Defence Cooperation in the EU: the added-value of public good theory

Introduction

The end of the Cold War saw the activities of the European Union expand into the area of foreign, security and defence policy – high politics and an area where European Integration had so far failed to stretch into. Both key reference theories for European Integration, neofunctionalism and intergovernmentalism, fail to explain why the EU entered a new domain at that point in time and why cooperation took the path it did. 

For this reason, analysing EU defence cooperation after 1989 with public good theory gives additional insight into its processes. Key issues in European Security and Defence Policy, such as the goals it aims to provide, are collective action problems. Therefore, applying public good theory to European Integration in the area of defence will allow for a better understanding about why in some cases, EU member states cooperate, whereas in other circumstances they fail to reach agreements, preventing common EU action. 

Although the neofunctionalist argument alone fails to explain completely European Integration, it does have its merits in explaining why integration extended into foreign, security and defence policy since the 1990s. I will therefore build on some neofunctionalist assumptions while making my case that cooperation in defence policy is a collective action problem. My central argument is that it depends on the type of public good a specific issue represents and the conditions surrounding that issue whether collective action is likely to happen. Using this approach I will try to explain why European Integration spilled over into security and defence policy during the 1990s and took such an uneven path thereafter.

In the first section of this paper, I will briefly illustrate where pure neofunctionalism and intergovernmentalism fall short of explaining European Integration. Next, I will present my own approach, which combines certain aspects of neofuntionalism with public good theory. Following this description, I will answer the question about which public goods the EU is actually trying to provide in the area of security and defence. Then, I will formulate a hypothesis about the likelihood of collective action among the EU member states in the field of defence. This hypothesis will be tested on the case study pair of the Bosnian war and the Macedonian mission of the EU in 2003. Overall, the paper wants to make a contribution to the understanding of the process of European integration by using an approach that has helped explaining policy choices outside the area of European Integration.

Neofunctionalism and Intergovernmentalism

Neofunctionalism and intergovernmentalism are the two cornerstone theories used to describe European Integration. Neofunctionalism in the tradition of HAAS showed how and why the originally limited scope of integration gradually stretched into other policy areas. The key element of his approach is that initially limited cooperation will sooner or later spill over into other areas, because it just makes sense. He also emphasizes the crucial role of three groups of relevant actors: national economic and society elites, supranational technocrats of the community institutions and political elites of the national governments.

Intergovernmentalism as presented by HOFFMAN, on the other hand, explained why and where this integration process would have its limits, i.e. in policy areas located at the core of the nation-state’s sovereignty. Neither of these two theories, however, was able to demonstrate why European Integration thrived and developed for roughly forty years, completely bypassing the area of defence,
 and then, with the end of the Cold War, spread into defence in uneven, although sometimes quite dynamic, pushes. While neofunctionalists would be unable to say why the end of the Cold War marked the time when the EU was ready for that move, intergovernmentalists fail to explain why the EU member states would agree to take steps towards transferring even tiny bits of their hard security sovereignty to the EU level.

Theory of Public Goods

Treating EU cooperation in the field of defence as a public good will provide a clearer picture of the developments in the area. Public goods by definition do not come about by themselves, but require collective action among a given set of actors. They typically have two characteristics: non-rivalry, where actor A’s consumption does not impede the consumption by actor B; and non-excludibility, meaning that once the good is provided, it is not possible to exclude anyone from its benefits.

A first rigorous definition comes from SAMUELSON who says that a public good is “one in which all enjoy in common in the sense that each individual’s consumption of such a good leads to no subtraction from any other individuals consumption of that good” (SAMUELSON, 1954, p. 387).This concept was subsequently elaborated by OLSON and ZECKHAUSER in 1965.
 They proved that even if all actors behave rationally, the group’s behaviour will not also systematically be rational. 

HIRSHLEIFER further distinguished between three different types of public goods, each requiring different policy measures for its provision. For the “classical type,” each individual contribution is equal and the total amount of the public good provided equals the sum of the individual provisions. In the case of the “best-shot” type, it is the most important individual contribution that determines whether a collective action is successful. For example, one country with a powerful army is enough to win a war against an aggressive dictator even if others add smaller pieces of military power. In the opposite case, the “weakest-link” type, the smallest individual contribution decides whether the collective action is successful. Applying legal measures internationally to stop the financing of major terrorist acts would fall into this category.

It should be noted that foreign policy “actorness” of the EU itself can be understood as a public good that requires collective action of the member states.
 Once established, it is not possible to exclude anyone from its benefits (non-excludability), and the fact that one actor benefits does not diminish anyone else’s gain (non-rivalry in consumption).

Building on HIRSHLEIFER’s definition, SANDLER used the taxonomy of three types of public goods to explain the mixed results in reducing greenhouse gases. Specifically, he developed a set of criteria to assess the likelihood of collective action.
 According to SANDLER, the following four criteria determine the likelihood of collective action:

· the existence of a lead nation

· a small number of essential participants

· a low degree of uncertainty and

· high nation-specific benefits.

I will make a critical reappraisal of these criteria and then apply them to European defence cooperation by formulating hypotheses about the relationship between public goods in the area of European Security and Defence Policy and collective action of the EU member states. Before that, I would like to elaborate on the observation that European defence cooperation is a rather odd thing to begin with, given that the United States as the world’s most powerful nation gives clear security guarantees for Europe. It would appear more logical for the EU to free-ride on this American security. The analysis will shed some light on policy implications of different types of public goods. It will also illustrate why European defence cooperation started just after the end of the Cold War.

Reasons for European Defence Cooperation

It is common place knowledge that the EU member states were free-riding on American security during the Cold War period. A bit less obvious was the claim that the EU member states were also free-riding to some extent on Soviet security, since it kept American power checked. If one follows that idea, then the disintegration of the Soviet Union left a hole in the provision of the public good of “checking US power”. Evidence of that can be traced in what POSEN calls “American caprice”: A superpower that does what it feels like doing. Such behaviour enormously frustrated powers like France and Great Britain over the course of the 1990s on such issues as the Balkans. So, eventually, the EU started undertaking collective action in the area of security and defence itself.

Another approach is that during the Cold War the United States was giving effective security guarantees to Europe. However, the EU is no longer facing a well-defined threat, but rather a set of “risks”
. These risks are much more difficult to cope with because they are more amorphous and their imminence harder to calculate. Therefore, the EU member states may have held the view that the US tool of military power no longer provides enough of the public good and started providing part of it by themselves.

It is actually difficult to treat the topic of European defence cooperation without considering the influence of the United States. From the description above we can conclude that developments in European defence cooperation since the end of the Cold War were to a significant degree driven by the action, inaction or attitudes of the United States. While an external factor was clearly at work, the influence was not unlimited, in that the external actor fulfilled first of all the function of an agenda-setter; the EU member states were left with some policy choices. Whatever the exact approach, a public good view on European defence cooperation since the Cold War allows better understanding about why the EU got ESDP underway.  

Assessing the Criteria for Collective Action

Lead Nation

The theory of hegemonic stability claims that in an anarchic international system, one nation has to assume the role of the leader to provide rules and order to which all the nations can adhere. “For the world economy to be stabilized there has to be a stabilizer, one stabilizer” (KINDLEBERGER 1973, p. 305). In most cases, this would be a big country. It is one thing if a small country proposes, for example, to cut greenhouse gases, but it creates a whole different dynamic if the United States makes such a move. Next to having the legitimacy to lead others, such a nation also has to have the critical importance to make a difference. Neorealism somewhat relaxed the condition and stated that unipolar and bipolar systems are stable systems. In the case of the EU, however, we rather observe flexible, legitimate coalitions that created integration dynamics. Within the EU context, there is a tendency towards rule-based interaction between the member states, which limits the power of the big member states. Therefore, legitimacy of the leader plays an even bigger role in the EU than in general. The lead-nation may rather be an agenda-setter that can force the other participants to discuss a matter, but it cannot be sure of the decision that will be taken on the matter.

Small Number of Essential Participants

The literature on the relationship between international conflict and the size distribution of countries has formulated a complex interplay. Break-up of countries occurs parallel to a reduction of international conflict and a lower probability of open warfare. On the other hand, the number of conflicts among smaller countries could increase as a result of, among others, stronger separatist movements.  “Incentives to form larger political unions are likely to be higher in a more bellicose, anarchic world, but a reduction in those incentives, by reducing political fragmentation may bring about its own dose of actual international tensions” (ALESINA/SPOLAORE, 2003, p. 19). If we treat “avoiding open conflict” as a collective action problem, then it blends in immediately with the idea that less participants mean less coordination cost in terms of time, horse trading and the number of compromises necessary to provide the public good. There are also less statistical possibilities to forge alliances against any participant, which improves the relative security position of each participating country vis-à-vis the others. So, less essential participants raise the chances for collective action. In the EU context, we have to note that “essential participant” applies in almost any situation to the “Big Three” Great Britain, France and Germany and, on a case-by-case basis, to countries that are particularly concerned.

Low Level of Uncertainty

The clearer it is that a specific collective action will bring about the public good in question, the more likely collective action is. One reason is that collective action produces costs for the participating actors. Actors can also have different access to information. In that case, even if common interests exist, collective action may not come about. International regimes are then one way to reduce uncertainties, transaction costs and the asymmetries in information
: depending on the type of game, the issue that participants are facing is one of compliance or distribution. Distribution issues arise when more then one cooperative solution is possible; and each solution comes with a different common gain distribution. If no solution can be found, the public good will not be provided. However, if a solution is found, it is self-enforcing. By contrast, compliance issues provide incentives to defect from an agreement. So, even in the presence of common interests, states may not cooperate, because they do not want to get exploited. In this case, institutions are necessary to monitor or impose sanctions.
Irrespective of the exact type of situation, lower levels of uncertainty raise the probability for collective action.

High Nation-Specific Benefit

There is extensive literature on the debate about absolute versus relative gain in international relations. Neorealist theory has stressed that the more states care about relative gains, the less likely cooperation becomes. MEARSHEIMER goes as far to say that the logic of power maximisation among states in the international system is a zero-sum game, where one actor’s gains are equal to another actor’s losses.
 The typical package deals during EU negotiations suggest that in this context, states are rather in an absolute-gain mindset. However, there are strong exceptions to that: where relative-gain attitudes dominate, like about the distribution of voting rights of member states or uncoordinated foreign policy preferences that arise in an acute crisis. The tendency for a relative-gain approach by member states should be even higher if the situation is perceived as a so-called end-game, as was the case with the adoption of the European constitution in December 2003. In other words, in the EU context, absolute-gain schemes are more pronounced in integrated policy fields, whereas intergovernmental policy fields tend to be governed by relative-gain attitudes.

Picking up the assumption from the criterion “Lead-nation” that the power to lead of big member states is somewhat limited, nation-specific benefits have to be more evenly spread among the EU participants in comparison to general international relations. If only a few member states benefit, there might not be enough collective incentive for action. However, if a critical mass of member states perceives benefits, the rest can be included in benefiting through typical EU package-deals. If, however, benefits take the shape of a higher popularity with the national electorate, the horse-trading will often not be in the collective interest, since popularity cannot be passed around directly among the actors..

The reappraisal of the above list of four criteria gives some indications for the hypotheses. What is more, they are backed up by relevant theory. These criteria can therefore contribute to judging the likelihood of collective action in EU defence cooperation. 

Public Goods ESDP aims to Provide

ESDP is generally understood as a part of the Common Foreign and Security Policy. Since the power monopoly constitutes the ultimate core of the nation state’s sovereignty, we can assume that if collective action is possible under certain circumstances in ESDP, it should be possible in the wider framework of CFSP. After having explained what public goods are and how I will assess the likelihood for collective action to provide them, I will now analyse which public goods the EU actually wants to provide. The Treaty on European Union sets out in article 11 the following goals for CFSP:

· safeguard of the common values, fundamental interests, independence and integrity of the Union

· strengthening of the security of the Union

· developing the rule of law

· respect of human rights and

· consolidation of democracy.

These goals are of a similar nature as territorial defence or a legal order in a national context – classical public goods. Also the projection of the EU’s values as part of its foreign policy can be interpreted as a collective action problem among at least the 25 member state actors.
 Therefore, I will treat the goals of the Common Foreign and Security Policy of the EU as a collective action issue. As part of CFSP, ESDP inherently should support these goals. 

Distinctness of ESDP from other EU Integration Fields

Development patterns in European defence cooperation and, more specifically, in ESDP, are distinct from other EU policy fields. There are several reasons for this. First, defence belongs to the area of “high politics”, which means that it is part of the core of the nation-state’s sovereignty. In a static view, there is a clear distinction between what is to be considered high and low politics. However, these areas can shift over time; see for example customs duties, the Four Freedoms, border controls (Schengen) or the Common Currency.

Before the integration process sets in, behaviour is dominated by traditional interstate patterns, where each state relies only on itself and has a tendency to think in relative gain terms. The further the process towards integration moves on, the more behaviour is characterized by mutual trust and absolutegain thinking. Second, integration in defence is a relatively young phenomenon compared to other EU policy areas, with only a few indications of communitarisation, such as the small CFSP budget line in the overall community budget.

The idea of an acquis communautaire can be understood as a process to enlarge the number of policy areas that are low politics, governed by rules of mutual trust, compromise, negotiation and the equality of states. The whole integration process is then about bringing policy areas from high to low politics. In this distinction between high and low politics we can distil another public good issue. This is based on the assumption that successfully communitarised policy areas will stay permanently in the camp of low politics. 

Areas that are currently high politics can be distinguished into “actually high politics” and “potentially high politics”. Depending on their interests, actors will try to push issues to the top of the agenda. This does not require collective action and actors with enough agenda-setting power can move issues up the scale unilaterally – however, only within the camp of high-politics.

Low politics in my understanding are policy areas that are already to a significant degree integrated. Here, politics follows a culture of compromise, negotiations, trust and absolute gains. The collective action issue sets in when a policy field should be moved from high to low politics. This cannot be done by any agenda-setter alone, however powerful and legitimate he may be. This is due to second-order problem: distribution and compliance. A member state unilaterally announcing that it considers activities in a certain policy field to be of lesser importance to its national interests could find itself easily exploited by others who would negotiate in a logic of power-maximization and relative gains.

In the case of compliance, actors have an incentive to defect from a commitment because they can derive private benefits from it. For example, compliance with the Stability Pact of the EU without sanctions and monitoring could not be systematically expected. That it is not an easy matter even in the presence of a sanction mechanism, is a different subject.

Distributive issues work differently, in that an agreement is likely not to be reached at all.
 Such situations arise when there is more than one cooperative solution possible with different common gain distributions. In such a setting, if a member state was to announce unilaterally that it considers a matter as low politics, an agreement might be reached, but certainly that member state would not get its just share of the common benefit. 

The paper so far has shown how the developments in European defence cooperation and in ESDP in particular can be explained with a collective action approach. As a result of the above discussion, the following criteria facilitating EU collective action in the area of defence can be established:

· A clear legitimate leadership that can make a difference on the issue in question;

· Few participants or at least participants organized in subgroups that have established decision-finding procedures;

· High level of information that is evenly shared among the participants;

· High nation-specific benefits that are evenly shared and an absolute-gain approach of the participants;

Case Studies

I will look into how the EU reacted to the Bosnian war and into the EU military mission in Macedonia in 2003. The two cases are chosen according to the “most-similar case” design, since both are part of the same problem set, the disintegration of former Yugoslavia. This should allow for easier designation of the crucial factors. In order to achieve results, one case has to be a success in terms of EU collective action (Macedonia) and one a failure (Bosnia). Since foreign policy “actorness” has a lot to do with perception., the cases are chosen according to the general perception of EU action in response to the Bosnian War as a failure and of EU action related to Macedonia in 2003 as a success. 

Bosnia

The prevailing perception in public opinion at the time of the Bosnian War was that of a wide gap between what the EU member states should do to stop the war and what they actually did. The member states could not agree on taking effective, coercive measures. As a result, the EU as a whole was very much divided. It seems therefore justified to speak of a failure of collective action in that case. The following is my evaluation of the situation according to the four criteria mentioned under 2. “Theory of Public Goods”.

a) Existence of a Lead Nation: no

There was no legitimate lead-nation or nations that would have been able to guide EU action. In particular, the Franco-German couple had been divided over the issue of Yugoslavia ever since Germany unilaterally recognized Slovenia and Croatia in 1991. In the end, it was the United States that were ready and able to take initiative, which finally led to the Dayton agreement. But this has to be accounted for as an intervening variable. The EU itself did not dispose of a lead-nation.

b) Small Number of Essential Participants: no

It is not obvious to select who among the EU member states qualified as “essential” for that issue. On the one hand, the Maastricht Treaty had just established a Common Foreign and Security Policy with unanimity requirements. So, all 12 member states were essential for collective action. On the other hand, this policy field was still in a very early stage with only first traces of rule-based policy-making. That argument would limit the essential participants to the big member states. In addition, the United States and Canada were involved (at least through the OSCE), but at first, these countries did not see it as their duty to take action. Finally, Russia had strong interests at stake in the area. Whatever the exact number of essential participants, their interests were very diverse, as were their approaches to the crisis.

c) Low Degree of Uncertainty: no 

At the outset of the war, next to a widespread shock about war on European soil, there was no clear strategy how to stop the violence. After the initial shock, member states took competing approaches to the war. Among the whole of the EU member states there was no common view on things on the ground and therefore they could not agree on a strategy (collective action) that would stop the war (public good).

d) High Nation-specific Benefits: yes

Three EU countries were most directly touched by the outbreak of the Bosnian War: Austria, Germany and Italy. Austria even experienced Yugoslav Federal fighter airplanes penetrating Austrian airspace. Germany had to cope with a large influx of refugees. Italy is geographically close and has historic ties with the region. These countries were also most affected by the interruption of trade transports that could no longer pass through Ex-Yugoslavia.

Three out of four criteria speak against collective action coming about in the case of the Bosnian war. And in the absence of a lead-nation, it seems that nation-specific benefits have to be distributed more evenly to raise the probability of collective action.

Macedonia

The takeover by the EU of the NATO military mission in 2003 is largely regarded as a success. Among the main reasons mentioned is that the goal of the mission – preventing the renewed outbreak of violence – easily understandable and actually achieved. Following is an assessment of this situation according to the criteria:

a) Existence of a Lead-nation: yes

Ever since the British-French agreement in St. Malo about European defence, France was very actively pushing first for developing European defence capabilities and then for testing them. The Macedonian mission seemed to be an attractive opportunity for France, who was by far the biggest contributor in terms of financing and men on the ground. It helped that Germany had become more active in European defence matters over the course of the 1990s. Due with its interests in the successor states of former Yugoslavia, Germany was, next to France, a driving engine for the mission.

b) Small Number of Essential Participants: rather no

The same actors dealing with the Bosnian War were also involved in handling the Macedonian crisis. Russia still had interests in the region. The United States and Canada were involved via the NATO military mission that the EU was to take over in 2003. However, more European states were member states of the EU by 2003 and some of its nearby neighbours (Romania, Bulgaria) had become serious candidate countries. By contrast, the importance of the OSCE on the political level had diminished. To the extent that the EU could be seen as behaving as one actor, there were fewer participants than during the Bosnian War.

c) Low Level of Uncertainty: yes

By the time the EU declared its readiness to take over the military mission in Macedonia, NATO had already successfully stabilized the country for some time. The EU therefore did not have to work out a strategy from scratch, but could simply build on NATO’s achievements. The participants saw that the approach chosen by NATO made the hostile parties refrain from open violence. Another reason for the high level of information among the actors was that most of the participants were identical for both NATO and EU mission.

d) High Nation-specific Benefits: yes

After the experience of a large influx of refugees from Bosnia, especially into Austria, Germany and Italy, these countries were certainly very keen on keeping Macedonia stable. By 2003, they were joined by France who perceived significant benefits from proving European capabilities in a successful test-case.

Three out of four criteria suggest that collective action is likely. The number of essential participants seems not to have much influence on success or failure of collective action.

Conclusions Public good theory cannot claim to explain by itself European Integration. However, on the basis of existing theories, public good theory provides additional insight into collective action problem associated with defence cooperation. In fact, the following findings have been established:

1. Public good theory helps explain timing and evolution of European defence cooperation. In particular, the proposed set of criteria is a good indicator for likelihood of successful collective action. However, it has to be noted that the criteria “number of essential participants” seems not to correlate strongly with the outcomes of collective action. In the EU context, the presence of the two criteria “led-nation” and “nation-specific benefits” seems to be more important. This has been confirmed by the proposed case study. First analysis of other case studies suggests further confirmation.

2. A “voluntary” European foreign policy can never work systematically, because foreign policy “actorness” is in itself a public good that requires collective action; this means a third actor will be able to push issues on top of the agenda where among the EU member states few of the four criteria are fulfilled. In return, however, the “voluntary” EU foreign policy which currently exists does limit the foreign policy choices of other actors: On issues where most of four criteria are fulfilled, it should be very difficult for any third actor to push his interests through. This might be enough power in international affairs for EU member states – especially for those, whom see EU defence policy as a leverage for their own national foreign policy – as long as the strategic, long-term interests of such a third actor do not diverge too far from the EU interests, if those exist.
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