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The state of play in great
power transition. Part A:
The rise, fall and future of
liberal international order

G John |kenberry

Introduction

One of the great dramas of the twentieth century, played out in the wake
of world war and economic depression, was the struggle to build an open,
rules-based and liberal-oriented international order. After 1945, the United
States and its partners engaged in the most ambitious order-building effort
the world had ever seen. The result was a complex array of multilateral rules
and institutions, anchored by the United Nations and the Bretton Woods
system. Economic, political, military, environmental, global, regional —
across functional and geographic domains, a sprawling array of multilateral
rules and regimes were negotiated and put into place. The world pivoted
from an era of total war and economic protectionism to the construction of
a new type of international order — one that provided tools and platforms
to, among other things, reopen the world economy, stabilise monetary and
financial relations, reform and reintegrate Germany and Japan, launch the
European project, facilitate the building of modern welfare states, navigate
the decolonisation of Asia and Africa, and, under the banner of the United
Nations and the Universal Declaration for Human Rights, articulate a global
vision of human betterment.
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After the end of the Cold War in the early 1990s, this project of building
a rules-based order was pushed forward again. The collapse of the Soviet
bloc opened the way for the global spread of liberalism and rules-based
multilateral order. In an echo of the 1945 era, the United States and other
liberal democracies organised their efforts around building and expanding
global multilateral institutions. The North Atlantic Treaty Organization
(NATO) and the European Union expanded. Regional free trade
agreements such as the Asia-Pacific Economic Cooperation (APEC) forum
and the North American Free Trade Agreement (NAFTA) proliferated, and
in 1995, the World Trade Organization (WTO) was created. Countries in
Eastern Europe, East Asia and Latin America underwent economic and
political transitions to become more closely tied to this expanding order.
The proportion of democracies more than doubled, rising from just under
30 per cent of all countries in the early 1980s to almost 60 percent in the first
decade of the twenty-first century. By the end of the 1990s, Western liberal
democracies had reason to think that their twentieth-century struggle to
build a rules-based and progressive international order was largely a success.

Today, most observers would agree that this long era of multilateral order-
building is over. The rules and institutions built up over the last eight
decades are, variously, in disrepair, unravelling and contested — widely seen
within and outside the Western world as inadequate to the task of twenty-
first-century global governance. The world has moved on since the halcyon
days of the American-led world order, the unipolar moment and the
expansionary logic of liberal internationalism. The United States may still
be the most powerful state in the system, but it is widely seen as less willing
and able to provide global public goods and underwrite multilateral order
(Wolf 2023). Across the democratic world, populism and nationalism have
undercut old traditions of liberal internationalism and global leadership.
The United States — the self-appointed cornerstone of the old multilateral
order — is deeply divided at home, perhaps only one election away from
withdrawal from its alliances and multilateral commitments. Outside the
West, China and Russia are contesting both American hegemony and the
‘liberal project’ that stands behind the Western-oriented international order.
In the meantime, new problems of interdependence — climate change, global
health pandemics, technology revolutions and fragmenting financial and
trade relations — are calling for new forms of cooperation, doing so precisely
when multilateral cooperation itself seems to be receding. The demand for
global governance is going up, but its supply is going down.
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Stepping back, what explains this rise of the US-led liberal multilateral
order, and why is it in decline? And, looking at today’s fragmenting world,
where will twenty-first-century multilateral rule-making come from?

In answering these questions, I make four arguments. First, I make a set
of claims about the logic and character of the postwar liberal international
order, as it was built and evolved across the Cold War and post—Cold War
decades. It was a complex and interconnected ‘system’ of layered rules,
institutions, bargains and projects that emerged out of the economic and
geopolitical upheavals of the 1930s and 40s. At the centre of this order-
building project, led by the United States and its allies and partners, was
an effort to create a working international order — a sort of geopolitical
environment or ecosystem — in which these states could survive, protect
their values, institutions and interests, and manage the complex problems
of economic, political and security interdependence.

Second, I argue that there were five factors that pushed and pulled liberal
postwar order-building forward: (1) the United States, the powerful leading
state, had a basic interest in an open, loosely rules-based world political
economy; (2) there was a widespread belief across industrial societies that
the world economy would need to be ‘managed’ to achieve gains and prevent
instability; (3) there was a small group of like-minded advanced capitalist
states that dominated the system; (4) the Cold War and the US-led order
brought the United States, Japan and Europe closer together, fostering trade
and integration and muting disputes; and (5) liberal internationalism was
widely seen as a ‘political project’, a pathway toward advancement and
liberal modernity.

Third, the breakdown and unravelling of this US-led liberal international
order follows from shifts in the domestic and international conditions that
supported its rise: (1) the United States has become less committed to
fostering openness and paying the costs of the provision of global public
goods; (2) the postwar consensus on openness and joint management of
the world economy, organised around trade liberalisation, has weakened,
perhaps broken down; (3) after the Cold War, the system expanded beyond
the G7 countries, bringing in more countries with different agendas and
political/economic interests and visions; (4) US—China competition has
created new divisions that make multilateral cooperation more difficult;
and (5) there has been a decline in the appeal or seeming viability of liberal
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democracy and the vision of liberal modernity. In effect, the old political
foundations that supported the postwar liberal international order have
eroded — the ‘club’ of Western states that ran the system no longer hold sway.

Fourth, there is still reason to think that a reformed and reconstructed
system of open and multilateral order — perhaps more modest, less global —
is possible. But where will rule-making come from in this new era? I explore
four models of international rule-making: (1) constitutional rule-making;
(2) hegemonic rule-making; (3) coalition or club-based rule-making; and
(4) competitive rule-making. I argue that the last two types of rule-making
do provide some avenues for the rebuilding of multilateral order. The main
sources of multilateral rule-making in the coming decades will likely come
from coalitions or club-style groupings of states that promulgate their own
rules and regimes in various functional areas. These clubs may be more or
less open to new members, expanding outward as states make choices to
adhere to the rules and regimes in exchange for gaining access to the benefits
that flow from inclusion within them. Overall, international rule-making is
likely to be more fragmented and diversified. It is likely to come from the
grouping of like-minded states, working together in specific functional and
policy areas.

The logic and character of the postwar
liberal international order

In the decades after 1945, the United States and other leading states rebuilt
the war-ravaged world by forging a system of multilateral institutions and
regimes. It was a sort of explosion or ‘big bag’ of institution building.
Between 1944 and 1952, most of the global institutions that define the
modern system of global governance were put in place — the United
Nations, the Bretton Woods institutions, the General Agreement on Tariffs
and Trade (GATT) (later the WTO), the World Health Organization, and
the array of regional economic and security organisations. The destruction
of World War II and the economic and political upheavals of the interwar
period had left the world without a functioning system of international
relations. The old order, traced back to the 1919 Versailles settlement and
the League of Nations, was destroyed and discredited. The old European-
led order had collapsed, and a new distribution of global power existed. Into
this vacuum, the United States, together with the Great Britain, stepped,
wielding an ambitious agenda aimed at creating postwar order around
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a system of multilateral economic, political and security institutions.
The result was a sprawling system of intergovernmental rules, regimes and
organisations, anchored in the newly launched United Nations — what we
today call the US-led liberal international order.!

This system of multilateral institutions was not created in one fell swoop,
and nor did it reflect a single vision or agenda. In contrast to the settlements
of 1815 and 1919, the post-1945 order did not emerge from a grand postwar
conference. Rather, led by the United States, it was cobbled together in
a variety of unfolding settings, often driven by the practical imperatives of
getting economic and security relationships up and running. The problems
of rebuilding postwar order were unprecedented: how to get European
economic recovery going, how to reintegrate Germany and Japan, how to
organise a system of trade and investment, how to rebuild domestic capitalist
democracy, how to renegotiate the security ties between the United States
and other liberal democracies, how to establish postwar working relations
with the Soviet Union and how to design the United Nations in a way that
would prevent a return of great power war. Never had order-building been so
daunting and complicated. The violence and destruction of the war opened
up a space for new and ambitious ‘visions’ of international order, yet, at
the same time, the immediate problems of rebuilding the basic institutions
of economic and political life cried out for practical forms of cooperation.
Out of these lofty and pragmatic imperatives, a new form of international
order — liberal, multilateral and tied to American hegemony — took shape.?

Looking back, there were two central imperatives that oriented the diverse
and unfolding efforts to building postwar order. The first impulse was to
build a new set of relations among the advanced industrial democracies.
The goal was to solve the problems of the interwar collapse of the world
economy and the mercantilist and geopolitical threats to liberal democracy.
This was the vision of order articulated in the Atlantic Charter and Franklin
D Roosevelts call for a United Nations. The idea was to unite the liberal
democracies and ‘domesticate’ their dealings through a complex system of

1 For portraits of the post-1945 liberal international order, see Ikenberry (2011); Patrick (2009); and
Borgwardt (2005).

2 Theterm ‘liberal international order’ is of relatively recent vintage. The term ‘liberal internationalism’
began to appear in scholarly writings in the 1930s and 1940s and came into widespread usage in the
1970s. Foreshadowing the term, Norman Angell introduced the idea of ‘democratic internationalism’ in
a 1918 book on Western postwar cooperation. The first scholarly use of the term ‘liberal international
order’” appears to be in a 1999 article that I coauthored with Daniel Deudney (Deudney and Ikenberry
1999). The term did not appear in the New York Times until 2012.
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multilateral institutions, intergovernmental relations and joint management
of the Western system and world economy. Security and stability in the
West were seen as intrinsically tied to an array of institutions — the United
Nations and the Bretton Woods system. The second impulse, a reaction
to the deteriorating relations with the Soviet Union, led to the building of
a Western-led coalition to contain the Soviet Union. Along the way, liberal
order-building got tied to an emerging bipolar struggle between the West
and Soviet communism, between what President Harry Truman called a
struggle between ‘two alternate ways of life’. The logic of balance, deterrence
and containment because the backbone of the American effort to build and
defend a ‘free world’ that was defined by its open, rules-based and liberal
values, tied to an alliance of democracies (Ikenberry 2011).

While the postwar US-led order had many layers and features, it ultimately
took the shape of a ‘system’ of Western-led global rules and institutions.
It was not just a complex and decentralised consortium of multilateral
agreements, each with their own purposes and constituencies. Rather, it was
a complex system, organised around a set of relatively coherent principles
and visions. It might be best seen as a set of ‘platforms and frameworks’ for
states to cooperate for mutual gain. It was organised around institutions,
partnerships, client states, alliances, diffuse reciprocity and strategic bargains
between the United States, Western Europe and the wider community
of states. It combined a variety of logics of order, fusing together liberal
internationalism, national security, power politics, trade and open markets,
and American hegemonic leadership. It was a Western-oriented international
order, offering those operating within it various ‘goods’ —security, trade access
and multilateral tools and platforms for states to manage interdependence.
This was the essential goal of the liberal internationalist vision of order:
the creation of an environment or cooperative ecosystem in which states —
starting with liberal democracies — can trade and develop, defend themselves
and secure rights and protections for their people.

This postwar liberal international order was unique in world historical
terms. It can be seen as a sort of ‘third way’ between older forms of order.
In past eras, international order tended to be organised around various
combinations of the balance of power and empire. Liberal order is designed as
a middle path between these anarchic and hierarchical alternatives. As such,
it drew upon on a long lineage of ideas and projects handed down from
earlier generations. What unites this tradition of liberal order-building is the
Enlightenment belief that a ‘modern world” was emerging, and that through
reason, science and enlightened self-interest, societies — in particular, liberal
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democratic societies — could build political orders that advanced the human
condition. New forms of international cooperation are both possible and
necessary. Institutions and political orders can be devised to protect and
advance the liberal democratic way of life. International order can be a site
for war and security competition, but also for collective problem-solving
(Ikenberry 2020).

Multilateralism emerged in this period as a tool used by states in tackling
the most basic problems of power and interdependence. The logic is simple:
as global economic, security and environmental interdependence grows,
so too does the need for multilateral coordination of policies. The more
interconnected states become, the more dependent they are on the actions of
other states for the realisation of their objectives. ‘As interdependence rises’,
Robert Keohane argues, ‘the opportunity costs of not coordinating policy
increase, compared with the costs of sacrificing autonomy as a consequence
of making binding agreements’ (Keohane 1990, 742). Coordinating policies
does entail some restrictions on autonomy, but the gains from coordination
increasingly outweigh these costs as interdependence intensifies. This is
the logic invoked frequently by leaders in the postwar decades to justify
a multitude of multinational institutions to manage interdependence in
various policy realms. Roosevelt made this point in his appeal to the delegates
grappling with postwar financial and monetary issues at the Bretton Woods
conference in July 1944. Great gains could be obtained from trade and
investment across borders, but domestic economies had to be protected
from the spread of destabilising economic actions taken unilaterally by
irresponsible states.

The shifting foundations of the liberal
multilateral order

A set of five underlying factors provided favourable conditions for the
building of the postwar liberal multilateral order — all of which have
weakened or declined in recent years. First, the United States — the most
powerful state in the postwar world — had a deep and enduring interest in an
open world political economy. When the United States emerged as a global
power in the first half of the twentieth century, it confronted a world of
empires, blocs and spheres of influence. The Eurasian world was controlled
or threatened by imperial powers — Germany, Japan and the Soviet Union
— and Great Britain controlled a vast empire and an imperial preference
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system. The grand question that American strategists debated before and
during World War II was whether the United States could exist in a world
of empire. The answer was clearly no — the United States had a strong and
abiding interest in an open postwar world political economy, where it had
access to trade and resources across the industrial and developing world.
It emerged from World War II as the largest and most productive economy
in the world — and so it had an absolute interest in a system of open trade.
Given this commanding position, it identified its national interest with the
functioning of a relatively open and rules-based international order. It was
in a position to think in hegemonic terms — that is, seeking to advance its
domestic interests by working to shape the logic and character of the larger
postwar order.

This hegemonic logic gave the United States incentives to invest in the
building of an elaborate system of rules and institutions in trade, finance
and monetary relations, as well as the wider set of political and security
partnerships. The United States did not hesitate to protect its domestic
economic interests, but it did open its economy on a reciprocal basis to
promote trade across the system. Along with Great Britain, it negotiated
multilateral regimes for the postwar world economy, placed itself within
them, signalling a willingness to work with other states to achieve mutually
beneficial economic gains. The United States styled itself as a ‘liberal
hegemon’, promoting a system that would protect and advance the interests
of liberal democracies, sponsoring trade liberalisation rounds, managing
economic conflicts and upholding a set of liberal-oriented principles that
give shape to a cooperative Western-centred order.

Over the last decade, the United States appears to be less willing or able to
play this hegemonic role. Part of the reason is structural — the US relative
power position has gradually declined, measured in terms of share of world
GDP. Other countries — starting with China but also others in the Global
South — have grown larger. China and Russia have mobilised their power to
contest and undercut American hegemony. Part of the reason is domestic —
the United States appears less inclined to see its national economic fortunes
advanced by upholding a relatively unrestricted system of open trade and
investment. Part of the reason is tied to policy failures and reversals — the
Iraq War and the 2008 global financial crisis both served to undermine
the standing of American internationalist elites. The failure of the ‘liberal bet’
on China — that China’s economic integration into the world economy would
move it closer to the liberal democratic West — has also served to weaken the
domestic consensus on American leadership of an open world economy.
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The second factor behind US support for postwar liberal multilateralism
was a widely shared belief in the importance of ongoing management of
the world political economy. Coming out of the Great Depression, the
Keynesian Revolution and the New Deal era, Western elites embraced the
view that keeping the world economy stable would require a permanent
hands-on set of institutions with new capacities to regulate the terms of
openness. New forms of intergovernmental cooperation would need to
be invented. In doing so, the United States committed itself to exercising
power through these regional and global institutions. Trade liberalisation,
macroeconomic stabilisation, orderly economic adjustment — the tasks of
managing the complex world capitalist system would be a common project,
led by the Western democracies. Mutual gains were anticipated and realised.
Behind this Bretton Woods system of cooperation, the leading liberal states
had a shared epistemic understanding of the problems and tasks of modern
economic cooperation — and the capacities of the modern industrial state to
manage, and even transform, society (Daunton 2023).?

Liberal societies want the benefits of trade and exchanges with other countries.
But this openness creates dangers, triggered by, for example, economic
downturns, geo-economic competition and technological change. Economic
security, social coalitions and class compromises are all at risk. In the post-
1945 era, as Western governments came to take on new commitments to
economic security and social wellbeing, the problem of liberal openness
intensified. It is not surprising, therefore, that democratic governments, led
by the United States and Great Britain, sought to construct post-1945 rules
and institutions that would support governments’ efforts to make good on
this social welfare commitment. Out of this dilemma emerged a political
compromise — or social bargain. If the citizens of these countries would
agree to live in a more open world economy, their governments would take
steps to stabilise and protect their livelihoods through instruments of the
modern welfare state. John Ruggie, adapting the idea from Karl Polanyi, has
famously called this the compromise of ‘embedded liberalism’ — a system
of managed openness (Ruggie 1983). Unlike the economic nationalism of
the 1930s, the new system would be multilateral in nature, and unlike the
nineteenth-century visions of free trade, it would give countries leeway to
stabilise their economies if necessary.

3 Charles S Maier calls this mid-twentieth-century activist state the ‘project-state’ (Maier 2023).
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The erosion of a shared vision of a cooperatively managed world economy
has taken place in fits and starts over many decades. The high tide of the
Keynesian consensus may have been the oil crisis years of the 1970s, when
the G7 partners forged agreements on trade and monetary policies. Trilateral
relations and the ‘locomotive’ policies of demand stimulation and oil price
regulation became the centrepiece of the managed world economy. With
the rise of the Reagan and Thatcher governments in the 1980s, the postwar
Keynesian era gave way to more diverse economic thinking in Western
capitals, and the gradual rise and spread of neoliberal thinking. This so-
called Washington consensus powerfully shaped American thinking in the
1990s and, together with global movements after the Cold War toward
trade liberalisation, reregulation and capital decontrols, spelled an end to
the postwar consensus on managed openness. The backlash to neoliberalism
in the years after 2008 created an opportunity for industrial democracies
to rebuild domestic coalitions to support the old comprise of embedded
liberalism, but this did not happen.* The G7 countries continue to consult
and cooperate, but they are doing so without a widely shared consensus on
how to balance domestic economic security with an open world economy.
The arguments for trade liberalisation are not dead, but domestic political
coalitions within the United States and the other industrial countries do not
exist to drive the process of policy cooperation.®

The third factor that lay behind postwar multilateralism was the size and
character of the grouping of states that initially forged the agreements.
It was a small group of like-minded Western democracies, led by the
United States. Indeed, most of the core agreements about trade, finance
and monetary relations were hammered out between Washington and
London. These countries did not agree on everything. The United States
initially wanted more unfettered trade openness, while Great Britain and
the other European countries worried about economic stabilisation and
social protection. But relative to the rest of the world, this was a small and
homogenous group of Western states that had just fought a war together.
Their economies converged, their interests were mostly aligned, and they
generally trusted each other.® They engaged in negotiations and reached
compromises. Once the postwar multilateral institutions were established

4 On the rise and fall of the neoliberal consensus within the Western world, see Blyth (2002); and
Farrell and Quiggin (2017).

5  For a historical overview, see Cavin (2016); see also Erwin (2017).

6 The literature of Anglo-American postwar economic cooperation is large; see Edmonds (1986).



1. THE STATE OF PLAY IN GREAT POWER TRANSITION. PART A

among this small grouping, the rest of the world was invited to join. The
muldilateral system exhibited an ‘open’ logic, designed to expand and
accommodate new members.”

This small core of G7 states continues to exert some leadership over the
world’s political and economic rules and regimes, but it has lost some of
its sway within the larger system. Symbolised by the founding of the G20
in 2010, the governance institutions for the world economy have both
expanded and weakened. The centrepiece of the old postwar multilateral
order was the trade liberalisation regime. The G7 countries led the world
in an ongoing process of reciprocal tariff reductions. Barriers to trade
were identifiable, and negotiations among a small group of advanced
industrial states could be carried out on the basis of core principles —
non-discrimination, most-favoured nation status, and reciprocity. Part of
this shift from this older model of multilateralism has been driven by the
emergence of new governance issues — global warming, health pandemics,
refugee flows and so forth. These new transnational issues intersect with the
expanding number and diversity of states to frustrate cooperation. The new
issues are complex problems of interdependence with distributional costs and
differential impacts on economic growth. These are particularly hard issues
for states coming from very different levels of development and political
orientations to agree upon. The rising non-Western developing states are
necessary players in these international efforts. But with negotiations
involving a greater number of states from a greater diversity of ideologies
and national circumstances, agreements are harder to achieve.

A fourth factor that facilitated the launching of postwar multilateralism was
the wider American-led security setting. As the Cold War intensified, a far-
flung security system was constructed in Europe and East Asia. This meant
that the countries that the United States worked with to build an open
world economy were also its alliance partners. They were on the same side
in the Cold War and they all depended on the United States for security.
In this sense, Cold War tensions reinforced intra-Western cooperation. This
system of alliance partnership made it easier for the United States and its
partners to make commitments and bear burdens. In made it easier for
European and East Asian states to agree to operate within an American-
led liberal order. The alliance system provided institutional channels and
mechanisms for the leading states in the postwar order to make bargains

7 For the wider confluence of ideas and actors shaping the Bretton Woods system, see Helleiner (2014).
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and hammer out common decisions. Japan and Germany were anchored in
this US-led security order, positioning themselves to become major players
in the world economy. The alliance system was a cooperative security order
that tied the most powerful states in the world to its partners. American
power was made more reliable and connected to Europe and East Asia.
These states were not just ‘economic partners’, using multilateral institutions
to solve common problems. They were tied together in a more existential
way, and the multilateral system was itself an embodiment of this shared
political community.

With the end of the Cold War and the post-911 crisis of international
terrorism, the unifying impact of the US-led security order declined.
The United States still leads a worldwide system of security alliances and
partnerships. These security ties still help reinforce relations between the
United States and Europe and East Asia. But this old trilateral core is not
at the centre of the global system in the way it once was. Over the last
decade, China has passed Japan and Germany to become the second-
largest economy, and it is this relationship — between Washington and
Beijing — that now forms the axis of global political and economic conflict
and cooperation. China and the other rising non-Western states are not
‘full spectrum’ partners in the way Japan and Western Europe have been.
In economic conflict between the United States and Japan during the
1980s and early 1990s, alliance dynamics served to mute and contain
disagreements, creating incentives to settle trade and economic disputes.
With China, security relations are having the opposite effect. As security
competitors, economic and security conflicts tend to reinforce each other
rather than mute or moderate them.

Finally, the states that came together within the postwar liberal multilateral
order saw themselvesas participating ina greater ‘political project’. The United
States promoted a liberal internationalist vision of the world — democracy,
capitalism, openness, rule of law, and human rights. For most of this post-
1945 and post—Cold War era, this liberal internationalist vision of tended
to be congruent with the deep forces of modernisation and global economic
development. The United States was leading the world in a direction that
much of the world wanted to travel. It was not just that other countries
shared the American vision; it was that this vision had a good fit with the
modernising forces of development, growth and social advancement over
the last decades. Countries joined into this multilateral order not just to
solve common problems, but with the idea that participation in the order
would move their societies upward in a modern direction. Multilateralism,
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liberalism and national advancement seemed to go together. At the same
time, liberal multilateralism had an ideological — even moral — appeal. To be
‘outside’ this liberal multilateral order was to be left behind.

In the last decade, the appeal of the liberal political project has declined
dramatically. The United States — or liberal democracy, more generally — does
not seem to possess the lustre it once had as the vanguard of modernisation
and human advancement. Its domestic system is troubled, and people
around the world — both friends and foes — wonder if the United States still
has the domestic capacity to lead the liberal international order. The four
years of the first Trump Administration brought this simmering worldwide
worry to a boil (Ikenberry 2017). Where the United States was once the
embodiment of the promise and possibilities of ‘liberal modernity’, it is
now a cautionary warning. It no longer appears to be a model that others
might want to follow. Its domestic travails spill over into the global system,
weakening the wider system of rules and institutions that have been built
around and premised on American power and liberal leadership. China has
stepped forward to offer the world an alternative to American hegemony.
When American-led multilateralism can be rebuilt in this new global setting
remains far from certain.

Models of global rule-making

Today, the circumstances for global rule-making are very different than those
in the periods after World War II and the Cold War. The configuration of
power, interests and ideas that propelled the building of the US-led postwar
system of multilateral cooperation has given way. The United States and its
partners are not as globally hegemonic as in these earlier moments. More
states with growing capacities and diverse interests and ideologies seek to
shape global rules and institutions. The ‘problems’ of the world order have
shifted, and the trilateral axis of multilateral cooperation — anchored in the
US, German and Japanese partnership — has transitioned to US—Chinese
strategic competition. Under these new and less hospitable conditions,
where will international rule-making come from? Who will do it, and under
what conditions?®

8  On the role of rules in society across ancient and modern eras, see Daston (2022).
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In answering this question, it is useful to step back and look at the various
ways in which multilateral rules emerge in international relations. States
exist in a global system defined — at least in the modern era — by both
sovereignty and interdependence. This structural setting makes rules both
desirable and difficult to agree upon. Sovereignty means that no world
authority above the state can make or enforce global rules. Interdependence
means that states are continuously at the mercy of the behaviour of other
states. As noted earlier, under conditions of rising interdependence, states
have growing incentives to coordinate their policies — and rules provide
a way to do so. Rules provide the ‘contractual’ institutional setting in which
to negotiate compromises between the protection of sovereignty — or state
autonomy — and the management of the terms of interdependence. Some
rules are foundational, providing the formal procedural principles and
norms for the negotiation of more specific agreements. Rules can also be
devised to regulate more specific realms of interdependence, providing
‘regimes’ for managing conflict and cooperation.’

The first model of international rule-making is ‘constitutional’. It is the
most basic, but also perhaps the rarest and most demanding way that states
lay down rules. This is when all relevant states come together to deliberate
on the foundational principles, rules and institutions of order. Obviously,
this sort of rule-making is only possible when there is a complete breakdown
in the old order, when even the most basic organisational principles of order
are up for grabs. Constitutional moments are most evident within countries,
occurring after civil wars, revolutions or struggles for independence.
The polity is the closest it can be to a blank slate; regime principles do
not exist and must be devised. Constitutional rule-making is an exercise
in bringing all the stakeholders — classes, parties, factions and groups —
together to agree on the principles and institutions of government. In pre-
revolutionary France, a glimmering of constitutional rule-making was seen
with the monarchy’s ‘calling of the Estates General’, an assembly of the three
major parts of society — the clergy, the nobility and commoners. The polity
had reached an impasse, and a new settlement of the basic rules and bargains
that undergird state and society was necessary. In a sense, constitutional rule-
making emerges out of necessity, at an historical breakpoint — an existential
crisis — that forces a polity-wide search for rules around which to rebuild
a new stable political equilibrium.

9 The authoritative statement on the concept of international regimes is Krasner (1983).
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In international relations, these moments are rare, perhaps most clearly seen
after major great power wars — 1648, 1713, 1815, 1919 and 1945. The old
order is in ruins, and basic rules and institutions of the system no longer
exist (Ikenberry 2001). These postwar ordering moments fell short of full-
scale constitution-writing exercises. They produced political settlements, led
by the states that won the war. Nonetheless, it is possible to see glimmerings
of the logic of constitutional rule-making in several respects. They focused
on foundational principles and institutions — in 1919 these foundational
rules were embodied in the League of Nations, and in 1945, in the United
Nations. The rule-making was driven at least in part in a way that involved
all the relevant stakeholders, with the idea that encompassing and universal-
style rules and principles would be most legitimate and enduring. These
postwar moments were also constitutional in the sense that the logic of
order-building was focused on establishing outcomes that were functional —
that created understandings and mechanisms that would allow states across
the system to do business and regulate their relations. These moments
were also constitutional in the sense that they entailed efforts to elaborate
rules and norms that defined the restraints and protections on the exercise
of state power.

Looking into the future, it is very hard to imagine that conditions will open
up for this sort of constitutional-style rule-making. It might take a world
war, which, one hopes, will not happen. A major armed conflict between
China and the United States over Taiwan could bring the world to a global
moment when the most basic questions of order are in play. But rule-making
is probably going to emerge in other ways. The main contribution of the
constitutional logic might be as a hypothetical exercise in rule-making.
If a constitutional convention were held for the world, what could be agreed
upon? This is a version of the Rawlsian experiment in devising political first
principles. Behind a veil of ignorance at a constitutional moment, what
principles make states devise to protect their unknown equities (Rawls
1971)? From the perspective of the global system, are there rules and norms
that could gain consensus agreement? Presumably, these rules and norms
would be largely procedural, elaborating the rights of sovereignty and non-
discrimination.

The second model of rule-making is ‘hegemonic’. This is when a leading
state steps forward to organise and enforce the rules of the game.
Hegemonic rule-making requires the presence of a state with sufficient
capabilities and interests to provide governance leadership. Sharp disparities
in the distribution of power is a necessary condition. The leading state
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must have a full range of instruments of power to push and pull other
states into a framework of rules and institutions. As Robert Gilpin argues,
under these conditions, the hegemonic state identifies its interests with the
creation of a stable system of order. It provides ‘public goods’ — in effect,
it underwrites the stable functioning of rules and institutions. This public
goods provision is costly, but these costs are repaid to the hegemon in the
benefits that it accrues from a system of open trade and exchange, and in
the advantages that come from its political control over the larger order
(Gilpin 1981). According to Gilpin, hegemonic rule-making tends to take
place in the aftermath of major wars — what he calls *hegemonic wars’ —
in the international system. Powerful states rise and decline, and a newly
powerful state emerges from a hegemonic struggle with the opportunity
to establish the terms of order. It seeks to secure and advance its interests
through the building of institutions and regularised relationships. The result
is a system of governing rules, which persist as long as the hegemon has the
power and interests to uphold them.

There are various ways in which hegemonic rule-making can be undertaken.
At the extreme, the leading state uses coercion to impose its designs for
order on other states. Other states simply do not have the capacity to resist.
Through rewards and punishment, the hegemon establishes and enforces
the rules of international order. In another version of the hegemonic model,
the leading state establishes rules by forging a set of bargains with weaker and
secondary states. The hegemonic state agrees to provide a set of public goods
in exchange for the cooperation of other states. The leading states agrees to
a set of restraints and commitments, and its junior partners agree to accept
the hegemon’s leadership. Weaker and secondary states get a form of order
in which there are rules-based limits on the coercive and indiscriminate
exercise of power. In return, the hegemonic state gets the acquiescence and
compliance of other states without needing to resort to the costly use of
coercion to enforce the rules (Ikenberry 2001). The hegemon sets the rules,
but it does so in a way that draws others into the order. The hegemon
can also shape the rules of the system through the instrumental use of its
domestic economy. It opens its economy — the largest and most lucrative
market — to other states, and these states, along the way, gain access to this
market by adopting the rules and standards organised around the hegemon’s
domestic system (Drezner 2007).

Powerful states across the modern era have used their capacities to establish
order and promulgate rules. From Spain under the Hapsburgs, and France
under Louis XIV and Napoleon, to post-Bismarck Germany, European
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great powers have risen up and sought to establish their dominion on the
continent and beyond. These imperial efforts at order-building reached
their climax at the end of the nineteenth century (Kennedy 1987). In the
aftermath of the Napoleonic Wars, Great Britain expanded its empire, led
the Concert of Europe and, with the repeal of the Corn Laws, pursued
free trade. Empire, commerce and international law went hand in hand.
After World War 11, the United States engaged in the most coherent project
of hegemonic rule-making. The initial proposals for the United Nations
and Bretton Woods institutions had the markings of constitutional rule-
making, with open membership and inclusive rules. However, as the Cold
Wiar set in, global systems of rules gave way to order-building within rival
blocs, and the United States engaged in hegemonic rule-making. In security
affairs, cooperation moved from the UN Security Council to regional
alliance systems, most notably NATO. In monetary and trade relations,
the US dollar and domestic economy became the anchor of the postwar
Western-centred world economy. Across policy realms, the United States
and its partners constructed multilateral rules around clubs — some open
and some closed — of like-minded states.

Hegemonic rule-making is a fairly demanding undertaking. It requires the
presence of a truly powerful state, poised in the aftermath of a great war
or upheaval to establish a new set of multilateral rules and institutions.
The leading states must be able to look beyond short-term interests and
calculate for the long-term. It must be willing to open up its domestic
system — its markets and politics — to would-be partners. It must be able to
credibly convey promises of restraint and commitment. Other states must
see advantages in working with the hegemon, given the alternatives that
might exist. The leading state needs to be able to give up some freedom
on its ability to protect domestic interests when those interests collide with
hegemonic bargains. Power distributions, calculations of interests, strategic
options, judgements about risks and uncertainty — these are all elements
that impinge on the possibilities for hegemonic rule-making. Along all
these dimensions, the United States does not appear to be in as favourable
position today as it was in earlier decades.

Coalitional rule-making is the third model. This is order-building pursued
by a subset of states who seek to build rules and institutions within their
circle of relations. This type of rule-making is straightforward. A group of
states, often occupying a specific region, find incentives to establish a set
of rules for managing their relations. They are a subset of states, defined by
a set of common characteristics — like-mindedness, geographical proximity,
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historical legacies. They have particular reasons to want to work together.
If they occupy a region, they are unusually tied to each other for trade and
exchange. They have specific ‘problems’ of order, and specific opportunities
to make gains through building a set of common rules. In effect, this is
a club approach to rule-making. A group of states have specific goals that set
them apart from other states, and so they organise among themselves — they
create a club with its own rules of membership and conduct. The club may
be more or less open to new members.

The best example of coalitional rule-making is the European Union. These
postwar European states, led by France and West Germany, sought to build
order on the continent by establishing a political community with its own
rules and institutions. At first, these rules were tied to creating a common
framework for trade and commerce. The goal was to promote integration
and growth, but also to find ways to overcome the mistrust and enmity
that had led to war. Ultimately, the project of European union was tied to
larger postwar projects — rebuilding liberal democracy, strengthening ties
with the United States, forging the NATO alliance and countering Soviet
communism. Coalitional rule-making involved both open and closed
aspects. It was closed in the sense that it was geographically bound, and
held out demanding requirements for membership. But it was also open, in
the sense that European countries outside the original membership were —
in the decades to follow — given opportunities to join.

Coalitional rule-making can be seen in all corners of the world. ASEAN
(the Association of Southeast Asian Nations), NAFTA, APEC, the African
Union, OAS (Organization of American States) — regional orders with
club-oriented rules are everywhere, some complex and demanding, and
others not. There are also various sorts of coalitional groupings that engage
in rule-making to advance various functional and value goals. The IAEA
(International Atomic Energy Agency) establishes rules relating to civilian
atomic energy and other nuclear technology challenges. Regimes of all sorts
exist around the world for the management of the environment and global
commons. The OECD (Organisation for Economic Co-operation and
Development) brings together representatives from the advanced market
economies to identify ways to manage their common problems.

Coalitional rule-making can also be pursued as a way to introduce new rules
into the wider global system. The idea is that a group of states make the ‘first
move’ in establishing rules and standards in a given policy or technology
area. If this initial group succeeds, other states will have incentives to
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follow."” The strategy builds on the logic of first mover advantages and
network externalities. If a group of states succeeds in getting a set of rules
established in a specific policy or technological area, other states seeking
to establish a rival set of rules will face start-up costs. This sort of logic
might be particularly relevant in promulgating rules and standards for new
technologies. For example, European governments have moved to adopt
a comprehensive set of rules for artificial intelligence, with the idea that
it will become ‘a model for other places working on similar regulations’
(Chan 2023). These sorts of coalitional strategies of rule-making may be
focused on very specific and technical regulatory struggles, or they can
be aimed more generally at protecting the values and interests of a group
of like-minded states.

The fourth model is ‘competitive’ rule-making, which builds on the
coalitional logic. International rules emerge as competing groups of states
seek to establish their influence and control over global order. To be sure, if
all the leading countries in the world agree on the fundamental principles
of order, competition over rules and institutions might not exist. But where
there are multiple powerful states who embrace deeply divergent visions
of order, competition is inevitable. China and the United States appear
increasingly to be competitors of this sort. It is not only that they both
are powerful — that they have rival hegemonic capacities — but they have
very rival preferences for how the world should be organised. They each
want to ‘make the world safe’ for their polity and regime principles. This
struggle over rules and institutions is manifest at two levels. At one level,
it is a realist struggle over authority and influence. Each superpower wants
to be more influential than the other in world politics. China seeks to
expand its influence within East Asia and across the globe. The United
States wants to protect its hegemonic position and remain influential in the
face of encroachments by China. At another level, the struggle is over the
values and principles that each seeks to protect, both at home and abroad.
The United States wants rules and institutions that favour and protect
liberal democracy, and China seeks rules and institutions that favour its
authoritarian-style regime.

In these circumstances, competitive rule-making entails activist agendas
for reshaping global rules and institutions. This is the logic of ‘contested
muldilateralism’ (Morse and Keohane 2014). These contests might take
place within existing global institutions. At the United Nations, for example,

10 On the first-mover advantage in establishing international institutions, see Gruber (2000).
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the United States and other liberal democracies find themselves in political
struggles with China over human rights norms and liberal values. In other
areas, the superpowers struggle over the rules relating to the internet, media
platforms and the flow of information. This competition has also played
out in the area of developmental assistance. China’s founding of the Asian
Infrastructure Investment Bank (AIIB) has been widely seen as an effort
to offer an alternative to the World Bank, creating rules and resources for
development funding that favour China’s interests and values. The extent
to which China’s AIIB alternative is in fact ‘revisionist’ remains debated.
But the competition has had the effect of creating more global capacities
(Wilson 2019). As such, competitive rule-making might lead the world
along two possible pathways. It might lead to a sort of bipolar separation
of spheres of global rules and institutions. China and its coalition of states
will increasingly build their relations around one complex of rules and
institutions, and the United States and its coalition will continue to operate
in its liberal democratic complex (Ikenberry 2023). This would entail
elevating coalitional rule-making to a global level. But it seems more likely
that the overall effect of competitive rule-making will be a decentralised
system in which a diversity of global rules and institutions coexist.

Conclusion

The future of the liberal multilateral order is unclear. Are we at the end of
an 80-year period when power, interests and ideas all aligned to produce
an open and rules-based international order? We do know that the postwar
conditions that led to the remarkable explosion of multilateral order-
building after World War II and after the Cold War have weakened in
various ways. The United States is not as powerful as it was when it led
in building the postwar order, and the liberal vision — and liberal democracy
itself — is less attractive. In the earlier era, Keynesianism offered a theory
of how to organise and manage an open world economy, but that too
no longer provides the basis for rules-based policy coordination. The old
system of postwar political and economic cooperation, led by Washington,
Berlin and Tokyo, no longer occupies the centre of the world economy.
In the postwar era, open trade and national security reinforced each other.
In the new era of US—China competition, the deep moving parts of the
global system — trade, technology, national security, great power politics
— are working increasingly at cross-purposes. Multilateral and rules-based
order is suffering as a consequence.
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What we know about multilateral rules-based order is that it is built on
a foundation of state power. Multilateral rules and institutions are not
‘value neutral’. They reflect the prevailing distribution of power, interests
and reigning ideas. Rules do not simply emerge simply because they make
sense in an interdependent world. Rules need to be backed up by states
with the power and self-interest to underwrite and protect them. The most
coherent and functional system of muldilateral order was built by the
United States and its partners when the world was in the midst of a global
Cold War. Modern industrial societies had emerged with powerful states
pursuing ambitious agendas for making a better world. Social democracy
at home went hand in hand with building a multilateral order abroad.
International cooperation was necessary so that governments could balance
trade openness with economic security. This is the signature aspect of the
age of liberal multilateral order. Progressive government at home required
an international order that was also progressively oriented. The project of
building better societies could only be accomplished within a wider system
that gave governments tools and rules to manage interdependence.

Today, this optimism in the capacity of the modern democratic state to
pursue projects of social and economic betterment has been lost. The New
Deal and the other great progressive movements of the mid-twentieth
century seem to be markers of a different and long-gone age. The logic of
building a more cooperative and rules-based order so as to strengthen the
capacities of states to achieve elevated social and political goals is missing in
today’s political give-and-take. The question is whether these connections
can be reestablished. Will the rise of China as a global competitor force
the United States and other liberal democracies to rethink and renew the
project of building better societies? We know that the rise and evolution
of liberal democracy was a rocky path, and that innovations in the liberal
project occurred when illiberal great power challengers loomed. In World
War I, World War II and the Cold War, the future of liberal modernity
was up for grabs. In these three periods, in sequence, authoritarian, fascist
and communist alternatives lurked. In each case, the liberal democracies
found common cause and organised themselves into a coalition — they called
themselves, respectively, the Allies, the United Nations and the Free World.
And in each case, liberal democracy itself was reimagined, and projects for
rebuilding the liberal international order were launched. To many people in
the liberal democratic world today, China looks like a threat. But precisely
because it is a threat, it is also an opportunity. It is an opportunity to reinvent
liberal democracy at home and liberal order abroad.
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