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Abstract

This thesis presents a transaction cost theory of international prohibition
regimes. The trade in certain goods results in negative externalities for
states. Such goods are tightly regulated, and their illicit trade is prohibited
in most parts of the world. States have negotiated various multilateral
agreements to harmonize their restriction policies in order to minimize
negative externalities. Yet on an international level, these regimes exhibit
varying levels of scope and impact. The thesis examines how and why
prohibition regimes are formed in the areas of narcotic drugs and small
arms/light weapons (SALW).

The analysis focuses on the contractual relationship between states,
rather than on normative assessments of policy outcomes. A model is
presented to classify transaction costs (independent variable) and the ex-
pected extent of institutionalization (dependent variable) of international
regimes. Transaction costs are operationalized via asset specificity, behav-
ioral uncertainty, technical/environmental uncertainty, and information
impactedness. Institutionalization is assessed via credible commitments,
precision of legal propositions, and delegation of authority. Governance
costs are introduced to determine the optimal extent of cooperation.

Previous research is confirmed in some areas and challenged in others:
Underlying transaction costs can be an adequate predictor for the institu-
tional outcome of the international drug control regime, in accordance
with existing analyses. With regard to SALW, transaction costs adequate-
ly predict institutional outcomes, especially considering recent develop-
ments. This challenges previous research which found transaction costs
inadequate to analyze institutional outcomes in the area of SALW. Fur-
thermore, both regimes fall within a corridor of optimal extent between
transaction and governance costs. This leads to the conclusion that sudden
and significant institutional changes are unlikely. While acknowledging
the limitations of the model (neglect of power and coercion, changing
preference structures of individual states), the thesis finds that transaction
costs are a much stronger explanatory variable of institutional outcomes
and the stability of trade restriction/prohibition regimes than previously
assumed.
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