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1. INTRODUCTION 

This chapter is about a controversy regarding the feasibility, and as a consequence 
the likelihood, of cooperation among countries on issues of transfrontier 
pollution. I want to contrast two theses, a pessimistic one and an optimistic one. 
Both of them are based on concepts rooted in economic analysis, and both of 
them claim additional support from game theory. Nevertheless they reach 
opposing conclusions. It is thus a challenging task to try to disentangle the 
arguments used on each side, in order to see whether the two theses can be 
reconciled or are intrinsically antagonistic. 

The structure of the chapter is as follows. Before entering into the dispute, I 
think it is important to remind the reader, in Section 2, of how economic 
analysis shows that cooperation raises a severe problem in international 
environmental affairs, and what the logical structure of that problem is. Section 
3 then contains a summary presentation of the two theses. Section 4 (which is 
the heart of the chapter) is devoted to a systematic comparison of their respective 
characteristics, and to a search for a conceptual framework for reconciling the 
two approaches. Section 5 concludes with considerations on the two basically 
different notions of 'stability' for coalitions that are at stake. 























Cooperation versus free-riding 41 

between countries, they can be given in the latter case an interpretation in 
terms of a formula 2 2 for sharing, between the countries, the aggregate abatement 
costs. 

Introducing this second kind of transfer in the characteristic function apparatus 
I have just outlined would definitely be relevant. While such transfers would 
not change the negative result obtained by CS with identical countries, they might 
reinforce the positive result of Botteon and Carraro with non-identical countries. 

5. CONCLUSION 

What is essentially at stake in this controversy is the stability of the grand 
coalition: are all countries likely to sign treaties in matters of worldwide 
transfrontier pollution problems? The above comparative exercise suggests an 
answer in the form of a further question: what kind of stability does one have 
in mind: (1) a passive stability with respect to singletons only, with 'passive' 
meaning stability without threat against defecting singletons? - this is the SSC 
view; or (2) an active stability with respect to all conceivable coalitions, with 
'active' meaning stability with the threat of playing Nash against defecting 
coalitions? - this is the GSC view. 

From a positive economics point of view, both concepts are defensible, and 
it remains to the analyst to find out which one is more often observed, and 
therefore more realistic. From a normative point of view, in which I would include 
the discourse of policy advisers, I cannot help thinking that the active stability 
perspective has stronger merits for two reasons: it embodies the reality of 
threats in a richer way; and it has shown that it lends itself to formulating explicit 
emissions and transfers policies that are both implementable and computable. 

Yet there is, of course, a long way, a very long way indeed, between what 
our modest models allow us to assert, and the immensely complex reality we 
are facing. But I cannot help being happy with theoretical thinking that gives 
some ground for optimism, because in this way it becomes possible that our 
intellectual and scientific activity contributes positively to the endeavours of 
negotiators and decision makers who are in charge of those matters. When theory 
can help them in a constructive way, I submit we do our job best. 

NOTES 
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