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1. Introduction

Since long it is common to juxtapose intergovemmentalism and neo-func-
tionalism as the two most important, and seemingly mutually exclusive, frame-
works to interpret the phenomenon of 'European integrationland its institutional
dimension, the European Communityl

Intergovemmentalism (Hoffmann 1966, 1982; Keohane/Hoffmann 1991;
also Moravcsik 1991, 1993) promises to offer a broadly applicable concept for
the analysis of international cooperative institutions. It recognizes that the
Community emerged from the self-help based international system and empha-
sizes the continuing central role of the member states. However, conceiving of
the Community as one international institution among many others it tends to
disregard the specificities of this particular institution. Moreover, intergovem-
mentalism is conceptionally founded on a state-centred and static approach to
institutions and cannot, therefore, cope with integration as a process of devel-
opment over time, nor does it readily accommodate the role of non-state actors
within the Community system.

A body of literature (Sandholtz 1993; Burley/Mattli 1993; Marks 1992;
Tranholm-Mikkelsen 1991) that is more or less related to the ideas of neo-func-
tionalism (E.Haas 1958; Nye 1971; Schmitter 1971) avoids these mistakes. It is
interested in the process of increasing integration rather than in the interaction
of actors in a fairly stable environment. It emphasizes the dynamics of integra-
tion and identifies the role of supranational, transnational and sub-national actors
in this process. Not least, it is capable of taking account of the particularities of
the European Community. However, beyond description of the Community
system neo-functionalism has difficulties in accommodating the role of the
member states within the integration process. Even more problematic, the now
exclusive focus on the European Community jeopardizes theory building
because serious theory cannot be built upon and tested against one and the same
empirical case (Caporaso/Keeler 1995).

Hence, analysts frequently conclude that neither of the two perspectives is
clearly superior to the other and that both of them contribute to explaining
empirically observed outcomes (Sbragia 1992, Cameron 1992). Under these
conditions theoretical anarchy and eclecticism proliferate.

Terminology is somewhat confusing. A single European Community did not exist prior
to the Maastricht Accord, but the same treaty established a new overarching institution,
i.e. the European Union in which the Community is now embedded. The present paper
uses the term 'European Community' both for the new EC and for the three original
Communities (i.e. the 'first pillar' of the Union).



A closer look at the existing divide reveals that it is made up of two interre-
lated aspects. At the theoretical level a static and state-centred theory is juxta-
posed with a dynamic theory emphasizing the role of supra-national and non-
state actors. And at the empirical level a broad perspective on a wide range of
similar institutions is confronted with a view on a phenomenon sui generis that
is perceived as not really being comparable to anything else. Against this back-
drop, two questions may be posed: If it is accepted that the European Commu-
nity is an empirically unique phenomenon, does it really need its own theory ?
And vice versa: if it is true that modem neo-functionalism focuses on other
phenomena than traditional intergovemmentalism, is the European Community
the only empirical subject that may be examined in this way ?

The present paper answers both questions in the negative. It suggests that a
closer focus on the impact of institutions for governance offers opportunities for
a fruitful integration of the main approaches to European integration. From an
institutional perspective the European Community may be coherently interpreted
both as an institution that has been established by the member states within the
horizontally organized international system to facilitate and stabilize
cooperation, and as a polity within which intra-institutional decision processes
take place that allow the participation of non-state actors and, to some degree,
even hierarchical governance.

The paper looks first into the common roots of neofunctionalism and
regime theory and locates them in the middle ground between realism and
legalism (Sec. 2). Subsequently, it develops a concept of institutionalized inter-
national governance that introduces an institutional perspective into the
dominant approach to international regimes and applies it to the European
Community (Sec. 3). Finally, it opens the static concept for feedback effects and
development over time (Sec. 4).

The paper concludes that the analysis of institutionalized international
governance within the horizontally structured international system may in fact
develop an international relations perspective focusing on horizontal coordina-
tion among states without simply disregarding the institutional particularities of
the Community. Rather, this perspective helps draw attention to the differences
between regular dynamic international regimes and the Community. It is apt to
explain why (some) hierarchical governance is possible even without serious
accumulation ofpower at the top of the hierarchy.



2. From Neo-functionalism to International Regimes: The Common Roots
of Theories on Institutionalized Cooperation

Unlike modem domestic systems (or at least the conceptional model
derived on their basis) the international system is horizontally, not hierarchically
ordered. It lacks a powerful entity above its composing units (i.e. states) that
would be able to establish and enforce collectively oriented norms. However,
while the 'anarchy' of the international system relates to this lack of hierarchy, it
does not necessarily imply absence of order (Milner 1991). Rather, the evalua-
tion of the consequences of international anarchy constitutes a central concern of
international relations theory.

2.1. Between Legalism and Realism

Legalism and classical institutionalism start from the assumption that inter-
national anarchy (or its adverse affects) may be overcome by the establishment
of international organizations and the development of international law
(Clark/Sohn 1966). Within the context of European integration it is reflected in
the belief that the adoption of a European constitution would itself constitute the
key step for transforming the European Community into a true federal state
(Friedrich 1972). Approaches of this type attribute a considerable amount of
independent influence to international institutions even without a powerful
sanctioning apparatus to enforce collectively oriented norms and policies. They
assume that an appropriately designed institution is capable of steering the
decisions of the acting units and, consequently, of taming their otherwise self-
interested and occasionally conflict-raising behaviour. Hence, the establishment
of international institutions itself may be conceived of as an important step for
the progressive development of international relations.

In contrast, political realism (Carr 1939, Morgenthau 1973, Waltz 1979)
argues that the existence of international anarchy will almost automatically lead
to a self-help system in which the survival of the units (i.e. states) depends first
and foremost on their own behaviour. Stable institutions are believed to merely
constitute an epiphenomenon of the already existing constellation of power and
interests that is not capable of exerting independent influence. Therefore, realism
warns against following the idealistic recommendations of legalism and institu-
tionalism. States are advised to accumulate power resources and enhance their
position within the system vis-a-vis their counterparts as far as possible. In this
view it is far less important whether cooperation produces mutual gains than
how these gains are distributed (Waltz 1979). After all, a powerful entity does
not exist above the state-level to protect the weaker units from adverse action by



the stronger ones. Any trust in the ordering power of international institutions is
completely misconceived and may even aggravate conflict if it generates unreal-
istic expectations.

These two approaches constitute the extremes on a continuum. While one
of them believes in the relevance of institutions and recommends their estab-
lishment, the other denies their power and warns against relying on them. The
middle ground between these extremes is occupied by approaches and theories
which are less optimistic than legalism and traditional institutionalism but also
less pessimistic than political realism. Generally, they are based on the assump-
tion that situations frequently allow mutually beneficial collaboration even of
self-interested actors, rather than being zero sum. Moreover, they emphasize the
beneficial role of institutions even in the absence of serious sanctioning power
for the establishment, maintenance and development of international collabora-
tion, while taking account of the limits of their influence.

2.2. Beyond the Nation-state: Functionalism and Early Neo-functionalism

There can be no doubt that functionalism (Mitrany 1966) and its later
refinement, i.e. early neo-functionalism (E.Haas 1958, Lindberg 1963; Lind-
berg/Scheingold 1970), set out to occupy this middle ground. They rejected both
the power-orientation of realism (E.Haas 1964) and the 'grand designs' of legal-
ism and traditional institutionalism. Instead, they advocated a strategy of institu-
tionally supported incrementalism. They drew attention to the distinction
between power issues (‘high politics’) and welfare issues (‘low politics’) and
argued that the latter, in contrast to the former, bore the potential for the collec-
tive pursuit of common interests. Over time, progress in 'low politics' would
produce fundamental political consequences. If peace could be built on its basis,
it would be a 'working peace system', "not a peace that would bring the nations
quietly apart, but a peace that would bring them actively together" (Mitrany
1963: 51).

In the highly technocratic functionalist perspective of world politics the
proper administration of things was expected to produce more appropriate
results than political governance. Organizations should be established and
invested with competences to execute the common interest. Therefore, institu-
tions should be shaped according to the functions which they were actually
intended to perform for (and that is, in the interest of) the actors concerned, i.e.
‘form should follow function' (Mitrany 1963). Under these conditions institutions
were indispensable instruments to instigate and support the process of integra-
tion and could operate without a concentration of sanctioning power.



Functionalist and neo-functionalist theories focus on the progressive devel-
opment of integration and therefore emphasize the role of 'spill overleffects.
They emphasize the relevance of early institutionalization of limited cooperation
and expect its later expansion. From an institutional perspective, 'spill over'
amounts to a (positive) feedback mechanism2 stressing the possibility of self-
supporting social processes that start modestly, gain dynamics and may over
time produce dramatic outcomes. (Neo-) functionalism also draws attention to
the relevance of sub-national actors for this process, be they citizens (Mitrany
1963) or interest-groups (E.Haas 1958). For Haas political integration was
immediately linked to the emergence of "a new political community superim-
posed over the pre-existing ones" (E.Haas 1958: 16) and based on the antici-
pated shift of the loyalty of elites from the national to the supranational setting.
Accordingly, the establishment of appropriate institutions and the transfer of the
necessary competences would decrease the role of the participating nation-states
at least in relative terms, because other actors were expected to partially take
over control both at the supranational and at the sub-national level.

However, it should be recalled that Haas developed his argument in direct
response to the European Coal and Steel Community (ECSC), i.e. an institution
of a particularly functionalist shape governing a limited sector of regional
relations according to criteria quite clearly outlined in the Paris Treaty. Against
this empirical background he put forward an ideal-type process which should
eventually lead to federation.

2.3. Collective Decision-making and Integration

A few years later Lindberg drew a significantly different conclusion from
his study of European integration. "My own investigations have led me to adopt
a more cautious conception of political integration, one limited to the develop-
ment of devices and processes for arriving at collective decisions by means
other than autonomous action by national governments" (Lindberg 1963: 5,
emphasis added). It seemed to him that "it is logically and empirically possible
that collective decision-making procedures involving a significant amount of
political integration can be achieved without moving toward a 'political com-
munity' as defined by Haas" (Lindberg 1963: 5).

It is worth noting that Lindberg did not induce this modification of the con-
cept of integration from the dramatic events caused by French foreign policy

Later scholars of regional integration (Schmitter 1971) discovered also negative ('spill
back") and indifferent (‘spill around’) feedback effects.



later in the 1960s. Rather, he derived it from his empirical examination of the
European Economic Community, the one original Community founded on
general, instead of sector-specific, integration. Apparently, this type of integra-
tion caused different governing mechanisms, presumably because it required a
constant stream of political, and not merely administrative, decisions. Signifi-
cantly, it was precisely this Community which unfolded by far the most rapid
and dynamic development during the past three decades. Accordingly, the inte-
gration mechanism of the Economic Community that was based on collective
decision-making could be expected both to dominate the future integration
process and to move into the centre of academic interest.

Lindberg's modification disentangled political integration from the fate of
the participating nation-states and opened neo-functionalism for a more inter-
governmental perspective. While it did not outrule that political integration
might lead to the emergence of a 'new political communityl it emphasized the
possibility that it could remain in a state dominated by collective decision-
making (supplemented with some delegation of power). It already envisaged a
Community that was primarily characterized by coordination among the member
states3. It was thus not very far the later conception of a 'confederal’ system in
which actors at the supranational (i.e. Community organs), national (i.e.
governments of the member states), and transnational level (i.e. interest groups)
operated side by side (Taylor 1975; Puchala 1972). In a system of this type,
which might be stable over time without necessarily becoming a true federal
state in the medium term (W.Wallace 1983), many problems of coordination and
implementation among states arose in a similar manner as they did in other
settings of international relations (Puchala 1975, 1984).

When regional integration as a specific field of academic observation and
theorizing lost its relevance during the early part of the 1970s and was eventu-
ally declared obsolescent (E.Haas 1975a) because the hope for the rapid
emergence of a Haasian 'political community' had vanished upon the actual
events, two developments had blurred the theoretical distinction vis-a-vis the
study of international relations. Lindberg's turn in perspective and the confederal
approach suggested that the development of integration within the European
Community might be more state-centred and therefore conceptionally less
unique than assumed. And (neo-) functional ideas had gained so much relevance
within international relations theory at large that E.Haas (1975a: 86) could
expressly call for the inclusion of regional integration into, and its subordination
to, the study of changing patterns of interdependence.

Not surprising, later on Lindberg (1967) employed a system-theoretical approach to
integrate both dimensions.



2.4. Interdependence and Issue Area-specific Cooperation

Central neo-functional ideas were especially blossoming in the study of
international interdependence. Like neo-functionalism this area of international
relations theorizing was clearly directed against the traditional narrow power
orientation of realism. It paid attention to the relevance of functional cooperation
for world politics and the participation of non-state actors therein (Keohane/Nye
1972). It emphasized the role of lower level communication among functional
bureaucracies (Keohane/Nye 1974) and the importance of 'organization' and
multilateral negotiations as independent explanatory factors beyond power
(E.Haas 1975b). Keohane and Nye (1977) developed ‘complex interdependence'’
as an ideal type of relationship within the international system diametrically
opposed to the realist type.

The interest in 'international regimes' as a new area of study was rooted in
this neo-functionally informed branch of international relations theorizing
(E.Haas 1974, Keohane/Nye 1977). When Ruggie (1975) proclaimed that 'inter-
national relations are institutionalized’, it had become clear for some years that
the horizontal structure of the international system did not preclude the emer-
gence of institutions that mattered because they were capable of influencing the
behaviour of actors, and accordingly the outcomes of situations. However, the
concept of international regimes was far from clearly outlined. Originally
regimes were not more than somehow stabilized patterns of interdependence.
Keohane and Nye (1977) went an important step further and understood regimes
as outcomes of negotiations, i.e. as arrangements that were deliberately estab-
lished by the actors concerned to foster their interests. In contrast to realists,
regime theorists assumed that states have separate interests in different issue-
areas and not a stable hierarchy of interests with security at its top. Opprtunities
for cooperation then depend on the particular situation in a given issue-area.
Accordingly, international regimes were necessarily issue-area specific and their
shape was largely determined by this situation (hence, again ‘form would follow
function").

However, while it was clear that technological, economic, and later
environmental cooperation would almost throughout affect the interests of sub-
national actors, the regime concept did not any more pay particular attention to
interest groups and other sub-national actors. Moreover, the assumed issue-area
specificity of international regimes made it difficult to accommodate another
central concern of functionalism, namely the 'spill over' concept. While the
possibility of dynamically expanding substantive cooperation within the interna-
tional system was not denied, it was expected to normally take place in the form



of the emergence of new regimes within separate issue-areas. Conceptionally,
dynamics was beyond a theoretical approach that took specific arrangements as
its units of analysis.

These modifications hardly reduced the importance of the new approach
because it was precisely the highly overestimated relevance of spill over in the
case of the European Community and the lacking emergence of a Haasian 'new
political community' that had led to the revocation of neo-functionalism. In
essence early regime theory primarily dropped the unsuccessful elements of the
original neo-functionalism. Hence, the regime concept of the late 1970s did not
only attract some important neo-functionalist scholars4, it may be considered as
the true successor of neo-functionalism at least in the realm of international
relations. The central message of regime theory toward neo-functionalism was
that states might (in their own interest) play a positive role in organizing inter-
national relations, rather than merely being the opponents and victims of politi-
cal integration. Implicitly, international relations theory offered international
regimes as the suitable units of comparison for the European Community.

The central message toward realism was diametrically opposed. Regime
theorists claimed that institutions could matter and change behaviour even under
conditions of international anarchy. When Waltz (1979) developed structural
neo-realism and submitted a theoretically clarified version of the realist
argument based on a clear-cut methodologically individual epistemology, some
institutionalists (Keohane 19845, Snidal 1985) felt compelled to react in defence
of the institutionalist argument and accepted the Waltzian methodology. The
‘cooperation under anarchy' approach (Oye 1985) produced a lot of theoretical
and, on that basis, empirical insights about the opportunities and limits of
cooperation in the horizontally structured international system. Eventually it
decided the long 'neo-realist - neo-institutionalist debate' (Powell 1994) of belief
about the power of institutions in its favour.

In contrast to Waltzian neo-realism the mainstream approach to regimes is
still an institutional concept that is firmly located in the middle ground between
realism and legalism. It emphasizes the positive role of institutionalized coop-
eration in the international system and draws attention to the opportunities for
mutually beneficial cooperation depending on the constellation of interests
among the participating actors within the issue-area concerned. However, its
strictly methodologically individualistic epistemology generates a practically

This is especially true for Haas and Nye while other scholars of regional integration, for
example Schmitter and Lindberg, retained the interest group orientation and directed
their attention toward the study of neocorporatism in domestic political systems.

Keohane (1984) conceived of himself initially as a 'modified realist' endeavouring to
avoid the 'smuggling in' of idealistic assumptions.



state-centred and largely static concept of governance that precludes the explo-
ration of feedback mechanisms and the dynamics inherent in institutions.

Although dominating the study of international regimes, the rationalistic
mainstream does not monopolize it (Keohane 1988). A heterogeneous 'reflective’
(or better 'constructive') branch, that has not yet been synthesized into a coherent
rival approach to international regimes, emphasizes a number of other aspects,
for example the autonomous influence of institutions beyond cooperation among
states (Young 1989), the relevance of norms and law (Kratochwil 1989) and the
possibility of (positive) feedback (Gehring 1994a). All these contributions are in
one way or another closer to the interdependence-oriented origins of the regime
concept of the 1970s than the dominant mainstream. They centre around the
argument that an existing institution may (as an independent variable) affect not
merely the behaviour, but also the interests of the member states. Hence, inter-
national regimes as empirically observable phenomena might be more than
cooperative arrangements among rationally behaving state actors.

Therefore, international regimes as a field of study must not be confused
with a particular theoretical perspective. The domination of the rational choice-
based perspective toward international regimes does not invalidate the suitability
of these institutions as units of comparison for the European Community.

2.5. The New Wave of European Community Studies

Since the latter part of the 1980s the theoretically informed study of Euro-
pean integration re-attracted considerable interest. Generally, contributions
refrain from speculating about the institutional end-state of the integration
process as well as from measuring integration. They take account of the lasting
role of the member states, but generally emphasize the importance of sub-state
and non-state actors. Surprisingly, it has been observed (Caporaso/Keeler 1995)
that the traditional divide between 'inter-govemmentalism and neo-functional-
ism' continues to structure the debate, with Moravcsik (1991, 1993) at oner side,
and Sandholtz (1993), Marks (1992) and Sbragia (1992) at the other side.

However, a second look reveals that this divide closely resembles the
dispute between the rationalistic and the ‘reflectivist' (or 'constructivist’) branch
of regime theory. To begin with, the 'liberal inter-govemmentalist' approach of
Moravcsik (1993) is not at all a 'realist' one in the international relations under-
standing of the term. It does not in any way contradict the conception of the
outcomes of the major European bargains as cooperative arrangements. Unlike
Waltz (1979), Moravscik does not focus on positional advantages, nor does he
derive state interests from the structure of the international system. Implicitly, he
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considers mutually beneficial cooperation generally possible. He supplements a
‘cooperation under anarchy approach' with a second level of analysis at which
state interest are generated. In this way he may incorporate the generation of
state interests into the analysis, but not the genesis of the interests of the
constitutive sub-state actors (i.e. powerful interest groups). Thus, Moravcsik's
approach remains statist despite the far-reaching reduction of states to interme-
diaries of the interests of sub-state actors, because only states are assumed to
bargain at the Community level. It is also static, because there is no feedback
mechanism that would open the approach for (positive or negative) influence of
an already established institution on the later generation of actors' interests.
Development does not take place within a concept of this type because it lacks a
time perspective.

In contrast, other contributors (Sandholtz/Zysman 1989; Marks 1992)
attribute more relevance to established institutions and their effects for later
rounds of decision-making. Significantly, for Sandholtz (1993:2) modem neo-
functionalism is institutionalism, probably not least because in the case of the
European Community institutional effects include the establishment and
empowerment of supranational, subnational and transnational actors. These
actors are assumed to be capable of influencing the collective (supranational)
decision process independently of the member states, rather than of merely
acting through them. Accordingly, the assessment of the relevance of non-state
actors is inseparably intertwined with the exploration of the impact of the estab-
lished institution on outcomes. After all, the very existence of the Commission
as the predominant supra-national actor may be attributed to the past integration
process, and the role of regions as actors of a specific type (Marks 1992) may be
interpreted as a direct effect of the preceding regional policy. From a theoretical
point of view the institutional issue is clearly superior to the actor-centred one.
This implicit setting of priorities may be taken as indicating where the principal
distinction between the European Community and 'normal’ international regimes
might be found, namely in the realm of institutionalized organization of collec-
tive decision processes.

The preceding discussion allows some conclusions about the state of inte-
gration theory. The present debate is not a matter of prediction about whether the
process of European integration will eventually lead to the emergence of a full-
fledged federal state or not. It is not conducted between those flatly denying the
influence of institutions in the horizontally structured (‘anarchic’) international
system and those endeavouring to discover factors that might nevertheless allow
institutionally supported cooperation to partially overcome international anarchy.
It is not a dispute between those predominantly focusing on relative gains in
high politics and those advocating progress in positive sum 'low politics' areas.
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In short, it is not the debate of the 1950s and 1960s between realists and neo-
functionalists, nor is it the debate of the 1980s between realists and neo-institu-
tionalists (regime theorists). Rather, the dispute is between those denying the
independent influence of institutions beyond the mere stabilization of mutually
beneficial cooperation among states on the basis of a given constellation of
interests and those attributing to institutions a certain degree of influence on the
generation of actors' interests. Hence, the dispute takes place within the inter-
mediate theoretical camp and centres around the appropriate conception of the
present European Community. In this regard, it seems to repeat a very similar
debate between rationalists and reflectivists about the influence of international
regimes on state actors.

3. Institutionalized International Governance

The discussion of the last sub-section suggests that the institutional analysis
of the Community, rather than the issue of the relative importance of state and
non-state actors within the Community might constitute the key to the solution
of the dispute. From Lindberg's early observation of the relevance of collective
decision-making it may be concluded that institutions of this type are not least of
interest because they organize and support collective decision processes. Finally,
the regime concept reminds that there must be substantial advantage for the
actors concerned for institutionalized cooperation to emerge under conditions of
international anarchy.

The present section endeavours to develop a clear-cut concept of 'institu-
tionalized international governance' that accommodates these three dimensions.
Surprisingly, this institutional dimension of European Community studies has
been recognized as being seriously underdeveloped so far (Caporaso/Keeler
1995).

3.1. International Anarchy and the Demandfor Cooperation

The major success of mainstream regime theory within the past 15 years
may be attributed not least to its conceptional clarity that requires theoretically
rigourous arguing because it is based on parsimonious modelling rather than
description of empirically observed complexity. It allows the theoretical
argument to start from an assumed 'state of nature', namely the anarchy of the
international state system in which the relations of the units are not yet institu-
tionalized (as they in fact are). It also makes quite simple and very little demand-
ing assumptions about the state-actors, namely that they behave as unitary and
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rational utility maximizers. An approach of this type is designed to help analyze
why actors may deliberately engage in establishing institutions even if they lack
collective orientation.

Under conditions of international anarchy rational egoists will usually not
care about deliberate coordination and collective decision-making for its own
sake. They will take the behaviour of their co-actors into account, but they will
decide and act unilaterally. Similar to a market, outcomes of decision situations
will emerge automatically as a consequence of decentralized decision-making
and subsequent action (Williamson 1975). In many cases this implicit (market-
like) coordination mechanism will produce results that cannot be improved in
the absence of hierarchy because every change would disadvantage at least one
actor involved. These situations lack a sufficiently high incentive for the partici-
pating actors to deliberately organize their interaction differently from market-
like coordination.

However, the analysis of strategic action reveals that there are situations in
which all actors could be better off, if they chose a different behaviour than their
myopic interests recommended. In these situations the participating actors are
collectively trapped in a dilemma. Even though they are still assumed to be
exclusively interested in maximizing their own utility, they have 'mixed motives'
(Zim 1992, Keohane 1984). Collective action could improve their individual
outcomes, if it could be brought about (Olson 1965, Hardin 1982; Keck 1994).
Hence, cooperation among egoistic and rational actors is not entirely impossible,
but it may be difficult to establish and sustain (Keohane 1984, Snidal 1985, Ziim
1992).

Cooperation theory draws attention to the substantive dimension of estab-
lishing institutions that facilitate cooperation, namely the desire to realize mutual
benefits. It emphasizes that the demand for cooperative institutions depends on
the particular constellation of interests prevailing within a given issue-area. And
it outlines the substantive function of these institutions. They should help over-
come the cooperation problem and for that purpose modify the choices made by
the member states so that individually rational behaviour and collective demands
coincide and the actors are motivated to adapt their behaviour in a way that
promises improved outcomes both collectively and individually.

Implicitly, cooperation theory already indicates what international govern-
ance (Kohler-Koch 1993; Rosenau 1992) may be about, namely the establish-
ment of a mechanism by which actors may purposively coordinate then-
behaviour in a way that overcomes the failures of market-like coordination.
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3.2. International Governance and Collective Decision-making

Outlining the demand for cooperative institutions within a group of actors
does not yet indicate the process by which a dilemma situation is transformed
into a state of cooperation. Axelrod (1984) argued from a behavioural point of
view that cooperation may emerge from repeated interaction alone, especially if
direct reciprocity (Keohane 1986) is applicable. In this case the cooperation
problem dissolves tacitly. Over time optimal outcomes are realized by market-
like coordination alone. However, there may be instances in which cooperation
is not realized automatically or as rapidly as desirable. In these cases a group of
actors may be inclined to actively intervene and facilitate its emergence. These
actors would desire to coordinate their behaviour differently from the established
market mechanism.

A group of actors commonly intending to deliberately bring about collec-
tively and individually improved outcomes must actively influence the decisions
of behaviour of its members. It requires appropriate instruments for this purpose.
At this state of social development the group is not at all able to act independ-
ently of its members. It does also not (yet) dispose of power and resources
(money) independently of them. However, within the group of actors social
norms may develop that orient the decisions of actors and influence their
behaviour. Norms are under collective ‘control' inasmuch as they are beyond the
grip of the single actors, even the more powerful, in horizontal societies
(Giddens 1992). They may constitute a basic instrument for purposive collective
governance.

Norms are an almost ubiquitous phenomenon. Even the automatic emer-
gence of cooperation from repeated interaction according to Axelrod does not
exclude that norms (‘conventions') arise tacitly. Although they do not demand an
active adaptation of actors' behaviour, nor determine decisions of behaviour
(Schimank 1992), they may be relevant for rational egoists. They reflect and
stabilize expectations about appropriate behaviour (Luhmann 1980) and delimi-
tate the boundary between cooperation and defection (Keck 1994). If the
rationality of the deciding actors is 'bounded' by the limitation of their informa-
tion processing capacity and the complexity of decision situations (Simon 1972),
spontaneous norms may intervene into the decision process. They become inde-
pendent sources of influence to the degree to which decision-makers rely on
their assistance (Plimper 1995; Gehring 1994a). Institutions of this simple type,
or 'spontaneous regimes' (Young 1982), are conceptionally unproblematic
because they emerge solely from repeated action among a number of actors. The
relevant actors interact exclusively by a sequence of unilaterally determined
action and generate social norms as a by-product of their interaction.
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'‘Spontaneous regimes' generated in this way may contribute to stabilizing
already established behaviour, but they are not suited for the purpose of active
governance because by definition they follow the emergence of patterns of inter-
action. If norms are to become instruments of purposive intervention, they must
be shaped independently of the interaction which they are intended to affect and
their moulding must precede the adaptation of behaviour. These norms cannot
emerge from action alone. Rather, the actors concerned must collectively estab-
lish a second sphere of interaction at which they do not immediately act but
merely communicate about norms. A group of states may, for example, continue
to pollute a regional sea (sphere of action) and simultaneously negotiate about a
cooperative arrangement on the reduction of pollution (sphere of communica-
tion). The clear separation of a sphere of communication in which the actors
collectively mould norms from a sphere of action in which they act according to
their unilaterally determined decisions is a prerequisite for purposive interna-
tional governance (Gehring 1995a).

The establishment of a sphere of communication has dramatic conse-
quences for the social organization of the relevant group of actors. It is this step
that invests the group with the ability to adopt collective decisions beyond the
control of the single members and independently of their individual behaviour.
Thus, it establishes an institutional apparatus by which a group of state-actors
may govern a limited sector of international relations. This institutional appara-
tus is a collective entity. It does not comprise the member states, because they
continue to exist independently of it and do not sacrifice their ability to decide
unilaterally about their behaviour. These states merely take part, in their
common and individual interest, in the collective employment of instruments
that make certain options of behaviour less attractive than others.

It may be concluded that institutionalized international governance does not
only comprise a substantive component relating to the gains of mutually benefi-
cial cooperation but also a procedural component that relates to the making of
collective decisions about norms within a sphere of communication. Cooperative
arrangements, i.e. sets of norms, will be the outcome of this procedural compo-
nent. In contrast, cooperation will be realized with the sphere of action, if actors
adapt their behaviour accordingly.

3.3. Organizing the Collective Decision Process

The establishment of an institutional apparatus for international governance
does not transform the horizontal structure of the international system into a
hierarchical order. Generally, successful international governance relies on three
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conditions, namely (a) that collective decisions are actually adopted (procedural
dimension), (b) that they are acceptable to the actors concerned and do not
preclude implementation (substantive dimension), (c) that they actually affect
behaviour. The first two aspects may be directly affected by the appropriate
organization of the collective decision process, while the last one is merely
subject to indirect influence because it remains under control of the single actors
concerned.

Negotiations constitute a form of communication that is particularly well-
suited for coordination in horizontal societies. It allows collective decision-
making in the mode of bargaining. Rational egoists may pursue their interests by
resorting to their power resources that are in international negotiations generally
reflected in credible threats to use the 'exit-option' (Hirschman 1970). Within
negotiations, bargaining is directed at balancing existing preferences and
distributing joint gains. It is a necessary component of the communicative
process of collective norm-moulding because it ensures that cooperation does
not leave the area of overlapping interests. Even if negotiations are limited to
pure bargaining, organization of communication matters. The relevant constella-
tion of interests may be collectively manipulated by adding or subtracting actors
and subjects (Sebenius 1983). Moreover, in the case of multilateral negotiations
the sheer complexity of bilateral relations may motivate the actors to, implicitly
or explicitly, accept limits to participation in the initial round (Scharpf 1993;
Pinto 1983). Even then, exclusive bargaining may jeopardize the successful
conclusion of negotiations because it threatens to engage the actors in a zero
sum (i.e. purely distributive) conflict (Lax/Sebenius 1986).

However, negotiations constitute a form of verbalized interaction and there-
fore allow the exchange of reasonable arguments (Habermas 1973, 1982).
Negotiators may attempt to convince their co-actors of the reasonableness of
their proposals on the basis of commonly accepted criteria. Hence, the actors
may mobilize a second source of influence (beyond bargaining power) to pursue
their individual interests. This mode of interaction, arguing, is directed at the
convergence, and that is, active modification, of actors' interests (over out-
comes). It may contribute not only to identifying but also to developing the area
of common interests of the actors concerned (Gehring 1995b).

Obviously, decision-making in negotiations will be facilitated, if bargaining
is as far as possible limited to the distribution of joint gains, while arguing is
employed to identify areas of mutual cooperation. Generally, even rational
egoists will accept decisions derived at by arguing based on compelling criteria
that are relevant for their own decision-making. This is especially true for issues
of pure knowledge (cognitive issues), while matters of pure preference and paro-
chial choice are less suited for mutually acceptable settlement by arguing. A



16

group of rational utility maximizers desiring to realize cooperation may thus in
their own interest agree to collectively establish an fair procedure to settle some
issues according to acceptable criteria, while retaining other issues for settlement
by power-based bargaining. Accordingly, a collective decision process may be
fostered by its separation into a number of semi-autonomous decision processes
that discharge limited, functionally dependent tasks within a comprehensive
negotiation (Bora 1993).

Expert committees are a typical example for this type of semi-autonomous
decision-making. Functionally, they are set up to relieve the core negotiations
from discussing technical issues on which the actors are uncertain. They reduce
the danger that these issues are intermingled with the pursuit of preferences by
the negotiating state actors. Therefore, expert groups may discharge their task
only if they do not operate according to the same criteria as political negotiations
do. For that reason they may open the negotiation system beyond the limited
group of member states and provide some leverage for non-governmental actors,
for example scientists and relevant industries.

Eventually the results of a functionally dependent decision process must be
introduced into the core political negotiations. In a horizontal structure, states
cannot usually be forced to accept the outcome of an expert deliberation (this
would already constitute a hierarchical dimension). However, results constitute
themselves 'arguments' that force the negotiators to decide. Either they prefer to
exploit the relief function - and accept the results. Or they reject them - and
sacrifice the assistance offered by the expert group.

Hence, horizontal coordination and collective decision-making among
states does not imply that states merely balance their unilaterally established
interests. It does not even mean that they decide all issues themselves. The
skillful organization of collective decision processes matters, non-state actors
may participate in semi-autonomous decision processes and state interests may
be affected during collective decision processes. But these sources of influence
are relevant only within the framework of a comprehensive negotiation process
that is itself part of the endeavour of a group of state-actors to govern a limited
area of international relations.

3.4. International Regimes as Institutionsfor International Governance

If international regimes are conceived of as institutions for purposive inter-
national governance (Keohane/Nye 1987), they will necessarily be composed of
two different elements, namely a communication process about norms and the
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result of this process, i.e. a set of commonly moulded norms to regulate a given
issue-area in the common interest (Gehring 1994a)6.

The substantive component must be closely adapted to the constellation of
interests in the issue-area in order to become effective, because self-interested
actors would refuse to implement norms that run counter to their interests - and
in the absence of hierarchy nothing would prevent them from doing so. For that
reason the participating states must in the end voluntarily agree on the coopera-
tive arrangement hammered out during the preceding negotiations. Yet, this does
not imply that other (i.e. non-state) actors are precluded from intervening into
the collective decision process, it merely means that they may be successful only
to the degree to which the negotiating states accept (i.e. are convinced by) their
interventions. In short, in this type of international negotiations states may argue
and bargain, while other actors are limited to pursuing their interests by arguing.
Also, it does not imply that non-compliance with agreed upon norms will be
costless. It merely means that the group as a collective entity will hardly be able
to enforce its norms against states in the Weberian sense (Weber 1972). Rather,
the power to sanction compliance and enforce non-compliance must come from
other member states, and that is, it will be channelled horizontally, not verti-
cally.

There is another important aspect about regime-supported cooperation in
the horizontally structured international system. The benefits of cooperation may
be realized only if the participating states implement the commonly agreed
norms and adapt their behaviour accordingly. However, in numerous low-
politics areas measures to achieve cooperation do not only require immediate
state action but also affect the behaviour (and the interests) of relevant sub-state
actors. Cooperating states must therefore be powerful enough to enforce appro-
priate behaviour domestically. Accordingly, successful international governance
relies - at least to some degree - on a sufficiently strong hierarchical relationship
between the participating states and their sub-units.

In contrast, the widely applied 'consensus definitionl defines international regimes
merely as 'sets of implicit or explicit principles, norms, rules and decision-making
procedures around which actors expectations converged in a given area of international
relations' (Krasner 1982: 186).
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Altogether regime-supported international cooperation in low politics issue-
areas may be conceived of as operating according to the following three-level
model. In the upward (norm-moulding) process unit-level interests influence the
aggregate national interests which governments pursue during an international
negotiation. The national interests of the participating states influence, in turn,
the collective decision process about norms that defines the common interests of
the participating state-actors. In the downward (norm-applying) process collec-
tively agreed norms orient decision-making of states. State-action, in turn,
commands sub-unit actors to adapt their behaviour accordingly. Beyond this
general relationship there may be some direct impact of sub-state actors on the
collective decision process and some direct impact of regime norms on sub-state
actors.

horizontal

hierarchical

It is important to note, however, that there is no actor at the collective
level. This level is merely the location for collective decision processes and
collectively agreed norms. The community of states decides and acts exclusively
through its members.

3.5. The European Community as a Regime-like International Institution

This conception applies to virtually all international regimes, including
sophisticated ones like the world trade regime (GATT) and the regime for the
protection of the ozone layer. From an international relations perspective the
model also seems to fit the European Community surprisingly well. Like an
international regime the Community has been founded by the member states to
realize mutual gains in certain areas of international relations. Like an interna-
tional regime, it has emerged from international anarchy. Like lasting interna-
tional regimes of the GATT-type it consists of several cooperative arrangements
that were hammered out in successive rounds of inter-governmental negotia-
tions. The most important of these arrangements are the Paris Treaty on the
establishment of the Coal and Steel Community (ECSC), the Rome treaties on
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the establishment of the two other Communities, the Single European Act with
its Single Market programme, and the Maastricht Treaty with the agreement on
Monetary Union.

In this type of cooperation the group of original actors remains limited to
the member states (Sbragia 1992: 272), despite the influence of non-state actors
on certain aspects of the negotiations. Only the member states are able to
promote their interests within the collective decision process by arguing and by
bargaining. For them the exit option is the primary source of bargaining power.
A member state will refuse to accept the outcome of a negotiation unless it
anticipates benefits. As in regular international negotiations the co-actors may
react in three ways on the threat of exit by one member state. They may accept a
higher degree of compromise. They may (threaten to) cooperate within a smaller
group, or they may accept the failure of negotiations. In the final result, the
major cooperative arrangements hammered out within the framework of the
European Community constitute packages that carefully balance the interests of
the member states. Moreover, in the hypothetical case that a member state
considers its interests better protected outside than within the Community,
nothing would hinder it to leave the institution, irrespective of the formal legal
situation (Weiler 1991: 2412; Taylor 1983: 269-294). Like an international
regime the Community lacks almost any serious sanctioning power against its
member states7. Hence, similar to other cases of international cooperation the
availability of the exit-option effectively relates the sphere of action, where
commonly adopted norms will have to be implemented, to the sphere of
communication, where actors negotiate cooperative arrangements.

All actors other than the member states do not dispose of immediately
applicable power resources during this type of negotiations. Even if they have
direct access to the negotiation forum, they cannot affect the decision process
unless they argue or first influence the interests of a state-actor. None of them is
able to bargain and 'force’' the member states to adopt an agreement which they
do not collectively desire. Hence, even though the European Community
comprises actors at the collective level, for example the Commission, these
actors do not dispose of independent power resources. Last but not least, like
international governance in low-politics areas European governance relies
almost entirely on the hierarchical structure of the member states vis-a-vis their
sub-units. Generally it is at the member states to ensure that economic actors and
citizens comply with European law.

This is the basis for the 'confederal' argument according to which the Community has
not yet tacitly transformed into a federation (Taylor 1983).
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Accordingly, the European Community may be interpreted as a particularly
successful case of international cooperation (Keohane/Hoffmann 1991;
Moravcsik 1991, 1993). The member states ‘pool their sovereignty'
(Keohane/Hoffmann 1991: 10-13) in areas in which they expect mutual gains,
but they do not lose their exclusive role as powerful actors within the system,
nor their ability to act independently, if appropriate (Taylor 1975, Hoffmann
1982).

3.6. Institutionally Created Hierarchical Governance within the European
Community

Despite these striking similarities to regular international regimes wide-
spread doubt exists whether the Community is really in the first place an inter-
national institution for the promotion and maintenance of horizontal cooperation
among states. Isn't the role of Community-specific actors, like the Commission
and the Court, as well as that of non-state actors so important that the Commu-
nity system reflects some undeniable aspects of hierarchical governance vis-a-
vis its member states despite the lack of sanctioning power ? May the member
states still be perceived as unitary actors despite their action through a multitude
of sub-unit actors (e.g. functional bureaucracies, national banks, courts) ?
Doesn't decision-making within the Community in many respects resemble more
closely domestic political decision processes than international negotiations, and
isn't the Community therefore more appropriately compared with a federal state
than with an international governing institution (Sbragia 1992; Kris-
lov/Ehlermann/Weiler 1986) 2.

Theoretically, these questions may be summarized in a single puzzle: why
does the surprising similarity of the Community with international regimes
diminish as soon as decision processes within the institution are explored ?

From an institutionally informed perspective the characteristically incoher-
ent perception of the Community may be attributed to the peculiar distribution of
substantive cooperation and related decision-making at two different levels
(Gehring 1994b). It is not uncommon in international relations that a regime
defines the terms of cooperation and assigns executive and administrative
decisions to a regime-specific decision-making apparatus (Gehring 1990). This
is basically what the two sectoral communities on coal and steel and on nuclear
energy did. However, the EEC-Treaty spells out detailed obligations only for
some limited areas (e.g. the initial common market) while it assigns wide-spread
competences to the new decision-making apparatus in numerous other areas
(Taylor 1975). This is illustrated by the fact that the central elements of the two
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recent inter-govemmentally negotiated cooperative arrangements, namely the
Single Market programme and the Monetary Union, might, in principle, also
have been agreed upon within the framework of the established Economic
Community. Consequently, far-reaching substantive cooperation may be
achieved at two different levels, namely the upper level of inter-governmental
negotiations and the lower level of intra-institutional decision-making8.

The emergence of a lower level of cooperation does not deprive the mem-
ber states of their central role as the original actors of the institution, but it turns
them into multiple stake-holders. On the one hand, they have interests in coop-
eration at the upper level. Therefore, they will be inclined to avoid unnecessary
destabilization of the related major cooperative arrangements, even though these
arrangements determine the procedural rules for lower-level decision-making.
On the other hand, they have varying interests in numerous secondary issue-
areas in which additional cooperative gains may be made by secondary coopera-
tion. The institution forces a state-actor to subordinate one of his interests to the
other. If he is primarily interested in upper level cooperation, he must confine
himself to pursuing his interests in the lower level decision processes within the
limits of existing procedural rules. If he considers his interests within a lower-
level process important enough to disobey these limits and reject the procedural
rules, he must withdraw his prior agreement at the upper level and may have to
put into question his future participation in the institution at large. The French
'policy of the empty chair' in 1965/66 (Lambert 1966, Groeben 1982) illustrates
this effect and draws attention to the enormous costs involved in employing this
mechanism.

Hence, the particular organization of the collective decision process merely
forces a member state to choose among his various interests. It does not auto-
matically close exit for lower-level decisions. However, the more important
overall cooperation is compared to the interests at stake in a single lower level
decision process, the less credible will the threat of exit be. The closure of the
exit option will become more effective with increasing differentiation of lower-
level decision-making. The numerous functional councils of which the formal
Council of Ministers is composed (Wessels 1991) and the participation of
uncounted civil servants (Bach 1992) in the 'bureaucratic politics' (Peters 1992)
of the Community underline the high degree of differentiation of the current
decision-making system.

The effects of the closure of the exit-option are far-reaching. Now lower-
level cooperation takes place under the protection of a strong international

Below these two levels of legislative activity, there are other levels of executive and
adjudicative decision-making.



22

institution, rather then in the shadow of international anarchy. Governance is not
limited to horizontal coordination of behaviour among the member states any
more, it may become hierarchical to some degree9. If the original state actors are
inclined to accept decisions irrespective of their substantive content provided
that they are adopted according to the accepted procedural rules, applicable
power will not any more depend on resources beyond the institution. The mem-
ber states may still bargain to pursue their interests, but they will do so on the
basis of institutionally allocated power resources. It depends on the results of
upper level negotiations (Peters 1992: 83), for example, whether the institution
assigns veto power to every single member state or grants a certain number of
votes that may be used to influence decisions under majority voting.

The closure of the exit option and its replacement by procedural rules as the
principal source of power for intra-institutional decisions has another important
consequence. If the original state-actors depend on institutionally assigned
power, other actors may be invested with the same sort ofpower. Accordingly,
sub-state actors, e.g. companies, citizens as well as regions, derive certain
powers from the institution. Probably even more important, new actors may be
institutionally created and invested with power. The Commission with its exclu-
sive right to initiate legislation, the Court of Justice with its competence to
deliver binding judgements and the Parliament with its right to intervene
substantially into the legislative decision process belong into this category.

While these artificially created actors entirely owe their existence to the
institution established within the international system, they become full-fledged
participants in the intra-institutional decision process. Within this process they
fulfil certain functions. Hence, the Commission helps accelerate the cumber-
some and time-consuming negotiation mechanism and serves as inferior-level
(executive) decision-maker. The increasingly relevant Parliament contributes to
legitimating legislative decisions (even though it is still hardly responsible for
their content). The Court removes normative (legal) ambiguities and thus serves
to settle disputes and enhance compliance.

The establishment of powerful institutional actors for intra-institutional
decision-making has important consequences. These actors cannot fulfil their
functions properly unless they dispose of a margin of independent decision-
making determined by their position within the Community system. Outcomes
of decision processes do not emerge any more exclusively from interaction
among the member states, although the states still control the upper level
process. The Council of Ministers becomes one organ of the European Com-

Weiler (1981) identified an auxiliary closure of exit in the stage of implementation on
the basis of a well-operating adjudication mechanism that precludes free riding.
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munity among others rather than an ordinary state conference (Wessels 1991).
And that is, the collective level within the three-level-model is considerably
strengthened vis-a-vis the unit (state) level. In a typical international regime the
collective level merely exists in the form of joint decision-making of the mem-
ber states. Within the EC it acquires its own voice separately from the states,
although not independently of them.

The relevance of powerful institutional actors operating at the collective
level is not limited to the relationship between the group of states and its mem-
bers. These actors provide new inlets for interventions of sub-state actors. In
some areas sub-unit actors enjoy a formal standing which provides them with
direct access to intra-Community decision processesl0. Beyond that, interven-
tions are not limited to be channelled via state actors any more. A projected
directive may be effectively influenced by non-state actors through the Com-
mission and, in some cases, the Parliament.

All these effects increase the leverage of non-state actors at the supra-
national and sub-national level. Inevitably they decrease, at least in relative
terms, the ability of the original state actors to control the collective decision
process. Yet, in a comprehensive approach toward the European Community it
should not be overseen that they rely on the peculiar organization of the collec-
tive decision process that combines substantive cooperation at two different
levels and firmly closes the exit optionfor lower-level decision-making. It is this
specifically organized communication about norms that fundamentally distin-
guishes the Community from (other) international cooperative institutions.

4. From Cooperation to Integration: Recognizing the Relevance of Devel-
opment over Time

The concept as developed so far is still static. It takes account of the
relevance of the established institution and may help structure empirical inquiry
into the origins of specific events taking place within the institution as well as
into the state ofintegration at a certain point in time. Integration itself, however,
is a notion of process rather than status. It requires a perspective of development
over time. If the institution, i.e. the combination of the specific organization of
collective decision-making and cooperative norms as outcomes of this process,

10  See for example the 'new approach to standardization] which envisages a central role for
interest group negotiations within European standardization organizations (Joerges et. al.
1988, Eichener/Voelzkow 1994). Another case is the Art. 177 procedure that assigns to
interested private parties a central role in the judicial control of compliance with EC-
norms (Weiler 1991).
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constitutes the core of the phenomenon, integration will have to do with institu-
tional change. Hence, a concept of integration must accommodate institutional
development.

4.1. Path-dependence and Institutional Development

Some theoretical concepts, like the 'cooperation under anarchy' approach
(Oye 1985; Axelrod/Keohane 1985) and Moravcsik's (1993) ‘liberal
intergovemmentalist approach’, reduce governance to substantive cooperation
among a group of actors and the underlying constellation of interests prevailing
within a given issue-area. From this perspective a significant change of the un-
derlying constellation of interests produces a new situation that replaces the
original one. The new situation is conceived of as not being connected in any
way to the original one. Likewise, a later cooperative arrangement is not related
to a preceding one but emerges from ‘international anarchy'. Accordingly,
changing patterns of cooperation must be conceived of either as a series of
successive arrangements or as the proliferation of parallel cooperation in
different issue-areas. This may lead to the conclusion that institutional develop-
ment over time is not an important aspect of institutionalized international
governance. Yet, this conclusion is largely related to the fact that development of
cooperation over time cannot be analyzed on the basis of these concepts.

To be sure, from an actor-oriented (i.e. methodologically individually
informed) theoretical perspective an institution does not gain a life of its own,
even though it may appear to develop. It will merely influence the decision-
making of the relevant actors in a way that relates otherwise unrelated succes-
sive events in a meaningful way. Accordingly, a twin set of interrelated issues
arises, namely (a) how does an existing institution affect the decisions of
relevant actors, and (b) how do these decisions modify the institution in turn
(Esser 1991, Ziim 1992).

Once again, the limitation of information processing capacity of the partici-
pating actors and the complexity of decision situations have an important
impact. Although these actors decide under conditions of bounded rationality,
norms do not necessarily determine their decisions. Single actors may well fail
to comply and stir conflict over originally accepted norms. In international
governing institutions with a permanently established collective decision-making
apparatus these conflicts may be made subject to new, i.e. secondary collective
decisions. If the existing norms are still accepted as valid standards, these
decisions amount to interpretations in light of the specific circumstances of the
case.
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A dispute may also indicate that the original cooperative arrangement does
not sufficiently reflect the actual constellation of interests any more. In this case
the conflict reaches beyond the closure of regulatory gaps in light of existing
norms. It involves the challenge of a, possibly outdated, cooperative arrange-
ment. Certain cooperators may threaten to abandon cooperation and jeopardize
the existence of the cooperative institution altogether unless costs and benefits
are satisfactorily re-allocated. All actors may remain interested in continued
collective governance of the relevant issue-area to realize improved outcomes,
but some of them insist on an adjustment of the terms of the governing coopera-
tive arrangement. Consequently, the governing institution continues to enjoy
support, but a new arrangement must be negotiated within its framework.
Although there is no general limit as to the issues that may be tabled by the
participating actors in these negotiations, the existing agreement will be highly
relevant for the negotiation process. The reason is the peculiar relationship
between collective and individual interests in international governance.

A core group of actors will continue to support the original terms of coop-
eration, unless the net gains realized under the original arrangement dimmish
because of the exit of too many or too important cooperators. That is, the
community as a collective entity will stay alive and cooperation will continue to
flourish (albeit presumably at a lower level of net gains due to increased free
riding) although some community members may drop out. In this typical
situation of gradual decay a new cooperative arrangement may not replace the
original one unless it wins a higher degree of supportlL This will be more likely
and less risky if the original arrangement is adapted to the new situation, rather
than first abandoned and then re-established. Accordingly, the existing arrange-
ment establishes institution-specific baseline criteria that may be invoked during
the negotiations. It structures the collective decision process even though it is the
task of this process to identify a new arrangement that is better adapted to the
new situation. Somewhat surprising, within a community of actors deciding
under conditions of bounded rationality substantive norms establish a link
between decision situations over time not only when they are kept but also when
they are intended to be replaced.

There are two other mechanisms that relate decision situations over time.
Established cooperative arrangements always enshrine a regulatory solution to a
common problem (Majone 1980) which may be used as a point of reference
when dealing with similar problems. A group of actors deciding and acting
under conditions of bounded rationality will not always be aware which one out

1 If the threshold for decision-making is high and the group of participants is firmly
established, the cooperators may find themselves locked in the 'joint decision trapl
(Scharf 1985).
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of a number of competing regulatory approaches will best exploit the existing
margin for cooperation (Garrett/Weingast 1993). For the group at large a
mutually agreed solution in a parallel field will constitute a widely acceptable
standard for the appraisal of proposals, despite the fact that individual prefer-
ences vary according to differing cognitive insights and parochial interests. An
existing regulatory approach which might not have been intended to influence
later decisions may thus be taken as the foundation for community-specific
arguments that may be refuted only by proposals that are 'better' either because
they are more appropriate to the substantive problem or more acceptable to the
community of actors. Hence, an existing solution to a parallel problem may exert
influence on the structure of a later decision process (Olsen 1991), whether or
not it is eventually adopted. In this sense, solutions may precede problems rather
than follow them12

Lastly, procedural norms constitute a form of linkage between decisions
over time. They reflect collective decisions that are most directly intended to
affect later collective decisions. It is well-known that procedures may have an
impact on the outcome of decision processes if the actors concerned are inclined
to accept the decisions rendered on their basis. Obviously, it matters whether a
subsequent decision ought to be adopted by consensus or by a qualified majority
of votes, and whether votes are weighted or distributed on a one-country-one-
vote basis. Likewise, it will affect the decision whether a dispute is settled by an
adjudicative dispute-settlement organ, or by the stake-holders themselves. The
task of procedures is to facilitate decision-making (Luhmann 1978), to accelerate
and/or rationalize (in a discursive understanding) the cumbersome and time-
consuming negotiation process (Gehring 1995a) and to define the bargaining
space.

To conclude, there are several mechanisms by which an established institu-
tion may exert influence on rational egoists as soon as they are forced to decide
and act under conditions of bounded rationality. In all these cases an existing
institution intervenes into the calculation of interests of these actors and the
collective process of hammering out secondary decisions. Under bounded
rationality it matters whether a group of actors endeavours to establish a coop-
erative arrangement out of a state of anarchy, or whether it develops, elaborates
or adapts to new circumstances a governing institution that already exists. Every
decision made within the framework of an existing institution adds to that insti-
tution and modifies its future appearance. Over time the institution develops

12 International governing institutions with a permanent decision-making apparatus may
thus reflect aspects of the 'garbage can' phenomenon (March/Olsen 1986) originally
observed in domestic organizations.
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because of the numerous collective decisions adopted at the various levels of its
decision-making apparatus.

4.2. Positive Feedback and Integration

Many important international regimes, such as the world trade regime or
the regime on long-range transboundary air pollution dispose of a twin structure
that links several parallel or succeeding cooperative arrangements to a compara-
tively stable institutional framework (Gehring 1994a)13. In these cases, collec-
tive decision-making about norms continues upon adoption of a first set of
governing norms. Therefore, it may lead to the adoption of further sets of norms
that prescribe different behaviour to realize other common interests of the actors
as soon as the relevant constellation of interests so requires or allows.

It is the combination of the original cooperation-centred mainstream
approach with an institutionally oriented concept of international governance
that opens the regime concept for inquiry into this dynamic development of
international governing institutions. The conceptional separation and functional
re-integration of interest-based cooperation and institutions established to
organize cooperation draws attention to reflexive (feedback) mechanisms by
which regimes may affect their own future development. In this regard, the
present approach re-introduc'es a central functional and neo-functional idea into
the analysis of international institutions. Empirically informed studies especially
from the highly dynamic field of international environmental relations (P.Haas
1989; Mitchell 1994; Oberthiir 1995) emphasize the relevance of feedback
mechanisms for the development of cooperation over time. Obviously, institu-
tional development and feedback effects also matter in the case of European
integration.

Three categories of sources for dynamics and reflexive development may
be distinguished analytically although they may actually appear in combination:

First, an established international governing institution may foster future
cooperation due to its very existence. Interested actors may simply exploit an
already existing collective decision process that has proven to be effective in
previous cases, once a new issue comes up for cooperation. For example
increased economic competition between Europe and the Pacific region may
lead to the adoption of the Single Market programme (Sandholtz/Zysman 1989),
or German unification may remove interest-based obstacles to the acceptance of

13 On the 'nestinglof institutions, see the rather preliminary remarks of Keohane (1982:
334) and Aggarval (1981: 8-16; 1983: 620).
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Monetary Union (Sandholtz 1993). The existing institution offers, in the case of
the Community rather actively, its own solution to the new problem: expanding
cooperation within its own framework. Without some responsiveness to changes
in the environment an established institution may be expected to either eventu-
ally break down or lose its relevance for the actors concerned. However, in this
pattern the relevance of feedback is still limited because the main cause of the
expansion of cooperation is located beyond the institution's confines.

Second, feedback may occur between the collective level and that of the
units (member states). Purposive governance and collective decision-making
may always lead to a (partial) redefinition of actors' interests. Verbalized
exchange during negotiations may draw attention to - originally underestimated
or misinterpreted - aspects of the substantive problem underlying cooperation
(‘arguing’). For example, the establishment of the international regime on global
climate change may contribute to raising the awareness of the participating state
actors for the underlying problem and, consequently, affect an actor's perception
of the problem. Likewise, commonly adopted norms may have a stabilizing
effect, if effective, because they converge the expectations of the community
members and orient their decisions of behaviour. This is true for international
governing institutions at large. However, within the European Community this
type of feedback is dramatically strengthened because the community acquires
the ability of intervening into collective decision-making separately from the
member states. The participation of the Commission and the Parliament in norm-
moulding and, even more fundamental, the rulings of the Court on the basis of
valid norms are examples. Accordingly, the dramatic development of European
law (Burley/Mattli 1993) may be conceived of as a consequence of interaction
between the collective and the unit (state) levell4d. Moreover, the different actors
operating at the collective level may themselves interact and attempt to reinforce
the impact of this feedback mechanism (Alter/Meunier-Aitsahalia 1994).

Third, arrangements designed to bring about cooperation in a dilemma
situation will cause adaptations of behaviour of the actors concerned, if effec-
tive. In all low-politics issue-areas in which the cooperating states do not, or not
fully, control the regulated activities this mechanism automatically affects the
interests of sub-state actors. If sub-state actors adjust to the new requirements
and subsequently lose their interest in its modification this may have a stabiliz-
ing effect. If the activity of sub-state actors is triggered and provides additional
margins for cooperation in later rounds, it may have a dynamizing effect

14 Hence, the margins of freedom enjoyed by the European Court need not be interpreted
either as virtually unlimited (Burley/Mattli 1993) nor as non-existent (Garrett 1992).
Rather, being strictly limited in respect of a single decision, rulings may over time
produce dramatic consequences, if accepted by the member states.
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(Oberthiir 1995). In both cases adaptations of state behaviour have a long-term
impact on the interests of the relevant state. While developments of this third
category come about as a consequence of an established institution and produce
effects on that institution later on, they involve intermediate changes of substan-
tive interests at the sub-state level. They are thus very close to the traditional
functional and neo-functional 'spill-over' mechanism.

To conclude, the present concept is not at all static. It allows the analysis of
institutional development over time as well as the sources of these changes. It is
applicable to international governing institutions that combine substantive coop-
erative arrangements and permanent collective decision-making processes. This
is true for dynamic international regimes (Gehring 1994a) as well as for institu-
tions with a 'supra-national constitution1(Stone 1994) and even for a federation
in the analytical understanding of the term (Sbragia 1992). Despite all theif
differences15, these types of international governing institutions have centrai
conceptional features in common that recommend a common approach.

However, the present concept does not predetermine the standard for
measuring and appraising the state of integration achieved at a given time. It
keeps open the decision whether the success of European integration is best
assessed according to its substantive dimension, i.e. the expansion of coopera-
tion, or according to its transnational dimension, i.e. the role of non-state actors
compared to that of the member states within the decision-making system, or
according to its systemic dimension, i.e. the strength of the institution in the
light of irritations within its environment.

5, Conclusion

The present approach is intergovernmental inasfar as it attributes a central
role to states. Only states may establish international governing institutions in
the shadow of international anarchy, like the six original members of the Euro-
pean Community did in 1951 and 1957. And only states may enter an existing
international governing institution like the three most recent members of the
Community did in 1995. By entering the Community these actors do not at all
sacrifice their nature as states. Hence, states constitute a very special class of
actors within the Community.

However, the present approach is also institutional in the sense that it
attributes particular relevance to institutions. Institutions do not act themselves

15 The very notions seem to imply, for example, that a state may be a member of numerous
international regimes, but only of one 'federation’ simultaneously.
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vis-a-vis their members, but they influence the decisions of relevant actors, may
lead to the emergence of institutional actors and open new opportunities for
action of other actors. Lastly, the approach is neo-functional not only because it
recognizes the relevance of non-state and sub-state actors within intra-institu-
tional decision-making processes but also because it accounts for development
over time and feedback effects that might promote and accelerate the process of
integration.

Accordingly, intergovemmentalism on the one hand and institutionalism as
well as neo-functionalism on the other hand are not at all two mutually incom-
patible concepts for the analysis of European integration. Rather they focus on
two sides of the same coin. Accordingly, the conceptional priority for the mem-
ber states as the original actors does not necessarily entail the empirically
explorable priority within a specific decision process. On the contrary, an inter-
national institution established by states may differentiate so much that non-state
and sub-state actors actually begin to dominate relevant decision processes.
However, this is not a suitable matter for deductively generated assumptions, but
an issue that should be settled by empirical investigation.

The accommodation of the two rival approaches within a theoretically
coherent concept allows to draw on the insights of the lasting debate on interna-
tional regimes. If the regime perspective is employed, it is of little assistance to
ascertain time and again that the European Community is 'more than a regimel
(W.Wallace 1983), or that only its sectoral arrangements could be conceived of
as regimes (Webb 1983: 36). The central issue is of course not the purely defini-
tional matter whether the European Community is an international regime or not.
Rather, the core question might be how the existing institution actually affects
the outcomes of particular decision processes. To put it differently, how would
similar states have decided on the same matter in the shadow of international
anarchy outside the institutional framework of the European Community ? From
this perspective the cooperation theoretically derived ideal-type of a cooperative
arrangement might constitute the baseline-hypothesis, while differences would
point at particular institutional influence.
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