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Abstract. Powerful states often accept unanimity voting on accedsionternational in-
stitutions, even though this enables weak states to blatkmaerful states into providing
costly side payments. Whereas the literature attributesctioice mainly to efforts to bol-
ster the legitimacy of international institutions, we dersinate that the choice of unanimity
also has a strategic component. We formally show that unausraccession rules can profit
powerful states by creating uncertainty as to the minimallef reform that enables ac-
cession. If accession is valuable enough and the membearahgidate is uncertain about
the resolve of weak states, it plays safe by implementingittoab reforms that improve
the efficacy of the international institution. In this caadegitimacy-efficacy trade-off does
not exist: the unanimity rule enhances legitimacy whilewlhg powerful states to induce
significant reforms by applicants to the benefit of currentbers.

*We thank Terry Chapman, Mareike Kleine, Tonya Putnam, BitawiSlantchev, two anonymous reviewers,
and a seminar audience at IMT Lucca for helpful comments.



1 Introduction

If you have the guts, you can use the veto with great effecti’'véogot every-
body by their balls,

International institutions have become an integral padialbal governance. Rather than
acting unilaterally or forcing compliance by weak statesgrepowerful states such as the
United States have voluntarily accepted and even promagitutional constraints by del-
egating decision-making powers to international insting, allowing weak states to influ-
ence policy outcomes through the formal decision-makirecgss. The degree to which
powerful states can use international institutions efffett to shape policies in their favor
thus crucially depends on institutional design featureshss the distribution of votes and
institutionalized voting rules.

A patrticularly consequential, but poorly understood, éssuthe design of international
institutions is the accession rule. The accession rule enfral importance because en-
largement decisions will shape cooperation in the long nurshifting bargaining power
and changing distributional considerations of current inenstates. For example, the Eu-
ropean Union (EU) Eastern enlargement left a permanentimtnpn the distribution of
benefits and costs within the EU while China’s accessiondad/ibrld Trade Organization
(WTO) changed the core bargaining dynamics of the multihtizade regime. One key
problem in the design of such rules is that the nature of éuaatessions underlies great
uncertainty, so states cannot easily tailor contingenesgion rules for every conceivable
situation. When the General Agreement on Tariffs and Tr&I&ST{) was negotiated in
1948, for example, Western democracies could hardly predib any accuracy whether
any given developing country would apply for membershipghmnear future.

Perhaps the most common, though not universal, accessierisrunanimity voting,
whereby every current member of an international instituttan veto accessions. This
rule is, for example, used by the EU, North Atlantic Treatg@&nrization (NATO), and the
GATT/WTO. One obvious benefit of giving weak members someasay accession is to
increase the legitimacy of the institution and alleviatacarns regarding institutionalized
exploitation of the weak by the strong. By giving weak statesie say over international
cooperation, powerful states can enhance weak statesigvikss to participate voluntarily
and they can avoid costly coercion. The need to secure \aiplarticipation provides a
potential explanation for why powerful states often coreland even embrace, unanimous
or consensual decision rules for international instingi®

*Quote from an EU ambassador about bargaining in the Eurapeancil (Tallberg, 2008, 695).

2\We follow Stone (2008, 2010) and Ikenberry (2000) in defirigjtimacy in terms of voluntary partici-
pation constraint. Whereas we do not intend to downplay riffgortance of other dimensions of legitimacy,
such as fair procedures, fair substantive outcomes, taa@spy, or popular consent (Buchanan and Keohane,
2004), the use of unanimous and consensus voting in intenatinstitutions has usually been discussed as
an attempt to improve legitimacy on the participation disien (Woods, 1999; Ikenberry, 2000; Stone, 2008,
2010). Stone (2010, 19), for example, argues that “(...) kngtates must receive a share of formal power
that is out of proportion to their resources.” To be sure, @l 999) has raised valid concerns about whether
these strategies might have a detrimental effect on leg@ynibecause it encourages a shift of decision-making
to informal forums and excludes members who are not partefctire group of powerful states. To solve
this problem, Stone (2008, 2010) incorporates informalegoance into his concept of legitimacy, so that for-



But the unanimity rule can come at a great cost. In Decemb@4,1he Greek gov-
ernment opportunistically blackmailed billions of eurssm powerful EU members by
threatening to prevent the accession of Spain and Portddielh@lson and East, 1987).
This costly side payment was mainly funded by large memlagesithat were already net
contributors to the budget and firmly believed that the agioasof Spain and Portugal was
vital to prevent them from backtracking to autocracy. Sidgmpents were too costly when
Georgia threatened to veto Russia’s WTO accession in 20R6ssia had negotiated for
twelve years and concluded bilateral negotiations witrodler member states, including
the United States and the EU, so Georgia was alone blockresaion. Although the pow-
erful states could have coerced Georgia to allow accestien,deemed this strategy too
costly? By August 2008, Russia and Georgia were in war. After the Weme Minister
Putin announced that Russia would abandon the reforms itrtzate during the accession
negotiations since “we don't see or feel advantages fronmtembership, if they exist at
all, but we are carrying the burdeh."Consequently, Russia reversed many of the essen-
tial economic reforms that had been implemented in prejoarédr WTO membership and
even formed a customs union with Kazakhstan and Befarus.

In the first case, a weak state used unanimity voting oversaaoe to extract side pay-
ments from powerful member states. In the second case, asta&@kprevented accession
against the interests of powerful member states. Thus, dwsedul state leads the efforts
to create an international institution, it may face a traffe-On one hand, unanimity vot-
ing over accession may entice weak states to join the itistitin the first place. On the
other hand, unanimity voting may render the powerful stat@erable to blackmail that
would not be possible if accession rules reflected the adis#&ibution of power. Thus,
from the perspective of the powerful state, the legitimaegddits of unanimity voting are
accompanied by a loss of efficacy: the unanimity rules mayaedhe ability of the interna-
tional institution to maximize the benefits that powerfaltes obtain from future accession
rounds’

We address this trade-off by formally investigating thetggic logic of unanimous ac-
cession rules. First, in line with the existing literatuoey equilibrium analysis shows that
in many circumstances, the trade-off between legitimaay efficacy is indeed central to
the bargain over the accession rule. If a powerful statebedi that future accession candi-
dates are of strategic importance, it will only allow unaitynmule if weak states refuse to
join unless they can expect some say over future accessusiates. Second, we show that
under certain (common) conditiotise powerful state benefits from unanimity voting over

mal and informal decision-making processes underly the volunpamwficipation constraint. When we refer to
unanimous voting rules as enhancing legitimacy, we ackedgé the necessary condition of informal power
restraint.

3BBC NewsNovember 21, 2006: “Georgia Threatens Russia WTO Veto.”

“In part, this was due to Russia’s limited success in econtib®calization.

SNew York Timedugust 25, 2008: “Putin Casts Doubt on Russia’s WTO Accessio

SWall Street Journallune 10, 2009: “Russia Changes Its WTO Strategy.”

"In line with the rational design of international institutis literature, we define efficacy in terms of the
goals of the designers of the international institution rgfoenos, Lipson, and Snidal, 2001). In this view,
states use international institutions to further their ayoals, and they design these institutions accordingly.
International rules are “incentive compatible” such thagrahe long run states expect to gain by participating
in this institution.



accession decisiorand the trade-off between legitimacy and efficacy disagpe@pecif-
ically, unanimity makes accession dependent on the appofwal member states. The
powerful state can therefore credibly commit to rejecting mmembership application un-
less it obtains enough gains from accession to outweighdsieot giving side payments to
the other members in return for their approval. If the caatdids uncertain about the resolve
of weak states, it plays safe by implementing ambitiousrre$othat improve the efficacy
of the international institution. In other words, unaniyrtiénds to increase the equilibrium
level of reform accepted by the candidate states. To theeddbat these reforms benefit the
powerful state, the unanimity rule thus may produce a higikpected payoff than alternate
voting schemes, such as weighted voting, for all membernseirternational institution.

The paper therefore characterizes the consequences amityavoting over accession.
While previous scholarship has correctly emphasizedetiigmacy valueof unanimity vot-
ing, we are not aware of any systematic study ofsinategic logicof unanimity voting over
accession decisions. We show that, contrary to commonfpetianimity voting may ben-
efit powerful states by inducing candidates to implemergrmsive reforms that improve the
effectiveness of future cooperation. On one hand, thesefitewffer a rationalist insight
into the design of accession rules: if powerful states guatie future accession rounds, they
may expect benefits from applying the unanimity rule. On theiohand, our characteriza-
tion of the effects of unanimity voting applies even if thégoral decision over accession
rules was motivated by other factors as well. Thus, theeggratiogic applies to accession
negotiations, and the resulting reforms, regardless of tlibyoting rules were originally
designed in a given fashion.

2 Motivation

This section motivates our question of why powerful statgea to implement unanimous
accession rules in many international institutions. WensHtwat while the literature cor-
rectly recognizes the legitimacy benefits of unanimity sulé neglects the strategic value
of unanimous accession rules for powerful states. Speltyfieee discuss (i) why giving
up power over the accession decision is costly to poweréiest (i) why such costs are
most likely to occur in international institutions dealingth distributional issues, and (iii)
why assumptions regarding exit options of weak states irexisting literature have led to
an overemphasis of legitimacy requirements in instititiatesign.

The accession rule has important implications for the iistion of benefits and costs
within an international institution. The effect of accessrules on members’ payoffs de-
pends on the functions of the international institutionaous. Whereas many international
institutions focus on a narrow range of relatively uncomdrsial issues, such as research
coordination or cultural exchange, other internationatitations aralistributional as their
decisions carry important allocative consequences. Famele, the WTO can issue bind-
ing rulings on trade policy while NATO requires contribut®for collective security and
peacekeeping. Accession of new states to such an institcaio shift the balance of benefits
and costs of member states and thereby affect the coopegatimff to powerful state®.

8Some institutions, such as the International Seabed Aityhor the International Organization for the
Prohibition of Chemical Weapons, allow accession by simgtification of a treaty; others, such as the African



The potential costs of giving up decision-making power aber accession of further
member states are readily illustrated by the Mediterramedargement of the EU, already
discussed in the introduction. Although Greece first sgiatdly threatened to prevent ac-
cession, afew years later it reversed course by colluditiy 8pain and Portugal to overhaul
the system of income transfers between member states (bhikavi991, 1998). Before
the Mediterranean enlargement, redistribution had mdiehefited the powerful states, as
France and Germany captured a large proportion of the EUdtutdigough the Common
Agricultural Policies. However, the Mediterranean caatitchanged the ratio of funds allo-
cated to the Common Agricultural Policies to Cohesion Rediclramatically to their favor.
Along similar lines, in 2001 Mexico delayed China’s accesdib the WTO by over a year
although both the United States and the EU had already ghainfull support of Chinese
membership by concluding their bilateral accession nagotis. Mexico tried to change
China’s attitude toward Mexico’s request for a transitigreriod for the anti-dumping rules
it had imposed against Chinese products that were all lllegder WTO law (Kraft, 2007).
Mexico’s bargaining tactics therefore delayed the opemh¢he Chinese markets to its
main trading partners.

If powerful states may expect heavy losses from unanimitinge as these cases illus-
trate, why do they accept unanimity voting? It is easy to sbg majority voting is often
not a credible alternative, as it may leave powerful statéserable to large coalitions of
weak states. However, why not simply adopt a weighted ntgjaule, as was done in the
Bretton Woods institutions? To explain this conundrum,o$ats have argued that weak
states need institutional safeguards against explaitgt@noley and Spruyt, 2009; lken-
berry, 2000; Lake, 2009; Rector, 2009; Stone, 2008, 201fafa, 1980). If a powerful
state proposes international institutionalization withgiving a weak state any say over
future accessions, the weak state might be unwilling ta@pate in the institution. After
all, future accessions may prove particularly harmful tonbers that are already weak, as
powerful states can play weak states against each otherstobdtional gain. To create a
notion of legitimacy for less powerful states, and therefuce broad participation, “(...)
institutions have to be designed in such a way that all of threimbers benefit from par-
ticipating, if not in every instance, at least in expectati¢Stone, 2008, 593). “The most
straightforward way to ensure that all states have a voickedaisions is to enforce a rule of
unanimity” (Woods, 1999, 50).

Although legitimacy and safeguards are important to erpl@ianimous accession rules,
an explanation that is purely based on legitimacy argungagsan important limitation: it
depends on the assumption that weak states have credibtgggns. Do developing coun-
tries really have credible alternatives to joining the ntatitral trade regime and regional
trade agreements? Can transitional democracies in Soutihdtastern Europe really af-
ford to eschew European enlargement? Can the small neglobdtussia really credibly
defend their borders and interests against Russia witbouhg NATO? If powerful states
understand that weak states are desperate to join an mberaanstitution, they might be
tempted to abandon unanimity voting, especially in regaydsich integral decisions as ac-

Union, require majority support; yet others, such as thertrettional Monetary Fund (IMF) and the World Bank,
require a supermajority; NATO, EU, WTO, Mercosur, ASEAN,dean Community, and Western European
Union (WEU) exemplify the unanimity rule.

®However, see also FN 2 on the adverse effects of the unanimiéyon legitimacy.



cession. Thus, there are good reasons to believe thatughhmportant, legitimacy is only
a part of the puzzle. In the following, we formally derive sastgic logic of unanimous
accession rules that complements the logic of legitimacy.

3 Main Assumptions

Our theory is built on three main premises. First, the widgrif an international insti-
tution is potentially beneficial for current members. Anabtenembership candidate can
productively participate in international cooperatioo,csirrent members prefer to admit it
as a member. Benefits for current members are greatest ifeh#ership candidate imple-
ments various political and econormaforms defined as (partially) irreversible adjustments
that increase the potential gains from cooperation to otimeembers upon accession. For
example, reforms may contain trade liberalization or pirzadion, as well as effective envi-
ronmental regulations or a program against corruption. é)aet nature of reform will de-
pend on the characteristics of the issue area. This notwrdely accepted in the literature.
As international cooperation theorists emphasize, theagf§i of an international institution
depends on the ability of the member states to credibly caamutually profitable poli-
cies (Alesina, Angeloni, and Etro, 2005; Downs, Rocke, aatsBom, 1998). Conversely,
if the current members admit candidates that free ride drutidecision making, the value
of cooperation declines. Accordingly, the EU only accep® members if they meet the
1993 Copenhagen criteria that prescribe intensive dertipatian and transition towards
a market economy, the WTO imposes trade liberalizationirements for accession, and
NATO requires that new entrants improve military performeuand institutionalize civilian
oversight and control.

Second, accession is highly valuable to the membershipidatied This assumption
builds on the notion that candidates self-select into thel pb applicant states because
they expect to gain from membership. As Mattli and PIUm@280Q) argue, for example,
membership applications to international institutionpeated on the value of membership
to influential domestic groups in outsider states. We caretbee assume that states that
applied for membership value membership more than stag¢slithnot apply for member-
ship. Candidate states prefer being inside to being outs@@ternational institution.

Third, membership candidates are uncertain about the pildpahat weak states are
willing to accept their accession. Whereas candidatesllysave information about the
preferences of the powerful states in an internationaitingins, it is often hard to gather
reliable information about the preferences of weak memiages, particularly if the orga-
nization has many members. Such uncertainty can be thotdigist the probability that a
given weak state expects a very high cost from accessioreimlisence of extensive re-
forms. Thus, uncertainty pertains to the upper bound of doession cost to weak states
in the current membership. For example, the Eastern emageof NATO was highly
contested even after the United States had successfulllissied a principle commitment
to expansion. According to Schimmelfennig (1999), the entrmembers had conflicting
preferences, which induced great uncertainty among thdidates about the minimum
required reforms for accession.



4 TheModd

In the model, gowerful stateand aweak statdorm an international institution, anticipating
that acandidatewill submit a membership applicatidf. The powerful state is dominant
and it begins the game by offering an accession rule to th& stase. The accession rule is
either unilateral (such as weighted voting) or bilaterat{sas unanimity voting). Under the
unilateral accession rulethe powerful state unilaterally decides over enlargemeimider

the bilateral accession rulethe weak state can formally block accession. We assume that
the weak state can reject the offer, so that no internatimséitution is formed. This goes
back to the notion that powerful states want to maximizedgé@imacy of newly formed in-
ternational institutions? In this case, the payoff to each state is, without loss of Gditg
normalized to zero. If the international institution isdoed, both countries immediately
obtain payoffsV,uer fut, Vweak > 0. These payoffs can be thought of as the value of coop-
eration prior to any future accessions, as compared totaraleoutside options. All model
notation is summarized in Table 1.

Symbol Interpretation
Vpower fuls Viweak Instantaneous payoffs from forming an international tngtin.
p Probability of “strategic times” (powerful state unintsted in reform).
0 Reform by candidate.
c(0) Cost of reform to candidate.
A(0) Equilibrium probability of successful accession giveroret.

B Accession benefits to candidate.

t Side payment from powerful to weak state.

Y Accession payoff to the powerful state in “strategic tirhes.
0—1 Accession payoff to the powerful state in “ordinary times.”
0—X Accession payoff to the weak stat& (s subject to uncertainty).

X Highest possible accession cost to weak state.

Table 1: Model Notation.

We use three simplifying assumptions to ease modeling.t, Bire powerful state can
set the agenda for negotiations. This assumption is qualestie, because we assume that
only the powerful state is capable of leading cooperatidorest It is not necessary for the
results, however, as the key bargaining dynamics wouldyajmplmany other bargaining
protocols, such as Rubinstein repeated offers or the NagfaBéng Solution. Second, the
distribution of gains, future accessions notwithstandiagxogenous. This assumption is

100ur discussion is based on the assumption that any stateeadadsified apowerfulor weak We define a
powerful state as a state capable of leading cooperativet®fh a given setting, such as Germany or France in
Europe or the United States in the world. By a weak state, feg te a state that does not have the capabilities
to lead cooperative efforts, such as Greece in Europe ordaanaNorth America. Thus, powerful states hold
the initiative while weak states are only in the positiondadt. Variations in capabilities can, for example, arise
from differences in economic wealth or military power. Thigary classification is perhaps simplistic, but it
is commonly used and useful because we are interested in arieehow large power asymmetries produce
asymmetric decision rules (Drezner, 2007; Lake, 2009; &2e2009; Stone, 2008).

"The results remain the same if weak states do not have the pppeevent the formation of an international
institution.



not necessary for the results, as one may imagine that thEfeay,,..cr fui, Viear, include
all side payments and issue linkages that are commonly nsaternational negotiations.
Third, the accession rule is not malleable over time, so tiatinternational institution
cannot easily adapt it to changing circumstances. Thisngson is empirically realistic,
as voting rights usually change slowly or not at all over tinhMdost importantly, we are
not aware of any case in which the international instituttblanged accession rules from
unanimity to majority voting-2

The decision rule is chosen under uncertainty about the sfalhe worldw. Itis strategic
timesa with probability p andordinary timess with the complementary probability— p.
The state of the world is simultaneously revealed to all@aynly after the powerful state
has chosen the decision rule. In strategic times, the pohatete has an overriding strategic
interest in accession. In ordinary times, the powerfulestatfers accession if and only
if the member candidate has undergone political and ecanosforms. This distinction
captures the notion that if a country is strategically int@or, it need not reform.

After the state of the world has been revealed, the candsklexts a level of reform
0 € [0,00].1 We assume the candidate has no intrinsic interest in refdrhre cost of
reform isc(6), wherec is an increasing and strictly convex function for which theda
conditions hold. This assumption is innocuous. If the cdatdi benefits from reform,
one can say that the candidate has already chosen the izatipsdeal level of reform
normalized to zero. The expected payoff to the membersimgdidate is

Ucand = /\(9) B — 6(9)7 (l)

whereX = \(0) is the probability of successful accession given reférand B > 0 is the
net payoff from accession relative status quo

After the candidate has chosen a level of reform, it autaralyi submits a membership
application. The powerful state reviews the membershigiegtpn and decides whether
to support it or not. If the powerful state does not supportriership, there is no ac-
cession and the game ends. Under the unilateral rule, the gésu ends if the powerful
state supports accession, so that the candidate joinstédreational institution. Under the
bilateral rule, the powerful state offers a side paymesat (—oo, c0) to the weak state in
exchange for supporting the membership application. Foeigdity, the side payment can
be negative, so that the powerful state could demand cdoosssom the weak state. The
weak state accepts or rejects the offer. If it accepts, ammesakes place and the weak
state receives the side payment. If it rejects, accessies dot take place and the weak
state does not receive the side payment. In strategic tiimepayoff from accession to the
powerful state i¥”, whereY  is so high that the powerful state prefers accession evédmein t
absence of any reform and is willing to pay a side paymentdarseaccession. In ordinary
times, the payoff from accession to the powerful stat¢ is1, so that the powerful state
prefers to maximize reform but is willing to support acceesas long ag > 1.

Regardless of the state of the world, the payoff from acoedsi the weak state &— X,
so X is the lowest level of reform that is acceptable to the weakest SubstantivelyX

12The current members need not even credibly comnsutistantiveiccession criteria in advance.
BEven if the reform space is multidimensional or the inteipratl institution has multiple members, the
result holds as long as the benefits of reform for the most dfoh&tates are substantial enough.



is interpreted as the cost of accessisithout reform to the weak state. It could follow
from economic competition, but also from political anirriees or hostile public opinion. It

need not directly relate to reform, as long as sufficientrra&¥ can potentially outweigh

the costX. Thus, the weak state is only willing to support accessiarhghat the reform

benefits exceed the costs> X.

We consider two possible information structures. Firsgancomplete informationthe
value of X is known to all playerex ante Second, undeincomplete informationthe
value of X is drawn from a commonly known uniform probability distrtmn on [0, X7,
whereX > 1.14 Itis only revealed to the powerful and weak state. Impolyattie notion
of uncertainty pertains to the upper bound of the accessishto the weak state. AX
increases, uncertainty increases in the sense that thesamteosts may be even higher
than previously, while the lower bound zero remains unchdndVe model uncertainty in
this specific sense so as to focus attention on the consezgiehincomplete information
regarding the willingness of the weak state to reject anssior applicatiort®

If there is a side paymeri it is subtracted from the payoff of the powerful state and
added to the payoff of the weak state. For tractability, wét athinefficiencies associated
with side payments, but all qualitative results hold evehéie is a transaction costt that
the powerful state must incur for a side payment. Ret 1 if the bilateral rule is used and
R = 0 if the unilateral rule is used. Combining these elements ptiyoff to the powerful
state is zero without accession and otherwise

f—1-R-t |w=« @
Upower ful =
powerful Y-R-t |w=2p

The payoff to the weak state is zero without accession arehotbe
Upeak =0 — X + R - 1. 3

5 Equilibrium Analysis

Since our game includes incomplete information, our sofutioncept is the perfect Bayesian
equilibrium® We solve the game as follows. First, we find the expected f@yof the
two states under the two rules. Second, we solve for the apticcept-reject rule of the
weak state. Finally, we find the optimal offer for the powésdiate. The game has a unique
equilibrium.

¥In the appendix we demonstrate that all results continueotd hnder additional uncertainty over the
powerful state’s preferences.

SWe could also allow the accession césto obtain negative values, so that simply increasing thianae
of X would capture uncertainty, but this extension is both texdily complicated and substantively uninter-
esting.

®While we use the perfect Bayesian equilibrium, note that eedmot specify how beliefs are updated in
the game. First, the powerful state must offer the accessierbased on prior information. Second, the weak
state accepts or rejects based on prior information. Thiel membership candidate must decide on reform
based on prior information. Finally, both the powerful ahd tveak state learn the “type” of the weak state
before accepting or rejecting the application.



5.1 Unilateral Rule

Under the unilateral rule, the powerful state accepts a neeshiip application if and only

if the payoff exceeds zero. In strategic times, the powesfate always accepts to obtain
a payoff of Y. If the state of the world is ordinary, the powerful stateegats if and only

if 8 —1 > 0. The membership candidate conditions reform on the statieeotvorld. If

it is strategic, the candidate understands that it can aceétiout any reform at all, so it
selects¥ = 0. If it is ordinary, the candidate must choo%e= 1 to gain accession. Thus,
the candidate reform& = 1 if and only if the net value from accession exceeds the cost of
reform, B > ¢(1).

In equilibrium, the expected payoff to the powerful statsiisply p- Y. In strategic times,
the powerful state captures all of the surplus because tlad state cannot intervene. In
ordinary times, the membership candidate chooses the miiioteptable reform, leaving
the powerful state exactly indifferent between accessi@hthe outside option. Consistent
with previous research, the unilateral rule is optimal Far powerful state in strategic times
and ineffective in ordinary times.

5.2 TheBilateral Rule

Under the bilateral rule, the powerful state only securegssion if it can profitably offer a
side payment to the weak state. If the state of the worldagesiic, the value of accession to
the powerful state i%". The value to the weak statels- X, so the minimal side payment
that the powerful state must offeris= X — 6.17 The total payoff to the powerful state is
thereforeY — X + 4. With Y high enough, this payoff is strictly positive, so the powérf
state does secure accession, but at a higher cost than tedanitateral rule. In ordinary
times, the value to the powerful statefis- 1 and the value to the weak statedis- X. The
side payment that the powerful state must offet is X — 6, so the value of accession
to the powerful state i2¢ — 1 — X. This payoff is negative only if is low enough, so
accession succeeds if and only i %

Reform Under Complete Informatiobdnder complete information, the candidate knows
the preferences of the powerful and the weak state. In gicatines, the payoff to the
powerful state iy’ — X + 6. With Y large enough, the candidate selegéts= 0. The
equilibrium payoff to the powerful state I — X and the equilibrium payoff to the weak
state isX. In ordinary times, the value of accession to the powerfatiesis20 — 1 — X, as
shown in the previous paragraph, so the candidate séleet$5X if B — c(15X) > 0 and
6 = 0 otherwise.

Reform Under Incomplete InformationUnder incomplete information, the candidate
does not know what the true preferences of the weak stateBgrencreasing reform, the
candidate can increase the probability of accession, saahdidate’s choice of reform
must satisfy

X(6)-B=¢ () @)

unless\(6) = 0. Accession is possible if and only if the joint surplus betwéhe powerful

"The weak state cannot obtain a higher payoff because therpdwtate has agenda setting power.
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Figure 1: The probability of successful accesshoams a function of refornd

and the weak state is not negative, so tttat- 1 > X. Accession succeeds if and only if
X € [0,26 — 1]. The probability thatX € [0,26 — 1] is in turn given by

. (5)
<40
This accession probability is graphically representedlgmi'e 1.

If c( ) is high enough, it is optimal for the candidate not to refotrall Otherwise the
candidate chooses the level of refofroptimally in 3, 1+X] We can write (4) as

B
2— >J(0),
< =<0

(6)
where the inequality is strict if and only #f = % The left side represents the benefit

of increasing the probability of accession ﬁywhile the right side represents the cost. For

10
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Figure 2: The length of each thick line measures equilibrreform for the corresponding
parameter values. If the benefits of accession are Bighn increase in uncertainty about
the necessary level of reformt,” > X, results in higher equilibrium reform. If the benefits
of accession are low8*, this increase results in lower equilibrium reform.

the candidate, the optimal reform is thus increasing in #melits of accessioB. On the
other hand, the optimal reform increases withf and only if X is so low that accession is
certain. Figure 2 illustrates this relationship.

5.3 Bargaining

For the weak state, the accept-reject rule should maxinhigeexpected payoff from the
game. Since the bilateral rule guarantees at least a payQff, > 0, the weak state
accepts it. The unilateral rule produces a zero payoff imarg times and a payoff X in
strategic times. The expected payoff from the internatiorsitution is—p - % ~+ Viveak, SO
the weak state accepts if and onlWifcqr > p%. The powerful state secures a paypff
Y + Viower pur Under the unilateral rule. Unless the candidate selectsreéorm, the payoff
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under the bilateral rule is- (Y — X +6) + (1 — p) E (max{0,20 — 1 — X }) + Viower ful-
The powerful state selects the accession rule, anticgpdtie weak state’'s accept-reject
decision, to maximize its expected payoff from the game.

This analysis shows that, while the weak state unambigyaqursifers the bilateral rule,
the powerful state’s preferences are indeterminate. Orhand, the unilateral rule allows
full discretion in strategic times. On the other hand, tHatbral rule may increase reform.
In the following section, we fully characterize the deaisio

6 Theoretical Results

The formal analysis has implications for the influence ofrimemus accession rules on the
efficacy of international institutions after enlargemearid therefore the strategic logic of
the design of accession rules. We begin by presenting théses the design of accession
rules. We find that unanimity voting introduces uncertaialyut the required level of re-

form which induces candidate states to choose higher lefetsorms than under certainty.

Since all current member states will gain from higher lewdlsform, this provides a new

strategic rationale for unanimity voting.

Before we begin, note that it is difficult to assess or testigogtly which factors (i.e.
legitimacy or expected future gains) states considereisgltine bargaining process. Public
statements have their limitations because the literature/s that states often use conflict-
ing rhetoric during secret meetings and public announcé&n@tasavage, 2004). While
we cannot provide direct empirical evidence that statesidered the effect of unanimous
accession rules on the applicant’s reform efforts, ourrgtezal results imply that if states
design international institutions rationally, they wouatthsider this effect (Koremenos, Lip-
son, and Snidal, 2001). In other words, if we can show thaexamty introduced by the
unanimity rule increases the level of reform that the caadictate is willing to implement
— a relationship that is actually testable — then this presidome indirect evidence that
current members (including the powerful states) at the leagt gain from the unanimity
rule. Thus, we are able to provide a new strategic ratioralerianimous accession rules.

After characterizing the equilibrium design of accessioles, we will present the the-
oretical propositions about the influence of uncertaintytlom expected level of reform,
provide some empirical illustration using the EU Eastertagement as a case, and dis-
cuss how this relationship could be tested on a more gerexell |

6.1 TheDesign of Accession Rules

How does unanimity voting over accession influence the gagdhe powerful state? We
find that under complete information, the unilateral rul®jgimal for the powerful state
unless the weak state must be bribed to join the interndtins@tution. However, the bilat-
eral rule is optimal for the powerful state under incomplatermation if the probabilityp
of strategic accession is low enough, regardless of the wit@él's preferences. The proba-
bility of a bilateral rule increases with the benefits of rafido the candidate, but the effect
of increasing uncertainty about the preferences of the Wtk is not monotonic.
Consider complete information and recall that the net cbsising the bilateral rule in
strategic times isX. The candidate never reforms because it understands thpoterful
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state will offer a side payment to the weak state. In ordiniangs, the candidate selects the
level of reform that leaves the powerful state exactly ifedént to accession, regardless of
the decision rule, so the decision rule has no effect on tiefparhe net cost of using the
bilateral rule under complete informationgs X . Thus, the powerful state only selects the
bilateral rule ifVyeqr < —p5-

Proposition 1. Under complete information, the powerful state offers uhéateral rule
to the weak state unlesg,c.; < p=-.

Proof. In the main textli

If the powerful state can endogenously create constraitig,does the Schelling conjec-
ture fail? Since the membership candidate decides on teedéveform and side payments
are possible, constraints have no effect on the distributibsurplus. The membership
candidate understands that as long as accession is ndydtacmful to the international
institution, accession succeeds. But if the weak states bt the value of cooperation is
low relative to the outside option, the powerful state mayeht® choose the bilateral rule,
asVyear < —pX. This finding shows the importance of the weak state’s oatsftion, as
we have already argued. Considerations of legitimacy anmiahgain are indeed central,
but only if the weak state can credibly threaten to rejeerimitional cooperation otherwise.

What about incomplete information? The expected cost aigushe bilateral rule in
strategic times is nov%i — the expected value of the weak state’s preferences. Inamdi
times, the powerful state can always say “no” to reap zerplsgsir Unless the equilibrium
level of reform is zero, the probability that the weak stdt® denefits from accession is
positive. Thus, it is possible that the joint surplus fromsession20 — 1 — X, is positive.
The powerful state can leave the weak state exactly indifiteio accession to reap this sur-
plus, so the bilateral rulecreaseghe payoff to the powerful state.

Proposition 2. If the probability of strategic timeg is low enough ofVc.r < p%, the
powerful state offers the bilateral rule to the weak state.

Proof. If Vyear < p%, the weak state rejects the bilateral rule. The marginakcefif se-

lecting the bilateral rule on the powerful state’s payoﬁ'ys%ﬂl—p)-E (maz{0,20 —1 — X}).
This expression cannot be negative it low enoughll

Under incomplete information, the membership candidatetssure how much it should
reform to enable accession. If it fails to secure accesshm powerful state obtains the
payoff from the “outside option,” perhaps interpreted agkaylin accession. However, the
uninformed membership candidate could choose excessamreConsequently, the pow-
erful state produces a strictly positive joint surplus fhdten captures by compensating the
weak state for saying “yes.” If the probability of ordinamnes is high enough, the net cost
of using the bilateral rule for strategic accession is naitrelevant, so the bilateral rule is
optimal for the powerful state.

This proposition shows that under plausible conditidhgre is no legitimacy-efficacy
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trade-off A powerful state understands that, even though unaninating is costly in
strategic times, as the weak state can demand compensatiancession, the unanimous
decision will also induce the candidate to choose highel$enf reform. To the degree that
this benefits both the powerful and the weak state, there gdistobutional conflict. This
finding provides a powerful and general explanation for iméy voting in international
institutions.

6.2 Uncertainty, Reform, and Accession

In addition to several straightforward comparative sttisuch as the positive effect of
accession benefit8 on reformd, the formal model illuminated the central role of the level
of uncertainty over current member states’ preferencethigrsection, we summarize these
implications. Since they pertain to actual reform decisiamd accession terms that are
directly observable, as opposed to implicit negotiatioafgnences over accession rules,
we also offer illustrative examples from the EU Eastern Ey@ment. These examples
are useful because they show that the central dynamics ahodel were relevant for the
interactions between established EU members and vari@ession candidates in Eastern
Europe. In addition, we will discuss how a more general testccbe conducted.

Uncertainty About Necessary Reform®/hat is the effect of incomplete information
about the necessary level of reforms? The simplest way to&eathis effect is to allow
the highest possible cutoff for accession prefereldacrease. This parameter captures an
exogenous increase in the probability that the weak statlly willing to prevent acces-
sion for a given level of reform. Interestingly, we find a nammtonic relationship.

Proposition 3. Consider an international institution that uses unarnimitting. Suppose
the highest conceivable accession cost to weak current grsni®) increases. If the ben-
efits of accession to a candidatB)(are low enough, reformd] and the probability of
accession X) decrease. If the benefits of accession to a candida}eafe high enough,
equilibrium reform @) increases while the probability of accessiol lemains constant.

Proof. For low enoughB, the equilibrium probability of accessiaf¥) is less than one.
Use (6) to verify that equilibrium reformd is locally decreasing inX. For high enough
B, the equilibrium probability of accessiox(f) is one. Use (6) to verify that equilibrium
reform@ is locally increasing inX. B

If the probability of accession is uncertain to begin withgrieases inX reduce both re-
form and the probability of accession. As the marginal ¢fedaeform on the probability
of accession decreases,the cost-benefit ratio of refornsemsr Notably, this hurts the
powerful state, because it wants to maximize the equilibriaform and the probability of
accession. But if the membership candidate cannot affdlurda it responds to increased
uncertainty byincreasingthe equilibrium level of reform.

The EU Eastern enlargement negotiations nicely illustnate uncertainty about the nec-
essary level of reform induced membership candidates teimgnt radical reforms, which
benefited the current member states. Uncertainty aroselynfeam the introduction of
the Copenhagen Criteria in 1993 which requires membershigidates to provide stabil-
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ity of institutions guaranteeing democracy, the rule of,l&myman rights and respect for
and protection of minorities; a functioning market econoamg the capacity to cope with
competitive pressure and market forces within the Uniord acceptance of thacquis
communautairethe total body of EU law.

First, the scope and nature of the first two conditions westrabtt and interpreted dif-
ferently by the member states (Maniokas, 2000). EU officgtdsned “to know what was
acceptable or unacceptable when they saw it” (Jacoby, 2004lthough the Commission
led the negotiations, all member states had to agree thatrdbership candidate was ready
to begin accession negotiations. Such consensus was liifi@achieve given disagreement
and ambivalence among current member states. Secondf egerssion negotiations were
opened, the implementation of tlequis communautaireequired that all member states
agree on all 31 chapters of the commarquis'® The candidates had to ensure that the
domestic reforms they promised to the EU would be deep entmugdttisfy each individual
15 current member states. Disapproval during the negmtistabout a chapter typically
delayed the accession process tremendously which probigedcentives for candidates
to satisfy all EU members in the first round of negotiatiéhdn this situation, it did not
help that Germany and France publicly announced that theydamot be willing to uni-
laterally pay for the full burden of enlargement (by, for exae, providing side payments
necessary to coax the poor member states) but rather dechiagidem-willingness from the
application states. Consequently, membership candidat#srstood that ambitious reform
secured accession with high probability while partial refa@ould lead to failure. Knowing
that sufficient reform willingness was a key to accessiomymaembership candidates ac-
cepted demanding “shock therapy” reforms early in the gelaient process. For example,
although Germany supported Poland’s accession to the EUsuirent recipients of large
agricultural subsidies expressed grave concern abouffda ef Polish accession without
major reforms in her agricultural sect®.Poland therefore implemented radical reforms
even though they were domestically highly contentious Kinjl2001)2%

For a general test, it is important to find appropriate messstor uncertainty about the

8Currently, theacquishas over 30,000 legal acts and is an estimated 100,000 tBaBPages long.

9Slovenia’s accession negotiations provide a good illtisinaof the gravity of the problem. Economically,
Slovenia had been one of the most advanced candidate stétessnlargement procegsyfopean Commission
1997: “Opinion on Slovenia's Application.”). Already in i 1990s, the negotiations over an association
agreement stalled due to a dispute with Italy over exprogaidtalian property in the border areauropean
Stability InitiativeOctober 25, 2009: “Slovenia’s Road to the EU.”). Althougdlythad signed an international
treaty to abstain from any demands, it demanded the retutmegroperty in 1994. After Slovenia refused to
budge, Italy vetoed negotiations on the association ageaearguing that Slovenian legislation on the purchase
of land by foreigners was not in line with EU law. Finally, 8émia gave in and signed an agreement to allow
foreigners from other EU countries to buy land in Sloveniaséciation negotiations were concluded 1996.
This was over four years after the negotiations with the @6&epublic (which had applied in the same year),
and Hungary and Poland (which had applied two years befareeBia); and more than three years after
Bulgaria and Romania (which had applied a year before Slayen

2Eyropean Commissiof000: “Report on Poland”’European Agriculture24 July 1998: “Spanish Pre-
Accession Model Best for Polish Farmer€ZurActiv 30 October 2000: “Impact of Enlargement on CAP
Reform”.

Zpglish Press Agencg2 April 1998: “Poland Begins Screening Talks on Farming5P News Wirel7
September 1998: “Right Wing Wants Immediate Referendum dnAEcession”; Polish News Bulletir25
March 1998: “EU Teleconference on AgriculturePplish News Bulletir?0 March 1998: “Sejm Discusses
European Integration”.
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required level of reform. Several empirical factors coulédict uncertainty about the
preferences of weak states. First, as in the case discubsed,auncertainty could vary
across international institutions. International ingtins in which accession regulations
give much room for interpretation and power to individualmieer states should induce
much higher uncertainty. Second, uncertainty could vamiwiinternational institutions.
Candidate states should have less information about datmocountries with frequent po-
litical turmoil and public opinion hostile to accession. tiloly, this could explain why the
Southern European countries were able to extract concssfiom the EU in accession
negotiations. Third, candidate states should have lesgiration about weak states that do
not frequently interact with membership candidates. Wdei@hina probably has a good
understanding of political realities in the United Stateprobably has limited information
about the true preferences of the Mexican government. &ilpilEastern European coun-
tries more frequently interact with Austria than PortugBburth, uncertainty could vary
across candidate countries. Poor membership candidatesigher uncertainty because
they tend to cause distributional conflict for at least sommeent member states. Finally,
uncertainty could vary with characteristics of the enlargat process itself. The EU East-
ern enlargement shows that a high number of applicants cdrefuaggravate uncertainty.

Uncertainty about AccessionlVe have so far assumed that accession depends only on
reform in ordinary times. However, accession can also bemmio regardless of reform.
To capture this possibility, we modify the model so that idioary times, accession fails
with probability v regardless of the level of reforth Then the total probability of acces-
sion is simply(1 — v) - A(6). For example, negative public opinion could prevent even
the accession of an ideal membership candidate. This fonnmadrtainty unambiguously
reduces equilibrium reform.

Proposition 4. Consider an international institution that uses unawinadting. If the
probability ¢y) that accession fails for reasons unrelated to reféhnincreases, reforndj
decreases.

Proof. Replace\(#) with (1 — ) - A\(#) and lety increase. In (6), the left side decreases
while the right side remains constant for a giverso equilibrium reform must decreads.

If additional reform has little effect on the probability atcession, the membership candi-
date hesitates to pay the cost. Again, the EU Eastern enf@meprovides a nice illustra-
tion of the causal mechanism because the EU experimentbdwotdifferent approaches
to the enlargement process, both of which where designetttedse reform efforts of the
applicant states. In 1997, the Council of Luxembourg treechtensify the candidates’ re-
form efforts by beginning accession negotiations only withLuxembourg Group (Cyprus,
Hungary, Poland, Estonia, the Czech Republic, Sloveniag Helsinki Group (Romania,
Slovakia, Latvia, Lithuania, Bulgaria) had to wait. Theadeas to differentiate between
countries based on their readiness to fulfill the criterid tmincrease reform efforts by
those who were falling behind.

This strategy of differentiation slowed rather than aceér reform efforts for countries
outside the Luxembourg Group, as the differentiation apgnoraised fears that even full
reform could be insufficient (Maniokas, 2000; Glenn, 2004ttil and Plimper, 2004).
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The Copenhagen criteria stated that membership was ongjipd@sis long as the EU could
absorb new members, and the limits were unclear. Additipnalhereas the EU set a
timetable for the Luxembourg Group, it refused to announue specific dates for the
commencement of negotiations for the Helsinki Group uh#lénd of 1999.

The negative effects of differentiation led the 1999 ColuatHelsinki to abandon this
strategy. As Poul Skytte Christoffersen, a key EU negatiatod, “Leaving somebody
behind—awaiting another ‘wave’ in an uncertain futuredddake away the pressure for
reform and modernisation in the countries left on the sh@@iristoffersen, 2007, 32).
The EU decided to begin accession negotiations with theitd@lSroup in 20002> The
“second wave” was given a chance to accede, exactly as tts Wave” had a chance
to accede previously. The approach was dubbed “Regattausedt gave the remaining
countries an equal opportunity without a correspondingro@ment to simultaneous acces-
sion. This decision spurred the reform process, especdialtpuntries that had just started
negotiations. Lithuania successfully closed negotiation over 28 chapters after only two
years of negotiations, passing former frontrunners of ttst Wave (Plumper, Schneider,
and Troeger, 2006). To increase the chances of early acoessindidates accepted shorter
transition periods for the implementation of thequisand longer transition periods for
current members.

For a general test, it is essential to distinguish betwe#ardnt types of uncertainty.
Mattli and Plimper (2004) show that when the EU delayed tloession of several Eastern
European countries, these countries reduced the paceoofireOur analysis implies that
while uncertainty over acceptable accession increasesmah eager membership candi-
dates, an increase in the probability that accession fegardlessof reform should re-
duce equilibrium reform. Indeed, our model subsumes thiggpanalysis that Mattli and
Plumper (2004) conduct, as we endogenize the decisiorptoap accession. In the case of
Eastern enlargement, it can therefore explain why reforraseased dramatically in some
of the second-tier countries after accession negotiatimere commenced. In addition, it
can explain why Russia decided to abandon many of the reftratsvere implemented
during accession negotiations with the WTO. Georgia’s vetd dramatically decreased
the likelihood that Russia could join the WTO anytime soothaiit an intervention by the
United States or the EU.

7 Conclusion

This paper examined the strategic logic of unanimous ammessles in international insti-
tutions. Weak states can use egalitarian rules to blackmomierful states, so it appears as
though there is a genuine trade-off between legitimacy &inchey. We demonstrated that
if unanimity voting endogenously creates uncertainty afoeirequisite level of reform and
the membership candidate cannot afford to stay outsideualént members of the inter-
national institution gain from unanimity voting. Our findis shed light on questions at the
heart of decision making in international institutionseWous research has not produced
detailed predictions regarding the specific decision rthes give powerful states an aura
of legitimacy at the lowest cost. Instead of accepting tloeiked notion of an unavoid-

22Eyropean Council in Helsinkil0-11 December 1999: “Conclusions of the Presidency.”
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able trade-off, we have shown that unanimous accessioa cale often secure voluntary
participation by weak states while actually benefiting pdulestates.

The broader implications of our findings are potentiallenasting. First, Downs, Rocke,
and Barsoom (1998) argue that sequential enlargementgpased to inclusive enlarge-
ment, mitigate the broader-deeper trade-off that existatgrnational cooperation. Our
findings indicate that inclusive enlargements can alsagaii the broader-deeper trade-off
because competition over accession among entrants proefptsns that enable deeper
cooperation between current and new members. Second, prhil®us research has em-
phasized that uncertainty can cause bargaining failurar@fe 1995), our equilibrium does
not carry the burden of inefficiency. Uncertainty surroungdthe readiness of an interna-
tional institution for enlargement benefits current merslarthe expense of the member-
ship candidate, so it is not costly for powerful states tatetyically create uncertainty as to
the probability of accessiowithoutreform. Third, our findings show how powerful states
can use international institutions to redistribute thengdiom cooperation. Gruber (2000)
shows that powerful states can sometimes worsestdtes qudor weak states to secure
“voluntary participation” on expedient terms. We extend targument by showing that
through voting rules, international institutions can aeki redistribution even if thetatus
guocannot be influenced.

The central role of uncertainty for the efficacy of interpatl institutions bears some
interesting policy implications. If powerful states prefe expand the membership of an
international institution, but only after applicants urgtereforms, they should increase un-
certainty about accession without full reform while desieg uncertainty about accession
given full reform. In this respect, the proposal by the FreReesident, Jacques Chirac, in
2005 to require that accession to EU require domestic appempears troubling. Subject-
ing accession to the vicissitudes of domestic politics da@libse the door to many aspiring
membership candidates and thereby slow down ongoing redffiorts in transition coun-
tries dramatically.
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Mathematical Appendix on Generalizing Uncertainty

In the main text, we assumed that the powerful state’s paters are revealed to the acces-
sion candidate. In this appendix, we generalize the modelllasvs. First, letF’“™ be the
cumulative distribution of the powerful state’s minimataptable reform in ordinary times.
Second, lef"” be the joint distribution of the zero surplus cutoff. Theyoassumption is
that each distribution is continuously differentiable ba positive side of the real line. Let
/" denote the density af'" for r» € {uni, bi}. We also assume that the accession candidate
is uncertain as to the state of the world (ordinary or stiajegrhus, p is the probability
that the accession candidate ascribes to the strategecostéte world.

Under the unilateral rule, the candidate maximizes

(1~ p)BE“™(8) — c(0). (7)
Under the bilateral rule, the candidate maximizes

(1= p)BF" () — c(0). ®)
Thus, the candidate seleés= 0 or such that

(1—=p)Bf(0) < (0), 9)

wherer € {uni, bi} and the inequality is strict if and only #“"(6*) = 1.

It is straightforward to verify that ifB is high enough, the candidate seleétssuch
that F"(6*) = 1. Thus, if f* is low enough everywherd;* approaches infinity. In these
circumstances, the bilateral rule maximizes the expectaf w,q.er fui-

Similarly, verify that if p is high enoughg* — 0. Now the candidate does not reform at
all, regardless of the decision rule. Thus, the expectaifar),, ., 1., is maximized by the
unilateral rule if and only if the weak state accepts it.
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