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ABSTRACT

Although internationd indtitutions are a ubiquitous fegture of internationd life, littleis
know about their trgectories of change. This paper attempts to address this lacuna by
examining processes of changein internationd inditutions, in particular the subset of
internationda ingtitutions known as inter-governmental organizations. The purpose of this
paper is not to develop agenerd theory of changein internationd indtitutions but rather
to develop limited generalizations about causal mechanisms and their consequences. It
firs examines the rationale and purposes of internationa organizations - before we can
ask how and why particular types of organizations change, we need to understand why
they exig in the firg place. It then examines the trgectories of change in internationd
organizations by posing three, interrelated, questions. One, what factors drive (or hinder)
change in internationa indtitutions and organizations and whet are the principd
ingruments and mechanisms that leverage change? Two, what factors explain variations
in the pace and direction of change? And three, what are the consequences of change both
for the inditutions themsdves and for their members? Findly the paper outlinesa
research agenda to develop a broad theoretical framework for understanding causal
mechanisms of change in internationa organizetions.



I ntroduction

Although internationd inditutions are a ubiquitous fegture of internationd life,
little is know about their trgjectories of change. This paper attempts to address this lacuna
by examining processes of change in internationd inditutions, in particular the subset of
internationd indtitutions known as inter-governmenta organizations (10s). The purpose
of this paper is not to develop agenerd theory of change in internationd ingitutions but
rather to develop limited generaizations about causa mechanisms and their
consequences. It first examines the rationale and purposes of internationa organizations -
before we can ask how and why particular types of organizations change, we need to
understand why they exigt in the first place. It then examines the trgjectories of changein
internationa organizations by posing three, interrelated, questions. One, what factors
drive (or hinder) change in internationa ingtitutions and organizations and whet are the
principa indruments and mechanisms that leverage change? Two, what factors explain
variationsin the pace and direction of change? And three, what are the consegquences of
change both for the ingtitutions themselves and for their members?* Findly the paper
outlines aresearch agenda to develop a broad theoretica framework for understanding

causd mechanisms of changein internationa organizations.

! The paper uses “change” rather than “reform” in order to avoid the latter’ s normative implication of an
improvement over the status quo. While change is often motivated by adesireto improve mattersat least in
some aggregate sense, change has complex consequences and, at least in the case of international
institutions, it isdifficult to demonstrate that change is pareto-superior.



Rationae and Purposes of International Organizations

Internationd ingtitutions are mechanisms for transnationd cooperation and
collective action. Ingtitutiondization serves to anchor internationa cooperation, be it
through formal intergovernmental organizations such as the UN and Bretton \Woods
indtitutions or less forma arrangements, for example, the GATT (beforeits formd
condtitution as the WTO) or the various groupings of countriesasinthe G-7, G-10, G-22,
G-24, G-77. Whether their memberships are inter-governmenta or non-governmentd,
they serve smilar purposes. they lower transaction costs for members and produce
information; they encourage members to think about their future (“lower their discount
rate’); create linkages across issues; and they serve as agents that both create and diffuse
ideas, norms and expectations. The rules embedded in the IOs' charters provide for more
stable expectations. Their organizationd structures and adminigtrative apparatus provide
adurable negotiating forum for direct interaction anong members, enhancing iteration
and reputation effects. The secretariats of 10s provide consultative and supportive
sarvices for their members, which influence the terms of member interactions, help shape
understandings, €aborate norms (from human rights to narrow technica standards) and
mediate member’ s disputes.

While crestures of their members (Sates in the case of multilatera inditutions),
|Os have the authority to act with a degree of autonomy (which varies across |Os and
over time) in defined spheres. States delegate a variety of functionsto 10sin part because
they provide domestic cover for activities that may be unacceptable in direct State-to-state

form, but more paatable otherwise. As agents, 10s act as sub-contractors for the globa



systemn of states, managing avast array of operationd activities. They serve astrustee or
escrow agents as well as dlocate scarce resources (with attendant distributiona
consequences and conflicts). They are arbiters, both in afacilitative and binding form as
well as managers of enforcement of rules, either in the form of sanctions, conditionalities,
or direct force. 10s aso embody, however faintly (and for many, naively), an aspiration
for a certain cogmopoalitanism binding aglobad community of states. The shortcomings of
individua indtitutions notwithstanding, 10s have been a successful inditutiona
mechanism of globa cooperation in part because they enjoy economies of scae by
pooling activities, assets and risks. While |Os processes and the norms they propagate
reflect the disproportionate influence of their more powerful members, they aso bind the
latter’ s actions to some degree.

In generd, internationa cooperation is more likely to occur the greater the
commondity of interests (or the narrower the issue areq) across actors (and
correspondingly the lesser their conflicting interests), the fewer the number of actors, and
the more the “ shadow of the future’ looms large in actors decision making.? Prominent
theories of internationa cooperation share a presumption that interstate bargaining,
entalling as it does the investment of time, money, energy and personnd, isinherently
costly. The assumption of high transaction costs in the formation of internationd
indtitutions (whether in the broad “internationa regime’ manifestation or in the narrower
sense of internationa organizations) has led observers to conclude that internationa
indtitutions are inherently sticky. Were this not the case, the suboptimdity of most

internationa bargaining outcomes (of which internationa indtitutions are the product),



would encourage governments to perennialy negotiate and renegotiate agreements
underpinning international ingtitutions®

The “gickiness’ of internationa ingtitutions means that change is gradud and
does not occur easily. Indeed, ingtitutional change as a broader phenomenon isinvariably
incrementa, evolutionary, and, in some cases (and to some observers), even glacid.
Public organizations are embedded in a complex web of rules. These limit both
indtitutiona autonomy to a grester extent relaive to private organizations, as well astheir
access to the different pathways through which private organizations change (for ingtance
mergers and acquisitions). International organizations would seem to lie somewherein
between the two extremes of autonomy enjoyed by private firms and nationa public
organizations, snce unlike the latter, they are not embedded in a“thick” indtitutiona
matrix that limits autonomy. Within anationa context the legidative, executive and
judicid branches of government as well as autonomous centra bank, dl place congraints
on the degrees of freedom enjoyed by each other. These horizontal congtraints arise
because these ingtitutions are embedded within a broader set of rules— namely the
nationa condtitution. Since the latter does not have an internationa equivaent, such
horizontal congtraints are more limited for internationa indtitutions which enjoy grester
autonomy vis-a-vis other internationd ingtitutions, relaive to nationd inditutions.
Although their autonomy may be more circumscribed in other dimens ons because of
multiple principas, by playing off their principals againgt each other 10s can sometimes

enjoy agreater marge de maneuver than nationd public ingtitutions.

2 John Ruggie, “Multilateralism: The Anatomy of an Institution,” International Organization, 46, 1992, pp.
561-98. LisaMartin and Beth Simmons, “ Theories and Empirical Studies of International Institutions,”
International Organization, 52 (4) Autumn 1998, pp. 729-57.



Conseguently, it should not be surprising that intergovernmenta organizations
(10s) — the public ingtitutions run by much maigned internationa bureaucrats— do
change and even disappear dtogether. One analysis of 10sin the 1980s found that
hundreds were created and died during this period. Only two-thirds of the |Os that existed
in 1981 were il active in 1992 -- a surprisngly high mortality rate. During this period
dightly more 10s were created than were cast off, but most new |Os were created not by
governments but by other 10s. Emanations -- second generation 10s created through
actions of other 10s— arelikely to be of lessimportance than traditionaly created 10s but
both connect states through aweb of shared gods, and indtitutiona rules and
commitments* Emanations constituted 70 percent of the population of 10sin 1992, up
from 64 percent a decade earlier.”

Therdaively high rate of mortdity of 10s seems at first glance puzzling given
the propodtion that internationd ingtitutions are inherently sticky. Three factors explain
this. Firdt, the demise of the Eastern bloc and the political and economic travails of Africa
led to adecline in 10s from these regions. Second, mortdity rates were higher for
emanation 10s (“second or third generation™) than treaty 10s (“first generation”) where
expectedly issues of stickiness are most apparent. Findly, there is strong survivor bias,
i.e. the longer indtitutions have been around the longer they are likely to exigt, as evident

from an increase in the average age of 10sfrom 18.4 yearsin 1981 to 25.4 yearsin 1992.

3 Kenneth Abbot and Duncan Snidal, “Why states Act through Formal International Organizations,” J.
Conflict Resolution, 42 (1), February 1998, pp. 3-32.

“ Examples of second generation |0sinclude IDA, IFC and MIGA in the case of the World Bank, UNDP
and UNCTAD in the case of the UN etc...

® Cheryl Shanks, Harold Jacobson, & Jeffrey Kaplan, “Inertiaand Change in the Constellation of
International Governmental Organizations, 1981-1992," International Organization, Autumn 1996, pp.
593-627.



Sources of Changein International Organizations

A smpletypology of sources of change would seek to distinguish between
exogenous and endogenous sources of change. Andytica smplicity aside, the digtinction
israrely as sharp, except at the edges. The forces driving change may be exogenous to the
system — broad structural changes and shocks in the form of disasters and crises are two
important factors. In some cases the locus of change may be endogenous to the system
but exogenous to individud actors congtituting the system. That is, change is not a choice
variable for an individud actor but rather the result of the aggregation of changing
preferences and interests of actors — change resulting from competition and changing
norms are examples. In other cases, change is endogenous to the system but exogenous to
the 10. Leadership and domestic palitics in the systemically powerful countries are
examples of this source of change dthough, as we shdl note later, the former can dso be
endogenousto the 0. Findly, the source of change can be endogenousto an 10 —
inditutiond “learning” leading to adaptive change is a good example. In generd, the
greater an 10s indtitutiond autonomy, the greater the likelihood that the source of change

is at the endogenous end of the spectrum.

Structural Changes

|Os are embedded in the broader globa system, and structural changes lead to
“criticd junctures’ that creste digtinctively new conditions and pressures for ingtitutional
change. Over the last decade, the end of the Cold War, the weakening of the state

relative to both civil society actors (such as NGOs) and markets, an acceleration in the



pace of globa economic integration (“globdization”), and the informatics revolution
have been the most Significant changes in the externd environment of internationa
inditutions. These changes have affected internationd ingtitutions in somewhat
contradictory ways.

Globdization would seem to increase the demand for globa public goods. Since
internationd ingditutions supply globa public goods (much as the State supplies nationd
public goods), the increased demand for their services should result in an expansion of
|Os. However, thisis tempered by other ructura changes. Since |Os are creatures of
nation states, the relative weakening of states means that the increase in demand for
globa public goods has been met more by non-governmenta organizations instead of
inter-governmentd indtitutions. Thus, non-governmenta devel opment NGOs now
provide more funds for economic development activities and disaster relief than the UN.
Globd rules and norms are being shaped to amuch greater extent by a variety of non
governmenta and “ hybrid” actors that include state and non-state bodies whose activities
range from regulation of myriad financid insruments to environrmenta issues to land
mines® Second, the end of the Cold War and the emergence of the U.S. asthe lone
superpower, have reduced its incentives to support multilateralism as a broad norm.
Instead, the U.S. has become much more sdective in its support for 10s which, aswe
shdl note later, has implications on the type and direction of change. The incentives for

the U.S. in supporting the family of 10s, are further reduced by the preeminence of U.S.

® These range from the International Standards Organization (1SO), whose standards, ranging from products
to internal corporate procedures to environmental standards, are increasingly becoming the “norm” for
market actors; the International Securities Markets A ssociation, a private regulator that oversees
international trade in private securities markets-the world's second-largest capital market after domestic
government bond markets; the International Organization of Securities Commissions (IOSCO) which has
become aleading force in coordinating international enforcement of securities laws; the International



based indtitutions, both among non-profit transnational NGOs as well as market actors
(MNCs). This has meant that the web of international rules being woven by these actors
has a greater degree of conformity (although they are by no meansidentica, especidly in
the case of NGOs) with domestic U.S. norms.

Findly, the informatics revolution has weskened the role of 10s as informationdl
intermediaries that reduce the transaction costs of cross-nationd interactions. The range
and sources of information and the ease with which information can be accessed has
profoundly changed. Information can now be obtained directly and rapidly from origind
sources, consequently reducing the importance of intermediaries. However, 10s il
retain their comparative advantage as relaively neutrd “sedl of gpprova” on the quaity

and relaive comparability of information.

Crisesand Disasters

Change often follows shocks. And shocks, in the form of crises and disasters tend
to lay bare the limitations of existing arrangements and policies. Indeed, the origins of
exiding internationd indtitutiona arrangements, ranging from the United Nations to the
Bretton Woods Indtitutions, are (for the most part) attributable to the crises and disasters
faced by the international system in the 1930s and 1940s.

In recent years, disasters have been a strong impetus for change. The agreement
on the new International Crimina Court (ICC) in 1998 came from a broad consensus that
exiding internationd indtitutiond arrangements were poorly suited to addressing the

juridica issues arigng from evertsin the former Yugodaviaand Rwanda. The

Association of Insurance Supervisors, (IA1S) on insurance; the International Union for the Conservation of
Nature (IUCN) on environmental issues, etc....
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Internationa Court of Justice (ICJ— the so-caled World Court) resolves disputes
between governments and does not get involved in intra- state issues. The UN can impose
economic sanctions or press for military intervention. The impact of sanctionsfdls most
heavily on the generd population, while military intervention imposes the heaviest cogts
on the rank-and-file soldiers on the front line. In contrast, the ICC is designed to direct
the threat of justice more precisely on the politica and military leeders who are
responsible for mass daughter.

Analyticaly, however, disasters and crises are not necessarily exogenousto 10s
as afactor driving change. There is congderable endogeniety in some cases, where |Os
have been intimately involved in precipitating crises, dthough the degree of
respongbility is quite contentious. The massacres that followed the fal of the Bosnian
enclave of Srebrenicain 1995, changed the basic tenets of United Nations peacekesping
operations and forced the UN to rethink its peacekeeping philosophy of neutrdity and
non-violence in avil conflict. Henceforth, the UN would become more willing to teke
ddesand to ingst on deploying awell-armed fighting force insteed of lightly armed
peacekeepers into environments where there was no cease-fire or peace agreement.

Wil publicized environmentd fiascoes (Transmigration in Indonesia; Narmada
in India; Polonoreste in Brazil) were critical in making the World Bank rethink the way
itsinfrastructure projects were conceived and implemented. The criticisms related to
these failures forced the World Bank to incorporate greater transparency and participation
in its projects and to employ stricter environmental impact assessment procedures.” The

IMF has been dower to change despite perceived failures, but nonetheless, after recent

7 See Jonathan Fox and David Brown, The Struggle for Accountability: The World Bank, NGOs and
Grassroots Movements, Cambridge: MIT Press, 1998.
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financid crises, it retreated from its ingstence on pressuring countries on capital account
convertibility and has a'so moved toward greater trangparency (albeit from alow
threshold) in response to fierce criticism.

Financid crises have aso forced an acknowledgement of the growing economic
and financia importance of the larger developing countries and have resulted in some
efforts to engage them in hitherto closed groups. The OECD has expanded at the margin,
admitting Mexico and South Korea, and it has recently begun to invite non-members to
its annua ministeria meeting.® Over the past few years, the BIS (which has been akey
forum for discussion of international monetary questions) whose membership was long
confined to the G-10, has over the past few years begun to invite officias from the
central banks of larger developing countries, irrespective of whether or not those
inditutions are BIS shareholding centra banks. US frustration with the European
dominanceinthe G-7 and G-10 led it to sponsor the G-22, dthough the latter’ s expansion
to (thirty-three members) a the behest of the smaler European countries undermined its
objectives. Subsequently, in early 1999, the G-7 initiated the Financia Stability Forum
(FSF) which included in addition to Sgnificant internationd financia centers (Audrdia,
Hong Kong, Netherlands, Singapore), internationa financid indtitutions (IMF, World
Bank, BIS and OECD); sector-specific internationa groupings of regulators and
supervisors (Bade Committee on Banking Supervison, Internationa Organization of
Securities Commissons and International Association of Insurance Supervisors); and
committees of centra bank experts (Committee on Payment and Settlement Systems,

Committee on the Globa Financid System).

8 The countries are Argentina, Brazil, China, India, Indonesia, Slovakia, South Africaand Russia. Financial
Times, May 25, 1999, p. 6.



Disagters can, however, impede change as much as they promoteit, particularly
when filtered through the prism of domestic palitics The UN's intervention in Sormelia
had far-reaching consequences. It was pivotd in reversng US policy on UN operations
from a gtance of promating "assertive multilateraism’ to refusing to accept virtudly any
new UN peacekeeping operations. Reaction to the Somali debacle led directly to the
UN'’s colossd failure in Rwanda. By the early summer of 1994, the US had dug in its
hedls about avoiding any risk in UN operations, and the Security Council not only
refused to strengthen the UN force in Rwanda but cravenly reduced it. The possibility of

multilateral peacemaking, particularly through the UN, suffered a severe setback.

Competition

Competitive pressures for resources and mandates — among 10s and between [Os

and nationa bodies, market ingtitutions and NGOs — have been an important factor
driving change. 10s faced little competition in the 1950s and 60s. It was an expansonary
erafor |0s and dternative transnationd ingtitutional mechanisms, both market and non-
market, were limited. But even then competition forced change in the few instances that it
did occur. During the 1950s, the IBRD discouraged the idea of soft loan lending to
developing countries in contrast to the UN, which had been more proactive (through its
Specia UN Fund for Economic Development, proposal). When it appeared that the US
would launch a soft-loan facility in any case and that it might be lodged in the UN, the
IBRD reversed its stance. The result was IDA, which fundamentaly changed the

character of the World Bank. Similarly, the IBRD softened its opposition to lend for
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socid sectors after the creation of the Inter-American Development Bank (IDB), which
hed no such inhibitions.

Competition (or lack thereof) from aternative sources of funds — whether bilatera
ad, government export agencies, private-sector lending or other multilateral development
banks and agencies— was for long a critical factor in explaining the tightness of the
lending standards ("conditionalities’) of the Bretton Woods indtitutions. Conditions were
tighter when aternative sources of funds were limited (during the 1950s, 60s, and 80s)
and looser when dternatives abounded, as in the 1970s. The IMF s burst of low
conditiondity lending in the late 1970s and early 1980s was smilarly driven by afear of
inditutiona  irrelevance when the surge of commercia bank lending threatened to
undermine its liquidity function. In generd it would gppear thet the conditiondity regime
has become tighter in the 1990s. Although this reaffirms the competition hypothesisin
the case of Africaand countries struck by economic and financid crids, where few
dterndives exist (especidly since cold-war rents have vanished), nonetheless the
conditionalities of the Bretton Woods ingtitutions have become tighter even where there
has been greater competition (particularly from private sources). This change, as we shdl
discuss later, isdueto structurd changes and changing norms on the use of
conditiondities

During the 1990s the environment for 10s has become much more competitive.
Thisis especidly true of development oriented |Os which have seen their market share
shrink, either at the hands of the private sector in infrastructure-related projects (hitherto
the bread- and- butter of multilateral development banks) or NGOs in poverty and socid-

sectors. Competition among |Os has aso increased. While in part this represents old-
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fashioned turf battles among bureaucracies, it has aso been propelled by the declinein
the overall resources available to the family of 10s. The share of contributions to
multilateral ingtitutionsin total net flows of financia resources from OECD countries to
developing countries and multilatera indtitutions declined by haf between 1986-86 and
1996-97 (averaged over two years) — from 17 percent to 8.5 percent.’ While the dedine
in red terms was less (from about $17 billion to $16 hillion, at 1996 prices and exchange
rates), the resources made available to 10s were spread out over more countries (with the
inclusion of countries from East Europe, Centrd Asaand Indochina after 1990) and
faced substantialy grester demands from burgeoning humanitarian and civil conflict
Crises.

Competition o drives changes in internationa indtitutiond arrangements,
leading to the formation of new 10s. Following the Cuban revolution, once the U.S.
agreed to the demands of Latin American countries for aregiond development bank (the
Inter- American Development Bank), other regions responded by setting up similar
inditutions — and the African Development Bank, Asan Development Bank and a host of
sub-regiona development banks followed suit despite the existence of the World Bank.
More recently the formation and/or resuscitation of regiona groups has been driven by
comptition from other regiona groups. Following the example of the EU and NAFTA,
trade has become the pivota issuein driving regiond inditutiona arrangements, whether

ASEAN, Mercusor, the Andean Group, SAARC or SAADC.

° Datafrom OECD. Available at http://www.oecd.org/dac/htm/TABO2e.HTM
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Norms

Human rights, neolibera economic agendas, governance, gender and the
environment arejust afew norms that have come to occupy center stage in the agenda of
IOsin recent years. Norms are complex sets of meanings including permissions and
prohibition, through which people understand and act in the world. Historicaly
constructed norms, ideas and discourses have played an important role in inditutiona
change, dbeit one where precise causdity is difficult to prove. Norms serve aregulatory
purpose -- they congrain. They may dso have conditutive effects, by shaping forms of
behavior, roles and identities through practice. Although the argument that norms are
amply afunction of power and interest and thus are redundant as an andytica category
has considerable merit, it is more likely that the congtraining and condtitutive effects of
norms mutually shape and reshape each other. In particular by shaping preferences,
norms can enter into, and change, interests.

The origins of the norms, the mechanisms by which those norms exercise
influence and the conditions under which they are more likely to be influentid are hard to
identify with much precision.'® This complexity is further enhanced by long timeiit takes
for normsto diffuse and change the behavior of 10s. Some norms gradualy garner
legitimacy on the bad's of mounting evidence that is underpinned by a solid body of
research. The WHO' s anti-smoking campaign and the emphasis placed by development
agencies on girls education are examples of this phenomenon. Systemic changes and
crises can accel erate the acceptance and diffusion of hitherto latent normsin internationa

inditutions. Environmenta norms diffused more rapidly within the multilaterd

10'A good survey of theissue can be found in Martha Finnemore and K athryn Sikkink, “International Norm
Dynamics and Political Change,” International Organization, 52 (4), Autumn 1998, pp. 887-917.
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development banks after the brouhaha surrounding severd of their projects cited earlier.
The increasing importance of governance in the agendas of the IFIs and the UN system
during the 1990s was the result of the continued development crissin Africaand the
problems faced by the trangition process in East Europe on the one hand, and the
weskening of the norm of sovereignty on the other.

Asthe last example indicates, the acceptance of norms cannot be understood
without reference to context, and the changing congtdllation of key actors, their beliefs
and preferences, and their interests and relative bargaining power. The last isareminder
that norms can aso serve as afig-leaf for more prosaic materid interests. Thereis
understandable skepticism that richer countries are long on norms when they are short on
resources, and the increasing attention to norms of governance even as development
budgets decline is perhaps not entirely coincidental. Aslong as the Cold War was on,
“crony capitalism” in Indonesawas not consdered a problem. Nor was it a problem
while the East Asan "miracle’ was being trumpeted. But when the Asacrisis of 1997-
98 erupted, "norms’ of corporate governance were strenuously advanced to deflect
attention from broader issues of the nature and quality of internationd financia
regulation.™* Similarly while the virtues of the norm of democracy are trumpeted within
states and intranationd governance, the same norm is seen asfaintly ridiculousin
internationa governance. On the other hand, poor countries often wave the norm of

sovereignty when their domestic governance leaves much to be desired.
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Domestic palitics

Domedtic palitics has been an important, abeit less predictable, factor in shaping
change in internationd ingditutions. Expectedly, the importance of domestic politicsasa
factor affecting change in 10s matters only in the case of the more powerful sates. In
recent years, 10s have often been whiplashed by domestic U.S. palitics. Theill-fated raid
by US Rangersto capture Genera Mohammed Aidid in Mogadishu, and the
accompanying televised images of a dead American hdicopter pilot being dragged
through the streets of Mogadishu, led to amgor backlash in Washington and proved
devadtating for the UN. There were furious recriminations againg the UN in the US,
athough the operation had been conceived and commanded exclusively by the United
States without the prior knowledge of the United Nations (or even of senior US officers
in the UN). The results for the UN peacekeeping operations are well documented and
were an important factor in the U.S. decision to block Boutros Boutros Ghali’ s redection
as Secretary-Generd .1

Internationd inditutions have often served as convenient whipping boy in
domestic U.S. palitics, particularly in the 1990s. The end of the cold war relaxed the
pressures for a broad bipartisan consensus on U.S. foreign policy. Funding for IOs was
invariably ensnared in partisan politics which in the 1990s pitted a Republican Congress
againg a Democratic president. The domestic palitics of abortion inthe U.S. hasled to
unilaterd (and therefore unacceptable) riders on UN support for family planning

initiatives and to forced budget cuts. Indeed in some instances, as in the case of UN

1 See Robert Wade, “Gestalt Shift: From “Miracle” to “Cronyism” inthe Asian Crisis,” IDSBulletin, 30
(1), 1999, pp. 134-49.



reform, the U.S. failure to pay its dues stymied the very changes it had been pressing so
hard to promote in the first place, as other countries balked.

Internationd trade is perhaps the most sdient issue area where politicaly
powerful domestic lobbies have either forced change or blocked change. Japanese and
EU agriculture lobbies stymied agreements in the Uruguay round aswell as at Sesitle,
while textile and pharmaceutica interestsin the U.S. were instrumenta in the MFA and
TRIPs agreements. The U.S. push for environmental and labor standardsin the Sesitle
round was driven by Presdent Clinton’s desire to regain “fast-track” authority to
negotiate free-trade agreements for which he needed the support of environmental and
labor groups as well asthe desire for support from influentia labor groups for Vice-
President Gore' s presidentia aspirations. Similarly incumbent |ft- of- center governments
in the EU, plagued by high levels of unemployment, pressed for labor standards to be

included in the Seettle round to placate key labor congtituencies.

Leadership:

Internationd indtitutions are not a passive set of rules or impassive structures but
are active stes of bureaucratic politics that empower internationa officials who wield
transnationd influence and act as agents of change. It is hardly surprisng that leedership
change and indtitutiona change (ingtitutions as rules or as organizations) go hand in hand.
Indeed if thereis no desire for change, then there would be little need for changing

leadership. Thisisastrue for palitical leaders and voters as for CEOs and shareholders

12 Brian Urquhart, “The making of a Scapegoat,” The New York Review of Books, August 12, 1999.
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(through board members) and for 10s and their member countries as well. In recent years
more rapid leadership turnover and cdlamor for change in 10s have gone hand in hand 23
But just how important isleadership for change in internationd inditutionsin
generd and I0s in particular? And under what conditions is leedership likely to bea
more important than other factors? Does leadership redlly lead or does it lead only to the
extent it is allowed to by an 10’ s principas? A considerable body of research has
documented the importance of " supranationd entrepreneurship” -- informal politica
leadership by high officids of international organizations -- in influencing the outcomes
of multilaterd negatiations, dthough the mechanisms and degree of importance are
contested.** Robert McNamara played asingular role in transforming the World Bank in
his thirteen year stint as President of that indtitution (1968-81) as did Raul Prebischin the
case of ECLA (Economic Commission for Latin America) in the 1950s. Could they,
however, have been as successful in changing thair inditutions in the 1980s, when the
atmosphere for multilateral ingtitutions was much more hogtile? Not as much to be sure,
but during the 1970s while the Word Bank flourished, UNESCO under Amadou Mahtar
M'Bow, languished in the same environment. Smilarly ECLA’ s counterparts in other
regions were much less successful in indtitutiona change and adaptation, even in the
period when ECLA flourished. Was leadership the deciding factor that explained not just
the degree of change, but aso the direction of change that alowed one inditution to

emerge much stronger at the end of the 1970s?

13 Frustrated with the lack of change in the WHO, its members voted for anew leader in July 1998, and
when Gro Brundtland succeeded Hiroshi Nakajima she immediately launched significant organi zational
changes.

14 For an analysis of the phenomenon in the European Community (EC) see, A. Moravesik, “A new
statecraft? Supranational entrepreneurs and international cooperation,” International Organization, 3: (2),
pp 267-306, Spring 1999.
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The importance of the varigble “leadership” (relative to other factors) in shaping the
contours of changeis an increasing function of an 10’ s relative autonomy and the
inditution’s rdaive importance. While we defer the discusson on the variables that
affect I0Os autonomy to the next section, two points need emphasizing here. One, 10s
leadership have cons derable agenda setting power, which affects not just which issues
are brought to the table but, criticaly, when. Second, an 1O’ s leadership also has
consderable discretion in interna organizationd matters, ranging from budgetary
procedures and priorities and financid controls, to personnel and procurement policies.
Although these factors seem rather prosaic in the larger scheme of things, these micro
dimensons are critical to organizationd effectiveness, and in turn to an O’ slegitimacy
and autonomy. Poor leedership in particular can undermine the interna workings of an
1O with surprisng ease. Agency problems are severe in 10s and accountability
mechanismsinvolving an 10’ s leadership are weak except for renewd or denid of
another term (it is virtualy impossible to sanction leaders of 10s until higher term is
completed).

If theintengty of lobbying and conflict over the sdection of the leadership of 10sis
any indication the principas of 10s -- member states — clearly believe that leadership
matters. In recent years, bitter disputes, strong-arm tactics and Sde payments to some
members have accompanied the sdection of leaderships of 10s, ranging from the African
Development Bank, ITU, UNESCO, WHO and more recently, WTO and IMF. But if
leadership matters, what are the selection mechanisms? One explanation sems from the
severe agency problem characteristic of 10s, mentioned earlier. Since principas (member

countries) have few instruments to reward or sanction their agent (an 10’ s leadership),



they look upon leadership contests as an opportunity to choose a“good type’ of leader,
one who shares their preferences and would act on behdf of their interests ™ Redlections
would be opportunities for sanctioning behavior inimicd to the country’ s interests. But
how does a country determine that a prospective leader would act on behdf of its
interests? In the absence of complete information about a candidate, countries chose
nationaity and region as surrogates of the likelihood of the candideate reflecting their
policy preferences. In addition countries vote strategicaly in leadership contests, backing
candidates smply to block third candidates (who they believe reflects interests inimical

to theirs) or garner payoffsin other issue areas. In some cases the desire of country to
secure a leadership position for its own nationas may have symbolic implications, with
the intention of projecting or signaing some intent by the state in question.® The large
resources deployed by Japan in thisregard are a case in point, as Japan seeksto project an
image of globd leadership and become a permanent member of the Security Council. In
other cases, countries push their nationals for candidates of 10s for domestic political
reasons, either as reward or to remove them from the domestic political arena.

The above discusson suggests that leadership, as an anaytica category shaping
change, straddles both exogenous and endogenous categories. But are the selection
mechanisms of leaderships of 10s random, or are there reasons to believe that thereisa
systemtic bias in the choice of leadership, which in turn shapes the trgectory of change?

Our hypothesis is that more autonomous an 1O and the more it is involved in the

digribution of economic resources or the greater its sanctioning authority, the greater the

15 This mechanism draws upon models of electoral accountability. See James Fearon, “Electoral
Accountability and the Control of Politicians: Selecting Good Types versus Sanctioning Poor
Performance,” mimeo, 1999.



desre to maintain exclusonary mechanisms for leadership sdection or, in their absence,
the grester the intengty of conflict over leadership choice. Exclusonary mechanisms are
evident in the leadership of the Bretton Woods inditutions, which enjoy a primacy among
economic organizations. Thus the Presdent of the World Bank is a U.S. nationd, the
Managing Director of the IMF is from West Europe even though choosing a candidate
from a globd pool would improve the probability of a better candidate. Among the
regiond development banks, the Asan Deveopment Bank (ADB) is exceptiond in tha
its Presdent is a Jgpanese national while the others draw from a regiond pool. The WTO
is a good example of an 10 whose actions are seen to be criticd to the interests of
member countries. Hence the intengty of the conflict in the sdection of its Director
Generd in 1999, with the unprecedented outcome of the six-year teem being split into
two three-year terms, to accommodate the two riva camps.

In the case of the United Nations, the Secretary Generd’s post is off-limits to the
mgor powers but only because they enjoy veto power on criticad matters. Even
otherwise, the fear that the Secretary Genera would be capable and autonomous has been
an important reason for the sdection of pligble leaders and in the rare exception where

this was not the case (Boutros Boutros Ghali), the redlection was torpedoed.

Learning:
Change may dso occur smply due to organizationd learning. But what
determines learning? In what way's are organizations capable of learning? Among the

kinds of learning that organizations are capable, which ones are desirable? Severd of

18 The original argument of how and why states project desired imagesis Robert Jervis, The Logic of
Imagesin International Relations, Princeton: Princeton University Press, 1970.
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factors discussed earlier, affect change in |Os, both directly as well asindirectly by their
impact on learning. Competition, failures, and changing norms and episemologies are dl
likely to spur learning. The consequences of an internationd indtitution’s own actions
may lead to wider systemic learning which, in turn can shape future change in that
ingtitution. The Uruguay Round was quite successful for globd trade, but relatively less
50 for developing countries. The lessons were clearly carried over into the bargaining at
Sesttle, and the failure of the trade negotiations at Seettle semmed at least to some
degree from the type of success achieved in the earlier trade round.

Indtitutiond learning is likely to be Bayesan, that is, indtitutions update their
beliefs in response to new information. However, the ability to processinformation is not
equa across10s. A large literature on organizationa learning stresses the importance of
an organization's cgpabilitiesin affecting learning. Capabilities, in turn, depend on
variety of factors ranging from recruitment criteria (the stock of human capita),
organizationa structure and systems of authority, and staff and managerid turnover (long
sarving saff are more likdly to defend the status quo than new gtaff but may smply
reinvent thewhed).}” Even if it were possible to correctly gauge an 10's capahilities, it
isunclear how one could andyticaly distinguish change in |Os due to learning from the

factors discussed earlier.

7'C. Argyrisand D. Schon, Organizational Learning I1: Theory, Method and Practice, Reading, Addison
Wesley, 1996.
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Variationsin degree and characterigtics of change

The above andyss of the factors driving change in internationd indtitutions does
not, however, explain why changeis faster in some indtitutions than others or why the
content of change varies across ingtitutions. This variation, | argue, can be explained
primarily by the interaction between indtitutional history and the type of exogenous
changes discussed earlier. The former affects key characteritics of an 10 —itsgodsand
instruments, governance and financid structure — which shapes the specific trgectory of
change of different |Os consequent to exogenous changes.

The importance of path dependent change is strongly supported from the evidence
that founding conditions become imprinted on organi zations and mold their subsequent
development.!® Thisis true not only at the meta-ingtitutional level but also a the meso-
organizationd leve, whereinitid inditutiond design exerts an indelible and enduring
influence on the trgectory of changein organizations® Ingtitutional characteristics are
key to determining the varying contours of change across indtitutions and organizations
that result when exogenous factors initiate change. These characteristics of
organizationa ecology include the charter (or "Articles of Agreement”) that delineates

membership criteriaand mandated functions, ingtitutiona governance, and interna

18 Arthur Stichcombe, “Social Structure and Organization,” in Handbook of Organization, J.G. March (ed.),
Chicago, IL: Rand-McNally, 1968, pp. 142-93.

19 William P. Barnett and Glenn R. Carroll, “Modeling Internal Organizational Change,” Annual Review of
Sociology, 2, 1995, pp. 217-36. Warren Becker, “ Strategic Change: The Effects of Founding and History,”
Academy of Management Journal, 32, 1989, pp. 489-515.
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organizational processes such as recruitment practices and budgetary sources, factors that
are generdly ignored in most andlysis of 10s%°

Theinditutiond grid of the current international system was essentidly laid out in
the mid-1940s. The period was a historic “critical juncture” when the rules of the game of
the current international order were mapped out. While at the outset rule-making
processes were relatively open, they became much more closed as time went on. But at
Dumbarton Oaks and at Bretton Woods, barely a quarter of the current members of 10s
were present when the rules were being crafted. These countries would join as rule-takers
and not as rule-makers. At agiven point of time power is unequaly distributed and
certain actors are in a pogition to impose rules on others. Thisimparts a strong eement of
path dependency as those power relations get reproduced over time despite a marked
change in circumstances. The resulting inditutiond rigidities mold the characterigtics of
change.

Perhaps the most rigid consequence of indtitutiond history is structures of
governance of 10s (distribution of voting power, veto points, participatory structures).
Expectedly they shape the trgjectory of changein directions that reflect the structure of
power in these organizations. A relative concentration of power and limited recourse to
veto rules can certainly affect the speed and direction of change. The Uruguay Round of
the GATT isagood illugtration. However, the lack of a more democratic and
participatory structure reduces legitimacy and therefore longer term sustainability. The
very governance structure that led to the “success’ of the Uruguay round laid the seeds of

failure of the succeeding Sesttle Round in 1999.

20 peabody makes this point in the case of the WHO. J. W. Peabody, “An organizational analysis of the
World Health Organization - narrowing the gap between promise and performance,” Social Science and



But the correspondence between the forma structures of governance, including
forms and degree of participation and democracy, and change in internationa
organizations, should not be overdrawn. The different multilateral development banks
(AfDB, ADB, EBRD, IBRD) vary consderably (though not radicaly) in their structures
of governance, but their trgectories of change have been more or less smilar. There can
be little doubt that governance structures — including types and forms of representation,
voting and mgority rules and veto points — maiter. But that does not mean that
internationd indtitutions can (let done will) be democratic. An unpleasant redity of
internationd inditutions is that whatever form of governance and decision-making
prevailsin internationa organizations, they will not be democratic in the sense that
democracy is a system of popular control over decision-making.?* Structuraly 10swill
adways face ademocratic deficit. As Robert Dahl has argued even in countries with deep-
rooted democratic structures, it is “notorioudy difficult” for citizens to exercise effective
control over key decisons on foreign affairs, their influence on internationd inditutions
islikely to be much less. One country one vote (as in the UN) might seem more
demoacratic than one dollar one vote (as in the Bretton Woods Ingtitutions) but both
violate the notion of democratic equality inherent in one person one vote.

Expectedly, charters pose one of the more difficult barriers to change, snce
changesto charters, like changes to congtitutions, require super mgjorities that are not
essly achieved. The articles of the World Bank have been amended just twice sinceiit

was established and in the IMF's case three times, despite the enormous change in the

Medicine, 40: (6), March 1995, pp. 731-742.
21 Robert A. Dahl, “Can international organizations be democratic”, in 1an Shapiro and Casiano Hacker-
Cordon (eds.), Democracy’s Edges Cambridge University Press, 1997. Dahl’ s skepticism of the possibility
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scope and substance of the indtitutions' work. This apparent incongruity has been
possible for anumber of reasons. The origind articles themsdaves were not very
confining (and when they gppeared so the indtitutions' lawyers were sKkillful in therr
credtive interpretation). And in recent years, when even crestive interpretation has not
been possible, the indtitutions have managed to skirt the spirit if not the letter of the
articles, because the issues involved only affect developing countries while the voting
rules are heavily weighted in favor of indudtridized countries.

Nonethelessingitutiond rules pertaining to veto points and super-mgorities pose
barriers that are exceedingly difficult to breach. In the Bretton Woods Indtitutions, the
super maority required for aforma amendment to the Articles of these indtitutions or for
acapital increase( in the case of the World Bank) or quotaincrease (in the case of the
IMF) effectively gives veto power to one country, the United States.?? In the UN's case,
Articles 108 and 109 of its charter require that any forma amendment be ratified by two-
thirds of the member states, including dl the permanent members of the Security
Council. The circumstances under which such amgority can be mustered are truly
exceptiond and certainly is not the case at present. Any change regarding the veto -- the
fundamentd rule of UN decison-making as well as the most direct expression of the
inequdity of dates- - iseven more unlikdy. While the veto is fundamentaly
undemocratic, it kegpsthe big playersin the game -- and there is no game without them.
The gates currently entitled to it will not agree to any meaningful limitations. Apirants

such as Germany and Japan are unlikely to accept a veto power inferior to incumbents

of designing democratic international organizationsis shared by James Tobin, “Comment on Dahl’s
Spepticism”. Ibid.
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while developing countries, who have jointly fought the veto for decades, are split into
those who now aspire to permanent membership and the veto and those who maintain a
negeative stance.

Membership in some organizations is open to al states, while others limit
membership according to criteria such as geography, historical association, or shared
purpose. Some organizations have broad generd mandates, others limit themsdlvesto
gpecific functions. Collective action in internationa organizations which limit
membership according to pre-specified criteriais rdaively easer and therefore these
organizations are more likely to reach a consensus on change. The relaive ease with
which NATO shifted tack after the end of the cold war despite the demise of itsraison
d etre, illugtrates this point. On the other hand, the common criteriafor membership may
aso result in stronger risk correlaion across members inducing indtitutional stresses that
may parayze decison making. Thefalure of most internationad commodity
organizations (ranging from the International Rubber Organization to the Internationa
Tin Organization to OPEC), the OAS during the Latin American debt crisis, ASEAN's
poor performance during the 1997-99 Asan crisis, and the stresses in regiond trading
arrangements like Mercusor during the economic downturn in Latin Americain 1998-99,
are casesin point.

Peth dependency aso affects changesin organizationa processes, which over
time have significant consegquences for organizationd effectiveness and (critica for
public inditutions), legitimacy. Thisis particularly important in the case of gaffing and

recruitment practices which are key to the creetion of Weberian bureaucracies, whichin

22 |ndeed one of the two amendments to the World Bank’s Articles (in 1989) was to increase (from 80% to
85%) the voting mgjority for approving a capital increase to ensure that the U.S. retained its veto power



turn have been critica agents of change in avariety of nationd and internationd settings.
However, meritocratic recruitment does not mean that the absence of bias in the nature of
embedded norms within such bureaucracies. Consequently, athough the Bretton Woods
Ingtitutions and WTO have some of the more meritocratic recruitment processes within
internationd ingtitutions, their selection criterion is biased toward economists from elite
U.S. universties. Not only has this meant that the norms common in eite U.S.
economics departments dominate these ingditutions, but also that experienceis
undervalued relative to academic credentias because of limited attention paid to
horizontal recruitment. However, the more senior the manageria position, the more the
rel ative balance between nationdity condderations and merit shiftsin favor of the

former.

It is often dleged thet the bureaucraciesin 10s are "hide bound” and deeply
resstant to change. But evidence would suggest otherwise. In the World Bank, for
indance, saff is frequently supine -- terrified of losing their substantia benefits (and for
many their visa gatus) and consequently prone to jump at the smalest presdentid twitch.
If anything the “obstructionist” charge has been a convenient cover for the current chief
executive alowing him to remove senior managers who have dared voice dissent 23

The UN family, particularly the Secretariat, faces a different problem. Nationdity
quotas are rlatively more important and they have contributed to mediocrity and
nepotism.* It is unfortunately true that for many LDC nationds the difference between

wages in their home countries and earnings as international bureaucrats is substantia,

even asits sharein the capital declined.
2 Devesh Kapur, “The Changing Anatomy of Governance of the World Bank,” Paper presented at
conference on “Reinventing the World Bank,” at Northwestern University, May 1999.



which means that LDC élites are often nominated by their governments for these jobs.?®
To the extent their opportunity wages are substantidly lower, this group is more likely to
resst change, especidly any change that may threaten their jobs. It islikely that the
cregtion of an internationd civil service with specified rules and selection criteriawould

mitigate these problems, but thereis little support for such aservice.

The importance of path dependency notwithstanding, it alone does not explain the
variance in the content of change across |Os. Rather, the content of change is shaped by
the interaction of inditutiona history with the precipitating factors driving change. In
recent years, three factors have been particularly important (in turn resulting from
changesin structura power, interests and preferences). One, financia pressures on 10s
have substantialy increased. As aresult, IOswith greater financid autonomy, i.e. those
less dependent on direct gppropriations of public funds, are becoming relatively more
important. Second, as aresult of a growing congruence between norms and interests of
the more powerful member sates of the internationd system, thereis an increasing
reliance on punitive measures relive to incentives. As a consequence the mandate of
those 10s equipped with punitive instruments has been expanding rdlative to those thet
use principdly incentive or *development” oriented ingtruments. Third, anincreasein
disasters and criss, has forced a shift in the time-horizons of the activities of 10s. The
“discount-rates’ of 10s have increased and consequently their attention to long-term

“development” rlated activities has been declining. Furthermore, crises have dso

24 For instance, in the case of the United Nations, the retiring head of the Office of Internal Oversight
Services remarked that the organization, “until very recently, has never chosen senior staff on their
management abilities,” New York Times, November 15, 1999, p. A10.
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enhanced the “liquidity premium” of 10s since a rapid response to crises requires quick
access to additiond financid resources. Consequently, 10s which can commit new
resources rapidly — inevitably 10s with grester financid autonomy (theinternationa
financid indtitutions) relative to their counterparts that are more dependent on
government funds -- are in greater demand.

A criticd indtitutional characterigtic that shapes the content of changeisan 10's
financid dructure. Financia autonomy is the key to bureaucratic autonomy and can dso
be the crucid ingrument to leverage change. The sdience of thisissue is quite different
for the IFIs rdlaive to the UN family since the former enjoy greater financia autonomy.
Since the mid-1980s the UN family has faced much tighter budget condraints. In some
cases key donors have exited and in others they have smply refused to pay pending
gpecific "reforms’.  In the 1990s, virtualy every multilateral organization has been in the
throes of “reform” in the 1990s designed to make them more “efficient, effective, and
responsive,” but the dimensions of these changes have differed.

In the UN system these changes have entailed zero budget growth, program cutbacks
and gaff cutbacks principaly through attrition. The UN Secretariat established an Office
of Interna Overgght Services (OIOS) in late 1994 and gppointed aformer CEO of a
magor internationa accounting firm as UN Under Secretary Genera for Adminigtration
and Management. The aim was to establish standards for management accountability and
to overhaul personnd, procurement, and planning systems — the basics of amodern

management structure. An efficiency review was launched in November 1995 and the

25 |t isinteresting to note that despite all the noises about “ diversity” in recruitment to international
bureaucracies, to the extent diversity isvalued in recruitment it is on the basis of nationality and gender, but
never class. There are undoubted practical reasonsfor this, but self-interest is also evident.



General Assembly had three groups studying reforms, including reform of the Security
Council and the ingtitution’ s finances 2

The story has been smilar for other organs of the UN. Following UNCTAD VIl in
February 1992 the United Nations Conference on Trade and Development (UNCTAD)
intiated mgjor inditutiona changes which emphasized consensus building as opposed to
the earlier gpproach which attempted to negotiate binding international agreements or
resolutions among its traditiond four-group system. UNCTAD’ s acceptance that
economic policies based on market forces were the best basis for achieving development,
in contradt to its earlier emphads on the role of the Sate, ensured its continued surviva.
UNIDO launched a mgjor restructuring in 1993 and refocused its services when severd
magjor industrialized countries threatened to leave. WHO, whaose budget has been
declining in red termsfor the past 15 years, proceeded with alist of 47 reformsin 1993.
In 1998, under a new Director-Generd, further restructuring ensued when more then fifty
programs were merged into ten divisons. Faced with a stagnant budget and pressed by its
donors, the UN Development Program (UNDP) cut its administrative budget by ten
percent, reduced headquarters saff by a quarter and senior executive positions by fifteen
percent while tightening its focus on poverty eradication. The WIPO (the World
Intellectua Property Organization) cut its 31 programs down to 19. Thelist goes on.

The story has been different, however, for the IFIswhich enjoy greater financid

autonomy. For the multilatera development banks and the IMF, the central foca points

for mgjor shareholder pressure have been capita increases and quotaincreases (in the

28 There has been no shortage of reform proposals for the UN since its inception. A recent compilation
reprinting every major reform proposal laid out for the United Nations runsinto three thousand-page
volumes. Joachim Muller (ed.), Reforming the United Nations: New |nitiatives and Past Efforts. Boston:
Kluwer Law International, 1997.




case of the IMF). Since these increases are few and far between (averaging once a
decade) donors have focused on aternative mechanisms to influence change. The
principal mechanism has been replenishment of soft loan windows, which occur every
three to four years. In the case of the World Bank, the IDA tail began to wag the Bank
dog since the early 1980s. The annua budget approva process and the use of net income
have become powerful leversfor change?” In the case of both the UN and the IFls,
donors willing to commit resources but lacking in political clout (particularly the Nordics
and Japan) began using off-budget financing to influence the agendas of these

inditutions. By supplementing the ingtitution’ s budgetary resources through “trust

funds,” which have grown rapidly both in number and volume, these countries have
sought to shape indtitutiond priorities by bypassing the regular budgetary process. To the
extent that budgets reflect the priorities of an ingtitution, the growing share of off-
budgetary funds in financing adminigrative expenses changes micro incentives within
organizations. It provides a mechanism for change from below, even when change from
aboveis stymied by thelack of change in formd ingtitutional governance structures.

A second factor shaping change among 10s— in particular their relative
importance vis-a-vis each other — has been the increasing preference for punitive
indruments over incentive based insruments in internationd relaions. Bilaterdly this
has been most evident in the increasing use of sanctions as an indrument of U.S. foreign
policy in aress as disparate as trade to nuclear proliferation to drug control to human

rights despite their quite limited effectiveness?® Given the influence of the U.S. in 10s,

27 Devesh Kapur, “Global Governance and the Common Pool Problem: Insights from the World Bank’ s Net
Income,” mimeo, Department of Government, Harvard University, 1999.

28 gee for instance, Richard Haas (ed.), Economic Sanctions and American Diplomacy, Council on Foreign
Relations, 1998. Kimberly Ann Elliott and Gary Hufbauer, “ I neffectiveness of economic sanctions. Same




this shift in U.S. preferencesin favor of punitive instruments, has diffused into

multilaterd inditutions and is reflected in the choice of 10s as new agendas are placed on
the internationd system. The privileging of the WTO, arecent addition to the family of
|Os, relative to other 10s, in common issue aress illudtrates the point. Although for long
intellectua property rights was the purview of WIPO, the enforcement of the IPR regime
was placed within the WTO and not WIPO. A similar rationae has been evident in the
drive by the US and the EU to keep globa labor standardsin the WTO and not the
“toothless’ ILO. Indeed President Clinton, in pressing for aworking group on labor
gtandards within the WTO, was clear that [the working group] “should develop these
core labor standards, and then they ought to be part of every trade agreement, and
ultimatdy | would favor a system in which sanctions would come for violating any
provision of a trade agreement.”2® For similar reasons, despite the existence of the UNEP
-- an 10 explicitly created for the purposes of addressing globa environmenta concerns —
the WTO has become the preferred indtitutional vehicle for environmental standards for
the US and the EU. For smilar reasons, issues of governance, which have explicitly
palitical ramifications, are being principaly addressed through the Bretton Woods
indtitutions, which are financia ingtitutions and are enjoined by their charters to eschew
political congderationsin their lending, and not through the UN which has amore

explicit political mandate. In dl casesinditutiona choiceis guided by whether an 1O is
equipped with punitive instruments or not, rather than ingtitutional mandate and

comparative advantage per se.

song, same refrain? Economic sanctionsin the 1990's,” American Economic Review, Papers and
proceedings, v. 89 (2), May 1999, pp. 403-8 ; Robert Pape, “Why economic sanctions do not work,”
International Security, v. 22, 1997, pp. 90-136.

29 |nterview with President Clinton, Seattle-Post I ntelligencer, November 30, 1999, emphasis added.



A third factor influencing the content of change in 1Os has been the growing
importance of disasters and crises in driving change. Crises influence the content of
change in 10s by increasing the discount rate of the principas of the IOs. Asaresult
those 10s whose goals are geared to emergency response (such as UNHCR) are
becoming more privileged while others are changing their programmatic focus to short-
term emergency responses. In the case of the United Nations, the size of its peacekeeping
budget reative to its regular budget has tripled over the last decade -- from around a
quarter in the late 1980s to more than three-fourths in the late 1990s.*° Over two decades,
the World Food Programme (WFP)’ s resources devoted to emergenciesincreased from
lessthan afifth in 1977 to 85 percent in 1997. While earlier, three-fourths of the
resources devoted to emergencies were aresponse to physical disasters (such as
droughts), two decades later three-fourths of the resources were devoted to * man-made’
disasters. In the process WFP was transformed from a devel opment organi zation focused
on creating long-term assets (and the largest UN agency in resource transfers) to a

humanitarian response agency.>! The resuiting change in the time horizons of I0s are

short- changing long-term programs.

Conseguences of Change

Thereislittle doubt that both the UN and the Bretton Woods Ingtitutions are

under much greater pressure to change than in the past. Many 10s are caught between a

30 Ruben Mendez, “Peace asa Global Public Good,” in Inge Kaul et. al. Global Public Goods, New Y ork:
Oxford University Press, 1999, p. 402.

31 Raymond Hopkins, “ Complex Emergencies, Peacekeeping and the World Food Programme,”
International Peacekeeping, Winter 1998, pp 71-91.




rock and hard place. They can either agree to the changes demanded by the mgjor powers
but in the process undermine their independence or, dternatively, maintain their agency

but risk being margindized. For the UN that marginaization was evident in Kosovo

where the US and West Europe relied on NATO rather than face a possible veto in the
Security Council. Globa economic issues have adso been largely negotiated outside the
UN, especidly in the framework of the "Group of Seven' and, to alesser degree, in the
BIS, IMF, the WTO, and the OECD.

In part thisis an inevitable consequence of a unipolar world where problems akin
to those of monopoaliesin other economic and political settings are bound to arise. The
earlier bipolar world had many problems, but it did have some of the benefits of
competition. If the cold war made change difficult, with each camp often seeing change
only too frequently as a zero sum game, now changeisonly possibleif it proceedsin
particular directions. But differencesin ingtitutional governance structures — ranging from
patterns of representation, funding and veto points — mean that change in particular
directionsis more likely to occur in some indtitutiona settings than others. Consequently,
some ingdtitutions get privileged over othersin the expansion of mandates and resources.
Indl these ingtances, the ex post inditutiond choice is clearly one where membership is
restricted or influence is skewed in a particular direction, despite the existence of
dternative indtitutiona dternatives ex ante.

Thetrgectory of changein 10sisresulting in a"corner solution.” Those
internationd indtitutions that are rdaivey financaly autonomous or are equipped with
rule-enforcement powers (such as conditionalities, force or sanctions), are changing by

expanding the scope of their activities. In opting for a"full menu” gpproach to their
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misson — which means catering to the needs of nearly 200 member states — these 10s are
adopting an gpproach akin to the U.S. Department of Defense’ s practice of spreading
defense contracts across states to maximize congressiond support. The practiceis
designed to ensure that all members are kept reasonably happy. Since member states are
increasingly susceptible to pressures from civil society (or in any case useit asan

excuse), the expansive agendas dso increasingly cater to “ stakeholder” concerns,
athough much of thisis*“fed good” rhetoric and programs. On the other hand,
internationd inditutions that are financidly more directly dependent on their members

are moving to reduce the scope of thelr activities -- hoping that a narrower focuswill help
them retain support from a core clientde. Asaresult of these changes the variance in the
sze digribution of internationd organizationsiis likely to increase with afew large,

broadly focused and financidly autonomous organizations with rule-enforcement
capabilities and alarge cluster of 10s dependent on public funding with a narrower reach

and scope.



A Research Agenda

|Os are critica components of the indtitutional architecture of globa governance.
Consequently understanding their behavior isimportant, in particular the degree to which
|Os are wanting in their cgpacity to change in amanner that has positive consegquences
for globa wdfare. In trying to understand the trgjectory of change of 10s, this paper
examines some causal mechanisms which point to alarger research agenda to understand
the why, when and how of 10 behavior. Four avenues seem particularly promising:

1. Thetheoreticd tenson between the inter national institutional and the or ganizational

characterigtics of 10s The literature in politicad science that examines 10s has

focused largely on the former.3? Oneimplication of this scholarship is that the high
transaction costs accompanying the formation of internationa inditutions lead
internationd ingtitutions to be inherently sticky. Were this not the case, the
suboptimality of most internationa bargaining outcomes (of which internationa
ingtitutions are the product), would encourage governments to perennidly negotiate
and renegotiate agreements underpinning internationa indtitutions. However, from
the perspective of the literature on organizationd behavior, |0s qua organizations
have to change if they are to thrive. The two perspectives lead to contrary conclusons
about 10s. from one perspective |Os cannot but stand till, and the other that 10s
cannot but change. How are the internationd ingtitutional aspects of 10s constrained
by the redlity that they are organizations and how are their organizational aspects

affected by the redlity that they are internationd ingtitutions?
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2. Governance structures and 10 behavior. Patterns of representation, delegation and

decisorntmeaking, vary across 10s We do not have a systematic theoretica or
empiricad understanding of why thismay be the case and what are its consequences.

3. Competition and 10 behavior. Most 10s face comptition, be it from other 10s, from

the private sector, or from INGOs. The increase in regiondism isleading to
competition between regiond and globd bodies. In development projects, borrowers
have some choice between aregiona development bank and the World Bank. In trade
disputes, countries can engage in forum-shopping — for instance Canada, Mexico and
the US can chose between NAFTA and the WTO dispute settlement mechanismsin
cases of trade dispute resolution.®® To forestall competition to the IMF, the US
opposed the creation of the Asian Monetary Fund. Whenis competition a choice
variable? What features of competition — the source of comptition, the structure of
the“market” -- shape what aspects of 10 behavior?

4. Fnancid gtructure and 10 behavior. The paper suggests variancein 10 behavior can

be explained by differencesin thair financid structures. In particular, it damsthat
agency and growth of 10s are afunction of ther rdaive financid dependence on
their principas and the digtribution of financid risks that arise as a result of their

operations.

32 For arecent notable exception see Michael Barnett and Martha Finnemore, “ The Politics, Power and
Pathol ogies of International Organizations,” International Organization, Autumn 1999, Vol. 53 (4), pp.
699-732.

33 Marc Busch, "Overlapping I nstitutions and Global Commerce: The Calculus of Forum Shopping for
Dispute Settlement in Canada-U.S. Trade." Paper Presented at the 1999 Annual Meeting of the
International Studies Association, Washington, DC.



