC strategic documents can provide empirical links back to the

analytical framework's focus on the two balances (bilateralism and

multilateralism against material interest, institutions, and ideas).

A case study of the EC’s external cooperation with Japan, the ROK,

and China is suitable to test patterns in the evolution of cooperation between
the EC and its Asian counterparts for a number of reasons. The primary

-20 -



reason is due to the fact that all of the East Asian states have historically had

a long and well documented period of constant interaction with the

Europeans. Another important reason is because all three countries are
involved in a multilateral interregionalism, the Asia-Europe Meeting (ASEM)
process, and has extended ties on a bilateral interregional basis as well. This
provides the thesis with a test on both modes of cooperation simultaneously,
which s essential in addressing the balance between bilateralism and
multilateralism.

The balance between material interests, institutions, and ideas is also
empirically abundant in the EC-East Asian relationship. Trade has been the
leading stimulant in a cooperation process between the EC and East Asia, to
the extent that political and social issues have been relegated to a relatively
minor position (Dent 1996, Gilson 2000). With the rise of China's economic
power in the recent decade, material interests have never been more
important in the EC-East Asian partnership. This provides a good measure of
material interest for this research to measure the effects of. ’f .

As for the measure of institutional influence, the EC has also engaged
in a process of both bilateral and multilateral institutionalisation with East Asia.
Bilateral institutionalisation has proven to be intensive, particularly between
the European with Japan and China (Shambaugh 1996, Gilson 2000, Kapur
1986). The presence of international institutions involving East Asia and the
EC has had a profound effect on the EC’s bilateralism and multilateralism in
the ' region. While the Asia-Europe Meeting (ASEM) has been accused of
being lacking in substance as well as enforcement powers, they provide a
stage for negotiation and consultation between the member countries which
usually are followed up under the more formal structure of the WTO. The
abundance of institutional influences in the EC-East Asian partnership
provides rich areas of investigation to provide answers to the questions and '

propositions raised by cooperation and interregionalism.

In a partnership which appears to be so strongly focused on trade,
ideas appear to be the least conspicuous area of enquiry. The EC, however,
is known to produce numerous documents on its external commercial policies

and this extends to its relationship with East Asia. These strategic documents,

many of which are jointly negotiated with its East Asian counterparts, are
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excellent clues of various aspect of the partnership. It is also the best way to
see how ideas, values and codes of conduct have been documented. In other
words, these strategic documents are a significant way to extract how the EC
perceive the partnership is going, and which ideas the EC (and to some
degree, its partners) hold as most important. Through a rhetorical analysis of
these documents, one would expect to see how ideas have influenced the
EC-East Asi'an partnership.

| In the analysis of the key questions and propositions on COOperation In
this thesis, the dynamic elements of cooperation must not be forgotten. Each
of the selected countries has its own distinctive character and its relationship
with the EC is expected to have noticeable patterns of fluctuation in
cooperation. One would have to consider if the changing nature of all actors
involved will result in further interesting patterns in the bilateral cooperation
process as well as the multilateral process. Japan, China, and the ROK all
have had their own respective periods of economic rises and declines and are
all in various stages of economic development. They also operate under what
is still considered to be. an anarchic, hierarchical, and evolving GPE. In
addition to this, the EC and East Asia have the option of both bilateralism and
multilateralism open to them. These dynamic elements of cooperation are
expected to play a significant role in the evolution of cooperation between the
EC and East Asia. , ‘

The analysis of the propositions and questions on cooperation as well
as the dynamic elements of cooperation is examined in detail in the empirical
tests conducted in chapters 5 and 6. Chapter 5 includes a vertical dimension
examination for each of the individual EC-East Asian bilateral partnership but
is also focused, in the horizontal dimension, on establishing a critical and
conceptual analysis which starts to test in detall the two core balances of the
thesis. The empirical bilateral examinations will initially determine whether
there are grounds to claim that there is a stronger focus on material interests
in bilateral relationships. This chapter structure is resembled in Chapter 6 for
the multilateral partnership as seen in ASEM. Instead of a vertical study of the
individual countries, Chapter 6 conducts a vertical analysis of each ASEM
summit instead. Consequently, the horizontal analysis conducts an

examination of the maternal, institutional, and ideational influences across the

-2 .



ASEM summits. The multilateral tests will recall the initial propositions and
questions on cooperation and examine whether there is a clearer emphasis

on ideas in multilateral partnerships.

Active Bilateralism, Passive Multilateralism, and Revisiting IPE
Propositions on Cooperation

The Conclusion c+ritically examines the results of the bilateral and multilateral
tests and analyse the overall evolution of cooperation. This is done through a
consideration of the balance between bilateralism and multilateralism and
material interest versus ideas, values and codes of conduct in EC-East Asian
relations. The previous hypothesis are re-examined in the light of the empirical
ﬁndihgs. This chapter will review the argument as well as the implications of
the proposition that materialism is most pertinent in bilateral cooperation while
values, ideas and codes of conduct are more relevant in muitilateralism. It will
also re-confirm the importance of institutions in the evolution of cooperation.
Similarly, the chapter revisits exogenous and endogenous factors which
appear to have played a part in affecting the conditions under which
cooperation takes place as well as contributed to the fluctuation in
cooperation. The important factor of the clarity of mutual policy intent,
reciprocity, and trust is further clarified, as this appears to have played a role
in the effectiveness or ineffectiveness of the modes of cooperation. In fact, the
existence of the bilateral and mulitilateral modes of cooperation as well as the
material, ideational, and institutional elements ingrained in the evolutionary
dynamics appear to serve both as a stimulant and a hindrance to the
cooperation process. The Chapter goes on to conclude that the EC is
favouring a phase of active bilateralism versus passive multilateralism in its
relationship with East Asia, where the Europeans prefer to shift existing

indifference In thé Increasingly tedious multilateral ASEM process to a set of

more effective bilateral agreements with preferred partners.

The Conclusion also returns to the question of cooperation in IPE
theory and the validity of some of the suggestions made about cooperation
and interregionalism in this thesis. The findings in the EC-East Asian empirical
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study and the tests on material, ideational, and institutional factors on each of

the empirical cases are investigated to see if they support the propositions
made in chapters 2 and 3. This conclusion discusses patterns in cooperation
which can be perceived, factors dictating cooperation or defection, the
theoretical correlation between bilateralism and multilateralism, and between
materialism and ideas in cooperation theory.

" The final section of the Conclusion goes on to address the limitations of
this study as well as to propose some grounds for further research. It
demonstrates how the extraction of insights concerning cooperation from
various strands of IPE theory as well as the use of non-conventional theory
related to cooperation can assist in one’s understanding of interregional
cooperation In thé GPE. Extraction of a particular issue from different IPE
schools, in this case cooperation, helps to overcome the parsimony and the
tunnel vision which coulld limit our understanding of an issue. It also results in

increased objectivity and aids with the comprehensiveness of the analysis.
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Chapter 2 -
IPE Theory ahd Cooperation

Practitioners looking at international political economy theories for an answer
on how to initiate interregional cooperation within the modern global political
economy are understandably a little confused. The study of International
Political Economy (IPE) is littered with findings which yield ironic results,
theories overlapping each other and confusion amongst different camps.

Current debates continue between realists and liberalists, neorealists and
neoliberal theorists, as well as one between the rational choice schools and
the constructivists. A host of midrange theories, offering synthesis between
each of the major theoretical paradigms add further complexity to the debates.
A pfactitioner searching for a simple solution to problems in cooperation would
not find a straight answer while looking at IPE theory.

This Chapter focuses on IPE theory and locates the principles of
cooperation found within IPE. This is done by extracting the main thoughts on
cooperation In the Global Political Economy (GPE) suggested by neorealism,
neoliberal institutionalism, and social constructivism. The Chapter importantly
notes how the inclusions and exclusions on certain principles of cooperation
suggested by the individual IPE theory presents an obstacle to our
understanding of cooperation. This Chapter proposes that an eclectic
approach which combines the insights on cooperation of these major |PE
theories are required to be able to identify the motives for cooperation
between actors, the various forms available, as well as the qualitative nature
of the cooperation process. '

To achieve these ends, this Chapter is divided into three sections. The
- first section presents neoreallism, neoliberal institutionalism, and social
constructivism separately in order to obtain a picture of their individual views
on cooperation. The section separates each of the IPE views on cooperation

according to the central problematics of IPE on the nature of the actor, the

nature of GPE, and the nature of actors’ interaction within the GPE. In addition

to this, Wendt's use of the importance of ideas against the importance of
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structures in classifying theory is used as an extra mechanism to enhance our'
understanding of cooperation based on IPE.

The second section argues that the inclusions and exclusions presént
in the individual IPE theories, while serving as useful insights, are more useful
combined together. The section considers the views of several IPE theorists

who offer the propositions that firstly, viewing the issues for analysis is more
important than presenting theoretical inclusions and exclusions, and secondly

that the IPE theories suggest some very strong areas of overlap. These areas
of overlap provide an excellent case for a combined approach into our
understanding of the principles of cooperation.

The third section then ‘explores’ cooperation using the combined
approach and notes how the IPE theories offer a set of factors which influence
cooperation as well as a set of dynamic elements inherent in cooperation. The

section explains that the main factors of material interest, institutions, and

ideas stand out In IPE theory as the main criterion In Influencing the
interregional cooperation process. These factors need to be considered under
the dynamic elements of constantly evolving- actors, a hierarchical and
anarchic international system adopting to its own evolution as well as the
evolution of actors and alternating bilateral and multilateral modes of

cooperation. These factors and dynamic elements of cooperation are the

major themes extracted from IPE theory as a whole, and will serve as the
main'components of the conceptual questions and propositions introduced in
Chapter 3.

" The third section also includes an analysis of the implications which
|IPE theories have for regionalism and interregionalism. The last part of the
third section examines the underlying debates in regionalism and argues that
the questions being asked in the concept of regionalism are mirrored in IPE

areas of enquiry. In other words, regionalism scholars’ desire to articulate the
significance of the state (or state-led institutions) as an actor, the confluence
between trade énd politics, and the growing importance of ideas are topics
IPE theories similarly try to elaborate and provide explanations for.

In summary, Chapter 2 is designed to extract knowledge on the
principles of International cooperation based on existing traditional IPE

literature and given central problematics on cooperation. The knowledge is
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theﬁ combined and the most important principles of cooperation, namely the
factors influencing cooperation and the dynamic elements of cooperation are
laid out for further analysis. In essence, this Chapter lays down the IPE
background on cooperation which is necessary in taking the thesis further into
Chapter 3 where this thesis further proposes Robert Axelrod’s non-traditional
approach to understanding cooperation as a means of providing further insight

into the analysis of cooperation within the GPE.

IPE Theory: Central Problematics of Neorealism, Neoliberal, and
Social Constructivism

Cooperation in the global political economy takes place under certain contexts
and the study of IPE captures a strongly vivid picture of the ongoing
processes which results in the various forms of cooperation taking place in the
world. Before going into an analysis of the various flavours of IPE theory, a
discussion of some of the central problematics of IPE assists in setting up a
context for analysis of cooperation within IPE. The intention for this discussion
of the central problematics of IPE is so that we can isolate the core of the IPE
theories which are directly relevant to issues of cooperation. This section goes
into a discussioh of this core which includes the nature of the actor, the nature
of GPE, and the nature of actors’ interaction within the GPE.

The definition of IPE and its central problematics remain fundamentally
the same despite some variability within the interpretations. IPE deals
specifically with the Interaction between states and markets within an
international system considered to be under anarchy and attempts to isolate
the various factors which cause the interaction as well as the consequences
of the interaction. It is notable that in IPE, there are the critical problems in
analysing anarchy and the levels of analysis one undertakes in evaluating the
global political economy.

Firstly, the nature of the actor is considered one of the main central
problematics of IPE, and the role of the state and institutio'ns are critical to

one’'s understanding of cooperation. The state continues to be a principal

decision-maker, but Is no longer in complete control and undergoing

_27.



continuous evolution, while the domestic and international levels have

become inevitably interconnected (Underhill 1994:20). Interaction within the

IPE between states and markets continues to evolve in various ways without a
single sovereign authority to dictate the rules. The direction in which the IPE

evolves and how this leads to different interaction between the central actors

continues as a central focus of the study in IPE.

It is integral to note that although state sovereignty has Lshifted
positions and transformed from its conventional nature of being territorially-
bound, its presence continues to be important. The state continues to be a
“crucial nodal point” for political conflict over structure and institutions
(Underhill 1994:37). In a globalised world, states behaviour needs to be more
flexible and new circumstances must be allowed for to enable transformations
towards a more peaceful world (Krasner, 2000). Smith explicitly states that
nation-states continue to be powerful, but are being significantly “re-shaped”
and that identity needs to be reconceptualised as geopolitics is becoming
increasingly outdated (1999: 18). Thus, when defining states’ ‘strengths’,
binding oneself to the old notions of teﬁrritory-locked notions of sovereignty
could result in shallow and erroneous analytical outcomes.

As concerns unique transgovernmental organizations such as the EU,
thisbdoes not necessarily mean that state sovereignty is declining, but rather
that the identifying features of ‘sovere_ignty has changed ever since
globalisation became a part of world affairs. If EU member states have truly
weakened through this decline in sovereignty, one would suspect that the
slide towards integration would have been far swifter and. less problematic.
The nature of the EU's “history-making decisions”, where major
transformations are made to the policy-making framework, are almost entirely
controlled through intergovernmentalism in the Council (Peterson, 1995). One
could argue that the systemic and sub-systemic levels played a large role in
the development of proposals, but the fact that the proposals needed to take
into account the preferences of member states needs to be considered (Hix
1999:202). The Commission cannot propose on a supranational whim, or the

history-making decisions will simply not be taken at the intergovernmental

conferences (IGCs) level.
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IPE also discusses a possible shift from the primacy of the state to one
of states being constrained by ihstitutions.‘ Sassen, in her discussion of
sovereignty in the age of globalisation, writes of how sovereignty has been
decentralised and territoriality to* some degree denationalised when nation-
states have been “reconstituted and partly displaced onto other institutional
arenas outside the state and outside the framework of nationalised territory”
(1996: 28). Keohane took a similar view, indicating that sovereignty had been
shifted from territories categorised by barriers to a “bargaining resource for a
politics characterised by complex transnational networks”. In other words,
state sovereignty continues to matter, but is used differently to bargain for
“greater gains” from exchange in the international area (2000: 117). Milner
instead feels that distribution of power among countries 1s not an exclusive
factor in the formation of the international economy. She quotes Keohane who
said that hegemonies might necessary for creating international institutions,
but once created, they begin to function by themselves (Milner 1998).

The second point of discussion concerning IPE problematics is the
nature of the GPE, particularly the debate on its hierarchical and anarchic
nature. This primarily means that the GPE lacks 'a dominating authority which
takes on the duty of governing the world. As this Chapter will go on to disbuss,
different IPE theories offer different stands or ways of understanding the
nature of the GPE.

Considering the question of the status of actors within the system, one
clearly sees that the de jure status of states as equals is not reflected in
reality. This could either mean that some sort of order between states .has
developed as the neorealists would argue® (Waltz 1986:112), or that hierarchy
is present within the system as the neoliberals would propose. In other words,
the international system has “always been characterised by organised
hypocrisy” due to its multitude of norms, power asymmetries, and absence of
'arny authoritative mechanism for resolving conflicts (Krasner 2000:134). How

this anarchic and hierarchical nature affects actors is an important question
IPE theories attempt to answer.

> Technically, Waltz states that anarchy and hierarchy cannot exist at the same time, but he does admit
to possible development of an order of sorts (1986:112)
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The third central problematic is the interaction between actors and the
GPE and how cooperation can be reached. According to Strange, IPE
“concerns the social, political, and economic arrangements affecting the
global systems of productioh, exchange, and distribution, and the mix of
values reflected therein” (1994: 18). Gilpin defines the GPE as a “sociopolitical
system composed of powerful economic actors or Institutions such as giant
firms, powerful labour unions and large agribusinesses that are competing to
formulate government policies on taxes, tariffs, and other matters in ways that
advance their interests” (2001: 38). Underhill notes how major IPE theorists
appear to have agreed on the essential point that the fundamental problematic
of IPE is the interaction of a transnational market economy with a system of
competitive states (1994:21).

These views offer examples of the agreement amongst |PE theorists
that the nianner in which actors interact with each other within the GPE,
sometimes to reach cooperation, is a central concern of the field. In the
discussion of cooperation in the GPE, one needs to be reminded that the field
of IPE offers various lenses to view the social, political, and economic
interaction between and agents and structures, as well as the results of the
interaction. IPE also attempts to offer varidus explanations to why an
interaction has resulted in such a manner, although findings can be
significantly differént due to the different theoretical orientations. A number of
questions arise from this and include the puzzle of how cooperation is
initiated, what kind of interest matters and how interests are formed. These
are central problematics revolving around the interaction between actors and
the GPE in which IPE theories attempt to provide explanations for.

To sum up, the central problematics of IPE involve the constant
evolution of the actors and institutions, an anarchical and hierarchical GPE,
and attempts to reach cooperation of actors interacting within the GPE. These
~are important areas of consideration in cooperation and are constantly
reflected in the following debates between major IPE theories. This discussion
is important because of a number of reasons. First, knowing about the
different theoretical viewpoints will aid in identifying the major agents involved
within the sociopolitical interaction. Secondly, the various theoretical
argumentations will present a clearer picture of the characteristics of the'
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agency and structure. Thirdly, the assumptions behind the theories will help to

clarify why certain actions are taken and how cooperation has taken on the

form that it does. To reach these important findings, the next section identifies

how each of the theories attempt to explain the three key problematics of IPE.

Neorealism

Neorealism is grbunded on a number of basic assumptions including the
anarchic international system, primacy of states, and the distribution of
material capability (Waltz, 1979). In Waltz’s seminal work, Theory of
International Politics, it was proposed that the only relevant actor, states, were
equal, functionally undifferentiated units of the interstate system, and
distinguished mainly by their relative capabilities to carry out similar tasks
(1979).

Neorealism’s proposition- on the nature of actors is at the core of
neorealist thought: that states are supreme, equal under international law, and
rational. Neorealist theories center in on rational, unitary politicél actors,
conflictual goals, and material capabilities (Legro & Moravscik 1999: 12). It
also sﬁggests that the international political system is anarchic, a direct
implication of the equality and overarching importance of states. States
functioning in an anarchic international system operate on the principle of
relative gains 'and are mainly concerned with national interests. They are
expected to be rational entities in its efforts to maximise national interests.
Neorealists have a common belief that all states are essentially power seeking

units, and this is an obligation if it does not wish to perish (Howlette and Poore
2004: 20). ' _

At first glance, it is perhaps fair to note that the nature of neorealism
leaves little room for cooperation, particularly given the view that supreme
equal states are acting inside an anarchic international system under the
principle of relative gain. Mearsheimer, an offensive realist, explains how the
fear of cheating on agreements in order to unfairly achieve a relative gain

greatly hinders cooperation within a neorealist world (1995: 12). Jervis agrees

on how neorealists view the world to be full of conflict, but still sees room for
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cooperation (1994). Particularly among defensive neorealists, cooperation
can indeed take place although dependent on the ‘severity of the security
dilemma’ and the actors’ intentions (Jervis 1994:62). In the case of
neorealists, suboptimal outcomes are expected due to the fact that states lack
the capacity to reach common interests and that gains are usually relative.
Neorealism’'s state-centric view means that the theory can only
acknowledge institutions to the extent that international institutions are created
by states and used to advance state interests (Waltz 2000, Glaser 2003).
Institutions are considered to be only secondary actors which states will turn
to when they face comparatively peaceful international conditions. Neorealists
view multilateral cooperation as an opportunity for states to share the cost of
involvement, thus reducing costs of intervention so that it is suitable with its
interests (Glaser 2003:410). In other words, realists are that institutions
indicate the distribution of power within the GPE, and that they have no
independent effect on state behaviour or its tendency to cooperate
(Mearsheimer 1995: 7). This implies that in the neorealist perspective,
multilateralism s a lesser alternative to direct interaction with other states
(bilateralism) in only specific conditions. In fact, the realist focus on relative
power can even explain how powerful states such as the US can be tempted
to act unilaterally (Brooks and Wohiforth 2005:509).* ,
Theories based on neorealism which put on a direct emphasis on the
nature of the GPE are proposed in the theories of hegemonic stability and
neo-mercantilism. Hegemonic stability suggests that a dominant power, or
hegemon, would bear the cost of maintaining an international market
economy, institutionalised in international economic regimes characterized by
liberal norms and rules (Underhill 2006:11-12). Charles Kindleberger argued
that the hegemon was necessary for the survival of an open ahd stable world
economy. The theory of hegemonic stability indicates that the existen'ce of a
liberal economic order is representative of the distribution of power among
states in the system. A hegemonic distribution means that the hegemon has

determined that a liberal market system is the most suitable payoff for its

expensive role as the world leader. For Kindleberger, cooperation works

* Brooks and WohIforth, however, make several cases against unilateralism in their article.
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although there is a clearly hierarchical structure and the actors are unequal
due to the natural distribution of .economic power amongst the actors.
Similarly, work by Krasner and Gilpin focuses on how international economic
‘regimes”, with their sets of liberal norms and ‘rules, would guarantee
mafdmum economic yields for the majority and create the opportunity for “free-
riding”. This would eventually result, according to the neorealist prediction, In
certain acts of non-cooperation such as the protection of national markets
against butsiders considered to be a threat (1983, 2001).

Robert Gilpin's neo-mercantilist argument Is that the “nature of the
glbbal economy will be strongly affected by the security and political interests
of, and the relations among, the dominant economic powers, including the
United States, Western Europe, Japan, China, and Russia.” (2001:12).
Relative power in neorealism shapes all outcomes, including trade
negotiations, human rights violations, or military intervention, with those with
more power shaping outcomes to suit their own interests (Sterling-Folker
2006: 14). As such, the main economic powers are “highly unlikely” to
concede control of global economic distribution to market power, parficularly

when today’s political economy could affect national interest to a large extent
(Gilpin 2001:12).

Neoliberal Institutionalism

Neorealism has indeed come under constant criticism by those who perceive
that the theoretical perspective is generally empirically inaccurate, fails to
show more motivations in a hegemon’s dominance, and the lack in content of
relations among states due to its parsimonious nature (Underhill 2006:12).
Sterling-Folker explains the skepticism towards realism by saying that realism
~ severely limits the human ‘reason to achieve the progressive liberal goals or
norms usually accepted as moral rights (2006:13). It lacks the logic found in
goals such as human rights, economic parity, lasting security, founded on the
grounds of reasoned argument, common interests, and mutual moral
principles (Sterling Folker 2006: 13). Keohane and Nye describes the realist
assumptions as challengeable due to its portrayal of the world under constant
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conflict, a picture which does not reflect the real world. This portrayal, while
empirically inaccurate, is still useful as an extreme model of the world and
Keohane and Nye have used this to frame their own seminal work on complex
interdependence, considered to be the third generation of neoliberal
institutionalism (2001:21). Keohane and Nye's work on complex
interdependence deepened the study of neoliberal institutionalism and has led
to the description of the theory as the study of the interaction of individuals in
the economic sphere (Underhill 2006: 13).

The main actors in the case of neoliberal institutionalism are
significantly more comprehensive than in neorealism. In neoliberal
institutionalism, states continue to be primary actors, although it includes the
characteristics of multiple channels (other than states) to connect societies,
absence of hierarchy among issues, and the minor role of the military force
(Kephane and Nye 2001: 21-23). This eventually results in varying goals of
actors according to issue area, the use of different power resources specific to -
issues areas, agenda formation in accordance with changes in the distribution
of power resources, and an increased role for organizations to set agendas
with the weak states making use of coalitions for its own political actions
(Keohane and Nye 2001: 31-33). Moravscik proposes that the core
assumptions of neoliberal IR theory include the primacy of societal actors,
representation and state preferences, and the manner In which the
configuration of interdependent state preferences determines state behaviour
(1997 516-520). _

The focus of neoliberal institutionalists in examining the nature of the
GPE is for means towards an increased efficiency in the international system.
Neoliberals perceive that there can be a hierarchical order, even in an
anarchical world. In such a world, consent and cooperation is possible in
achieving absolute gains. International regimes are expected to increase the
nrobability of cooperation by providing information, reducing transaction costs,
and generating the expectation of cooperation among those involved in the

relationship (Krasner 1983). It appears that the neoliberal institutionalists

believe in much more unrealised or potential cooperation, and that without

institutions one can only expect suboptimal outcomes (Jervis 1999: 44-46).
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As concerns the nature of actors’ interaction within the GPE, neoliberal
inStitutionaIists perceive institutions to be the mediator as well as the means to
achieve cooperation within the GPE. The foundation of international
institutions are based on frameworks of international principles, rules, norms
and decision-making procedures. which states wishing to maximise its
interests will agree on (Krasner 1983, Keohane 1989). Institutions
encompassing these principles make use of the ideals to constrain the states
from absolutely maximising its interests and preference through unilateral
power (Keohane, Nye, and Hoffman 1993:2-3). It also increases the level of
information provided to all parties by increasing transparency as well as to
raise the costs of defection (Kupchan 1994: 50-51). While neoliberal theory
does not argue that institutions matter in every instance, or that it virtually
guarantees cooperation, the neoliberal argue that multilateral cooperation can
under certain conditions be easier to achieve when international institutions
exist (Sterling-Folker 2004: 63).

Neoliberal institutionalists views on cooperation are markedly more
optimistic than their neorealist counterparts, perhaps because of its strong
focus on economic issues. As noted by Lipson, many of the different
institutional arrangements created within the GPE are associated with
economic and security issues, and the possibility for cooperation is increased
when economic relations are being discussed (1988). Clearly, neoliberal
institutionalists are more accommodating (than neorealists) towards
coo‘peration in their aim towards the resolution of market failures (Ruggie
1998:9). The neoliberal perspective puts a lower emphasis on material power
and argues against the overwhelming power of a single authoritative actor
such as the state. This has essentially resulted in an analytical perspective

focused not only on the importance of institutions for cooperation but has also

drawn in, to some extent, the relevance of social forces.
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Social Constructivism

A limitation of the neorealist and neoliberal institutionalist notions  of
cooperation is that the premises for analysis cannot always explain reasons

for states to cooperate so well with each other in some situations, while failing

to do so in other situations. The weakness of basing theories on state
centricity and focusing on the zero sum maintenance of state interests, the
mainstay of neorealist theories, serves to poorly explain the various external
factors determining policy outcomes. Placing the focus mainly on the state
also means that a number of other influential actors involved in policy-making
are excluded from the policy process. This is similar to neoliberal theories,
which give due emphasis to the importance non-state actors, such as
multinational corporations and institutions, .but still lack a comprehensive
analysis of why the various state or non-state actors behave the way they do.
Again, it does not completely gives reasons for the varying degrees of
cooperation, some of which take place regardless of the state, national
interest, corporation’s interest, or institutional frameworks. As Wendt argues,
neorealism is incapable of explaining structural change, “underspecified to
generate falsifiable hypotheses”, and does not even explain the “small number
of big and important things” which it purports to do (1999: 17). The issues of
ideas and the ‘social construction’ of actors are a glaring omission in the
neorealist and neoliberal institutionalist theories.

The Third Great Debate in IR involves an awkward bouf between the
neorealists and neoliberalists against the emerging conténders, social
constructivists. The debate is awkward because social constructivism is not a
theory of international palitics, but encourages us to look at how actors are
socially constructed, not which actors to study or where they are constructed.
As such, units, levels of analysis, or agents and structures embedded within
international politics need to be chosen (Wendt 1999:7). o

This brings us to the first area of difficulty in constructivism: that it is a
social theory that ‘does not make claims about the content of social structures
or the nature of agents at work in social life' (Finnemore and Sikkink

2001:393). Wendt argues that in social constructivism, structures of human
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association are determined primarily by shared Ideas rather than material
forces and that identities and interests of purposive actors are constructed by
these shared ideas rather than given by nature (1999). He further states that
the debate in international political theory should be between different theories
of system structure and how structure relates to agents (1999; 11-12). It

emerges from social constructivism that international actors are based on
ideas as much as by material forces, and eventually ail observation (in rational
choice theory) s theory-laden, dependent on background ideas, generally
taken as given or unproblematic about what kinds of things there are and how
they are structured (Wendt 1999:370'). In other words, social constructivism
can only serve as a framework for us to understand how agents and
structures are mutually constituted, and through that framework, it is possible
for us to understand the composition of cooperation in the GPE. '

Social constructivism give institutions their due importance within the
GPE's social framework. In Barnett and Finnemore’s analysis of international
organizations under a constructivist lens, they reach three conclusions. The
first is that institutions can be viewed as purposive actors, instead of merely
an arena for states to pursue their policies. Their second argument is that
thrdugh institution’s autonomy, they can have independent effects on the
world and become powerful actors in the GPE in their own rights. Thirdly,
Barnett and Finnemore note how institutions can also be evaluated
normatively, and contrary to propositions made in other theories, institutions
can have as many undesirable qualities as they have desirable qualities
(Barnett and Finnemore 1999:726). Additionally, a number of academic works
in the area of social constructivism have also noted how institutions can
teach’ states new norms of behavior (Finnemore and Sikkink 2001: 401). ,

Highlighting the theoretical stand of social constructivism on the nature
of the GPE is far from being a straightforward task, primarily because the
viewpoint is largely a-la-carte. Wendt's observation that “anarchy is what
states make of it" Is representative of this a-la-carte nature. Social
constructivism indicates that structure produces agency and vice versa which

means that the nature of the GPE and the interaction of actors within the GPE
is constantly evolving. Consequently, their resulting interaction is determined
by how the dominant structures and agents have been formed at certain
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periods of time. Barnett notes how the normative structure shapes the identity

and interests of actors such as states, and that these identities and interests

are rarely constant (2005: 263)Even the nature of how power is used by
actors Is divided by social constructivists into the conceptual areas of
compulsory, institutional, structural, and productive bower (Barnett and Duvall
2005). Barnett and Duvall argue that power is reflected in the production of
effects that shape-an actor's capacity, in and through social relations
(2005:39).

Ironically enough Wendt's version of thin constructivism itself is not free
of problems. Wendt admits that his works should only be used as a
“theoretical lens” (Wendt, 1999) and that by itself, certainly does not explain
any state behaviour or give any “few and big” propositions (Keohane
2000:126). This statement alone puts constructivism at a serious
disadvantage over other theories by admitting that it cannot stand alone, and
that like other critical theories, are limited to dissent while sacrificing authority
over big topics to mainstream theories (Amin&Palan 2001:560). Social
conétructivism’s arguments could, to some degree, be in danger of tautology,
because of the manner in which he implied the possibility of “identifying
actors’ identities as circumscribable entities at any given point in time” which
effectively ignores the complexity of the identity phenomenon (Zehfuss 2001:
340). Sacial constructivism has also been accused of lacking empirical data
and unable to overcome the situation of “thinness of norms” in the
international environment (Krasner 2000:131). Critics of social constructivism
note that ‘theory’ could be considered as more successful in stimulating
thinking about the analysis of international relations than in renewing
ontological debates (Keohane 2000:126).

|deas versus Structures in IPE Theory

While the previous parts offered a means of understanding the difference
between IPE theories through an analysis of its central problematics, this brief
part offers an additional way to understand the differences in IPE theory

through Wendt's use of ideas versus structures. This is offered in addition to
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the central problematics in IPE so that it is distinctly clear how the IPE
theories analysed in this thesis are classified. There are suggestions that in
order to classify a set of theories into a theoretical paradigm, the paradigm
needs to have superior parsimony, coherence, empirical accuracy, and
multicausal consistency (Moravcsik 1997:515). In other words, IPE theory
necessarily comprises of inclusions and exclusions which is necessary,
éccording to Moravscik, to maintain methodological rigour. These inclusions
and excldsions are comprehensively demonstrated in Wendt's classification of
theories through the use of ideas versus structures.

In Wendt's classification of international theories, a distinction is made
between the difference the ideas make (materialism and idealism) and the
differences that structures make (holism and individualism). Materialism
focuses mainly on issues of national interest, while idealism has value and
ideological frameworks such as human rights, democracy, and free trade as a
centre. A holistic structure focuses mainly on structures, while an individual
structure is one giving importance to the single agent, or actor. As such,
realism would be identified as a theory which is both materialistic and
individualistic in nature, while liberalism would be grounded in idealism and
individualism. Wendt's own “thin constructivist” stance would be situated

somewhere in the idealistic and holistic classification (Wendt 1999).

Figure 1: Wendt's Classification of International Theories

World Systems Theory Holism | English School

Neo-Gramscian Marxism World Society
| Postmodern IR
Feminist IR

Materialism

Liberalism Idealism
Classical Realism

Individualism

Wendt's classification of international theories
(1999)
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There are other ways of classifying theories, such as the method proposed by
Legro and Moravscik, although such classifications also rely on the influences
of materialism against idealism and holism versus individualism (1999). Legro
and Moravcsik see three paradigms, including the institutionalists, liberal, and '
epistemic paradigms. They state that the debate has traditionally revolved
around the question of scope, power, and the interrelationship or variation in
material capabilities (such as seen in realism), national preferences (such as
in liberalism), beliefs (such as in epistemic theory) and international
institutions on state behaviour '(1999: 11). This method of classifying theories
helps to reconfirm Wendt's idea that theories can be classified according to

their emphasis on materialism or idealism on the one hand, and holism or
individualism on the other hand.

Understanding Cooperation through Convergence of IPE Theories

The notoriously complex debates between advocates of each theoretical
school serve to prove the point that there are extensive areas of overlap
between each of the schools and that theory is not only about inclusions and
exclusions of certain principles of cooperation, but is also about convergence.
At times, the ideas debated become so converged that theorists seems to
have become so perplexed that, in several instances, they begin to ask the
other camp why they are even arguing. One of the obvious answers to this is
that throughout the great debates, except for some of the most headstrong
theorists (see Waltz 2000) an extensive process of adoption of ideas from the
other camps has been put in place. This process of convergence between
theories has proven useful to our understanding of the GPE because
academics appeér to be conceding ground to each other by admitting that
their own championed theories are still incomplete. Weaknesses in the
theories, often due to their necessarily parsimonious nature, also limit our
understanding of the circumstances under which cooperation take place.
Convergence, on the other hand, may actually assist our understanding of
cooperation by not limiting the understanding to a set of dichotomous rules,

but instead opening up to a more eclectic approach.
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Strange urges that a suitable method for analysis should allow the

researcher to “allow more pragmatism in prescription” as well as an analytical

method which would transcend the available ideologies and make
communication or debate possible between them (1994:17). She urges that
theory should try to “scientifically explain”, without bias, aspects of the
international system not easily explained by common sense while not
necessarily trying to predict or prescribe (1994:11-12). In advancing the theory
of neoliberal institutionalism, Keohane and Nye integrate the realist
importance of power to such an extent that Legro and Moravscik have
classified neoliberal institutionalism as belonging to the realist paradigm
(1999). The “via media”, an approach taken by constructivists such as Wendt
stresses the means in which rationalism and constructivism could be
synthesised by means of an antimaterialist and holist methodology (see
Wendt 1999, 2000). Similarly, Barnett notes how constructivism and rational
choice, although generally considered competing approaches, can be
combined to further one’s understanding of global politics (2005:264).

There seems to be an ongoing set of differences which are not totally
irreconcilable between IPE theorists concerning the inclusions and exclusion

inherent in IPE theory and the overlap of theory suggests that they may not be
as different as they first appear.

Table 2: IPE Theory — Extensive areas of overlap?
— Neorealism/Neo-Mercantilism | Neoliberal Institutionalism Social Constructivism

f: Nature of Actor . Focus on States, Equal under | States key, but also existence | Actors based on ideas and structures
| international law, and rational relating to agents (agents produce

structures and structures produce agents)

of societal actors working
under muitiple channels,
| institutions, and organizations
Nature of the Global Political | Anarchic with some sort of | Anarchic, hierarchical Anarchy is what states make of it |
Economy order (Waltz), hierarchical

(according to hegemonic
stability)

Initiated by states, Maximise

Nature of Actors’ {nteraction
Within the GPE

Maximise national interest —

Normative structures and ideas shape

national  interest, relative | often where actors have | how actors interpret and construct their

material gains

mutual interests, often under { social reality as well as their identity and

institutions, absolute material | interests

gains

ldeas versus Structures Materialist and Individualist Materialists and Holist idealist and Holist
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Despite the given contrasts between neorealism and neoliberal
institutionalism, the two theories admit to the importance of rational choice, an
issue which gives rise to the question that neorealism and neoliberal
institutionalism are two sets of theories which are not as unlike each other as
they appear to be. Keohane and Martin have admitted how both admit that the
lack of a sovereign authority allows states to advance their interest
unilaterally, making the two theories “half-siblings™ (1999:3). In essence, the
basic proposition 'of power advanced by the neorealist school has also been
'adopted by the neoliberal school. It has also been mentioned that the divide
between heorealism and neoliberal institutionalism is greatly exaggerated,
due to the fact that even neorealists take into account the fact that states use
institutions to advance their interests (Glaser 2003: 409). Consequently,
neoliberalism is often identified as a “virtual twin’ of realism, while other
neoliberals have called for the synthesis of their approach with Iiberalism
(Thies 2004: 162). Although the debate between neorealism and
neoliberalism has become rather dated and their fields are now more
reconcilable than ever before, considering their respective arguments
continues to be necessary for a proper analysis of international cooperation.
Taking In new strands of neorealist and neoliberal thought might
explain this phenomenon in the global political economy and provide some of
the reasons cooperation exists under anarchy. Ernst Haas offers one
explanation, by indicating that welfare state encourages leaders to initiate
cooperation with each other as much as possible, because it offers a means
of éatisfying the needs and demands of constituents (Ruggie 1999: 1).
Axelrod and Keohane have argued that organisation in world politics exists
despite anarchy, and that relationships between actors can be carefully
structure in some issue areas (1986: 226). Jervis explains that while offensive
realists continue to explain the world in terms of zero-sum relationship,
defensive realists are much more likely to agree with their neoliberal
counterparts (1999). -
The social constructivist's view that neorealism and neoliberalism
disregards the role of ideas may not be entirely true, and there may actua"y
be overlaps in this theoretical ‘divide’ as well. Consequently, the argument

that neorealism and neoliberalism might have overlooked preferences, rules,
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and norms might seem unfair for advocates of the respective schools.
Keohane has argued that a connection between ideas and the material world
can be found in concepts of interest and power (2000: 127). It is also true that
to a certain extent, interests do involve beliefs (Keohane 2000: 128). It is also
true that in modern structural realism, realists often make use of other theories
to explain issues not covered by realism’s central thesis (Glaser 2003:403).

To this, even Wendt makes a partial contribution by admitting that
material conditions, such as that found within neorealism and neoliberalism,
also have the constitutive effects, albeit independent of ideas, of physical
limits of possibility and defining cost and benefits of alternative courses of
action (2000:166). To constructivists, who have more flexible propositions
concerning Interests, preferences, norms, and ideas these argument would
seenﬁ to inadequate. After all, interest and power are usually held as constant
in the neorealist and neoliberal worlds, while constructivists would suggest
that preferences and ideas are constantly changing. As cooperation is
concerned, this may have translated into variations between hard bargaining
1. and‘ soft negotiation.

Social constructivists argue that “the system of states is embedded in a
society of states which includes sets of values rules and institutions that are
commonly accepted by states and which make it possible for the system of
states to function” (Ruggie 1998: 11). Ruggie argues that neorealism .and
neoliberalism does not sufficiently explain how territorial states acquire their
current identity and interests, and does not have an analytical means for

dealing with the fact that specific identities of specific states have a way of

shaping their perceived interests and patterns of international outcomes
(1998:14). Yet, neoliberal institutionalists do have arguments on preference
formation and transfusion which could be considered to lean heavily towards
ideational elements of constructivism, although in its strictest sense, their
focus on the formation of domestic preferences and transfusion into
institutions is not a constructivist idea.

While it is true that there are significant overlaps in IPE theory which
facilitate the combination of approaéhes to increase our understanding of
cooperation, the unique insights which do not necessarily overlap serve to fill

in each other’s inadequacies. A strong point of consideration is the manner in
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which neoliberal institutionalism fills in the gap left behind by constructivists
such as Wendt concerning how normative ideas at the domestic level affect
the international system, instead of looking at only ideational elements at the
international systemic level. Neoliberal institutionalists would explain that state
actors are bound by the rules and regulations set up by international
institutions, and that domestic preferences used to launch institutions also
embrace norms and values. ldeas, classified as world views, principled
beliefs, and causal beliefs, could influence politics by “acting as road maps,
helping to cope with the absence of unique equilibrium solutions, and
becoming embedded in durable institutions”. Nevertheless, a ‘“liberal

constructivist” direction has already been undertaken for a “constructivist

interpretation of liberal theory” which puts an emphasis on how ideas and

communication are important when they are more compatible with present
domestic values and institutions (Moravscik 1997: 540).

l It appears that while the rational choice camps offer a good insight into
the structure of the current global political economy, especially concerning the
role of dominant actors and vested interests, they strugglés to explain the
sobiél side of relationships. Rational choice theories such as neorealism and
neoliberal institutionalism concur that anarchy exists within the international
system, but they differ mainly on the extent of anarchy and the degree of
independence main power have in making a decision (Lawton et al 2000:6).
This rather bleak view on the nature of the global political economy means
that rational choice theories imply that cooperation is based on the influence
of some extremely powerful actors and that negotiations are conducted on the
basis of vested interests. While neoliberal institutionalists would explain that
state actors are bound by the rules and regulations set up by international
institutions, the norms and values inherent in the setting up of international
institutions are not as obvious iIn their explanations. As such, social
constructivist theories which attempt to explain the intangible composition of
relationships through the analysis of the structure of the global political
ecOnomy as well as the inherent qualities of interactions are highly valuablé,
While international political economy theorists attempt to clarify their views on

the functioning of the global system, it is becoming increasingly true that in

some areas and In.some types of interaction, some theories offer more
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relevant insights than others. This also holds true for cooperation, where the

consequences of cooperation varies according to the influencing factors in the

process as well as the context for cooperation.

Exploring Cooperation

Cooperation is considered to take place when “actors adjust their behaviour to
the actual or anticipated preferences of others, through a process of policy
coordination” (Keohane 1984: 51-52). This general description of cooperation
has become the accepted definition, with policy coordination implying that
state policies have been adjusted so that undesirable outcomes for states
théy are interactihg with are decreased (Milner 1997: 7). As noted in the
Introduction, in this thesis, cooperation is considered to take place when
actors in partnership either consciously or unconsciously adjust policy
coordination to maximise mutually beneficial outcomes while minimising
undesirable outcomes. The contention in this part is that policy coordination
and preferences are formed, as suggested by IPE theory, through the
influencing factors of material interest, institutions, and ideas.

Avoiding inclusions and exclusions means that one can draw on the
collective insight on cooperation made by each of the theories discussed to
further understand interregionalism. Each of the theories, different in some
issues while similar in several insights, help us to isolate a number of factors
necéssary for the understanding of cooperation. Factors Influencing
cooperation might not be as complicated as the theories individually and
collectively suggestion. Recognition that process and environment, or
stru.cture, are interactive parts of the same whole would eliminate debates

such as the one between neorealism and neoliberalism, constructivists argue
(Wendt 1999, Thies 2004: 179).

The neorealist and neomercantilist contribution to our understanding of
cooperation is its focus on state-centrism, maximised zero-sum material

interest, and the secondary role of institutions. Before social constructivism

and the issues of normative ideas and socially constructed realities were

offered in IPE theory, one had a fairly precise idea of how cooperation would
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take place. The state-centric neorealist school would argue that cooperation
would be in a predominantly bilateral form and would focus on security and

power. This was if cooperation would ever take place at all, something hard
core realists are sceptical about.

Neoliberal - institutionalists’ contribution to the understanding of
cooperation is far more explicit. To reiterate, the theory focuses on institutions,
interdependence, multiple channels of contact, and the assumption that state
goals are multiple and unhierarchical. The implication for cooperation is that
the chances for cooperation are higher, would take place in a predominantly
multilateral form, and would focus on efficiency and relative gains>.

" The constructivist school says a lot about how cooperation might be
formed, but proposes very little on the possibility, form, and main goals for
cooperation. The main contribution from social constructivism is in obliging us
to think of how ideas are an important component of cooperation, and helps to
explain how cooperation takes place when the neorealists and neoliberals
would consider cooperation to be very unlikely. Notably, Wendt has proposed
that the question Is not materialism versus idealism, but rather how material
forces and ideas are articulated. He states that ontological awareness is
important, and some issues have to go in the foreground while others stay
significant but in the background (2000:170). Social constructivism’s status as
a “way of looking” at international politics, however, essentially surrenders its
potential to be a theory which gives a precise framework for the analysis of
cooperation. '

Drawing on the contributions by each school of thought as noted in this
part and in the previous section, the three critical factors which influence
cooperation comprise of material Interest, institutions, and ideas. The
neorealist school puts a very strong emphasis on the fulfilment of material
interest, particularly by the state. Neoliberal institutionalism, while agreeing
with neorealists on the difficulty of achieving cooperation in anarchy, puts its
faith in institutions as well as the fact that there are a wider range of actors as

well as issues. Finally, social constructivism proposes that without the

> Neoliberal institutionalists also admit to a strong degree that national preferences are dominated by
materialist values. |

- 46 -



analysis of ideas as one of the critical factors, it is impossible to understand
how cooperation takes place.

Understanding the nature of cooperation through the convergence of
theory, apart from the mentioned critical factors, also requires an
understanding of the dynamic elements of cooperation. Neorealism, neoliberal
institutionalism, and social constructivism all contribute to our understanding
- of these dynamic elements of cooperation. To understand cooperation, one
first needs to conéider the nature of actors, who are the primary participants
within a cooperation process. Secondly, this section argues that cooperation
takes place under the context of a hierarchical international system which
means that actors are not created equal, and do not have an equal say in the
cooperation process. Thirdly, this section emphasises the importance of the

modes of cooperation, bilateralism and multilateralism, as another dynamic
element of cooperation.

The first dynamic element of cboperation in which IPE theory urges us
to take into account is the evolutionary nature of actors, and the distinction
between claims of rationality and the evolution of actors’ identities and
preferences. This context is iImportant because it serves as a starting poin't to
~our understanding of how rationality, as argued by neorealism and neoliberal
institutionalism, continues to be a dominant description of actors functioning in
the global political economy, although suggestions that a more careful
methodology to determine what is “rational” might be required. States, for
“example, are rational, arlthough' perhaps no longer unitary, actors working in
ana'rchy. It is also important to remember that the state is embedded within
and shaped by domestic and global social forces/structures, and that agents
constitute  structures as much as structures constitute agents
(Hobson&Ramesh 2002:8, 19). This means that while actors interact,
identities and Interests are sustained and expectations are created, thus
creating and maintaining social structures which subsequently limit choices

(Wendt 1999).

As regards the nature of actors, identities and preferences are usually
held as constant in a number of issues, particularly those normally regarded
as high politics, while in lower politics identities and preferénces might be

more malleable. It is, according to social constructivists, debatable that
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Identities and preferences do change from time to time according to the ideas
present in the international system at the period, but one usually sees a strong
inclination towards the preservation of security issues as well as matters of _
national interest. It is an important reminder that identities and preferences
change while the policy exchange area under discussion changes from states
to markets and to the different levels in states and markets interaction.

The second dynamic element of cooperation, according to suggestions
in |IPE theory, is the evolutionary nature of a hierarchical international system
which is expected to change accordingly with the evolution of actors within the
system. Structures and the society matter in the debate and without some sort
of consideration over these factors, a complete understanding of how
cooperation takes place between states, institutions, and society would be
difficult. It is also important to note that the state is embedded within and
shaped by domestic and global social forces and structures, and that agents
constitute structures as much as structures constitute - agents
(Hobson&Ramesh 2002:8, 19). This means that while agents interact,
identities and interests are sustained and expectations are created, thus
creating and maintaining social structures which subsequently limit choices
(Wendt 1999).

Considering the question of the status of actors within the system, one
clearly sees that the de jure status of states as equals is not reflected in reality
as noted in earlier discussion on anarchy, hegemons, and the hierarchical
international system. Today, it has been argued that due to the growth of
international institutions and a supposedly weakened US economy, the US
hegemony is in decline (Corden 1990:13). This claim is today contentious and
under debate, especially since the United States today “enjoys a power
advéntage this i1s unmatched in modern history, both in the overall size of its
advantage and in the diversity of its predominant power, which includes
economic, military, and technological advantages” (Glaser 2003:405).

Rational choice theories offer straightforward material explanation for
the hierarchical institutional arrangements, especially found in the state's
contractual relations, credit rating agencies, and off-shore tax havens, it has

been argued (Cooley 2003). Even social constructivists would admit that the
real world is hierarchical, and that “anarchic” norms often fall prey to various
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kinds of hierarchical structures such as hegemonies, influence sphere, patron-

client relations, and informal empires (Wendt 2000: 177). The question of
hierarchy, or suggestions of some sort of unequal order, among states
characterises the nature of the international system and must be taken
account of when considering factors for cooperation.

The third dynamic element of cooperation implied by IPE theories
concerns the mode of cooperation and the links to material interest,
institutions, and ideas. To understand cooperation, one must distinguish
whether cooperation is grounded on a bilateral or multilateral basis and how
material interest, institutions, or ideas influence the mode of cooperation. In
today’s GPE, it is highly possible that one would be analysing the interactions
between an international organisation with a state, or regional organisations
with a transgovernmental organisation. Empirical evidence has become
availéble to show that Important powers might prefer multilateralism in some
cases while resorting to bilateralism in other cases (Hemmer&Katzenstein
2002:575). It is also highly likely that a state would be able to carry on a
cooperative relationship with another state through both bilateral and
multilateral means simuitaneously (Smith 2004). Analysing why a mode of
cooperation becomes predominant and the explaining the success of a mode
of cooperation in a partnership is important for the understanding of
cooperation.

The major influencing factors for cooperation and the dynamic

elements of cooperation give rise to a number of important considerations.

One must first ask how and why cooperation fluctuates. Present theoretical
frameworks do very little to explain why cooperation takes place in some
cases, and while it does not in others. Cooperation can fluctuate and actors
can‘ behave unexpectedly to those they interact with, even when the
predominant conditions appear to be the same. In some cases, it appears to
boil down to the simple matter of how the actors behaved within the
negotiation process. In most cases, however, intricate details overlooked, if
not ignored, by the main theoretical perspectives are the deiermining factors

on whether cooperation took place in a particular case. Available IPE theories

such as neorealism and neoliberalism, due to their necessarily inclusive and

exclusive nature, deal highly inadequately with grey areas in cooperation.
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Constructivists’ non-arguments offer little in the area of causal explanations
but do help to clear up some of the constitutive elements of cooperation.

The given critical factors which influence cooperation and the dynamic
elements of cooperation will become a recurring theme in the following
Chapters. Chapter 3 makes use of Robert Axelrod's work on cooperation to
inform and consolidate existing IPE theories. The chapter discusses in detail
how the underlying factors of material interest, institutions, and ideas can
influence actors t_o gravitate towards the bilateral and multilateral modes of.
cooperation. Chapter 3 consequently introduces a set of conceptual
problematics to attempt to bridge the gap between the theoretical paradigms
in order to promote convergence and avoid parsimonies. In Chapter 3's
proposition of an empirical test for the conceptual problematics, EC-East
Asian evolution of cooperation, there is a continued reference to the
evolutionary nature of actors, the evolutionary nature of the hierarchical

international system, and the constant shifts between the bilateral and
multilateral modes of cooperation.

IPE Theories and the Implications for Interregional Cooperation

As noted in the Introduction to this thesis, a combination of theories has been
necessary in understanding the EU’s motivations for engaging in regionalism
and interregionalism. The debates in classical IPE theories of neorealism,
neoliberal institutionalism, and social constructivism elaborated in this Chapter
and its findings apply to interregionalism as well although translation of some
of these conclusions to interregionalism may not be straightforward for a
number of reasons. The main reason for this is because of the struggle in
defining regionalism and specifying what its main features entail. In other
words, understanding the implications IPE theories have on interregional
cooperation requires an examination of the so far unresolved debates on

interregionalism. These debates are centred on the familiar topics of the

significance of the state as an actor, the relevance between trade and politics
in the international system, and the growing important of ideas.
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- We can expect these theoretical debates to extend to interregionalism.
Hériggi notes how realism would focus on the dynamics of rival regionalism
and the attempt to balance power between different regional actors (2000:8).
He continues to note how we can expect liberal institutionalism to emphasise
the necessity of cooperation to manage complex interdependence on an
interregional level (Hanggi 2000:9). Other scholars have made use of social
constructivist approaches which explain how identity is formed through
interregional interaction (Riland 1999: 3-7, Gilson 2005: 309-310). Systemic
explanations of interregionalism have also been made through eclectic
approaches which combine, for example, realist and liberal-institutionalist
perspectives (Roloff 1998).

To begin with, ah agreement among scholars of interregionalism still
has not been reached on who the main actors in interregionalism are and
whether the state (and institutions led by states) continues to be one of the
main actors. This argument relates directly to the IPE theoretical discussion
over the nature of the actor. Many define regionalism as cooperation within
regions, while others consider regionalism to mean ‘subregional cooperation
creéted from below, not by states or supranational actors’ (Lahteenmaki and
Kakonen 1999:204). If the latter view is to be taken as true, neorealism, and to
some extent neoliberal institutionalism, would lose some of its relevance in the
interregional debate. This is a controversial proposition and not entirely
backed up by empirical evidence. In. the Introduction as well as in this
Chapter, this thesis has argued the manner in which the state continues to be
primary actors within the GPE. Likewise; Lahteenmaki and Kakonen, while
noting the growing Iirrelevance of the state and the changing notion of
sovereignty, argue that neorealism ‘cannot be entirely replaced’ and that ‘most

forms of regionalisation in Europe are still strongly influenced by the state’
(1999:221)..

Similarly, Soderbaum and Langenhove state that states are ‘certainly
important’ and ‘crucial actors of interregionalism’ although they have noted
how non-state actors are often found to be involved in the process (2005:258).
Pedersen argues for the continued importance of the state by proposing a
‘partial theory of regionalism based upon modified realist tenets’. He explains

that his theory of cooperative hegemony argues that the most salient points in
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regional projects are best explained through examination of the interests and
strategy of the biggest state (or states in the region (Pedersen 2002:678). This
approach in understanding regionalism makes use of not only power politics
(derived from realism) but also provides attention to the evolving ideas and
institutions of these states (Pedersen 2002:695).

The literature on interregionalism reflects the IPE theoretical debate
over the nature of the GPE in the manner in which new regionalism is being
defined. One of the features which distinguish new regionalism is the manner
in which one or more small countries link up with a large country (Ethier
1998:1150). This clearly portrays a degree of hierarchy within the GPE,
particularly when in new regionalism, most of the important regional
arrangements have been proven to be one-sided with the smaller countries
usually making more concessions (Ethier 1998: 1150-1151). Another point to
note is how third-generation regionalism attempts to manage the anarchical
GPE by shaping global governance and are not just aimed at optimising
economic and political processes (Soderbaum and Langenhove 2005:257).

Apart from the debate on actor focus and the importance of states, a
struggle appears to have arisen on issue areas and whether interregionalism
is primarily focused on trade, politics, or a combination of both. This relates to
the IPE theoretical discussion over the nature of actors’ interaction within the
GPE. Much of the literature on regionalism appears to agree that PTAs and
their explicit focus on trade has been the most obvious product of regionalism.
Yet, not dissimilar to the manner in which politics and economics have fused
into the study of IPE, the two appear to have become integral partners within
regionalism as well. This is well represented in Fishlow and Haggards'

definition of regionalism as ‘regional concentration of economic flows or
political process characterised by economic policy cooperation ahd
coordination among countries’ (1992). The third wave of regionalism, for
example, displays strong evidence of political economy, particularly when it

implies the shaping of global governance (Soderbaum and van Langehhove

(2005: 257) and the willingness of major global actors to mediate trade
disputes (Mansfield and Milner (1999:591).

Added to the debate around politics and trade is the issue of ideas,

vales and codes of conduct. This is linked to the IPE theoretical debate on
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iIdeas versus structures. ldeational arguments, particularly in EU literature,
note that the EC’s desire to expand its global “actorness’, often reflected In
interregionalism, is part of the EC’s desire to expand its normative power. This
has been said to be empirically evident in the EC’s interregional efforts with
the Mercosur bloc (Doctor 2007), ASEM (Gilson 2002), and the ACP states.
|deas may have also been a prominent characteristic in new regionalism in
the manner in which small countries are appearing to make significant
unilateral reforms (Ethier 1998: 1151). Whether ideas have been the dominant
force continues to be a contested issue and arguments have been made on
either side. There is also the point of contention that if ideas were indeed the
most important factor in the EC’s interregional efforts, would it not be more
effective for the EC to focus exclusively on global muitilateral efforts rather

than bilateral or interregional efforts.

Table 3: Linking Questions between IPE Theories and Reionalism/lnterreionalism

| IPE Theories Regionalism/interregionalism |
| Nature of Actor States, institutions, agents vs. State-led or led by non-state actors?
structures
-—-——-—-—"—_'-—"_-_—_—_- . " " u " |
Nature of the Global | Anarchic? Hierarchical? Varying Small countries linking up to large
Political Economy | interpretations of anarchy? countries (hierarchy), emphasis on

shaping global governance (managing

anarchy?)

Trade liberalisation and how to make

| Nature of Actors’ Relative or absolute gains?

Interaction within the GPE

regionalism and global liberalisation

institutions coexist. Gains between two

partners or absolute global gains?

Ideas versus Structures Materialism, idealism, or holism? Material interest (as reflected in security
| and trade issues) or ideas?

These underlying debates in the conceptualisation of regionalism and

interregionalism demonstrate the continued relevance of |PE theories and the
discipline’s areas of enquiry. The questions IPE theories ask: nature of actors,
nature of the GPE, the interaction of actors within the GPE, and the issue of
structure and agency are mirrored in the debates being held in regionalism.

The following Chapter develops these ideas and debates further by examining
the relevance of Robert Axelrod’s theories of cooperation and developing a

set of core proposals to examine cooperation and interregionalism.
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Chapter 3

Axelrod, Cooperation, and Interregionalism

Traditional IPE theory, as explained in the previous Chapter, makes use of
inclusions and exclusions on principles of cooperation to highlight some of its
main ideas. Despite these inclusions and exclusion, the neorealism, neoliberal
institutionalism, and social constructivism has proven to have some extensive
areas of overlapping ideas. Combined, these ideas provide some very
important insights into the nature of cooperation. As noted in the previous
chapter, matenal interests, institutions, and ideas are the primary factors
which can dictate cooperation processes and outcomes. These factors
function under the concerns of the dynamic elements of cooperation which
include the evolutionary nature of actors, the evolutionary nature of a
hierarchical international system, and the bilateral and multilateral modes of
cooperation. This assumption, derived from IPE theory, makes up the
argument that cooperation is rarely constant and prone to fluctuation.

While Chapter 2 focused on the main factors influencing cooperation as
well as its dynamic elements, Chapter 3 places a stronger emphasis on the
modes of cooperation and the speciﬁc' conditions which affect the partners’
fluctuation between bilateralism and multilateralism. Matenal interests,
institutions and ideas once again are considered as the main factors for the
fluctuation between modes of cooperation. The primary argument in this
Chapter is that material interests tend to be more observable in bilateral
relationships while ideas are prominent in multilateral relationships.
Institutions appear to exist in both modes of cooperation and play an
important role in regulating both bilateralism and multilateralism.

The first section of this chapter delves further into the nature of
cooperation in an anarchic world by using Axelrod's study on patterns of
cooperation to determine the expected pattern of behaviours under different
circumstances. Axelrod’s work is valuable in studying cooperation because
the findings show both the standard Prisoner's dilemma and the n-player

game, situations which allude to the bilateral and multilateral negotiation
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process. Further studies into the evolution of cooperation also expand on how
norms and metanorms can actually influence the cooperation process, thus
adding an extra ideational dimension to an otherwise rational ahd material
analysis. This section also draws some initial parallels between the ideas
various |IPE theories forward in condition required for cooperation and

combines it with Axelrod’s proposals. Most importantly, it poses the critical

question of why some types of cooperation appear to be more suited to

bilateralism while others are more suited to multilateralism.

The second section specifically compares Axelrod’s ideas on
cooperation and compares and contrasts it to that of IPE theories. The section
proposes that Axelrod’s propositions on cooperation both confirm and add to
the IPE theories. Most importantly, Axelrod provides some explicit ideas on
how cooperation can proliferate, a task which this thesis argues traditional IPE
theories have not yet fulfilled. This section goes on to list some of the
important factors for cooperation or defection.

The final section analyses cooperation and generates a set of

que'stions and proposition to further our understanding on cooperation and
interregionalism. A matrix set of ideas on cooperation resulting from a
combined approach to neorealism, neoliberal institutionalism and Axelrod’s
findings on cooperation is proposed as an analytical tool means for the
investigation of 'Qooperation._ This section also focuses on the empirical
relevance of this research and areas which might be used as pilot studies to

test the framework, including the EC’s bilateral and muitilateral relationship
with Japan, the ROK, and China.
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Axelrod’s Understanding of Cooperation

While IPE theory serves as an important foundation for under'standing
coo‘peration, the ideas provided in the individual theories can often be far from
explicit. The previous chapter brought together the ideas proposed by
neorealism, neoliberal institutionalism, and social constructivism within IPE’s
central problematic (nature of the actor, the nature of the GPE, and the
nature of actors’ interaction within the GPE) in order to gain an understanding
of how cooperatio.n might work in the international system. This understanding
of cooperation based on IPE problematics is essential, but this research
further attempts to solidify our understanding of cooperation through the use
of Robert Axelrod’s extensive research on the nature of cooperation.

The additional use of Axelrod's ideas on cooperation provides an extra
dimension to IPE theory because it offers a relatively objective means in
understanding cooperation. In essence, IPE theories are subjective in nature .
due to its uses of inclusions and exclusion as well as the manner in which the
respective theories relegate some issues to secondary importance. It is also
important to remember that social constructivism does not make propositions,
but provides an analytical framework which urges us to think of an actors’
causal and social knowledge.

Axelrod’'s use of computer simulations to gain an understanding of
cooperation avoids inclusions and exclusions, and allows for objectivity and
explicit propositions in a manner in which IPE theories cannot achieve.
Axelrod specifically explores the various means to understand cooperation
through analysis of the nature of the actors (which Axelrod calls players), the
context for cooperation, and the conditions which would lead to cooperation.

Through Axelrod’s methods, some very explicit propositions are made on

when actors will decide to cooperate or defect.

The following parts discuss how Axelrod’'s work can be used to expand
on the proposition that bilateralism is closely linked to materialism as well as
the manner in which multilateralism is bound to be infused with ideas.
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Two-Player Games and Materialism in Axelrod’s Evolution

In the previous Chapter, neorealism and neoliberal institutionalism was noted
for, among other issues, Iits focus on rational actors seeking material gains.
Clearly, the pursuit of material gains has become a key focus of actors within
the GPE and the manner in which actors attempt to achieve material gains
dictates how cooperation evolves. This section examines Axelrod’s early work
on ihe Evolution of Cooperation and the strategies generated from the two-
player game under the Prisoner’s Dilemma scenario In order to see how two
actors interact to achieve these material games.

Axelrod's seminal work on the Evolution of Cooperation is capable of
explaining, at a basic level, reasons two actors would cooperate with eac;h'
other. In Axelrod's a_nalysis of the Prisoner's Dilemma where two players®
were engaged in a scenario where they could either cooperate or retreat,
computer simulations indicated that reciprocity was the rule which allowed for
most gains by the other player. In other words, the only means for maximum
yields is for two players to cooperate with each other (1984). '

Table 4: The Prisoner’s Dilemma (Axelrod 1984:8

Column Player

Player Cooperate R=3, R=3 S=0, T=5

| Reward for  mutual | Sucker's payoff, and

cooperation temptatiOn to defect |
Defect - T=5, S=0 P=1, P=1
Temptation to defect and | Punishment for mutual

sucker's payoff | defection

The main focus of Axelrod’s work in the two-player game, under the Prisoner's
Dilemma, is how reciprocity is a critical factor for cooperation. It appears that
Axelrod’s most valuable contribution to the field is not in the area of game
thebry, but in the “focusing of attention on the importance of evolution in
selecting equilibrium from multiple possibilities” (Binmore 1997). In other
words, the conditions for cooperative play are the main focus of Axelrod’s

work, and a large portion of the findings indicate that reCiprocity will

6 ! » » . - »

In Axelrod’s computer simulations, those involved in the cooperation process are referred to as
4 b

actors’. ¢
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encourage cooperation (Hoffman 2000:4.3). Axelrod, of course, accepts that
there are multiple possibilities, but the Evolution of Cooperation as well as
other subsequent research indicates that an “evolution of cooperation”, or
circumstances whereby cooperation is more widely visible than defection, is
observable In a wide variety of circumstances, even if defection could also
evolve In the reiterated Prisoner's Dilemma (RPD) (Hoffman 2000:4.1).

The first point of overlap between Axelrod’s work and that of
neorealism and neoliberal institutionalism is that the actors are operating
under anarchy. Axelrod proceeds to discuss that in a world where individuals
who pursue their own self interest without the aid of a central authority are
analysed, cooperation can begin even with the tendency of egoists tend to
retreat from cooperation. Under a computer simulation model, the most
successful strategy emerging was the TIT FOR TAT strategy. The strategy
was one where a player, faced with the choice of either cooperating or
retreating, basically reciprocated the actions of the other player. In other
words, the TIT FOR TAT player would begin by cooperating and continuing to
cooperate for as long as the other player continues to cooperate. If the other
player retreats, the TIT FOR TAT player would also retreat and continue to do
so until the other player cooperates.

Cooperation, Axelrod states, can only be initiated by “a cluster of
individuals basing cooperation on reciprocity” rather than by scattered
individuals (1984:21). His research concluded that strategy-based reciprocity
can thrive in a world where many different kinds of strategies are being tried
and that cooperation based on reciprocity can be sustained (Axelrod
1984:21). The lack of reciprocity, on the other hand, will l