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Abstract

Just as medieval municipal republics surrenderetatmnal sovereigns in the past, incumbent states
may be replaced in the future by an alternate, alg@ublic order. Citizens and merchants would
obtain more equal rights, better market infrastrres, and a more efficient provision of public geod
at all levels of government, from the local to tjflebal. This proposition is supported by an agent-
based, incentive-compatible model where individigtitts—economic and political—are established
within an ongoing bargain with rulers. Enfranchisetthen shapes the autonomous dynamics of civil
society and markets and, over time, allows for lbee#t of interests and preferences into the core
bargain on rights. Hence dynamics of social chargkeconomic growth are derived from the logic
of delegation. Globalization results from a capatd trade and associate that extends far beyond
home jurisdictions, yet on the basis of differetath local or national franchises. Therefore, iis th
representation, the world is anarchic, pluralistioequal, and growing. Although it is not state-
centered, long-term change is driven by the atterapt failures of states and citizens to estalalish
more coherent normative infrastructure and to redgo new social demands. From this account, we
derive four scenarios of global reordering, amoricty maximal integration would see the classical
nation-state split into two parts: a decentraliederal structure of government; and a unifiecaleg
order that would warrant equal rights and genezdliapen access throughout the world.



1. Introduction

The literature on the emergence, growth, and plesdixline of the “Westphalian order” exhibits two
strongly opposed viewpointsOn the one hand, there is no lack of publicatitas explore the many
ways in which states are losing their resourceslegitimacy. Fiscal competition, forum shopping,
and social dumping are common examples and oftercast as illustrations of how sovereignty is
progressively drained or parceled out. For manihast these trends foreshadow, or parallel, ascrisi
of political representation and the emergence oinareasingly vocal (though possibly ineffectual)
international civil society. On the other hand, tgEecialists in international relations (IR) andhie
theory of the state proclaim that states are teestay. Whether realists or constructivists, histdly
minded or more attuned to public choice, in théwstates will remain the highest level of poltic
authority: states will continue to subsume streeter society but without being subsumed by a more
global order. In this view, sovereignty—rather théeing fragmented and instrumental—is
constitutive and so may never be fully relinquished

This article takes stock of the pluralistic envim@nt in which states now operate, and on the lodsis
a constitutive definition of sovereignty it chaltgs the assumption that states cannot be voluntaril
abolished or merged.

Our argument is based on a conceptlomestic sovereigntthat is founded on a long-term, open-
ended bargain between citizens and their governmiemicommitment to abide by common rules and
to pay taxes is negotiated against a set of erdbteeindividual rights—for example, physical and
social security, property rights, or access to atlan. Sovereign delegation from citizens therefore
constitutes a political order. If the covenantastéd and credible, then citizens may increasszes
and benefit from a long-term extension of theiramfy to exchange, invest, organize, and mobilize.
And as their interests and preferences evolve ithh division of labor, they may feed back
dynamically into the bargain on sovereign delegatio

Yet the delegation extends only within a boundesinéstic domain. This is where the franchise
applies in its most comprehensive way, though nairi exclusive one. Citizens may still trespass a
state’s borders, trade across them, exchange ideasen emigrate. Hence, individual franchises tha
are negotiated and established locally also suptheréxtension of the international division ofdab
but the latter may ultimately expose the spatialtf of the initial, local delegation.

A classical example is how independent, medievaling cities or French provinces were
progressively abandoned in early modern times: hasms negotiated settlements with larger states
that eventually endowed them with more rights, sjey enforcement guarantees, and better market
infrastructures. Similarly, today’s domestic barghietween states and agents has endowed the latter
with a unique capacity to leverage their rightsoasrborders. They may now develop a business in
Brazil, take a job in Japan, continue to vote imiBpand support the Agha Khan foundation or a
Mexican country school. A great many less enfragethiindividuals also leave their provincial, often
miserable villages (or slums) and try to relocatelmof Rio Grande or the Strait of Gibraltar. Tées
various trends indeed summarize a fair part of Wiabal governance” is about.

Governments do much to support and regulate thetrawgnational behavior of individuals, thanks
mostly to horizontal agreements and ad hoc mandgitemn to intergovernmental organizations
(IGOs); private rules and organizations also plajame part in international affairs, civic and
economic. Still, the efficacy of these approacteddunded, which is one reason why national
governments are so often criticized by their owtizens for their failure to address adequately the

! We hugely benefited from many comments and critiesle at various points in the preparation of plaiser. We are specifically indebted
to Benjamin Cohen, Ariel Colonomos, Mike DowdlegpbRrt Ellickson, Chris Kingston, John Nye and JaMallis. The usual caveat
applies.



new demands for global rights and policies. Inddld,present international order presents massive
inequalities and is clearly inefficient in terms pblicy making. Moreover, the erosion of states’
capabilities exacerbates the sense of a declitigeimherited domestic alignment between territoria
states, liberal polities, and national economiekis Tsituation suggests that future citizens and
merchants may no longer be satisfied to eitherdiargith their national state or bypass them when
their policy demands are not adequately satisfizadr the long run, they may take a more radical tur
and re-convey their core delegation to a supramatiauthority that would offer a preferred set of
rights and public goods.

Such a shift would trigger a major reordering of thiorld scene, both economic and political. The
principles that define domestic sovereignty woutdelztended and unified across nations, so that basi
individual rights would be established by a world@vijurisdiction. Meanwhile, the task of providing
public goods might be reassigned from the locah#oglobal level, following social preferences, the
cost of heterogeneity, and efficiency concerns.sTkhe defining pattern of this global order ist ttie
state as a historically contingent figure would &glit between a unified legal order and a
decentralized (i.e., federal) government. Howeweg, offer no determinist argument nor make a
teleological claim; we only argue that there aracpcal, incentive-compatible roads that may lead t
such result.

This model also aims for maximum parsimony in diésug political orders, how the social division
of labor interacts with them, and how economic eint interests are shaped. In particular, we db no
discuss cultural or communitarian factors; rathes,consider them to be “written into” social (hence
local) preferences and the basic rights negotiatiéld rulers. On the other hand, we do not address
how external security threats may bear on domelgiegation and contribute thereby to the overall
evolution of state$.

The article is organized as follows. Section 2 dbss how this contribution fits into the existing
literature on states, globalization, and the ewotubf the international order. Section 3 presents
agent-based, bottom-up analytical model, which riless how political orders (or states) are formed
and how they may evolve and merge. Section 4 tthentifies the principal forces serving to drive or
hinder a global redistribution of sovereign contsa&our global scenarios are examined in Sectjon 5
the last of which includes full delegation withduarders. Section 6 concludes.

2. Related Literature

Another way of introducing this article is to sténdm the prime influence on our notion of citizens
delegation—namely, the classical contractual th@bhe state as developed by Hobbes, Locke, and
Rousseau. Beyond their many differences, theseautl defend the notion of a state that protists
citizens against war and aggression, as Realistsvant to recall. But in their view the state sloul
also guarantee property rights and contracts, as Nstitutional economics point out. Then, the
sovereign establishes the possibility of marketdrepreneurship, and (following Locke) extended
civil associatior?. The state is concerned not only about governmedttiae leveraging of executive
powers but also about civil society and individtights. Most contemporary perspectives still view
sovereignty as embracing both political agency tedirusteeship of private rights and civil libesti
Our discussion will largely revolve around these fvoblematic dimensions of sovereignty and how
they may extend internationally.

The limitation of most “contractual” literature @overeignty and state building is that it clingghe
viewpoint of a closed society. Rather than propgpsinclear view of how borders are negotiated,

2 Buzan and Little (1996), Herz (1957), Waltz (1978 also Tilly (1990).
% North (1990), North and Weingast (1989), Ostro89(l).



constructed, and possibly displaced, this liteeatusually considers them as given and hence
exogenous. At the other extreme, traditional IRottsts focus specifically on the relations between
rather compact, self-contained, rational stateractéor such theorists, sovereignty is primarily an
international concept based on force, mutual reidiogn or rules. When challenged to offer a
complementary concept of “domestic sovereignty&ythusually mention such principles as “final
authority”, “legitimate violence”, or “the claim tself-government“. However, these notions are not
definitions so much as outcomes (or expressionsjowéreignty. They also tend to be static and/or
ahistorical, and they often suggest a rather discrary—if not threatening—notion of governmént.
What is missing in this account is how the domeStiathority” and “legitimacy” are actually
institutionalized, legitimized, and possibly rengg®d as well as how they affect the interaction
between the domestic and the international.

This same puzzle arise when one considers how etet®envisage internationally similar, welfare-
maximizing micro-agents and then frame states priynas an external source of transaction costs
(via tariffs and nontariff barriers). Economistsvladeveloped various spatial concepts, but they
typically have no interest in a self-standing cqtoaf sovereignty or in the rights by which agents
actually trade. Conversely, as they envisage howgre@gn states interact, most IR theories, not only
the realist school, rarely reference individual ragye economic or otherwise. At most they consider
the collective interest of individual agents as expressed by,ef@mple, ad hoc and presumably
benevolent representative institutiSnSo both the economic and the IR approach havécliff
articulating the relation between individual belwasiand sovereignty. Either individuals dominate
and sovereignty dissolves, or sovereignty dominatesindividuals are indiscernible. This blind spot
contrasts intriguingly with the common principle evhby liberal states (at the domestic level)
guarantee private and civic rights. Should we amelthat agents become completely different social
constructs upon exiting their home state? Or they suddenly fall back into some state of nature?

This paper is built on the premise thati@mesticconcept of sovereignty—one based on a logic of
delegation—should help us escape this dilemma. ,Tlasconsider how governments and citizens
negotiate on rights and taxes at the domestic legre we envisage how they might then act and
transact at the international level. In other wotte rights, resources, and capabilities of irciials
and states are “carried over” from the domestitmieaf delegation onto the international or global
scene, which is therefore both plural and profoynmiequal. Even if all economic agents are rational
and act intentionally, their endowments of rightsl a&apabilities are de facto different; therefore,
agents do not have the same capacity to valoréesources on international markets. For example
Canadian and Bolivian merchants are not equal@sdbmpete on international markets, neither are
their respective governments as they try to furtheir interests in any given 1GO.

Our model, then, consistently accounts for private civic action on the international scene while
preserving a distinct anarchic pattern: the intéonal domain is explicitly defined as not being
regulated by any sovereign authority. The pointhast anarchy is not observed exclusively in the
relations among states. It is also present in tég agents behave and interact—whether domestically
(among equals) or internationally (among unequals).

These broad premises allow one to endorse the tinages of the Liberal school in IR. In this view,
states exhibit domestically defined preferencemstimg from the social division of labor; a state’s
international actions reflect how it is establisttEanestically? and private or civic agents may enter

4 Krasner (1999) identifies four dimensions of seigmty: legal, Westphalian (exclusivity on a temyf), interdependent, and domestic. The
last one is defined solely by reference to intepwditical organization and state authority.

® The Realist notion of domestic solidarity fallgeditly under Maritain’s (1950) radical critique tHave must discard the concept of
Sovereignty, which is but one with the concept bEalutism.” In any case, Maritain envisaged sogengi not as something represented by
a parliament but rather more like the collectivé wia Rousseau.

¢ As summarized by Moravcsik (1997): “Representatiatitutions and practices constitute the crititeinsmission belt’ by which the
preference and social power of individual and dagiaups are translated into state policy.”.

’ Kratochwil (1986) however suggests the possibilfty the manipulation of the function of boundaries tigb untying the bundle of rights
conventionally associated with full territorial sereignty”. But he does not elaborate on this.

8 Indeed, liberal and despotic governments shoulaexpected to behave similarly at the intermatitevel. See Moravcsik (1997) for a
statement of the Liberal position (also see, &gurevitch, 1996; Milner, 2006).



the international scene and then feed back intaltneestic polity. We agree to these propositiorts an
add the parallel capacity of agents and rulersctooa their own, domestically and internationally,
even as they are conjoined by their domestic bargairights and delegation.

However, these propositions set us squarely agaimee broad, alternate approaches. First, we
contradict the many authSrssho envisage sovereignty as a mere bundle ofsigtapabilities, or
discretionary options that may be ceded, on a bgsmse basis, for marginal cost—benefit
considerations? Although most of the empirical evidence they nghpn is not in dispute, we can still
argue for a concept of sovereignty thatamstitutiveof domestic political orders yet does not impose
a state-centered representation of the global sceeeond, we often converge with Alesina and
Spolaore inThe Size of Nation@003) as they discuss how the size of stateBapes] by inter allia
trade, economies of scale in the production of ipuddods, and social preferences. Yet they adapt th
traditional economic perspective and view utilitgximizing agents as being naturally endowed with
identical rights and franchises, which are thus metely independent of any political order or
sovereign covenant. In fact we propose to endogemuividual franchises thanks to a more
developed representation of the state, based dogdleof delegation.

Third, we contradict the Constructivist paradigmlexander Wendt, for instance, confronts the
Realists with an interactive view of the internatibscene and with a differentiated representaifon
individual states whose behaviors are shaped by thatual interaction and by their desire for
cultural or communitarian recognitidh.In fact, both this communitarian aspect and therival
aspects of state identity are given and static. Gamstructivists, a state’s identity does not egolv
from domestic dynamics and hardly allows for notestar individual agency. The same limitations
apply to Wendt's (2003) model of transition to arldostate. Unlike Wendt, who makes the
teleological assumption that change is driven leyttlugh interaction of states, we devise a modg!| th
is anarchic, agent-based, and open-ended. And aféMendt views domestic sovereignty as a
structure of authority, we formalize it in terms dfjhts and enfranchisement. For us, then,
sovereignty, states, and individual rights arealcaind historical constructs that can evolve andeva
over the years depending on domestic and intemalticdircumstances; they are neither metaphysical
concepts nor hypocrisiés.

3. Analytical M oddl

3.1. The Logic of Delegation

We start from a straightforward, agent-based, tutgtnalist approach to describing political orders
Life in society entails coordination needs; in orde meet them, members may jointly delegate
authority and resources to specialized agentsusitetes, or to governments. The potential benefits
such delegation allow agents to justify waiving sogeonomic resources and discretionary capacities,
although this means forgoing some future first-lmggtons. Thus, renouncing individual discretion is
empowering in the sense that extended exchangesneegossible because of social pacification and
the establishment of common rules that apply toidevsocial spectrum. This is the underlying
paradox of the contractual theory of the stateramthisement is founded on delegation and
renouncing opportunities, yet it supports civictiggzation and enrichment.

° Despite their many differences, examples incluasBender (2007), Ferguson and Mansbach (2007Bzleand Rosenau (1989, 1997),
Ruggie (2004), Sassen (2006), and Slaughter (12338}). On the political philosophy background, Hégsley (1986) and Klein (1974).

1 As argued in Stone Sweet (1994), “From a normaimspective, [sovereignty] no longer exists.”

1 Compare Osiander's (2001) conclusion regardingetterience of the post-1648 German Holy Empiréhedf ... existed exclusively

because of collective and mutual empowerment, whicturn was based on a shared, rather elaborate ebstructural and procedural
legitimacy .... As well as a system of empowermerg,eémpire was therefore also a system of mututrhies” See also Reus-Smit (1997),
Ruggie (1998), Wendt (1992), and Wendt and Duu#B8Q).

12 See Biersteker and Weber (1996) and Krasner (18889). We clearly disagree with the introductosgay in Hawkins et al. (2006),
which remarks on the “considerable overlap” betwdetegation from citizens to states and from stéeESOs. In the same volume,
Hathaway (2008) shares this perspective.



As social integration and decentralized exchangeease, delegation becomes more difficult to
design, negotiate (or renegotiate), and adminigteclassic problem is how to prioritize competing
preferences and simultaneously address the unadgrigsues of distributive justice. Condorcet and
Arrow famously established that, in a pluralistaciety, the nontransitivity of preferences requires
that a “benevolent dictator” be given authority remk priorities (i.e., to establish the “common
interest”). In principle, regulating this powerasore element of the delegation contract, whiclukh
address all problems of contestability, accountsbind legitimacy.

Safeguards against capture and extortion may tekeanonical forms of parliamentary representation
and reverse commitments entered into by the rdey.,(signing a Bill of Rights). Complementary
options are mechanisms of checks and balances, asuiehdivision of powers ala Montesquieu, a
federal constitution, a meritocratic bureaucraaydelegated regulation (as in the case of a central
bank). Note, however, that this constitutional \mdary should not be taken too literally. Delegatio
can be informal, it needs not emerge from a foumndwact, and its evolution can be piecemeal,
gradual, and uneventful. For instance, the “feudanhstitutions” of medieval Europe were not
summarized in a single coherent text, yet theytetbaxpectations regarding future behaviors and the
sanctioning of wayward behaviors.

The set of rights and public goods agreed to indilegation contract is the main determinant of
agents’ actual capacity to associate, contractcantpete. Standard examples include the rightlto se
land, establish corporations, create civil assiriat and organize trade unions. Indeed, rights are
empowering and—if sufficiently extensive and welif@ced—may strongly affect the long-term
dynamics of the division of labor, both social ambnomic. Hence, if the production of public goods
is efficient and if constitutional commitments aredible, then the “policy content” of delegatioayn
grow over time: the individual franchise will ine®e, more public goods will be offered, and welfare
growth may follow. In the best cases, economic ginoand adhesion to the social order may become
mutually reinforcing. The hard game of a marketreeoy and the extended reach of lawmakers
would be legitimated by the huge collective besetthat result from a high-powered political
compact.

However, commitments and safeguards may be absetiiecy may not actually bind rulers, or they
may not be sustainable over time. Individuals inhsaircumstances may thus shirk or exit, or they
may withdraw delegation or limit its scope. Heneeen though everyone would be better of with
more rights and better policies, the transfer sbueces and authority to the state will remainawarr
and the consequences on welfare will be adverselatdé such political ordemdespoti¢c as opposed
to liberal, and next we discuss these orders in more déthdter we show how this opposition
informs our understanding of the present world pedl its possible evolution.

3.2. Individual Rights and Societal Integration:dpetic versus Liberal Orders

The defining characteristic of a despotic ordghét inequality of rights is built in to the structure of
the delegation contract. Hence there are systeraajimmetries in access to organizations, markets,
and public goods as well as, more generally, tocgsuof income and influen¢&This state of affairs
has powerful consequences. First, the despot Hhiasitad capacity to commit himself vis-a-vis the
broader population, as he will always be suspectddvoring some and/or trying to deceive others.
Second, the scope of the common interest is naammdy when a situation of competition arises, a
winner-take-all pattern tends to dominate ex pagt few if any rights for the losers, whether ot no
they are the majority’. Third, absolute oppression is not the rule. Evéremwunequally distributed,

13 see Authors (2010) for a more detailed analytiisdussion of this “constitutional model” of ecoriordevelopment.

1 The notion of a “despotic regime” is somewhat daaed possibly Eurocentric. Starting with Montesquidespots have often been
implicitly or explicitly oriental and non-Christiaran intellectual legacy still present in the Wehernotion of a “sultanic regime”. Others
might have preferred to contrast “liberal” with &fefent antonym, but we chose “despotic” becatisgeiarly includes both economic and
political dimensions and (we believe) can be faaplied to antique and contemporary experiendlks,doth Western and non-Western.

!5 This pattern is consistent the concept of a “ratstate” as developed by Nortallis, and Weingast (2009), where resources and



rights may still be leveraged, individually or aadtively. Individuals are born into social ordenatt
are often asymmetric, unfair, and possibly oppvesdiowever, they may either stay put or opt out
(albeit at varying costs), or they may organize aedegotiate political orders, create new ones,
structure competition among them, and so forth.ividdals can even band together to make
revolutions, sometimes successful ones.

Take also the case the “informal sector” in todaléseloping countries. People living in slums or in
dispossessed rural areas are seldom entirely defaights; instead, their rights tend to be poorly
enforced and even then only locally. Micro-entregigs, for example, can typically raise funds only
from neighbors and parents, and their trading pastmay be limited to their own area. Old-age or
health protection may also be reserved to thos&iagin the formal sector, or to those with a sgyon
capacity to organize and lobby. Still, the outsidgmre not necessarily stuck; they may, for ingtanc
be able to vote or learn to organiZe.

Nonetheless, a defining consequence of limitedtsigh that the marginalized masses are usually
inclined to resist the despot’s attempts to coer@ise revenue, and extend his normative capacities
Unless actually threatened by local rulers, thesessvould rather have most of their basic rights an
common goods provided locally—that is, by kin greuethnic communities, guilds, warlords, mafia
bosses, party cliques, and the like. Rights are tdomtingent upon allegiance, favoritism, or peeton
reputation. In other words, they are battequalvertically (between the core and periphery of styi
and different horizontally (across local orders or communitieBhis pervasive form of normative
fragmentation serves in part as a check againstiomeand exploitation by a larger, more distant
ruler. The result, however, is widespread unregdldegal pluralism and considerable obstacles to
circulation, emancipation, and competition. Takeiam régime France as an example: the legal
infrastructure took the form aoutumesor local customary laws that had been progrelssivatten

and confirmed from the mid-fifteenth century onwa@h the eve of the Revolution, there were 65
coutumes généraleand 300 othercoutumes localesall were enforced by the local courts and
ultimately by the 15 provincial supreme courtsParlements And this of course applied to a society
that was still organized by status groups (thelitpbtclergy, guilds, etc.)’

Liberal orders, in contrast, are explicitly foundmuthe principle of equality of rights among iz
regardless of their social, geographical, profesdicethnic, or religious background—or their wialt
Of course, the scope of those equal and impersaids may vary widely across societies and over
time. Eighteenth-century England, for instance raogeed roughly equal rights in civil and economic
matters even though the country was governed by ambut 25,000 people. Still, the primary benefit
of equal and individual rights is to emancipateiviglials from their local communities, or bosses,
and allow them to associate, invest, and tradesacamuch broader social spaBecauseights are
equal on both sides of the fence, individuals naég ton inefficient producers, entrenched localrsjle
and rent-seeking coalitions. And because equaltgigine a spectacular instrument for reducing
transactions costs, citizens and merchants may dggregate into larger, more competitive public
arenas and markets. On the one hand, this resutsanomies of scale, technological diffusion, the
benefits of specialization, and hence economic tro®n the other hand, a broader and more equal
polity makes it easier for a governor to commitsedt She will not be expected (as a despot would
be) to discriminate and deceive—not because shecisssarily more virtuous but because she is under
credible checks. This leads in turn to greaterimghess by citizens to delegate authority and
resources, resulting in a wider common interest @ogkibly a better supply of public goods. Other
things equal, liberal orders are typically assedawith a more integrated civil society, a largeates

and a more dynamic economy than are despotic orders

At first sight, addressing the bipolar continuuntween despotic and liberal orders may seem like an
unnecessary detour in a discussion of states,ithdiVrights, and “global governance”. Yet it ofax

opportunities are systematically manipulated bgmulia taxes, price regulations, licenses, ardiarters.

% Hellman (1998), Maloney (2004). For examples gfiggilly despotic environments, see Taussig (2088Yiolence in Colombia and
Soares de Oliveira (2007) on rent seeking in Angola

7 See Griffith (1986) on legal pluralism and Grinip¢2006) on theoutumes.



number of analytical benefits that will now becomere evident. First, it introduces an explicit
ideational dimensionindividuals are primarily motivated by materiatérest, but they are also able to
identify and debate about the institutions to whinkly have entrusted their basic rights and common
interest. Second, we are spared the costs of ptismisome initial social contract, or a founding
constitutional commitment, whose ulterior evolutmnrenegotiation would be difficult to imagine. In
fact, we make no assumptions about the origin oiesg we merely assume that individuals are born
into a social order that leaves them some roonsti@mtegic interaction vis-a-vis given rules. Lidera
and despotic institutions, like states and markaes social constructs that can evolve endogenausly
be reformed.

3.3. The Dual Structure of Modern States

Modern states, we proposed, revolve around two mmas: government and the production of public
goods; and the trusteeship of private rights and ldberties. In fact, these two dimensions arsoal
institutionalized in two distinct hierarchies, avgonment bureaucracy and a hierarchy of norms and
jurisdictions—say, a legal order.

The primary force behind the development of legdkos has been extensively discussed by classical
sociology and economic history: the developmerexténded, impersonal relations and organizations
leads to the increasing formalization of socialm®m@nd arrangements. For instance, formal property
titles and written contracts allow courts to intetpand enforce them in a predictable way, eveosacr
large jurisdictions and over long period of tifiedowever, under a liberal order, the downside of
legalization and enfranchisement is that a mulétwd agreements, regulations, bylaws, and local
delegations or private orders created at all leeglsocial life may constitute new obstacles taefre
circulation. Political devolution and free entegariincrease the capacity of citizens to self-omgni
but the latter may then threaten open access artdstability.

The classical response is the development of aingtierarchy of norms and jurisdictions headed by
a supreme court in charge of defending constitatioights. In all liberal regimes, the legal order
regulates, on a case-by-case basis, the balaneedyeequality and autonomy. It should guarantee the
freedom to contract and self-organize while prasgrnormative coherence, open access, and the
integrity of both the body politic and the markeff®deral countries make this trade-off explicit,
although other types of government also need toeaddt. France and Great Britain for instance have
a much more centralized government structure thenm@&ny or Italy. But basic rights and liberties in
all four countries are all established at the hagHevel of political organization and ultimately
enforced and defended downwatds.

In contrast thegovernment bureaucracis concerned with commands, controls, tax colegti
allocation of resources, and the organization ekmdie production functions. Hence it mobilizes
considerably more resources than the legal orderitas in many respects much harder to organize
and manage. The legitimacy of each hierarchy is thunded on different principles: the legal order
relies on (at least the pretense of) neutralityinterestedness, and political nonalignment; wisettea
legitimacy of government bureaucracies is basethgmly on representation (e.g., parliamentary
politics) and cost-effectiveness.

The point, however, is that these two hierarchissdnnot remain as closely intertwined as they have
been within the classical, European nation-state eikample, today’s European Union is regulated by
an integrated hierarchy of courts while bureaucnasources and executive power remain located, for
the most part, at the national level. The EU Comsmisdoes not count for much in terms of financial

18 A classic example is the economic history literatan the emergence of formal debt instrumentfgmsed to those based solely on
reputation). See also Greif (2002) or North, Walisd Weingast (2009), who convincingly argue tbén access to impersonal and
permanent organizations (e.g., corporations, esglociations, political parties) is specific teelill societies.

1° Finer (1999), Padoa-Schioppa (1997).



or staffing resources. Although this institutiorsa@tup is certainly not without tensions, there ds n
evidence that it is intrinsically flawed or doomém other words, the classic constitutional contiorc
between the legal order and the government of pgiolods may not be necessary. It could be severed
without endangering the liberal rule, in which chsgh hierarchies could be restructured—from the
local to the global level—along different and indagdent lines. They might then better serve their
intended goals: establishment of the realm of @gtion by a trustee; and provision of public goods
by government agents. We shall follow this broam Iof argument in discussing how states may
evolve and how sovereignty may be redefined urteeptessures raised by globalization.

4. Dynamics of World Ordering

4.1. The Outside Boundaries of States and therateEmal Order

Indeed our discussion so far has unfolded withenftamework of an implicitly closed society. Still,
the legal orders and bureaucratic hierarchies lspatial borders that are certainly formalized. We
defineinterstate cooperatiomas consisting of the transactions and transferesufurces and authority
to organizations whereby governments regulate e tegal orders and bureaucracies (i) recognize
the ;iz%hts of nonresidents; and (ii) regulate thess-border flows of goods, factors, people, and
ideas:

Take the case of coordination between judiciai@gopean governments in the nineteenth century
and during the interwar period assumed that thiecaitly to settle civil disputes was a core sovateig
prerogative. Hence they established stringent ¢iomdi on confirming foreign judicial decisions,
making cross-border cases a rather complicatedt.affaday such cases have become considerably
easier as a result of broader judicial comity, nrmégional arbitration, and the mutual quotation of
judicial decisions. Obviously this makes thingsieafor merchants and vacationers among others.
The same logic applies to international treaty mgkand the devolution of resources to IGOs. The
overall effect is to facilitate international tragsions and increase the provision of internatiqudlic
goods, i.e. to empower agents. And as they increhsg overseas investment, exploit their
comparative advantages, and absorb foreign techicaloprogress, the economic division of labor
expands along the lines opened by diplomats, ex@rtl entrepreneurs in private ordering; hence
integration increases. Ultimately, then, “treatynmdance” is not an issue of the will of a self-
contained sovereign actor; rather, it is primagly issue of private interests that exploit rules or
organizations to their advantage, just as they fiitedefrom the rights for which they bargained
domestically’* Therefore, domestic delegations should be reiefibisy more internationally agile
governments that are keen to reduce transactida itoprivate international exchang@s.

For this reason, in the perspective defended gajng on an international treaty—or transferring
resources and prerogatives to IGOs—has little tavitlo sovereignty. Because sovereignty establishes
the domestic political order, renouncing it shobkl primarily about how core individual rights are
established and how the “Arrovian” definition oktbommon interest is negotiated and implemented.
So when looking for a signal of a “sovereignty sfam”, one should not focus merely on budgetary
contributions to particular IGOs, but first looktae authority to tax—and on this score, the cedihg
sovereignty is exceedingly rare. The EU, for instarieatures representation but not taxation. Aeroth
criterion is the authority to intervene ex postnmatters involving private property rights, such as
bankruptcy, eminent domain, and antitrust. This segm like a narrow test, but it is not: under any
liberal government, such actions are typically sunded by exceptional judicial safeguards that
should warrant motives and procedures to be fi@® frbitrariness. This institutional buildup refec
how, in practice, the liberal state protects argllaes the exercise of private rights and henee th

20 suych rules fall under the rubric of “conflict @fW” (Briggs, 2008); see also Llewellyn and Adam&b®1) for a classic discussion of how
Native American tribes regulated their foreign affa

2L Wendt and Duvall (1989) mention this element btitdle to develop it.

2 Thjs idea is defended i.a. in Thomson and Kragt@s9).



private—public interaction. To our knowledge, EUitanst policy is the sole contemporary example of
such concession to a supranational authority; EBswide bankruptcies, in contrast, are merely
coordinated between national jurisdictions.

4.2. The World We Live In: The Neodespotic Model

A fairly conventional (albeit abridged) represeimatof the dilemma of global governance may start
from the account of a now widely extended, intdomatl division of labor in all its dimensions
(economic, civic, social, etc.). International ®aand finance is the straightforward illustratiome
that easily draws with it self-evident consequenegmrding policy-making and regulation against
global systemic risks. But the fall in the costscommunication and coordination also allow private
political entrepreneurs to easily mobilize largenfyers of individuals and organizations with shared
preferences (e.g., all the stakeholders involveal given industry or humanitarian cause). Suchlsing
issue organizations will typically put forward theifficiency-driven credentials and challenge &ate
with respect to their special concerns. Of coutbese groups have no obligation to prioritize
competing interests or to implement broad ruleslisfributive justice, so their pretense of politica
efficiency is skewed at best. This is also why aldvoonvention of single-issue militants could neve
establish a world polity: they may design coaliipbut they would not write covenants.

The enforcement capacity of national governmentdss affected by the capacity of a nonnegligible
subset of the population to easily opt out of laegulatory orders and shop around internationally.
Hence there is a strong incentive for the stateotasider primarily these groups’ specific interests
when public policy—in particular, fiscal policy—idesigned. However, accommodating special
interests in this fashion weakens a state’s capaxiguarantee last-resort regulation and to adaidi
against bypassing strategies. Quite clearly tmslees more suspect the government’s claim to weigh
fairly all preferences when establishing the “locainmon interest”.

To this well-known line of argument our analytif@mework adds a further consideration: the global
arena is structured by specific rules, organizati@ocial movements, and so forth; but it is pritpar
populated by agents and governments who stem fréarga cross section of more or less liberal or
despotic regimes. And because both agents and rgoeats are defined primarily by the rights and
delegation that they have negotiated domesticaitge on the international scene they are doomed to
be unequaland different. In other words, what characterizes itiernational or global scene—
whether one looks at governance or the divisionabior—is the strength of despotic patterns.
Whereas until now we envisaged the despotic/ libemposition in a diachronic or dynamic
perspective, we now rely on it in a synchronic mrss-country one, so as to help us describing the
political structure of the present world.

The neo-despotic character of today’s world is griity reflected in a fractured, incomplete normativ
framework that is devoid of a working internatioh&rarchy of norms. The logical consequences are
not so different, ceteris paribus, from those satggeby our previous brief depiction of ancien mégi
France. First, there is not even an approximatioequal individual rights across countries. Neitiser
there any binding rule of interaction between publd private or between a notion of common good
and special interests—be they the interests ofviddal states, single-issue militants, or private
businesses. Indeed, there are few institutionatlchegainst rent-seeking monopoly positions or
strong-arm politics. Then, the circulation of persoproduction factors, and goods encounters many
obstacles and many global public goods are providefficiently and/or illegitimately. Finally, lasy
segments of the world’s population tend to coal@s¢er be captured by) local orders, some of which
embody the most threatening aspects of despotism.

These neodespotic patterns may well evoke the ndieradist regime envisaged by many scholars of



IR and the stat€ a comparison that was indeed alluded to in theodniction. However,
contemporary states are much more solidly estadiginan trading cities of the past, and most
individuals are probably much more emancipated etucally and politically; hence the dynamics of
collective action is and will remain much differdrmm what is was in the distant past. Nonetheless,
as we try to envisage how an international politremrdering might play out, we must still look at
how future burghers and merchants may negotiatetivd princes and challenge them.

4.3. Actors in World Politics: Citizens versus &dit

Because a global political order would run coumdeincumbent states, it would be opposed primarily
by their political and technocratic elites. Thes$igeg control many existing regulatory institutions
they have a monopoly on decision making in IGOs ey share a vested interest in defending the
prerogatives associated with being the recipiehtstrong delegations. Of course perks are a part of
the story, though probably not a major one. Mor@drtant should be the authority to enforce
fundamental rights, to define the (national) comminterest, broker redistributive arrangements
between social groups, divide regulatory tasks betwstate and substate public regulators, etc.

Yet these elites are not necessarily antiglobatinatBecause they are political aggregators, they
benefit from considerable room for strategic bebaas they envisage alternative solutions to global
policy challenges. Divergences or bifurcations reaerge from this point and endure. For example,
risk-averse governing elites may align themselvéth \antiglobalization clienteles and marginal
producers so that they can jointly defend an exgstiedistributive compact. Indeed, a significant
fraction of the population in many countries hdseliinterest in expanded international competition
so they would surely resist any sovereignty trangenversely, state elites may side with the ferce
of increased competition in order to spur econognawth and hence their own fiscal revenue — just
like early modern, mercantilist kings. But in angse, elites would only relinquish sovereign
prerogatives if immediately threatened with losthgir delegation — they surely want to remain in
control.

At the leading edge of any movement toward glolditipal reordering, militants are likely to be
mobilized first by their material interests. That private agents will seek a more unified andngjeo
definition of property rights; reduced transactawsts; and a number of global market infrastrusture
including economic stabilization and growth-suppaytpublic infrastructure. Still, the civic-oriemte
demand for more equal rights is already vocal ailldcantinue to find many advocates. These two
classes of motives admittedly reflect differentiticdl sociologies. But there is no reason to assum
they are necessarily exclusive, contrary to thébt@k opposition between utilitarians and idealists
Recall the antidespotic demands for liberty andaétyuin 1776 America, 1789 France, 1848
Germany, and 1981 Poland. The economic resourdbed® countries were not only badly managed.
More unbearable was the inequality of rights andarels between the privileged elites and the
deprived masses. It then became critical to extsnal rights, open access and competition to both
the public space and the marketplace, so that m#smn both sides would be more legitimate and
more efficient. The universal character of thesaccprinciples explains why mobilization could
subsume an extremely wide array of private (i.a&anemic) interests even though all individuals
would not benefit equally from an ulterior liberabrdering of society.

On this basis, two factors should bear more orfuhge evolution of the global political order. &ty
ceteris paribus, the more civic interests dominla¢edebate, the more unitarian the eventual palitic
order will be. In other words individual rights,@mmic and political, would become more unified
across the world and the political institutions Vedbobe restructured in a more comprehensive way.
Again, economic interests would necessarily be phitthe very large coalition of interests that wbul
agree or adhere to such endeavor. Yet the selepvizbllective action problems that are impliedeher

2 Bull (1977), Friedrichs (2001), Spruyt (1994).



may just not be solved, so that national elites kegp the lead. And as path-dependency dominates,
national states would survive as strong entitiess lmain in charge of structuring the international
order.

Now these national compacts and their legal oréembody the core principles (or values, if you
prefer) that structure social exchange and poaliiiigstitutions, in each country. This is the second
more structural factor that will bear on the dynesnbf global re-ordering: more or less liberal
(respectively despotic) polities will not envisagetegration and right equalization similarly.
Remember that despotic regimes are defined by @hegd different individual rights, and that they
tend to resist open access and competition. Hasree,should not expect despotic governments to
adhere to an international order that would contiréim to adhere domestically to widely different
premises (although their domestic, civic oppositoay do). In other words: the more cross-border
integration proceeds, the more it constraints déimesders, and the more the despotic—liberal divid
becomes salient. Whereas the present neodespgiimer&an accommodate wide differences in this
regard, a global federation would be exclusivebetal. Alternately, a principle of regionalization
might arise whereby more liberal countries, withrenequal rights domestically, would converge
more easily among themselves than with the refieofvorld.

Table 1 shows how four scenarios can now be gesteait of the answers given to two questions:
first on the role for inter-state cooperation (imihg 1GOs, etc.); second on the extent to which
individual franchises remains exclusively nationBhble 2 summarizes these model scenarios, of
which only the federation reflects a full transéérsovereignty to a global authority. It resultsrir the
capacity of political entrepreneurs to mobilize aodordinate a large array of interests and
preferences, and then converge toward rules ofaglcitizenship. In contrast, in a hegemonic world
individual rights would remain grounded exclusivéty national delegation compacts, and binding
rules of interstate coordination would be expressigcted. By way of comparison, enlightened
despotism is characterized by a more rationalizadf-correcting, hence effective structure of
interstate cooperation. Lastly, a confederation ld/@ge a large opening of national legal orders, so
that private rights would be mutually recognized @mforced across borders, though without being
unified.

These models arideal typedn that they formalize a limited set of signifitarariables and relations.
As such, they do not correspond to discrete clasfesbservable empirical experiences: patterns
characteristic of different types may coexist iralitg, as for example in the present-day EU.
Furthermore, we are deliberately honcommittal réigar the dynamicsof actual regimes: political
orders evolve in an open-ended and historicallgti@dninate way, where intentionality is bounded by
collective action problems and by the structurexa$ting sovereign delegations.

5. Scenariosfor the Emergence of a Future World Order

5.1. The Hegemon

What happens if entrenched national elites do mmhpte efficiency and fail to accommodate equity-
driven demands for political reform? Or if state® ainable to enter constructive strategies of
international reordering? The answer is that treebamerchants and citizens—uwill take the lead. The
easiest road is then to converge individually tavarmore satisfactory regulatory order. In other
words, people would opt out of their domestic orded place themselves under the protection of a
more efficient sovereign. Emigration and diaspoaas standard examples; others include fiscal
evasion, capital flight, and education in foreighl@ges. Alternatively, agents might lobby theimte
authorities to adjust local norms and rules to rchenark model so that coordination becomes easier
and transaction costs smaller. For instance, “dpH&ion” allows for both the decentralized,
spontaneous approach and the official, formal @mather example is the worldwide adoption of
European norms for the environment and consumeiriggc



Because this scenario is driven by the capacityindividuals to raise credible threats of exit,
institution building and collective action face siderable obstacles. For one, the “supply” of rules
comes from grimus inter parestate whose regulations are voluntarily adopteduigiders without
any discussion or bargaining. Delegation to thesh®mnic state occurs de facto rather than de jure; i
is typically informal and gradual rather than egpland democratically agreed upon. It also raises
immediate problems concerning safeguards: foreitipens are not represented in the checks and
balances or in the policy-making system of the hege although they may still prefer such “junior”
citizenship to what their own national state offers

One variant of this scenario may see economic adiical elites opting out of a given country
en masse, thereby compromising the state’s capaxigupport efficient bureaucracies, a working
legal order, and economic growth. This trajectoighhconverge asymptotically toward a world order
in which a few hegemons are surrounded by failatkest In that case, inequality in rights and in
access to public goods would be maximized acrossnsawhile the overall capacity to agree on the
production of common goods would be minimized. rimé¢ional protectorates or notions of “shared
sovereignty” would be markers of such tréfidmd, as argued by Hobbes, state coalitions would
primarily aim to maintain their advantage over otbtealitions.

But the hegemonic model may also be consistent avipinogressive convergence of national polities
toward liberal principles, albeit with limited intsttionalization of interstate relations. The
conventional representation of the nineteenth-egrifuropean Concert of Nations is a good example:
national governments defended a compact definibbnsovereignty, domestic rules were little
constrained by interstate relations, asymmetriepasier were played out in the open, and dispute
resolution typically followed the nonbinding rule“arbitration under anarchy” (which address only
coordination problems, not problems of cooperatfdn$till, governments supported extended
economic exchanges and the free circulation ofgmes;sso that economic competition and emulation
could bring about substantial formal convergenc®irin cascades” for instance can be part of such
international ordef® It however is important to note that the Conceasvalso consistent with wide
disparities regarding the character of domestiegigions contracts: there was indeed no questain th
Russian despotism, German militarism, and the sisdge political experiments in France in some
way limited the capacity of the respective governtado join in.

Compared with the hegemonic model, the three negnhaios are more supportive of global
integration and imply a much more consistent irdggn in matters of rights, norms, and the struetur
of legal orderg’

5.2. Enlightened Despotism

Under a scenario of enlightened despotism, thematigoverning elites succeed in maintaining their
control over the international regulatory architeetwhile meeting many of the demands of private
agents through a fairly rationalized, stable selGfDs and treaties. Specifically, two patterns wioul
come to the fore.

First, an enlightened despotic scenario would feadLrebalancing of international delegation from t
classical multilateral model founded agencyto an increased reliance uptostees As defined by
Alter (2006, 2008a, 2008B§ trustees receive a mandate to regulate a welektied set of relations;
however, they are not under direct and explicittiaras agents would be under a principal. Trustees

2 Krasner (2004).

% Ginsburg and McAdams (2004), Murphy (1994).

% Finnemore and Sikkin (1998).

27 On this point we rely extensively on the growiitgrature in international legalization and judidation. See, for example, Abbott and
Snidal (2000), Alter (2006, 2008a, 2008b), Britseid Lehmkuhl (2007), Keohane, Moravcsik, and Slargf2000), and Stone Sweet
(1994, 2009).

2 After Majone (2001), Rogoff (1985), and Stone Swige94).



are typically chosen for their personal competeand authority, placed under specific rules of
accountability, and expected to act on the basighefr personal judgment in an independent,
apolitical manner. Examples include central bankguslges, and representatives of epistemic
communities. As a consequence of their mandatstees will advertise their dissents with the
politicians who nominated them because doing seases trustee credibility. A traditional agentgloe
not behave in this way.

Indeed, the most remarkable shift vis-a-vis thditi@nal principal-agent framework is that a treste
does not serve the interests of those who chosbutaather the interests of third parties, thos® w
are at the receiving end of monetary policy or dispresolution, for example. She therefore
constitutes aollective interest in the service she delivers and alsandates “a public’, who may
become interested in entering a specific discursiteraction with her. Thus may emerge an
embryonic notion of parallel delegation to this isuational entity—or, say, some form of recognition
or implicit confirmation by third parties. In an radtedly fragmented way, a public—private rule of
interaction may then take shape between regulatbttee emerging public.

This trend is consonant more generally with thesddrend: the increasing capacity of international
organizations to evolve, self-adjust, and resolylatdral disputes—for example, via developing
international administrative law, formal rules @view to monitor state compliance, peer pressure,
and so forth. The mutual recognition and quotatibrdecisions rendered in different organizations
typically help them coordinate on stable thougtoiinfal rules of interaction. In such an environment,
the concepts of tipping points, coordination foensl generic expertise accumulated in organizations
have their greatest influenée.

Yet compliance is never fully guaranteed, and gowvemts may always opt in and out of
arrangements depending on their short-term cosefitetrade-offs. This pattern is of critical
importance on the frontier of international polimaking—where rules and regulatory trade-offs are
not settled and stalemate is a constant threat. Whdd Trade Organization is a straightforward
example: thanks inter allia to the dispute settleimmechanism, past settlements are generally
enforced and adjustable at the margins; howevey, ettension of free trade to new domains
immediately brings out the “realist” interaction rditional interests (as occurs when the liberatinat

of services or agricultural trade is proposed).

Finally, public opinion and international civic @mgzations remaioutsidethe conference buildings.
Intergovernmental organizations may hold pressarenices, maintain rich websites, and meet with
representatives of associations, but in no caséhese outsiders actually participate in the formal
decision making. Hence these more competent antérbebordinated IGOs would not help
establishing an integrated international public dom-nor a corresponding international civil
society—in either the liberal or Gramscian sensareéMgenerally, this evolution would support
international policy-making and offer a more supiper environment to agents, though without
affecting their core individual rights — they woulddeed remain anchored in national delegation
compacts.

This marks the exact limit beyond which this scenamould not extend. It is in fact the counterparty
to the broad participation of most states in thegeements and assemblies, howsoever despotic their
character. The Chinese and Russian governmentsjetttion just two examples, are not much
concerned with the demands of (mostly Westerncailitants; but they would not admit that their
own citizens may leverage internationally agreedrupules or rights on the domestic scene—
specifically, the political one. For this reasorgsindespotic states, which are often willing tadaty
common regulatory norms in the economic field, ménedess maintain a strong hold on just how
enlightened the contemporary neodespotic intematiorder may become. This level of control is
ultimately reflected in the rather narrow legitiggarinciple that underpins this scenario—namely,
accountability.

2 Barnett and Finnemore (2004), Finnemore and Sikl998), Reinalda and Verbeek (1998, 2004).



5.3. The Confederation

The confederation represents the most direct evolubto a more settled, intergovernmental regime
although it would require that individual rightseasubstantially though indirectly affected. Much
stronger mutual guarantees than in the previous types are built in regarding compliance, formal
integration, and especially private rights. Hertoe potential impact on the international divisidn o
labor is substantial although ultimate delegatibeavereignty and definition of basic rights rematn

the national level. Indeed, the confederative malalproject driven by the elites, and becauseetit
consent is solicited ex post rather than ex argeistbn makers can easily design arrangements that
accommaodate their vested interests.

Beyond, the first main feature of a confederatientiiat IGOs in charge of producing the most
important public goods (e.g., climate, trade, fomgcurity, health) increasingly take a
constitutionalized form. In particular, the defiait, adjudication, and enforcement of norms (ilee,
three Montesquieu powers) tend to be delegateceparate but mutually controlled bodies. This
institutional architecture is thus more comprehemghan that of the previous cases, which were
characterized by straightforward agency and trgsige In this case, the division of authority ahd t
procedural safeguards are much more sophisticatddbanding: governments want to have more
guarantees from IGOs, although these mechanisnscpias well private interests against abuse.

Second is the increased opening of national legddre—that is, the mutual recognition of private
rights and court judgments. Although states rentlagnultimate guarantors of their respective legal
orders, they also recognize the rules of justicgliegh by others and enforce them with minimal
scrutiny® This is hardly a new trend: protections grantedoreign merchants are as old as long-
distance trade; and, as stated before, the presiestare generally much more liberal than those in
effect before World War Ill—especially within Eurgpahere integration of the national judicial
orders is a key element of the Single market. Tigisd, whether evidenced in Europe or beyond, is
visibly constrained by adhesion of member-states stronger concept of a community of rights: one
that encompasses operations of the rule of law dmwprivate agents. Citizens should indeed
acknowledge and accept that they could be direaffigcted by court judgments made abroad and
under a legal order that differs from their own.isThvould be the conditions for much easier
communication and transactions across borders.

5.4. The Federation

If the elites fail to establish an enlightened ddispregime or an elite-protecting confederatidrert
citizens and merchants may take the initiativethig point, if they reject the go-it-alone optiohexit
then they might attempt to gain direct control ¢ tglobal public sphere and to negotiate a new
sovereign delegation. Unlike the previous scenaiiosvhich advocates for change mainly targeted
transaction costs, in a federal scenario any coscapout efficiency or profits would be subsumed by
the more universal principles of common good anghkgghts. Such an outcome could transpire as a
citizen’s uprising, where affirmation of the priptes of equality and liberty galvanizes action and
leads to the tearing down of an unjust and ineffitiorder. In Weber’'s terms, the leitmotif of
mobilization would be the “substantial” irratiortgliof the old order rather its “formal” irrationsgfi
which dominates in the two previous models.

Because the resulting federation would includeralividuals, its main feature would be its univérsa
egalitarian character: basic rights of citizenshp®perty rights, and open access would be gigball
established so that all levels of governments (gipal, provincial, national) would have to abide by

%0 See Slaughter (1998) and Teitz (2005).



them. As a result, no legal or jurisdictional olotga would remain to hinder the free circulation of
individuals, social movements, ideas, or propdetyfranchisement—and thus the capacity to contest
economic competitors and rulers—would then be makirBocial and economic exchange could
extend within a single civil realm; in this evetitge present-day anarchic international order wéeld
abolished, as it would within any nations that vabatihere to such a federation.

The second remarkable feature of this scenaritsidisentanglement of bureaucracies and the legal
order—and hence the end of states as historicaljyirggent entities. Indeed, a world federal order
need not merge national states into some “gloladé’stit would more likely signal the emergence of
an original and more promising political ord&iOn the one hand, the hierarchy of norms would be
established globally, so that the realm of civid @sonomic action would be at last fully unifiech O
the other hand, this global jurisdiction would bstiumental in reallocating the provision of public
goods among levels of government; equal rights edsloice transaction costs among bureaucracies.
Therefore, collective preferences and efficienayosons (economies of scope and scale) would at last
structure the division of labor among them: consitiee political decentralization may (or may not)
eventually be observed, as national states wouske tleeir stranglehold on a mass of public polities.
For instance, social security systems may propegiyiain associated with national communities
whereas monetary policy might be structured in $eraf optimal currency areas, and local
jurisdictions would likewise apply to groundwatersins and school manageméht.

The overall result is that sovereignty as a trisdtgeof rights would be global and unified, whereas
sovereignty as government or agency would be diged among different levels of political ordering.
Depending upon the extent of their respective deleg, local governments would establish their
legitimacy on four principles of increasing imparta: efficiency, accountability, fairness, and
representation—with the last being required foraten. Finally, citizenship would no longer be
concentrated in a single political delegation. Bdpasic rights would indeed establish the notiom of

shared global citizenship. But solidarity and theveynment of local commonalities may also
perpetuate a sense of affiliation or allegiance.

6. Conclusion

This article offers a framework for analyzing tlead-term evolution of political and economic orders
in terms of delegation received from or withdrawnifdividual agents. Enfranchisement derives from
what and how agents agree to delegate, hence hy limited capacity to negotiate binding
agreements with rulers. This agent-based, incegtivepatible approach then shapes a core
interaction between the ongoing, long-run bargainrights and the independent dynamics of the
social division of labor—say, civil society and rkets. The distribution of rights (i.e. their beimgpre

or less equally distributed) then helps to accdantifferent long term patterns of development in
both the states and the economies.

Today however many agents have obtained a hugeidodi franchise that allows them to trade and
organize far beyond the borders of their natiotaies The consequence is that governments are not
only challenged domestically. It has also becomeenamd more difficult for them to address the new
interests and preferences that emerge from thiawdimg, international division of labor. The
international scene is indeed badly managed, itsnative infrastructure is fractured, and the
distribution of individual rights is hugely unequalhese facts justify its characterization as

%1 This marks another difference with Wendt's mottehis view, the so-called legacy states becomesilcealizations of a larger state” that
concentrates on “legitimacy, sovereignty and age@siendt, 2003).

%2 |n other words, the principles of fiscal fedenadimould rule. See Figueiredo and Weingast (2008)@ates (1999, 2005).

33 At this point, and following Alesina and Spolag@003, chap. 9), we could also suppose that aesilegial order would allow only a
partial reduction in the transaction costs implgdnultiple jurisdictions, so that some incentivesuld remain for bundling them.



neodespotic as well as its potential for contemtatreform, or rebuilding. From this account, we
derive four long-term scenarios of political reaidg, one of which (the “federal” scenario) would
entail disappearance of the classical nation-dbai# on the conjunction of a legal order and a
government bureaucracy.

However, two broad questions have not been addtesgen though they clearly hang over this
discussion. First, our framework assumes that thienpial for a comprehensive evolution of the
global political order would be bounded by the @Etesice of despotic national regimes. In other
words: we modestly and parsimoniously concur witbusseau and Kant, who argued that a
community of states would be built by republicsyorAn open and indeed classical question is
whether international exchanges and cooperation may time, affect the domestic bargain between
rulers and citizens and then possibly feed backinagaernationally. For example, an internal
dynamics of judicialization and liberalization mgake hold in despotic countries and progressively
change the rules the game. Alternately despotiestaay socialize constructively and negotiateetrad
agreements without ever losing control over the efstio rules of the game (i.e., their legal ordgr).
fact our response to this alternative is very sampive just don't know.

The second question is suggested by the interrstiorancial crisis that began in 2007. A mass of
private agents had been endowed with exceptiotalte rights to invest and speculate worldwide.
They then accumulated globally unsustainable stadkBnancial assets whose collapse called for
massive intervention by national regulators: leadeir last resort, bankruptcy courts, and national
budgets. These events indicate that the time lagda®m an expanding, private-led division of labor
and the slow-moving process of international peditireordering may not be manageable. Markets, in
other words, would be doomed to overextend and tb&ench without ever allowing for supportive
global rules and policies to be put in place. Cydégreat reversals would then rule, although iwith
inherited state borders.

34 Polanyi (1944), Rajan and Zingales (2004).



Table 1. Four Global Scenarios

I nter state cooper ation I nter state cooper ation
disappears structurestheinternational
order
Individual franchises are affected Federation Confederation
by theinternational order
Individual franchises areonly Hegemony Enlightened despotism
national




Table 2. Four Ideal Typesof International Order

Palitical mode

Hegemon

Enlightened
despotism

Confederation

Federation

K eeper of delegation

Dominant national

National states

National states

states Global federation
International order Anarchy without Society of states Cosmopolitan
institutions democracy
Compliance Asymmetric Coordination and National courts as Constitutional
coordination multilateral international enforcers
cooperation
Inter national Arbitration under Ad hoc courts and Ad hoc sectional

judicial orders

anarchy, domestic

trustees, case-based

constitutionalization,

Integrated judicial

D

international law lawmaking administrative review
order under a suprem
. . . . court
Domestic legal Self-contained and Self-contained Mutual recognition qgf
orders asymmetric national legal orders
Rule of legitimacy Private efficiency Accountability Fairness Repreatnh

Present policy model

Dollarization,
voluntary recognition
of norms

EU trade policy

Schengen rules,
acquis
communautaire

EU antitrust
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