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University of Zurich1

Efficiency in the sense of a favorable relationship between outputs and inputs cannot 
be determined for an international organization because it is impossible to generally 
establish an aggregate preference. Rather it matters how far the preferences of the 
individual citizens arc fulfilled. The extent depends on the interaction among the 
major decision makers (citizens, government, national representatives and the inter
national organization itself) which is guided by the existing rules. Rules may be 
suggested which induce the actors to respond to the citizens’ preferences, such as 
competition between suppliers, fiscal equivalence, and direct referenda on internat
ional organizations.

1. Output and efficiency

In the media as well as with insiders quite clear views exist about the 
performance of international organizations. Thus, the United Nations arc 
often claimed to be inefficient, and especially Uncsco to produce a huge 
amount of waste (c.g. Hiifncr and Naumann 1986). On the other hand, 
the financial institutions of the UN, the World Bank and the Internatio
nal Monetary Fund, arc often more favorably considered; they arc 
commonly said to perform their tasks quite efficiently.

Various studies have sought to determine the “efficiency” with which 
international organizations act. However, the term “efficiency” has va
rious meanings and ranges from the narrowly defined input-output rela-
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tionship to the concept of efficiency as the fulfillment of the individuals’ 
preferences. The Joint Inspection Unit, c.g., has been established to look 
at administrative efficiency in the UN system. But their members may 
not attack the larger questions,1 in particular whether a “useful output” 
is produced. This is a political issue which may not be discussed and 
evaluated by an administrative unit within the system itself. Countries 
which threatened to, or actually did, leave an international organization 
have produced reports on their functioning (General Accounting Office 
1984, Falk 1975 for the United States) in order to prepare, and justify, 
this decision. Scientific analyses on the efficiency of international orga
nizations arc almost nonexistent because of the fundamental difficulty 
of defining and measuring what the output is (sec c.g. Lcff 1988). A ty
pical example2 of such an effort is the study by Scoblc and Wiscberg 
(1976) on international human rights organizations. They consider three 
types of indicators of ’effectiveness’: (a) the survival and growth of an 
organization; (b) the growth in legitimacy; (c) direct indicators such as 
the number of political prisoners released, the change in government po
licy effected, and the downfall of repressive regimes.

' There arc two definitions of efficiency in economics, the traditional one excluding, and a 
more recent one including, transaction cost. For the substantial difference sec Stephen Margolis 
(1987). For various efficiency concepts sec Luckenbach (1988), and for applications to bureaucratic 
organizations see Murray (1987).

2 Olson and Zeckhauser (1966), Tollison and Willett (1976), Dreyer and Schotter (1980), San
dler (1980), Fratianni and Pattison (1982), Frey (1984), Vaubcl (1986, 1989), Frey and Schneider 
(1986), Faina, Fraga and Iglesias (1988), Paldain (1988), Luckenbach (1988), Fratianni and Pattison 
(1989).

Indicator (a) would only be useful in a competitive environment in 
which only efficient organizations survive and grow. If such conditions 
do not hold, which is almost always the case in the international sphere, 
this indicator lakes inputs to measure efficiency, which is, of course, mi
staken. Indicator (b) is not useful as long as it is not clearly stated how 
this legitimacy is to be measured. Finally, indicators (c) are partial only 
and do not allow a comprehensive view of the performance of an inter
national organization.

In principle, economists could employ an optimizing approach 
stating c.g. the marginal Pareto conditions which must obtain for an op-

' Nor the smaller ones. The performance of the staff may only be evaluated in an approving 
way. Even the rating “‘Adequate’ is deprecatory and would give a staff member the right of appeal, 
so even officials who can recognize poor work when they see it end up rating all staff work as ‘Out
standing’ or ‘Very Good’ (Ramsey 1984, p. 391). This is just one instance of the more general phe
nomenon that organizations established to control other organizations arc ineffective, and by their 
use of resources even lead to further waste (see Downs 1967, 147-150)

2 Other examples are Williamson (1983), Ramsey (1984), Bertrand (1986), Lagcrgren (1986), 
De Scnarclans (1988), Feinberg (1988), Nicholas (1988), Fratianni and Pattison (1989). 

timal allocation of the resources used by international organizations. A 
particular unit’s efficiency could then be determined by calculating the 
efficiency losses compared to Pareto-optimality. While this seems to be 
possible in general terms,1 an application to specific international orga
nizations would again require a definition and measurement of output. 
Moreover, the optimizing approach analyzing the allocative efficiency 
of a particular organization is subject to the “Nirwana” critique (Dcm- 
setz 1967): a real life institution is compared to an unattainable ideal (as 
described, c.g. by Baehr and Gordcnker 1984, Franck 1985). Modern 
Political Economy rightly rejects such an absolute approach. Rather, ins
titutions existing in reality (or which are within reach of being realized) 
need to be looked at from a comparative perspective. In the case of in
ternational organizations the problem arises of how performance can be 
compared. As no ready output indicators exist which could be used for a 
comparison between such organizations, the researchers have to either 
fix indicators according to their own ideas (which may be done in an ar
bitrary way), or they have to step back and compare some sort of cost- 
effectiveness indicators or even simply inputs. In cither case this proce
dure is incompatible with the fundamental assumption of the economic 
approach, namely that the preferences of individuals arc the only stand
ard of evaluation.

Within Political Economy there have so far been only a few analyses 
of international organizations2. Our intention is to show that the domi
nant approach taking nations as actors can usefully be supplemented or 
even outperformed by an approach based on methodological individua
lism. The situation is particularly apt for applying contractual constitu
tionalism.

The following section 2 argues that an international organization’s 
efficiency cannot be determined as a matter of principle. We thus claim 
that the problem docs not lie on the measurement level - where it is 
identified to lie by those approaches seeking to quantify efficiency - but 
much deeper. As a consequence, in section 3 a different approach is
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used, looking at international organizations in terms of a relationship be
tween various principals and agents, also considering possible coalitions 
among them. Based on this analysis section 4 draws policy conclusions.

2. Efficiency or waste lies in the eye of the beholder

2.1. The impossibility of defining output

Efficiency, or its antonym waste, being a relationship between output 
and input, can obviously only be determined if the performance, or out
put, can be identified. If in an organization there is only one output, 
there is no problem. However, it is a fundamental characteristic of such 
a complex institution as an international organization that it docs not on
ly undertake one activity and pursue one goal, but several different ones. 
Each member of the organization has different preferences with respect 
to the relative importance of these activities. To give an example of an 
international organization, three activities or goals arc distinguished, say 
the pursuit of world peace (P), the promotion of economic growth (G), 
and the achievement of justice (more equal world income distribution) 
(J). Consider three members of an international organization (Mi, Mi, 
Mj) with the following preference orderings:

Mi: P> G > J
M2: G > J > P
M3: J > P > G

(where the symbol > stands for ‘preferred to’). Under these preference 
patterns and using the simple majority rule the members cannot agree 
about the relative weights to be attributed to the three activities. Ob
viously this is a case of the Condorcet paradox producing cycles. There 
is no non-dictatorial way to define the output or the collective welfare of 
an international organization based on the preferences of the members. 
This result applies generally (see Arrow 1951) provided four conditions1 
apply. Output can, of course, be defined if it is done diclalorially by a 
member having the position of a hegemon in the international system. 
This case may have obtained when Rome, Britain and the United States 
were dominating the world, but it is not relevant under present condi
tions.

1 It is, of course, always possible for someone to arbitrarily define the level and mix of output 
which may then be compared to inputs. It is argued here that such a purely ‘technical' concept of ef
ficiency is not socially relevant. Whatever the outcome of its measurement, it will be accepted by 
those who have an interest in the international organization being considered efficient, and it will be 
rejected by those who want to sec it considered inefficient; definitions do not help to gel around the 
basic social problem of preference aggregation.

' The Pareto principle, the unrestricted domain of preferences, the independence from irrelevant 
alternatives, and transitivity.

The members may agree on what constitutes the output of an inter
national organization if the members’ preferences arc sufficiently simi
lar. The activities and goals of international bodies being complex and 
multi-dimensional, an agreement is possible only if the preferences of 
the members arc practically identical (sec Plott 1967, Kramer 1973), a 
condition which docs not apply in reality in view of the inter-country 
differences with respect to goals and resources. As shown by Sen (1970, 
p.123-4), Arrow’s impossibility theorem may be generalized to cardinal 
individual utility functions. If the (three) members i (¡=1,2,3) have diffe
ring views about what is to be considered output Xi of an international 
organization

Xi = fi(P,G,J)

it is not generally possible to derive aggregate output

X = h(f],f2 , f3) = H(P,G,J).

It follows that the attempt to define and to empirically measure the out
put and therewith the efficiency of an international organization which 
would be of relevance to its members1 is futile: Whether a particular or
ganization is ‘efficient’ or ‘wasteful’ cannot be determined objectively 
but lies in the eyes of the beholder. Thus, even if the United Nations 
Headquarters in New York with its thousands of employees did not pro
duce any output except providing a place for representatives of various 
countries to meet and talk, and even nothing followed from that activity, 
a UN member can still consider the organization to be ‘efficient’ if that 
activity is valued sufficiently highly. The counter-argument that this out
put could be provided al lower cost (without the many thousand em
ployees) docs not hold if the particular member for some reason or other 
believes that the international bureaucracy in the background is needed 
as a precondition for an international meeting place.
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As the performance of an international organization cannot be uniquely 
determined if individual preferences are to count, the output oriented 
analysis must be dropped (all the more as it cannot be empirically han
dled). A different approach must be sought: the performance of an inter
national organization must be seen to emerge from the action of the rele
vant decision makers. Such decision makers arc the organizations’ direc
tors and other groups of employees, the national representatives (dele
gates), the national finance ministries and bodies extending credits, na
tional parliaments, interest groups and bureaucracies, and individual vo
ters and tax payers. The view thus shifts from the (vain) attempt to de
termine output to an analysis of the interaction of the decision makers 
relevant in an international organization. The only way to evaluate and 
influence performance is to analyze and set the rules under which the 
interaction takes place (sec Buchanan 1977, Frey 1983, Brennan and 
Buchanan 1986). Particular outcomes arc connected with particular 
rules through the behavior of the decision makers. Provided an adequate 
theory of behavior is used, rules may be chosen in order to determine 
the resulting outcome.

It follows that no ‘output’ or ‘efficiency’ of an international (or go
vernmental) organization exists independent of the prevailing rules or 
institutions. When the rules arc changed, the concept of ‘output’ and ‘ef
ficiency’ changes, given the preferences of the organization’s members. 
Rules must therefore be the cornerstone of any analysis.

In an international environment in which (at least some) countries 
arc sovereign actors, and in which no hegemon or global government 
exists which can simply force other nations to comply with its wishes, 
the rules or institutional arrangements may not be imposed from outside. 
They can only be set by the voluntary consent of all the decision makers 
engaged in the organizations. Countries would not participate in an in
ternational organization if they would not find it advantageous to do so 
(compared to the alternative of not joining) and arc therefore willing to 
agree with the set of rules. In the case of such organizations the mem
bers cannot be forced to accept particular rules because no world go
vernment exists having the power of enforcement (see, for a practical 
example, c.g. Halderman 1981, p.26-28). A unanimous consent about 
the rules is achievable because each member has to decide behind the 
veil of ignorance, i.c. without knowing in which position it will be in the
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future (see e.g. Buchanan and Tullock 1962). While complete uncertain
ty about the future position usually docs not obtain - a rich member may 
c.g. expect with a high probability to remain rich in the future - the veil 
of ignorance nevertheless induces the members to take a more objective 
stance. Short run egoistic interests tend to be set aside in favor of consi
dering several future long run developments. As a consequence, the 
members, especially those engaged in the foundation of the organiza
tion, may be able to find rules which are expected to be advantageous to 
each one of them. Countries joining the organization later will have 
smaller range of taking influence on the rules and the structure of the or
ganization.

This approach concentrating on rules and the behavior of the rel
evant decision makers will be applied in the remaining part of (he paper. 
The criterion of ‘efficiency’ changes from a consideration of technical 
aspects (X-cfficicncy, cost comparisons) to one of the fulfillment of in
dividual preferences. This shift is not without difficulty in the case of in
ternational organizations, because there is a very large distance between 
individuals and international organizations.

3. Principals and agents

The relationship between the principal, the individual citizens of a 
country, and the agent, the international organization, (sec Jensen and 
Mcckling 1976; Fama 1980) is therefore decomposed into four parts:

(a) Citizens - government (within a country);

(b) Government - national representatives to an international organiz
ation;

(c) National representatives - management of an international organiz
ation;

(d) Management - employees within an international organization.

In order to simplify the analysis, the fourth principal-agent relationship 
is not further analyzed; it is assumed that the bureaucracy of an interna
tional organization is a unitary actor. We thus concentrate on the rela
tionship between citizens and the international organization with the go
vernment and the national representatives being intermediary actors.
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The relationship between the actors identified should not be seen so
lely in terms of the principal (trying to) impose its will on the agent. 
There may also exist coalitions among actors with the intention of gai
ning at the cost of the actor outside the coalition. In the context of inter
national organizations there are two such coalitions which arc of parti
cular importance:
(i) The ‘political’ actors - the government, the national representatives, 

and the international bureaucrats - may form a coalition against the 
individual citizens. This is well possible because the voters/tax- 
payers have little incentive to inform themselves about politics in 
general, and international organizations in particular, due to the 
well-known free-riding effect: being well informed constitutes a pu
blic good.

(ii) A second coalition may arise along the national-international dimen
sion. The actors involved in international diplomacy - the national 
representatives and the international organization itself - may form a 
coalition against the nations as members, i.c. against both the 
national government and its citizens. Again, such a coalition may be 
based on an information asymmetry, because the national actors in
cluding the government have little incentives, and find it difficult, to 
become well informed about an international organization’s activi
ties. If a country is no hegemon - and by definition this affects al
most all of the countries existing - collecting and evaluating infor
mation on an international organization has a strong public good as
pect, because one country knows that it can change little.

The three principal-agent relationships (a), (b), and (c) relevant in the 
context of international organizations will now be discussed by analy
zing the behavior of individual citizens (subsection 1) and of the natio
nal representatives (subsection 2).

3.1. Citizens
In all countries foreign policy is undertaken by government and its pu
blic administration. The citizens have little influence on the way inter
national organizations are dealt with. It is but one of the many issues on 
which elections are decided. In large countries, such as the United 
States, foreign affairs are generally of little importance in national elec
tions (Alt 1985). Involvements in international organizations being only
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a small part of foreign policy, the politicians competing for office and 
attempting to remain in power, have a large discretionary leeway in how 
they deal with international organizations. Whatever their intended or 
actual policy towards them is, it at least plays a marginal effect in the 
electoral contest. In small countries, foreign policy and therewith the 
policy towards international organizations is of somewhat greater im
portance1 but it is still much less relevant for gaining or retaining power 
than are domestic factors.

Besides formal voting, the individuals may to a limited degree also 
influence foreign policy decisions through voice, in particular via the 
press and public opinion surveys (sec c.g. Kay 1977 for the views of 
American citizens concerning the United Nations). This instrument for 
monitoring the government as agent is, however, again of limited effec
tiveness. Voice can only be raised when an international organization is 
obviously not serving the particular citizens’ interests (c.g. when it pur
sues actions in which the citizens’ preferences arc harmed), or when 
large scale scandals (c.g. clearly visible cases of ‘waste’ or mismanage
ment) occur. Only in these cases may voice raised by citizens (mainly 
through the media) induce the government to take action (i.c. to try to 
induce its representatives to appeal for a change in the international or
ganization’s behavior). This happened several times in the United States 
where many voters expressed misgivings about the way their country fa
red in the United Nations, and there were demands to reduce the finan
cial contributions or even to leave the organization. The government had 
to react, but most delegates (diplomats) pointed out the great usefulness 
of the UN to the US, identifying ‘national’ interests with their own inter
ests.

In the few countries with institutions of direct democracy, the citi
zens may influence more strongly their government’s policy towards in
ternational organizations. An example is Switzerland where there was 
recently a referendum concerning that issue. On March 18, 1986 the ci
tizens were asked whether Switzerland should join the United Nations 
as a full member. In the preceding campaign the delegates (up to then 
having the status of observers only), other diplomats, and moreover the 
rest of the political establishment - the members of the federal executive 
and parliament, the top bureaucrats of the federal administration, and

' This argument relies on the assumption that the relative competitiveness of international 
organizations vis-à-vis international markets is the same in large as well as in small countries.
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the media - were unanimous in urging entry. Visible opposition was rai
sed only by some marginal groups of voters. All the more surprising was 
the result of the vote: 75% of the Swiss voters rejected the proposition 
and not one single canton could muster a majority for it (the rejection 
rate was in some cantons up to 89%). Only rarely do referenda in Swit
zerland have such a clear outcome. In the Swiss press the rejection of 
entry into the UN was heavily criticized. The citizens were accused of 
being uninformed and incompetent. Political Economy suggests a quite 
different interpretation. Assuming that the voters are both capable and 
willing to decide rationally, it must be concluded that the overwhelming 
majority of Swiss citizens did not expect any net benefit from joining 
the UN, given the rules which presently apply within the United Na
tions.

3.2. National representatives

Most studies analyzing the behavior of international organizations (in
cluding political economy approaches) take nations to be the relevant 
actors (e.g. Keohane 1984, Bernholz 1985, Krasner 1985). While such a 
view may be useful for a range of positive analyses, it is seriously de
ficient when policy is the issue (see for the example of the Cuban Mis
sile Crisis Allison 1984). In the context of international organizations it 
is not nations that act but rather country representatives. While they of
ten claim to solely pursue the ‘national interest’, the economic approach 
holds that they pursue their own interests. ‘National interest’ as percei
ved by the representatives is just one determinant of their behavior; ma
ny other, and more selfish, factors influence their behavior.

National representatives arc not directly elected by the voters but arc 
appointed by the government or by the heads of the national public ad
ministrations, in few cases by the national parliaments. The repre
sentatives may be politicians or members of the national bureaucracies 
(diplomats). These individuals do not have the same interests and arc 
not subject to the same constraints, but they arc sufficiently similar to be 
treated as one group.

Following the economic model, behavior is determined by prefe
rences and constraints. A representative’s preference function contains 
income, prestige, and a peaceful (conflict-free) life as arguments. These 
are all positively connected with the existence and growth of the inter
national organization to which they arc delegated. This positive associa-

The Political Economy of International Organizations 381
tion is strengthened by a self-selection process, because those politicians 
and bureaucrats with a favorable view of an international organization 
arc more inclined to apply to, and accept, such an assignment. For those 
representatives who arc appointed ‘contrc cocur’ cognitive dissonance 
tends to lead to a positive identification with the particular international 
organization. This positive association is perfectly rational because a po
litician or bureaucrat who is the delegating decision maker easily identi
fies the performance of the international organization with the repre
sentatives attached to it. Moreover, the national delegates may sec the 
international organization as a possible job provider. It is not rare for na
tional delegates who participate in the foundation and development to be 
thereafter offered high level jobs in such an organization.

Representatives are subject to a number of constraints:

-  Each delegate has to take into account the actions of other national 
representatives as well as those of the international organization’s 
administration (as far as it exists);

-  the representatives of the national administration sec to it that the in
ternational organizations do not interfere too much with their own 
functions, and in particular will oppose and prohibit actions of the 
delegates which tend to make them superfluous. The national minis
try of finance is interested in controlling the funds going to the in
ternational organizations in order to increase its influence. The dele
gates arc thus subject to financial constraints;

-  the national politicians who need to be reelected in order to stay in 
power make an effort to force the delegates to act in a way the poli
ticians conceive to be popular with the voters. The delegates must 
respect this demand to act in the so defined ‘national interest’ be
cause they depend in turn on the politicians to remain in their func
tion. Politicians also try to use international organizations by loa
ding on to them problems which they arc unable to solve at the na
tional level (Vaubcl 1986), as well as for their personal benefit by 
employing them as an arena to raise their prominence (e.g. to talk at 
a general assembly of the UN or other prestigious international or
ganizations; see e.g. Kaufmann 1980, ch.6). The delegates are indu
ced to support such goals.
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As a result of this constellation of preferences and constraints national 
representatives take the following role in the principal-agents relations
hip they arc involved in:

(a) As principals towards the international organization they arc suppo
sed to monitor, national representatives act in a loose way. They 
tend to be favorably disposed to whatever ‘their’ international orga
nization undertakes, and they make little or no effort to actively 
control it. Rather, they arc interested in portraying ‘their’ organiza
tion in as good a light as possible. If they succeed, they benefit in 
terms of the prestige of the international organization to which they 
are attached (which is good for their further diplomatic career), and 
on the other hand they get direct and indirect bcnciits from ‘their’ 
organization. This stance is strengthened by the knowledge that a 
national representative has extremely low means ofchanging the be
havior of a (usually large) international organization. Each one is 
well aware that any interference runs the danger ol provoking a dis
tributional struggle between the member states with negative conse
quences for the organizations's prestige. This even applies when the 
national representative is aware of what he or she considers to be a 
clear ease of inefficiency. Interfering with the purpose ot remedial 
action is very likely to come into conflict with the interests ol the 
other member slates (of whom, e.g. the inefficient bureaucrats re
sponsible arc citizens). The counteraction ol these other countries, 
as well as of the international bureaucracy itself, may threaten both 
the benefits which the national representative provides to its own 
national government and public adminslralion, as well as the bene
fits he or she reaps for him- or herself.

(b) As agents vis-à-vis the national governments as their principal, the 
international representatives enjoy considerable leeway. The natio
nal government is not able to induce the representatives to follow 
strictly what the government finds to be in its interest. Indeed, based 
on their great informational advantage, they may systematically de
viate from the government’s goals without much danger. In particu
lar, they act so as to induce the government to grant ever increasing 
funds to ‘their’ organization and they advocate foreign policies 
which further the growth and importance of the international organi
zation they arc attached to.
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4. Policy

Our discussion has shown that the relationship between the citizens and 
international organizations is not only indirect but that the intervening 
principal-agents relationships arc rather ineffective: (a) The citizens 
have little say on what policy their government pursues with respect to 
international organizations, (b) The national representatives have a large 
discretionary room, enabling them to deviate from the government’s 
goals, and to push for more funds and an extended role for ‘their' inter
national organization. As a result of the largely ineffective principal -  
agent relationship between citizens and international organizations, the 
latter act to a considerable extent independently of, and often contrary 
to, the preferences of the citizens as voters and taxpayers.

What has been said applies under the existing rules which govern the 
politico-economic process in (average, Western) representative demo
cracies. A change in these rules affects the behavior of the actors identi
fied and therewith the extent to which international organizations care 
for the citizens’ preferences. As the example of the Swiss referendum on 
the UN has shown, the introduction of elements of direct democracy 
may change policy in a rather dramatic way: While in Switzerland the 
government, the politicians, and the national representatives strongly 
wanted to join this international organization (and would have done so if 
it were a representative democracy), the citizens found their interests to 
differ and overwhelmingly refused io join. As a consequence. Switzer
land is not a member of the UN.

The fulfillment of individuals’ preferences being the normative foun
ding stone of economics, the question now arises what rules would 
serve the citizens’ interests (see Buchanan 1964). International organiza
tions may be induced to take the citizens’ preferences into account by 
establishing appropriate rules in two areas:

The first is to induce the national representatives to fight for the in
terests of the consumers / taxpayers, and to restrict them lo pursuing 
their own interests. This can be achieved by introducing the rule that the 
delegates arc lo be elected by the citizens, or al least by parliament in a 
public session. Another possibility would be lo regulate the career pat
tern of national representatives by rewarding them for pursuing the citi
zens’ interests, and punishing them for not doing so. Such a compensa
tion scheme is, however, extremely difficult lo devise. The individuals
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also want to make sure that the national interest groups do not exert un
due influence on the delegates. This may be achieved by imposing rules 
on the national political process to restrict their activity, or, preferably, 
by supporting the formation of otherwise unorganized groups (sec Frey 
1983, ch.7).

The second way to achieve that international organizations act accor
ding to individual preferences is via rules which facilitate their control. 
In addition to the possibility to hold a citizens’ referendum on whether 
to join or leave, the following rules which are to govern the international 
organization’s behavior arc of prime importance:

(1) Competition is to be allowed, and possibly created, so that the inter
national organization is forced to serve the individuals’ interests. 
Competition may not only exist from rival international organizations 
but also from alternative institutional arrangements for providing inter
nationally produced goods. While al first sight such competitive institu
tions seem rarely to exist, there arc in fact many instances in which se
veral international organizations arc active in the same field, and in 
which there is at least some competitive pressure. Examples arc the Red 
Cross and Amnesty International (a non-governmental international or
ganization) which are both active in the care and bringing about the re
lease of political prisoners; the United Nations General Assembly and 
the Summit Meetings where the heads of governments of industrial na
tions meet for consultations; or ad hoc banking consortia which arc ac
tive in international public debt negotiations together with the UN’s fi
nancial institutions. In all these cases, competition is weak and always 
tends to be restricted by the international organizations involved, it ne
vertheless forces the international actors to perform better than other
wise. The citizens have an interest that rules arc established which pre
vent the restriction of such competitions and, above all, do not give a 
monopolistic position to any one international organization.

(2) Exit is to be made easy. Such rules weaken the possibility of the in
ternational organization’s administration to disregard the interests of the 
citizens of any member state. However, the citizens of a particular coun
try would not profit from too lenient exit rules, because in that case the 
international organization threatens to break down due to free riding in 
so far as it produces international public goods. This consideration only 
applies in the case of true public goods; however, administrators of in
ternational organizations have an incentive to define as public a wide
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range of goods which do not share the characteristics of non-cxcludabi- 
lity and non-rivalry. The more international private goods arc produced, 
the more lenient the exit rules should be formulated from the point of 
view of individuals.

(3) Output is to be partitionable. Such a rule allows the delegates of a 
member country to support those undertakings which arc beneficial to 
the residents of his (her) country, and to resist those that arc harmful. In 
the extreme, this rule makes it possible to ‘exit in steps’, as has, for in
stance, been done by the United Stales and France in the United Nations 
(sec c.g. Brinkmann 1978, Koch 1984, 1987).

Conversely, it is in the individuals’ interest to prevent the internatio
nal organization from confronting the member countries with an all or 
none budget proposal. As has been shown by Niskancn (¡971) in his 
theory of bureaucracy, fixing the options between which can be decided 
gives an organization the possibility to exploit the willingness to pay of 
those demanding its services, and enables it to expand its budget far 
beyond what is desired by the demanders.

(4) There is to be fiscal equivalence (sec Olson 1969, 1986): those na
tions with a larger financial contribution should also have a larger say 
(i.e. a higher ‘voting power’ according to the Shapley/Shubik or Ban- 
zhaf index, sec Dreyer and Schotler 1980) in how the money is to be 
used. If this equivalence is not guaranteed, an inefficient use of Ihc 
scarce resources is programmed. A country, for instance, which makes 
only a minor financial contribution but which has the same voting po
wer as all the other contributors, is rational to always vote for the expan
sion of the budget, even if it benefits only little therefrom (c.g. only by 
the fact that some nationals arc additionally employed).

In the financial organizations of the UN system the rules on the dis
tribution of votes and the voting rules arc more in the spirit of fiscal 
equivalence than in other UN-organizations. This may explain why the 
World Bank and IMF arc often considered to be efficient. In the Interna
tional Monetary Fund, each member country receives 250 basic votes 
(but these make up only 4% of the total vote), and one vote for each 
100,000 units of special drawing rights contributed. The resulting distri
bution of contributions and of the voting power is shown for selected 
countries in the table.
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Table: Distribution o f financial contribution and voting power in the In 
ternational Monetary Fund for selected countries (April 1989):

Source: International Monetary Fund, Annual Report 1989, Washington D.C.

Member state Quota:
General and SDR 
Departments, 
percentage of total

Voting Power: 
General and SDR 
Departments, 
percentage of total

1. United States 19.92 19.14
2. United Kingdom 6.88 6.63
3. Federal Republic

of Germany 6.00 5.79
4. France 4.98 4.81
5 .Japan 4.69 4.53
6. Saudi Arabia 3.56 3.44
7. Italy 3.23 3.16
8. China 2.66 2.58
9. India 2.52 2.47

10. Netherlands 2.45 2.41

Cumulative shares in
percent for the first
ten nations 56.89 54.96

As may be seen, the United States, for instance, contribute 19.9% of the 
budget, and have a voting share of 19.1%. In the World Bank the situa
tion is quite similar. The United States contribute 23% of the total sub
scriptions, and have a voting share of 20.8%.
(5) The ‘government’ or ‘board of managers’ of international organiza
tions is to be elected by popular vote. This may be done either directly 
(this may c.g. be envisaged for the commissioners of the European 
Community) or by some more indirect procedure. Such a voting rule 
would give the leaders of an international organization an incentive to 
pay attention to the preferences of the populations of the member 
nations.
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These rules with which to induce international organizations to care 
for the wishes of national citizens arc not exhaustive. Others may well 
be imagined and designed. What mattered was to show that several ef
fective avenues exist. The question remains, of course, of how to put 
such rules into reality. As has been pointed out al the very beginning, in 
a democratic setting such rules may not simply be imposed1 but may on
ly be arrived at behind the (partial) veil of uncertainty in a constitutional 
context. The fact that the constitutions in different democratic countries 
differ so considerably with respect to the voters’ rights in national deci
sions concerning international organizations shows that there is indeed a 
choice among such rules. The differences existing among the constitu
tions of international organizations show moreover that a choice is pos
sible in that respect too. The economist’s task is to analyze the proper
ties of rules which lead to citizens’ preferences being met by internatio
nal organizations, and to suggest ways to put them into reality. The vo
ters and taxpayers have to be informed about the effective rules which 
may be introduced, but in a democracy it is, after all, they themselves 
who have to decide.

5. Concluding remarks

Efficiency in the sense of a favorable relationship between outputs pro
duced and inputs cannot be determined for international organizations. 
The reason is usually seen in the difficulty of empirically measuring 
output but it is argued here that the reason is much more fundamental, 
namely the impossibility to generally establish an aggregate preference 
for the various outputs produced. As a consequence, the question of the 
(relative) efficiency of international organizations has to be formulated 
in a quite different way. In line with the basic normative assumption of 
economics, it has to be asked to what extent an international organiza
tion meets the preferences of the individual citizens of the member 
countries. (One could, if one so wished, also state that an international 
organization is ‘efficient’ if it fulfills the citizens’ wishes, given the re
source constraints.)

' 'Phis does not mean that the situation would be better in an authoritarian system. While, by de
finition, rules may be imposed there, the rules which are imposed are certainly different from the 
ones meeting the citizens’ wishes. Indeed, an authoritarian government can go much further in disre
garding the populations’s preferences and will try to impose rules which mainly further government 
politicians’ private interests.
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The extent to which citizens’ preferences are fulfilled by an inter

national organization is determined by the interaction of four major de
cision makers: the voters/taxpayers, the (national) government, the 
national representatives to the international organization, and by the di
rectors and employees of the organization itself. This interaction is gui
ded by three relationships (citizen-government; government-national 
representatives; national rcprcscntativcs-inlcrnalional organization) 
which refer not only to the control of the respective agents by the princi
pals but which may also consist in coalitions (in particular of the ‘politi
cians’ against the citizens, and/or the ‘ international’ against the na
tional actors). The analysis reveals that the intervening actors - 
the government and the national representatives -  enjoy con
siderable discretionary leeway, i.c. they have the possibility to 
pursue many activities disregarding, and even contradicting, 
the wishes of the citizens.

There exist many different rules with which the decision makers dea
ling with international organizations can be induced to follow more clo
sely the preferences of the individuals, among them the establishment of 
competition in the position of internationally produced goods, casing the 
countries to give up membership in an international organization, as 
well as approaching fiscal equivalence between financial contributions 
and voting rights. These rules regulating the behavior of international 
organizations will only be adopted if the voters can exert pressure on 
their respective governments to favor such rules, and if the governments 
arc able to induce their representatives to act accordingly. The citizens 
may exert a more direct influence on international institutions if the rule 
of direct referendum exists. In any case, the rules cannot be imposed but 
the economist as policy adviser may propagate the establishment of 
such rules. The more democratic the underlying conditions arc, the bet
ter arc the chances that the citizens recognize the benefits gained from 
such rules and will be able to put them into reality. ‘Efficiency’ in the 
sense of responding to the wishes of the population must thus not be 
viewed as a technocratic, but rather as a politico-economic concept.
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