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DEVIANT BEHAVIOR: RESTRUCTURING 
INCENTIVES IN RENEGADE REGIMES 

By: Daniel J. Davis 

Chairperson of the Supervisory Committee: Dr. Terry Clark 
Department of Political Science and International Relations 

This thesis considers whether international coercion used to confront deviant behavior in 

renegade or rogue regimes produces an offset of the benefits of continued defiant 

behavior, or produces a restructuring of incentives and a counterproductive result. Much 

has been written on the effectiveness of international coercion, but little focus has been 

given to the potential for a pressure to restructure the decision process in a non-desired 

way. This thesis contrasts the expectations of rational choice and expected-utility theory 

with prospect theory in the decision calculus of renegade regimes. Finally, this thesis 

creates a basic model for limited prediction by combining expectations of prospect theory 

with the incentive offsetting/incentive restructuring (IO/IR) models as proposed by 

Miroslav Nincic.    
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The Challenge of Modifying Deviant Behavior: 
Restructuring Incentives in Renegade Regimes 

 
 

Introduction 

The leading world powers face an unprecedented challenge. A new and radical 

ideology is rallying the masses and threatening the international order. The attempt by the 

norm-setters to quell this trend through regime removal and the installation of one that 

would hopefully be in alignment with the dominant political traditions sparks a violent 

insurgency. The social situation declines towards anarchy, threatening the political reality 

that has been entrenched for years. What began as a movement inciting the poor and 

uneducated now spreads across all social strata. Radical factions leverage themselves into 

a position not only to gain tremendous political power, but to also gain access to some of 

the world’s most powerful military weapons. 

 The preceding could be a vague description of the current world situation, where 

one assumes that the radical ideology is militant Islam and the norm-setters are the 

countries of the West. Or it could be the backdrop for the French Revolution, on the heels 

of the first democratic revolution in the United States, and the beginning of the end of the 

monarchical system as a source of legitimacy. At one time, the political norms were 

against representative governments and popular democracy, and the rogue states 

challenging that order then are now those who, today, set the rules and definitions of 

international behavior and misbehavior, their “radical” ideologies now firmly ensconced 

as political norms.  

 The identities of “rogue states” can change with time and power shifts, but their 

fundamental challenge to the international order does not. Opposition to the international 
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consensus often seems to be a source of strength rather than a weakness, and pressure 

exerted on a regime to influence its behavior often has the opposite effect. And yet, the 

same punitive actions are taken time and again by the international community achieving 

the same undesired results. Despite the popularity of an action, there must be an 

explanation for these counter intuitive outcomes.   

Dealing with regimes that seek to defy the international will is difficult and often 

leads to conflict and bloodshed. The search for a reasonable means to overcome security 

concerns while avoiding war is, in essence, a search for efficacy. Pressures and coercion 

at an international level either work, or they do not, or it sometimes works, or it’s mostly 

ineffective. The variation in outcomes is the result of several factors, including the 

structure of the regime and its source of power and legitimacy, and the path it takes in the 

course of decision making. 

This thesis asks: does an increase in the intensity of external pressures from 

diplomatic measures, to economic sanctions and finally direct military action increases 

the likelihood of compliance and behavior modification by the norm-breaking state? In 

answering this question we should be able to identify at least a partial reason to why these 

pressures work or do not work. 

My initial hypothesis followed the idea proposed by Nincic (2005) – contrary to 

the expectations of sanctioning entities – that the increase in the intensity of pressure to 

coerce renegade states to modify their norm-breaking behavior often brings the opposite 

result by restructuring incentives, rather than offsetting them, unless the maximum 

pressure – outright military action – is used. He is not alone in asserting that sanctions 

seldom bring the desired results. As Richard Hass (1997) claims, the use of sanctions 
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both comprehensive and targeted, are mostly ineffective as currently applied and more 

costly to those imposing them than to those upon whom they are imposed.  

After extensive review of the literature and deeper research into decision making 

involving risk, I arrived at a nuanced approach to the question. I employ a synthesis of 

Nincic’s incentive restructuring/incentive offsetting models and prospect theory, which 

considers risk in decision making. I argue that the position of the sending and receiving 

states in regards to the value function of prospect theory and the magnitude of the 

coercive action taken determines if the pressure will offset the incentive to continue the 

deviant behavior, or restructure the incentives. I delineate key aspects of prospect theory 

and examine its value function, as well as explain the models of incentive offsetting and 

incentive restructuring proposed by Nincic, and then present a model for this hypothesis 

which will be used in the analysis of similar cases of deviant behavior.   

Both prospect theory and Nincic’s incentive offsetting/incentive restructuring, or 

IO/IR theory present valid explanations for many of the expected and unexpected 

behaviors of misbehaving regimes. However, neither is capable of generating predictions. 

Furthermore, neither adequately addresses the impact of intervening variables. If X is a 

necessary requirement for Y, how does the presence of D change the X-Y relationship, 

and does the presence of D actually change X into a value that is quite possibly the 

opposite of the original value?     

I develop a partial synthesis of these two theories that permits a clearer picture of 

the effects of the independent variables as well as limited predictions. In so doing, I 

contribute to the literature on theoretical modeling of international coercion, presenting a 

possible new approach to future model design.   
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Literature Review 

 

 In order to find the reasons behind the effectiveness or ineffectiveness of 

sanctions, one must go beyond merely describing instances in which they have been 

applied. The overarching goal must be to develop generalizations spanning the largest 

number of cases. Obviously, there are many factors including time frames, the 

comprehensiveness of a sanctions regime, the relative power of each side, and internal 

incentives, among many others. Many scholars have approached the task inductively, 

while others have done so in the context of existing theory. My literature review will 

cover both approaches, beginning with an overview of sanctions from a standpoint of 

their effectiveness as applied, then consider rational choice theory and other 

psychological models borrowed from economics such as expected utility theory and 

prospect theory. The review closes with an explanation and critical look at Nincic’s IO/IR 

models.  

  

- The Effectiveness of Sanctions 

 As illustrated by Table 1, the use of sanctions in general has been steadily 

increasing. The last two decades in particular have seen a dramatic increase in the 

employment of sanctions as an international punitive tool. While there can be no doubt as 

to the popularity of this coercive measure, there is much debate over the effectiveness 

and utility of sanctions. Much of the literature on sanctions comprises little more than an 

assertion that they are generally ineffective, and gives little attention to the determinants 
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of their success of failure. Notable exceptions are the extensive studies conducted by 

Hufbauer, Schott, and Elliot (1990) and Drezner (1998.) 

 

Table 1. 

 

(Source: Allen 2005) 

 Hufbauer, Schott and Elliot (1990) found that over most of the twentieth century 

sanctions have been successful about a third of the time, unsuccessful a third of the time, 

and partially successful the remaining third of the time. Drezner (1998) found that 

sanctions are more likely to be effective when they are employed against allies rather 

than an outcast or deviant state. An ally obviously has greater stake in compliance as the 

very relationship with the sender is counted as valuable, and would be treated as a loss if 

damaged. An ally is more likely to have favorable and dependant economic ties as well, 

further increasing the costs of continued non-cooperative actions. Drezner (1998) further 

notes that adversaries are more likely to bear near-term economic costs than suffer 
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longer-term political ones, but this does not explain how these costs are weighted and at 

what point the economic costs outweigh the political costs.  

Another study has argued that at least at the initial stage, there is uncertainty 

about the receiver’s willingness to endure the hardships associated with the sanctions. 

(Allen, 2005:118). Although this may be the case, there should be some concept of the 

potential for successful coercion before sanctions are implemented and if not, then a more 

logical course should be pursued. Allen (2005) proceeds to list other unknowns such as 

the domestic response to the costs of the sanctions, the influence of regime type and the 

ability of democracies to extract internal costs from policy makers who pursue belligerent 

agendas of resistance to coercion. While these points are apparently supported by her 

data, the flaw in her argument rests in the statement that sanctions failure is only the 

result of capitulation by the sender (Allen, 2005: 118). Her definition of failure is 

questionable, for if an objective is not met without capitulation over an extended period 

of time, a legitimate definition of failure could arguably have been met. The US did not 

capitulate against Iraq or Cuba, but sanctions did or have not caused the fall of those 

regimes. It seems more likely that failure can rest on the shoulders of either side, as a 

sanction may be inclined to fail before it is even implemented, for instance, if the 

magnitude of the coercion is not severe enough. The key is vulnerability, which she 

addresses, but fails to connect to her definition of failure. 

Allen (2005) assertions regarding vulnerability are quite salient. A targeted state 

must be vulnerable to the economic pressure, or whatever pressure is applied, for the 

measure to be successful. She extends this line of reason to assert that for this to be the 

case, the economic relationship would also be of considerable value to the sender. High 
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costs would be required of the side imposing the sanction to create costs to the side under 

pressure. This aligns with observations of others that a high cost for a sender makes the 

success of the sanction more likely (Allen, 2005: 121. Drezner, 1999.) 

These arguments begin to show the complexity of enacting an effective sanctions 

regime. Not all measures exert the same pressures every time they are applied. The 

variation in sanction success results not only from the amount of pressure applied on a 

norm-breaker, but on the decisions then made by the receiver of the sanction as it adjusts 

and reacts to the new situation. This broadening of scope merits a closer look at existing 

theory to examine decision making under risk. Two of the most widely employed theories 

regarding sanctions are expected utility theory and prospect theory. 

 

- Rational Choice and Expected Utility Theory 

 What Levy (1997) labels as the “Rational Choice Paradigm” has become the 

dominant theoretical underpinning for most analyses of decision making in international 

relations. Rational choice theories assumes that actors will choose those options 

calculated to achieve their interests. Most explain this decision process, employing a 

linear progression model from one decision to the next, weighing the costs and benefits 

along the way (Viotti and Kauppi, 1999).  

Using the example of a game theoretical “Tit for Tat” scenario, two sides with an 

expectation of future mutual interaction approach a problem by searching for a choice 

which will bring the greatest benefit and inspire the most desirable reaction from the 

other side (Axelrod, 1984). Reciprocity is a key component of many such scenarios, 

trading good behavior for good behavior, and bad for bad.  
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One difficulty of rational choice models is that a regime acting “rationally” may 

choose to defect and not play, or may chose an option that seems “irrational,” showing 

that there may be a value in variables not directly related to the game at hand. An 

example would be an arms race where one side cannot compete economically and harms 

its economy with the competition, but rejects negotiations and overtures by the opposing 

side toward peace in an attempt to maintain its legitimacy and appearance of strength at 

home.  

One rational choice approach in particular, expected utility theory, has been a 

preferred choice of scholars studying decision making under risk. While many rational 

choice models observe the process between two competing sides, expected utility theory 

focuses on the process of comparing the value or expected utility of a particular option in 

individual choice behavior.  It argues that actors will weigh each possible outcome of a 

decision and choose the strategy that will provide the highest utility (Levy, 1997:88). 

Like many theories in international relations it originated in the study of economics, 

where assigning value to an option is simpler. The options became the levels of assets at 

the end of the decision process, and under experimental observation it was noted that 

people would choose the option that would maximize their gains with the least amount of 

risk.  

However, many anomalies have been noted when expected utility theory is 

applied to situations involving individuals, groups and states in other arenas (Levy, 

1997:99).The comparatively simplistic models of expected utility theory, while mostly 

involving the expectations of decisions regarding fixed value assets – money – do not 

always reproduce the expected results when applied to different circumstances and to 
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different value options. Non-linear results occur as scenarios increase in complexity, as 

well as the apparent valuation of the utility of a decision based on the reference point of 

the decision maker (Kahneman, 2003:703). Levy (1997) also observed that the final asset 

level is less important in individual decision making than the perceived value of the thing 

at risk, in other words, the attempt to not lose a dollar one possessed inspires more risk 

than possibly losing a future dollar that one does not posses. He also noted that the value 

assigned to a thing is not static, but varies based on the perception of the thing by the 

individual, based on its current or potential ownership (Kahneman and Tversky, 1979). 

 

- Prospect Theory 

 Prospect theory was developed as a challenge to expected utility theory, and 

offers explanations for its many discrepancies. Contrary to expected utility theory – in 

which actors select the alternative with the highest expected gain or utility – prospect 

theory claims that preferences are reference dependent (Kahaneman, 2003). Actors base 

decisions on reference points and perceptions, and are risk averse when choosing among 

gains but risk acceptant when choosing among losses (Levy: 1997). Further, unlike 

expected utility theory which asserts that it is the end state of utility that guides the 

decision process, prospect theory argues that choices are made from an assessment of the 

potential quantity of gains and losses and not on the final asset levels (Kahneman and 

Trversky, 1979:273). In prospect theory, the carriers of the utility are changes in value 

rather than asset position (Kahneman and Trversky, 1979:277).    

 Prospect theory contends that humans perceive things effortlessly and 

automatically. While we can change our perceptions, it must be done after the original 
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perception has already occurred. Perception is reference dependent, in that we need an 

original vantage point to begin to perceive. In psychology and in international relations, 

the way questions are posed and situations are approached have significant impact on 

perception and on actions that proceed from those perceptions.  

This reference point can change based on framing. This fact has tremendous 

impact when studying the process of decision making, for the re-framing of the 

circumstances and the changing of the reference point leads to non-linear permutations in 

the decision tree. There has been much debate in the literature between the proponents of 

rational choice theory and prospect theory supporters as to the nature and implications of 

framing on the decisions of individuals, unfortunately with no clear consensus on an 

exact method to ascertain the reference point with precision. However, given certain 

assumptions about the reference point, one can demonstrate and adequately assess the 

framing of a circumstance by the individual actors. 

The following example provided by Kahneman (2003), which I will elaborate 

upon, illustrates how framing can influence perception and impact choices. The start 

point is Kahneman’s exposition at Figure 1, which shows the immediacy, if not the 

inaccuracy, of perceptions. In Figure 1, perception immediately makes the best 

assessment it can based on limited information. The two interior shapes appear to be 

different shades. The reference point on which our perception of the similarities of the 

colors is based is minimal, being the two smaller inner shapes. 
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As I will demonstrate, a change in information can refine perception, but also 

changes the reference point. In Figure 2, our reference point is much larger, being the 

entire outer shape. With the increased data, perception easily identifies the two as being 

the same shade, while the smaller interior shapes provide us with extraneous information, 

although we can clearly see that their shades vary.  

 

 

Complexity is added in Figure 3. Now there are multiple points of reference – the 

large squares, the small squares, the shapes resting vertically and the shapes side by side. 

This in turn allows for the use of multiple reference points, or one clearly defined. Taken 
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in conjunction the error in perception of the similar shades is mostly mitigated. Adding in 

complexity has the value of clarifying perceptions and changing the reference point. 

 

The potential implications of increased complexity have an important impact on 

how decisions are made, as people react differently to potential gains than they do to 

potential losses. Contrary to the argument of the expected utility model that individuals 

respond to fluctuations in ultimate asset levels, prospect theory notes that the experiential 

evidence indicates that people are more sensitive to changes in assets themselves. 

Moreover, they weigh gains and losses from a reference point greater than mere changes 

in payoffs (Kahneman and Tversky, 1979:277). However, in order to asses a change in 

payoffs one must first assign value to assets. This starts from a reference point of what 

the initial state is, and this is a matter of perception. This reference point is affected by 

framing, or the way the situation is posed. This framing is the addition of complexity, 

which can change the reference point, even if the circumstances remain the same. 
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The following example from Kahnemans’ (2003:702) study further demonstrates 

the idea of framing. 

In an attempt to combat a disease outbreak expected to kill 600 people, two 

programs can be implemented. If Program A is adopted, 200 people will be saved. If 

Program B is adopted, there is a one-third probability that 600 will be saved and a two-

thirds probability that no people will be saved. 

Experimental evidence showed a substantial majority would chose program A, 

indicating overall risk aversion. 

Now the question is reframed. 

If Program A is adopted, 400 people will die. If Program B is adopted, there is a 

one-third probability that nobody will die, and a two-thirds probability that 600 people 

will die. 

This time a majority favor Program B, the risk-seeking option (Kahneman, 

2003:702). What is essentially the same problem evokes very different responses when 

the solution is presented, or framed, differently.   

Figure 4. The Value Function  
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 The predictions of prospect theory come from the shape of its value function, 

defined as gains and losses, as shown in Figure 4 (Levy, 1992). There are a few key 

features to this function. Prospect theory asserts that decisions are made on the potential 

gains or losses from a given reference point, which is the current perceived reality. The 

reference point is at the intersection of the two axes. The potential gains occupy the right 

quadrant, and losses the left. The function is concave in the domain of gains and convex 

in the domain of losses. Further, it is kinked at the reference point and is steeper for 

losses than for gains. The concavity indicates risk aversion in the domain of gains, and 

the convexity indicates risk acceptance in the domain of losses, and based on the 

steepness of losses compared to gains, indicates an overall loss aversion.  

In other words, people are risk averse when confronted with potential gains, but 

are much more willing to accept risk to protect against or regain a loss. Overall they 

overvalue losses compared to relative gains. If you present someone with a chance that 

they may lose something they already have, or gain something they do not possess, they 

will likely choose to maintain the status quo or avoid a loss, rather than risk a loss to 

attain something more. The steepness of the function in the domain of losses indicates 

that it is much easier to make someone unhappy than it is to make them happy. This will 

be important as we consider the effects of prospect theory on the incentive offsetting and 

incentive restructuring models later in the paper.   

 Another key factor in prospect theory is the endowment effect, where possessing 

a thing increases its value to the possessor. This overvaluation of a possession is reflected 

in the phenomenon that the amount people are willing to accept to part with something 

they possess is usually considerably more than they are willing to pay to acquire the thing 
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in the first place (Kahneman, 2003). The implication is that something is worth more 

when it could be potentially lost than when it could be potentially gained.  

 

 - Additional Arguments 

Although there is much that is useful in both expected utility theory and prospect 

theory, neither is optimal for answering questions concerning relations between states. 

While psychological models borrowed from economics have been tested experimentally 

to validate many hypothetical claims of international relations scholars, they have been 

criticized for their limitations in dealing with multi-party or multi-faceted decision-

making scenarios (O’Neill, 2001:633). They are better suited to an evaluation of 

independent actors, not collectives or groups, leaving some to question their applicability 

in the field of international relations.  

 For example, O’Neill (2001:618) argues that attitude toward risk can be a 

reasonable definition of decision making, but that in international relations, there are 

elements that are value undefined in relation to risk neutrality, acceptance and aversion. 

While the economic models do well to place value on measurable commodities, 

international relations applications involve elements that are not measurable. (O’Neill, 

2001). He notes the tendency to equate risk attitude to a trait influenced by the character 

of the decision maker and not by the decision being faced.  

In spite of this observation, he avoids using a method which might remedy these 

deficiencies such as the prospect theory model in his conceptions of risk aversion, 

favoring the expected utility model instead. He tends to disagree with many of the key 

assumptions of prospect theory, preferring to use game models to explain risk aversion in 
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gambling scenarios, and repeatedly cites the difficulty in arriving at values for degrees of 

change in both potential outcomes from a reference point and for an outcome’s utility 

(O’Neill, 2001: 621). This seems to be a legitimate concern, as any measurement requires 

an adequate valuation. While both utility and prospect theory work well in economics and 

in limited social science applications, the valuation question creates significant 

methodological concerns, with which Levy (1997) agrees. 

 The broader issues of conflict and cooperation also shed light on the motives 

behind both deviant behavior and the choice to amend it or persist. Game theory models 

such as prisoner’s dilemma and tit-for-tat scenarios still hold considerable favor with 

many scholars. The choice between joint gains through cooperation or the potential for 

absolute gains leaves a gambling scenario much like those addressed in expected utility 

theory. There are also areas of commonality between rational choice adherents and 

proponents of economic psychological models of decision making. In a prisoner’s 

dilemma situation, for instance, where knowledge of the other player’s payoffs is key, a 

choice for cooperation is much more likely when the immediate gains from that behavior 

are high and the costs from defection are great (Lipson, 1987). In the tit-for-tat scenario, 

the earlier payoffs are valued more than later ones as future gains are uncertain (Axelrod, 

1984). This mirrors the assertion of prospect theory that actors will be risk-acceptant 

when trying to retrieve a perceived loss, and be more willing to take chances. 

The usefulness of prospect theory in international relations is still a matter of 

debate and has created an identifiable fault line between the rational choice camp and 

those seeking a better way to frame the challenges of explaining collective and interactive 

decision making. While prospect theory has been applied to the study of international 
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relations for over a decade, most of its assumptions have only been experimentally 

reinforced in the field of economics. That choices are evaluated with respect to a 

reference point, that losses are over-weighted compared to gains, and that actors are risk-

averse in regards to gains but risk-acceptant with regards to losses compose the vague 

foundation of prospect theory. But true application to the more abstract and interpretive 

field of international relations has proven to be more challenging, as other factors alter 

the core principles of prospect theory such as framing and how gains and losses are 

determined.  

Nincic (2005:111) has attempted to put the general assertions into concrete 

examples.  One example is the connection he makes between a regime’s ideational values 

and their perception. He notes that often the implementation of pressure such as 

economic sanctions, solidifies their current state of realization, or at least their perception 

of their regime’s status in the world, as acquired gains. This, in turn, increases the value 

they attribute to the status quo, and places the regime in a more severe loss-averse state, 

creating a counterproductive effect. This supports the idea that changing perceptions not 

only institute the framework of the decision process (or game) but steer the process at 

points along the way (Nincic, 2005). 

Levy argues however that prospect theory still faces serious methodological 

problems (Levy, 1997:88). The questions of external and internal validity are key to the 

applicability of prospect theory to international relations. Specifically, do the 

experimental results derive from the hypothesized effects, and can the findings be 

generalized to explain real world behavior? Levy (1997: 91) acknowledges that key 

factors of prospect theory such as framing and the appearance of an instant endowment 
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effect are subjective and mostly unexplored in the literature. Contrary to expected-utility 

theory, prospect theory posits that its two-phase choice process – the editing phase where 

the reference point is determined along with options and outcomes and the values of 

each, and the evaluation phase where the possible outcomes are combined to determine 

potential utility – is highly reference dependent and that preferences are effected by 

framing. Prospect theory’s non-linear combination of probabilities distinctly separates it 

from linear rational choice models, and the complexity from framing variance is difficult 

to clarify with a rational choice explanation (Levy, 1997: 92). 

Levy (1997: 102) also argues that prospect theory’s focus on individual decision 

making does not make it a good fit with international relations, which is concerned with 

strategic interactions by collectives, leaving open the explanation of how individual 

preferences are translated into collective preferences. He claims that since the original 

testing of hypotheses derived from the theory was done on individuals and not on groups, 

we cannot be sure of their validity of the hypotheses when applied to collectives. While 

this appears to be a logical argument, even a collective actor takes on an individual 

character. States are collectives and act according to collective preferences, but regimes 

maneuver in ways that resemble choices made by individuals. This is especially true in 

authoritarian regimes, where decisions are indeed often made by an individual.  

Levy (1997: 103) additionally notes that, “Instead of the reference point 

determining whether outcomes are defined as gains or losses, one’s pre-existing policy 

preferences may lead one to frame the problem around a particular reference point that is 

most likely to influence the preferences of others.” The status-quo bias noted in expected 

utility theory seems to be challenged here, as the framing of an issue based not on what 
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is, but on what one wants others to perceive it to be, can affect the starting point of the 

decision making and the ensuing process at points along the way. 

 

 Synthesizing Prospect Theory and the Incentive Offsetting/Incentive Restructuring 

(IO/IR) Models 

 

In light of the inability of both rational choice approaches and prospect theory to 

deal adequately with the question of the effectiveness of sanctions, I propose to modify 

and test a model developed by Miroslav Nincic (2005). Nincic (2005) proposes a theory 

of incentive offsetting (IO) and incentive restructuring (IR). He begins with the 

observation that an external (re)action against an undesired behavior can have either the 

result of minimizing gains for a renegade from continuing the objectionable behavior by 

making the price too high, or alternatively, it can restructure the incentives, making the 

continuation of the bad behavior not only productive, but a relative gain maximizer, thus 

defeating the intention of the external punishment. In the IO model, sanctions (expanded 

here to encompass all coercive pressure) are an additional independent consideration for a 

regime that could counteract the benefits of deviant behavior, and cause a change. The IR 

model shows sanctions (pressures) as having a reconfiguration effect on values and 

incentives, and may make the pressure counterproductive (Nincic, 2005: 16).  

Nincic’s IO/IR model offers an explanation for the often contrary effect that 

international sanctions have on these renegade regimes. For instance, in spite of 

diplomatic pressure and military and economic sanctions, North Korea is now a nuclear 

power and Iran is well on its way. If indeed the external pressures restructure the political 
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dynamic inside the country, or if by attempting to isolate a norm-breaker the sanctioning 

parties remove their influence along with their economic activity through a cutting of ties, 

then there should be a pattern where similar actions to similar behaviors have similar 

results. According to Nincic’s IO/IR model, if the pressures result in incentive offsetting 

and the behavior is changed, then a similar pressure should attain the same result if 

applied to the same behavior by another similar regime. Conversely, if the pressure 

results in a restructuring of incentives, then this too should be noticeable when similarly 

applied to another case. If it is not, then there should be other unconsidered factors at 

work. 

 An example which we shall consider later in greater detail is the case of North 

Korea’s defiance of international demands to end its nuclear weapons program under two 

administrations – Clinton and Bush. In the 1990’s the United States took a carrot and 

stick approach, offering North Korea civilian use technology and fuel in exchange for a 

verifiable cessation of its weapons material research and production, to limited success. 

While this rapprochement ended and the official rhetoric soured with the change of 

players in the new Bush administration in 2001, the fundamentals of the agreement were 

essentially left in place. However, after 9/11 and a few rather blunt comments by the 

president putting North Korea in the Axis of Evil and stating his loathing of Kim Jung Il, 

(Bradford, Ratnesar, 2003) the dynamic of the relationship between the two states 

changed considerably. The North, feeling threatened as it watched the Iraqi regime 

quickly fall to invading US forces, took the line that it now needed nuclear weapons to 

ensure its very survival. Sanctions lost much of their value at that point as security 

dilemma concerns rose to the forefront of North Korea’s priorities. (Abrahamian, 
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Cummings, Mo’az 2004). Despite increases in coercive pressure North Korea moved in 

the opposite direction of the desired result. 

Nincic’s theory does not seek to explain every situation from the standpoint that 

the dependent variable is always the result of the same independent variables. Instead, his 

model casts light on the effect of the independent variables on the other independent 

variables. If in each case there is a behavior that is considered abhorrent – a nuclear 

weapons program – and a penalty of some sort is implied or enacted – sanctions, the 

threat of force, etc. – how does this effect the other internal variables or incentives that 

then either result in a cessation or continuation of the behavior? 

While Nincic relies primarily on verbal explanations to illustrate his model, I have 

attempted to represent the core aspects of the IO/IR model in a visual medium. Each level 

of pressure has a specific effect in the modified IO/IR model, represented in Figure 5.  
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In Figure 5 there are two fields of behavior, cooperative or deviant, represented 

by the two large fields. Once a regime moves from cooperative behavior to deviant, they 

are susceptible to receive some type of pressure from the international community to 

coerce them back to the cooperative side. The nature of the coercion can range from low 

to high magnitude. I have listed the following in rank order from initial, simple steps to 

those of a more punitive nature, flowing from right to left. Pressures of low magnitude 

focus on diplomatic moves such as direct talks, formal protests, and the pressure that 

crosses over to the next level of magnitude, targeted sanctions. Pressures of moderate 

magnitude include the varying degrees of economic sanctions, escalating to trade 

embargos and international isolation. Finally, the pressures of high magnitude are 

military action and acts of war, such as blockades, selective targeting to destroy capacity 

or facilities, and finally invasion and/or regime removal. 

Each of these methods of coercion can have a varying effect on the regime’s 

tendencies toward continuation of a deviant behavior, and as proposed by the IO/IR 

model, each coercive measure can either offset the incentives for continued behavior, or 

restructure the incentives and change the value of the behavior.  

In the model I have developed in Figure 5, we see that as the pressures increase in 

magnitude from right to left, an IO or an IR response is triggered, as shown by the arrows 

below the renegade regime. Depending on the effect – IO or IR – a regime will either 

continue on the path of deviance or return to the fold of international norms. In the first 

instance, if incentives are offset the regime moves back to compliance, while if the result 

is IR, it continues it’s deviant course and is subject to increasing pressure. The second 

instance of economic sanctions will restructure the incentives one way or another, 
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moving the regime toward intransigence, requiring further and harsher measures, or de-

escalating the situation to where the regime is receptive to lesser measures which may 

yield an offsetting outcome.  

The final instance shows that incentives can only be offset at this point, with no 

potential for restructuring since the regime is gone and/or the policy change that was 

desired by the international community (withdrawal from an occupied area, the 

destruction of weapons program infrastructure) is achieved. Military conflict with the 

international community today usually means regime removal, which leaves no room for 

a restructuring process, as those who were in power are no longer able to make 

considerations and decisions about the state. If the military action is targeted in nature, or 

has a specific objective, then there is no longer an incentive to offset, as the capability is 

reduced or destroyed. 

Diplomatic pressures have often been labeled by many as signaling, not coercion 

(Allen: 2005). They are often symbolic and undertaken with little expectation of success. 

Occasionally, however, they can be effective in small scale disputes, usually among 

states with previously cordial relations. This dynamic is shown by their two potential 

results, a return to cooperative behavior, or a restructuring of incentives (IR).  

The middle route of intermediate pressure – usually economic sanctions – 

provides two alternative directions. One way or another the pressure will be incentive 

restructuring (IR) as it changes the cost/gain relationship, but it could leave gains on the 

side of continued belligerence or on the side of a path of compliance. This is not to say 

that once a renegade moves from belligerence to the point of negotiation out of its 

pressure that the economic sanctions can be lifted and less severe diplomatic pressures 



Daniel J. Davis  24

enacted. This simply shows that the renegade is now more susceptible to the original 

diplomatic pressures and seeks to rid itself of any vestige of its perception as a norm-

breaker. As economic pressures are lightened, the offset incentives create a positive 

direction which the renegade – seeing the light at the end of the tunnel – does not wish to 

reverse. 

 The assumptions of prospect theory have implications for the modified IO/IR 

model when evaluating the use or potential use of sanctions. Returning to the value 

function of prospect theory, we can label the domains with the expected attributes of one 

residing in each domain, as shown in Figure 6.  

 

Figure 6 – Prospect Theory Domains 

 

The susceptibility of the target to change under pressure, or the resistance they 

might counter with, depends on their position in the value function – they are either in the 

domain of gains or the domain of losses, which determines if they will tend to be risk 

acceptant or risk averse. But this position is not static and changes with perception. A 
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regime may perceive itself to be in a position of loss, while the sending side views the 

circumstance as the opposite.  

The framing effect opens up other interesting avenues, as it allows for one side to 

attempt to change the perception of the situation by the other. Manipulating the way one 

side perceives itself could possibly alter the outcome of any coercive measures, or 

potentially eliminate the need for them.  

The IO/IR model explains how a regime’s incentives to comply with international 

demands or continue in defiance can be changed by the pressures used against it. This 

goes a long way to explaining the often counterintuitive reactions to sanctions by norm-

breakers, in what is an albeit simplistic model. This restructuring might also have another 

dimension which would predict the likely success or unsuccessfulness of sanctions in 

particular, in a given situation. 

 The missing piece of the IO/IR model is that it does not account for the initial 

relationship – the power dynamic – between the sender and the receiver. It assumes that 

the strong state is strong and the weak state weak. From this, the weaker state looks to 

maximize its relative gains through its continuation of deviant behavior, or through 

compliance. But what about the potential independent variables that exist outside of this 

model?  

 As Figure 6 illustrates, each side resides in a domain of risk acceptance or risk 

aversion, and this will effect their willingness to suffer losses. It also tells us what should 

be considered a loss and what should be considered a gain. To put things in sports 

terminology, this is pre-game calculus, not just reaction to developments on the field. Just 

as a coach will change the plays and his game plan according to the strengths and 
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weaknesses exhibited by the other team during the game, he will also spend time 

developing a game plan well before the actual play commences. To further the analogy, if 

an opponent’s team is overwhelmingly superior in defense, the coach knows he is at a 

disadvantage. How he reacts to a turnover is one issue, how he attempts to avoid the 

turnover in the first place is another. 

This is where we can combine the two theories. We are now looking at not only 

the effects of the independent variables on each other after the institution of the pressure, 

but also the effects that the state and nature of the regimes and the relationship between 

sender and receiver have on the variables before the sanctions or other pressures are 

imposed.   

 Utilizing the assumptions of prospect theory, we can look at the initial 

circumstances of the state of the two actors – sanctioner and sanctionee – to evaluate their 

relative positions of strength and weakness.  

 The IO/IR model shows that external pressure can change the value of deviant 

behavior by increasing the relative gains in areas of legitimacy, rallying round the flag 

effects, and ideational motives. We now look to see the impact of the suggested dynamic 

between the strength and weakness of a sanctioning country and the one under the 

sanctions. 

When any state places pressure on another the likelihood of success is in relation 

to the power relationship between the two sides. This relationship is not always obvious 

in that the state that is measurably weaker may actually have the advantage of relative 

strength, or at least relative immunity. A state with great military and/or economic power, 

tied to their ability to use it against the other, increases or decreases the likelihood of 
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success. We can see that in an example of a state with significant military capability that 

could be used against another, however, for reasons such as domestic opposition, 

stretched capacity or an economic dependence on the renegade – like petroleum 

importers – the pressuring country is perceived as unable to make good on its threat of 

force. In this case, the weaker state can use the threat to its advantage.  

This situation would be a case of incentive restructuring, because the internal 

support gained by the renegade regime from the public perception that the strength of the 

pressuring state is just a façade, makes continuation not only penalty free, but also a 

relative gain maker and creates a value to continued misbehavior.    

To forestall this outcome when in a position of gain advantage – or being in the 

domain of gains, the upper right quadrant in Figure 6 – the strong state could increase the 

size or scope of the pressure from the outset. This action may seem counterintuitive, as 

the sender is risk averse. Ultimatums do not always work, but they work better than mere 

rhetoric that isn’t followed through. In a sanctions example, a moderate array of 

import/export restrictions and limitation on business transactions might yield an IO 

effect, or it could result in an IR change, which would be counterproductive. If the 

renegade is truly in a position of loss disadvantage, or in the domain of losses, an 

immediate and strong response such as a blockade might have the opposite effect of that 

intended, as the regime is in a state of loss aversion, and therefore risk acceptant. 

We can see this in the case of Iraq prior to the Gulf War. The United States chose 

a response fitting for an actor in the domain of losses, as it perceived itself to be losing 

the long term battle with an unrepentant foe. But the US was actually in a gain advantage, 

with overwhelming advantages in power and leeway in the international community to 
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commit almost any action with impunity. From their actual positions according the 

prospect theory domain illustration in Figure 6, and not based on the perceived positions 

of the two sides, the high magnitude pressures were sent from the domain of gains to the 

domain of losses, yielding an IR effect both times. 

Using the IO/IR model, and factoring in the reference point of the regime in 

question, if a renegade is in the domain of losses it signals that sanctions – a moderate 

magnitude pressure – will be IR. If the regime is in the domain of gains the same 

magnitude sanction will be IO. By factoring in the position of a renegade regime – loss 

averse or loss acceptant – in relation to the magnitude of the pressures considered, one 

should be able to determine if the effects of the sanctions will be incentive offsetting or 

incentive restructuring.  

Based solely on the IO/IR model and a limited estimation of value based on 

magnitude, we would hypothesize that an increase in the magnitude of the pressure 

imposed will increase the likelihood of a restructuring effect until the ultimate level – 

military intervention – is applied. However, this hypothesis changes once we add 

complexity by using the IO/IR model in conjunction with prospect theory. 

Earlier I assessed that framing could change perception, and that by adding 

complexity perception became more refined, but the reference point could change. If we 

are basing our expectations for behavior on our understanding of each side’s perceptions, 

we must understand how an increase in information – or complexity – can impact both 

the framing of a situation, and the reference point from which that framing is made. Four 

basic assumptions help us to derive two further hypotheses from the fusion of the IO/IR 

model with prospect theory. 
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Assumption1: Perception changes with changes in framing. 

Assumption 2: Adding complexity clarifies perception and refines the reference 

point.     

Assumption 3: The initial reference point places one in a state of loss aversion or 

loss acceptance. 

Assumption  4: The reference point is the status quo if the framing is based on 

current circumstances. If the framing changes, the reference point changes. 

We can now hypothesize that, 

Hypothesis 1: A high magnitude pressure from the domain of gains to the domain 

of losses will yield an IR response. The opposite will yield an IO response. 

Hypothesis 2: A low magnitude pressure from the domain of losses will yield an 

IR response. The opposite will yield an IO response. 

 

I’ve represented these hypotheses in Figure 7. The two domains of Figure 6 – 

gains and losses – are represented in Figure 7 by two opposite fields. Each domain has its 

expected attributes and attitudes, risk and loss acceptance and aversion. Figure 7 shows 

different magnitudes of pressure originating from the two domains, and the expected IO 

or IR result. 
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Before we start to consider if incentives have been restructured, we need to look 

at the initial framing of the challenge. County X is perceived by county Y as strong, 

based on the reference point that it has a massive military capability, far greater than its 

own. The threat of attack should be considered with the utmost gravity. County Y 

commits a deviant act, invading one of its neighbors. We now have a reference point and 

a gain for country Y. According to prospect theory, it should be willing to endure 

hardship to protect its gain, a result of the endowment effect. It would shift its reference 

point and perceive any roll back as a loss. It would be loss averse to its gains and be risk-

averse in seeking further gains. 

 In keeping with the assumptions, adding complexity refines perceptions and 

changes the reference point from what was (old status quo) to what could be or what is, 
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(potential status)  based on the new perception. Country X, while still militarily superior, 

is currently embroiled in another area of conflict, and with an over extended military and 

domestic discontent high, it is in no position to tackle a new military adventure. It is in 

the domain of losses, theoretically unwilling to risk much to coerce country Y.  Country 

X demands that country Y withdraw its forces, or face serious consequences. But country 

Y has changed its reference point, based on the framing. Country X’s capabilities are the 

same, but its willingness is marginal.   

We can then predict that pressure short of military force will likely be 

unsuccessful for country X, as its risk aversion in regards to gains is countered by country 

Y’s loss-aversion and willingness to protect its gains at considerable cost. The pressure 

exerted by X then becomes incentive restructuring (IR), making the continuation of the 

deviant behavior not only an activity of gain protection, but a relative gain maker as it 

receives benefit from increased domestic support and increased rent-seeker loyalty.  

As we will see in one of the case studies in this thesis, based on the reference 

point and framing, Libya and the US were in different domains, Libya in losses and the 

US in gains. Therefore, the threat, or perceived threat, of not just continued sanctions but 

direct military action caused an IO effect, making it more costly in the Libyan regimes' 

calculations to continue its deviant behavior than to comply with demands. But there was 

no additional action, only the perception of action. This is represented in Figure 7, 

showing that a small pressure from a sender at a gain advantage to a receiver at a loss 

disadvantage has an IO effect, while a large magnitude pressure in the same direction 

would have an IR effect, as the renegade in the domain of losses would be risk-acceptant 

and more likely to attempt to withstand the pressure. The reverse is true if we change 
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poles. A large magnitude pressure from a sender at a loss disadvantage to a receiver in a 

gain advantage should yield an IO effect, for example, a comprehensive international 

trade embargo. The renegade in the domain of gains would not exhibit risk-acceptant 

behavior, and would be more likely to capitulate. However, a smaller magnitude pressure, 

such as diplomatic sanctions or travel restrictions would yield an IR effect as country Y 

again gained from the domestic benefits of its continued misbehavior.   

When the sanctioning state is in the domain of losses or loss disadvantage 

according to Figure 7, it is more likely to succeed with a large magnitude pressure, as it 

has a greater effect on the renegade, and as the sending state is more willing to endure 

hardship due to its loss aversion from the adjusted reference point. A small magnitude or 

small scope pressure by an apparently stronger state would again reinforce a perceived 

weakness and affect an IR response. 

The opposite appears true when it is the renegade that is in the domain of losses or 

loss disadvantage in Figure 7, as it is now more willing to endure great hardship, having 

already experienced a loss, or trying to protect against one. At the same time, a small 

magnitude or small scope pressure from a position of gain advantage may or may not be 

significant enough to effect incentive restructuring, and might favor an offsetting 

situation where the behavior could be modified with the expectation that a moderate 

change would be adequate to placate the pressuring side.  

Factors which determine whether a participant is in a state of gain advantage or 

loss disadvantage include asymmetric economic dependence, as in the case of oil 

producing states, domestic support of both the sanctioning and renegade regimes, and 

international perceptions, among others. If the cost to the sanctioning side is too great, 
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and they are in a position of loss, they are more likely to attempt a small magnitude 

pressure, which according to our model would result in an IR effect, counter productive 

to the purpose of the pressure. 

The model in Figure 7 shows that the counter intuitive action often has the desired 

effect, while the intuitive response can result in a counterproductive result. Much like 

placing all of your chips on one bet, the stronger reaction is more effective when the 

renegade is strong and the santioner weak, and conversely, the smaller pressure from a 

truly strong state would hinder any IR gain that the weaker renegade may experience.  

It should be noted that an IR effect does not always signal a failed policy. In the 

case of Serbia, which while it is not one of the sample regimes included in this study, is 

one which experienced the same gamut of pressures from the US and the West, its 

original position was one of persistent defiance. It was obviously operating at a loss 

disadvantage, while the US was in the domain of gains. Initially, Serbia withstood the 

bombing of NATO forces, but with the increase in scope over time, domestic support for 

resistance turned against the regime, increased the costs and contributed to its 

capitulation. There was an IR effect, but it was a change in the incentives from non-

cooperative to cooperative. This may signal that an IR effect will first change the 

reference point, leading to a re-framing, which then reconfigures the incentives.  

 

Applying the Model 

The common American perception of one state – the US – as being the enforcer 

of the international standards set by ineffective and toothless international regimes such 

as the UN, reflects a national myopia. China has its own security concerns as does 
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Russia, South Africa and every other state on the globe. But because we are inundated 

with news from one perspective, our own, it appears that the United States is the primary 

legitimizer of international behavior. In many cases, it is the US that appears to be the 

world’s policeman as it applies the entire gamut of coercive pressures more regularly 

than do other states. But military action is not a sole tool of the US, as Russia, Great 

Britain, Israel, and Iran among others have used direct force or force by proxy to achieve 

political ends in the past decade. In the narrow sample of cases observed in this thesis, 

however, it is the US who is the common enforcer of international norms, and opponent 

of the renegade regimes. 

In 2002, President George W. Bush singled out three countries – Iran, Iraq and 

North Korea - as belonging to an “Axis of Evil.” There were some notable exemptions to 

this list. Libya escaped mention, although it had its own chemical and nuclear weapons 

program. Pakistan, the country that has done more to proliferate weapons technology than 

perhaps any other country in recent times was also left off of the list. Syria, another 

weapons proliferator, was absent. Why did the line of demarcation fall where it did? 

What was it about these three states that made their activities and behavior unacceptable, 

while others got a pass? Why did the US feel the need to declare that it would never stand 

for a nuclear armed North Korea, Iraq and Iran and then watch as one achieved that end 

and a second made substantial progress in spite of international condemnation?   

The examples above illustrate the difficulties in arriving at an acceptable 

definition of what a rogue state is. Unless there is a workable definition, or at least a 

common frame of reference, any analysis will be of little utility. The definition appears to 

be less one of unacceptable behavior by some unvarying standard, but unacceptable 



Daniel J. Davis  35

behavior to the norm-setters in light of a security threat. If Israel possesses nuclear 

weapons, most of the world does not feel threatened. If Iran were to possess nuclear 

weapons, the security threat would be felt by entire continents. 

But the desire to achieve or progress toward a certain policy or program does not 

always equate into rogue status. This is apparent in the recent announcement by six Arab 

nations – Algeria, Egypt, Morocco, Tunisia, UAE and Saudi Arabia – of their intention to 

start or restart nuclear programs of their own. While they would all be in compliance with 

the NPT, this action violates the spirit of the treaty and raises the fear of a nuclear arms 

race in the Arab world to counter both Israel and Iran. It is unlikely that any of these 

states will prove to be too “unstable” or “undemocratic” for this behavior to be as 

unacceptable as Iran’s or North Korea’s, and doubtful that the international community 

will try and use similar pressures to dissuade these states from taking this dangerous 

course. 

 The search for definition begins with terminology. Various terms have been used 

to label those states or regimes whose behavior is contradictory to international norms, or 

who face condemnation by the international community. From Reagan’s labeling of 

Libya as an “Outlaw State” to the Clinton administration’s use of the term “Rogue State” 

in the 1990’s, the terms have taken on more than a descriptive air. The Bush 

administration relies heavily on the State Department’s list of state sponsors of terrorism, 

with occasional diversions into the politically charged “Axis of Evil” terminology.  While 

all of these labels have been used to identify similar behavior they stem from the political 

interests of a particular nation and agenda, not from a bias-free association of non-

normative reasons. Iran is an “evil” state in the view of the American government, but it 
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is one of the leading suppliers of petroleum to the Japanese, our friends and allies. What 

is acceptable to some is of little significance to others. Therefore, whatever label is used, 

and whatever the fashionable term of the day might be, it is a reflection not just on the 

behavior and activities of one state, but also a reflection on the political and ideological 

slant of those who apply the term. 

 In an attempt to strip away the normative character of the terminology, Nincic 

(2005) uses “Renegade Regime” as his label of choice, for it is, he argues, not the state 

itself that is bad, nor is it the opposition of values systems, but simply the non-

compliance with international norms of acceptable behavior that cast a regime into the 

deviant category (Nincic, 2005). Since the cases under comparison here all have the 

United States as either a unilateral pressure applier, or as the leader in the concert of the 

international community, the terms “rogue state” and “renegade regime” will be used 

interchangeably. 

 States act and react in a rational manner, even if their leaders seem quite irrational 

at times. Starting from the premise that every regime seeks its own survival, we can 

proceed to an analysis of how each of the regimes examined in this thesis perceives its 

security threats and strengths, and how they seek to maximize gains in a very unequal 

world power system. Their options are often quite limited, and alternatives to the 

development of asymmetrically powerful weapons are not readily available. While 

mutual security pacts eliminate the need for a state to develop this technology, the rogue 

states have no one to enter into a pact with that is strong enough to counterbalance the 

percieved threat to their regime posed by the powerful norm setters. 
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 Some have attempted to reduce the conflict between the international community 

and the current slate of rogue states to an inevitable confrontation between competing 

civilizations,  or that they are simply the result of a long anticipated confrontation 

between conflicting value systems and part of a greater battle centered not on behavior 

but on identity. (Huntington, 1996) This notion is reflected not only in recent literature 

but in the current political rhetoric, casting one side as right and another as wrong. In 

light of these normative assertions, the reasons for behavior are attributed to factors 

intrinsic to the individual actors, and not to the choices between available options to 

maximize gains. Even the root causes of the current cases of deviant behavior have been 

defined apart from their security dilemma origins and attributed to cultural factors, 

limiting the possibility of scientific explanation. While Samuel Huntington (1996) has 

argued that confrontations between civilizations would be difficult to resolve due to a 

lack of common values and meaning, he fails to identify that similar separations can and 

do exist between a broad international consensus transcending cultures and civilizations 

and a few isolated regimes acting and responding to drives which are fundamentally 

different from the majority. Without the link of common values, dialogue and 

compromise between these opposing reference points, not opposing cultures, becomes 

increasingly challenging. 

To label a behavior as deviant there must be a standard against which a behavior 

may be measured. The expansion of democracy has brought an emerging consensus on 

the obligation of governments to protect human rights, and it has reinforced the paradigm 

of restriction of sovereignty as a means to eliminate any political or diplomatic method to 

hide or justify violations (Nincic, 2005:5). This aspect of sovereignty has been transferred 
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to international regimes, which are “sets of implicit or explicit principles, norms, rules 

and decision-making procedures around which actors’ expectations converge in a given 

[issue area]” (Krasner, 1983: 2). The signatories to these regimes enter willingly, and the 

requirements include a responsibility to adhere to the expectations of these regimes. This 

expanding interdependence has also delineated acceptable and unacceptable means of 

international behavior. Through the increasing relevance of international regimes to 

establish norms and as forums for conflict resolution, the limits of unacceptable 

international behavior is becoming clearly defined, if not routinely enforced. 

Of note is Nincic’s (2005: 22) assertion that deviance is also a matter of where 

one stands on the international social hierarchy. Religious oppression gains much more 

condemnation in Taliban Afghanistan than it does in Beijing, and the occupation of 

Kuwait by Iraq is less tolerable than the occupation of Iraq by the US. This requires a 

standard definition of what a renegade regime does to give it renegade status.  

A renegade regime is simply one that participates in behavior that is not 

acceptable to the agreed upon standards of acceptability to the point that action is taken to 

counter the behavior.  A useful definition of deviance is “deviance refers to behavior and 

conditions that people so define. The basis of such definitions is the definer’s interests, 

which are felt to be jeopardized or threatened in some way by these acts or conditions,” 

(Pfuhl, 1986, 21). 

Nincic identifies four behavioral attributes of a renegade regime: Terrorism, 

weapons of mass destruction, internal repression with international consequences, and 

external aggression. Most of these are self-explanatory. He notes that it is not sufficient 

for a regime to only be internally repressive, many states commit blatant violations of 
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human rights standards with little international repercussions. It is when this repression 

results in consequences beyond its borders that the threshold for renegade status is 

achieved, as the number of stake holders in real-politik terms is increased, and cost is 

extracted from the norm-setters (Nincic, 2005: 64).  

Nincic further categorizes renegade states as primary renegades and secondary 

renegades. Both exhibit deviant behavior, but secondary renegades evolve from the 

primary renegades. For primary renegades, the reasons behind the initial instance of 

deviant behavior stem from decisions based on the direct and indirect linkages to a 

supposed benefit. Primary renegades, he argues, are motivated more by indirect links, in 

other words, the internal political gains far outweigh any perceived consequence from 

outside (Nincic, 2005) An example would be Iraq’s invasion of Kuwait. While the 

potential for retaliation by external forces was potentially there, the risk was not 

perceived as great, while the potential gains from acquiring the oil fields and the internal 

increase in prestige would be monumental. Once the action was undertaken and Iraq 

solidified itself as a primary renegade, the world responded and Iraq moved into the 

category of secondary renegade where it was hoped by the world community  that 

external pressure such as economic sanctions – the direct link – would have a 

determining influence on their behavior and force a change.  

 As previously discussed, the definition of renegade changes with the passing of 

time and the shifting of the power balance and the subsequent shifting of international 

norms. The USSR would have a much different definition of deviant behavior than would 

pre-communist Tibet, and Apartheid South Africa would have different ideas than would 

Post-Civil War America. The definition of what a renegade state is depends on many 
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factors, and to make broad generalizations risks creating samples which are spurious in 

the causality of any noted variation. Selecting a set based on the common possession of a 

vague independent variable, i.e. a country that violated core international norms, and then 

attempting to assign a binary value would create the risk of clouding the differences 

between necessary and sufficient conditions. 

Using Nincic’s criteria for determining which states are “renegade” it is possible 

to further narrow the field to examine a sample with one easily defined dependant 

variable to test the PT-IO/IR model, and to find an explanation for any noted variation. 

To do so I will compare the reactions of the identified renegade regimes to similar 

pressures which are applied to achieve similar behavior changes. There are challenges in 

this method, as it may appear that there is not enough variation between the cases or that 

the variations are too small to be of significance.  I make basic assumptions about the 

similarities of the regimes in question, but the list is not arrived at by random comparison 

of instances with minor similarities, rather, each case is similar across a range of 

circumstances. (Nincic, 2002:68). And in considering the variation in the ultimate 

outcomes, as Ragin (2000: 60) observes, the negative cases should not differ from the 

positive instances by extremes, rather, they should resemble the positive cases across a 

range of commonality. They should be similar in important ways, and the variation would 

then be explained by the differences. 

 From the list of primary and secondary renegades, arrived at by using the four 

criteria, we then select the four renegade regimes that we will use for our sample. The 

antecedent conditions of our rogue states are the following, those states that are or were 
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seeking nuclear weapons and that are or were considered to be a threat to the United 

States. The states I use in my sample are Iraq, Iran, North Korea and Libya.  

Each of these regimes exhibit very similar qualities. They are all lead by 

authoritarian governments, each centered on a cult of personality figure and a backing 

ideology. Each has been associated with a majority of what are identified by Nincic 

(2005) as the four components of renegade regimes – aggressive use of force, 

sponsorship of terror, internally oppressive and freedom limiting, and pursuing weapons 

of mass destruction (WMD) programs. All are or were under comprehensive sanctions 

regimes by the international community, and all are openly defiant of the West in rhetoric 

and action. 

I will use these four states as case studies in order to focus on a particular 

circumstance of compliance and non-compliance in a very specific behavior, repeated in 

four similar circumstances. Since we will be using many of the same assumptions as 

Nincic, we will also use the criteria he used to arrive at his definitions. By examining the 

effect of pressure on the other variables using the PT-IO/IR model and not merely 

attempting to correlate the existence of a given pressure with the success or failure in 

changing behavior, we can see which pressures in which instances are incentive offsetters 

and which are incentive restructurers, and what the internal political circumstances are 

that make them so. In this way a more logical and effective means may be demonstrated 

to achieve the desired political outcomes, and determine which means – while providing 

their own meeting of internally important incentives for the norm-setter – amount to only 

grandstanding.  
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Little can be ascertained from simply stating statistical information, for example, 

that sanctions are effective in thirty-four percent of cases where the receiving state has a 

strong economic tie to the sending state. Rather, what we are looking to see is if there is 

the possibility that the reason for the variation is the changing valuation of the same 

variables across very similar cases.  

The model will be applied to a specific scenario using this comparative sample of 

four renegade regimes exhibiting the same deviant behavior – developing a nuclear 

weapons program. There is variation in that the end state (as of today) in each of these 

cases is different, while the nature of the regimes, as well as the behaviors and pressures 

were surprisingly similar.  

 

Analysis of Four Cases — Incentive Offsetting or Incentive Restructuring? 

I again display Figure 7 here, to reinforce the predicted outcomes of each of the 

following case studies. By using the PT-IO/IR model, the type of pressure used should 

indicate the most likely outcome, if we first accurately place each side in the correct 

domain of the prospect theory value function. This, however, is not as easy as it may 

appear, since the starting position is not always based on the actual position in terms of 

size and strength, but is highly dependent on each sides’ perception of their true position, 

and on the way that they frame the current reality, or the starting point. 
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- The US and Iraq – An IO/IR Mix 

 

Using the prospect theory value function, the initial placement of the two sides in  

their respective domains is illustrated in Figure 8. The attributes of each domain should 

explain the actual reactions by both sides, as we will see in the following examination of 

the recent history of coercive pressure, such as risk taking by Iraq, and risk aversion by 

the United States. According to my two hypotheses, a high magnitude pressure from the 

domain of gains should yield an IR response, potentially locking in the renegade behavior 

of the opposing side. A low magnitude pressure should yield the opposite, an IO 

response, with the pressure offsetting the gain of the deviant behavior, and pushing the 

renegade to compliance to the international will. 
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Following its invasion of neighboring Kuwait in 1990, Iraq was placed under a 

comprehensive UN embargo, allowing for trade only in humanitarian necessities. As 

thousands of troops deployed to Saudi Arabia, Iraq was given notice that a failure to 

withdraw would lead to direct military action by the coalition. Both of these measures 

were of high magnitude, but Iraq did not change its behavior, contrary to the expectations 

of the international community, but not contrary to the PT-IO/IR model. The 

ineffectiveness of this level of coercion indicates that the regime did not take the threats 

by the US and the international community seriously. When faced with the possible loss 

of its recently acquired gains, now considered permanent through the instant endowment 

effect, the perceived loss was far greater than any gains that might have resulted from 

compliance. The regime also concluded that there were gains to be made in the Arab 

world from opposing the United States and its ally Israel. These considerations, coupled 

with the sense that the US didn’t have the stomach for a protracted fight, left the regime 

solidly entrenched on its course of disobedience.  
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Following the Gulf War, the United States insisted on the complete elimination of 

all of Iraq’s weapons of mass destruction and its nuclear research projects.  Iraq spent the 

next decade circumventing inspectors when they could and hiding sensitive areas of their 

programs. It also continued missile development, and engaged in stalling tactics which 

increased the frustrations of the coalition. In 1998, the United States launched Operation 

DESERT FOX, bombing many key facilities within Iraq. With most of his weapons 

building capacity destroyed, Saddam’s regime barred any further inspections by the 

international community, eliminating not only their ability to verify the dismantling of 

any remaining program aspects, but also eliminating the main source of intelligence and 

information inside Iraq. In a game model, the ability of both sides to know the intentions 

of the other greatly decreased (Axelrod, 1984), making the climate between the two all 

the more dangerous in the aftermath of 9/11.  

As the political climate changed in Washington so did the notion that the US 

needed to preempt its enemies before an attack could occur. With ambiguity surrounding 

the current state of Iraq’s weapons development programs and it unwillingness to comply 

with aging UN resolutions, the United States once again increased the pressure on 

Saddam Hussein to comply. While Iraq initially agreed to allow inspectors to return and 

made every outward attempt to satisfy US demands, there was a continued pattern of 

dishonesty and subterfuge, albeit on a limited scale. In hindsight, there was little the Iraqi 

regime could do at that point, the outcome already decided upon by US leadership. In 

March of 2003, the US invaded Iraq and deposed the regime, effectively ending its WMD 

programs, of which little evidence of their existence remained. 



Daniel J. Davis  46

Both prior to the Gulf War and before the 2003 invasion of Iraq, the coercive 

pressures exerted by the United States were enormous. The potential of the prosecution of 

two wars, the associated disruptions to international oil markets and the political costs of 

prolonged occupations caused significant costs for the sender (US). As previously noted 

from Allen (2005) and Drezner (1999), a pressure of high cost to the sender makes the 

chances of success more likely, but it appears in both cases that the attempts to change 

Iraq’s behavior failed. This is a partial answer to the question of the likelihood of 

incentive restructuring increasing with the increase in coercive pressure.  

As predicted by our model, the reference point of the two states placed the US in 

the domain of gains and Iraq in the domain of losses. Iraq was demonstrably loss averse 

and risk acceptant. The high magnitude pressure from the international community 

yielded an IR response in both instances, reinforcing the deviant behavior by 

restructuring Iraq’s incentives, and proving to be counterproductive in achieving their 

intended result. 

 

- The US and North Korea – An IO/IR Mix 

 

The initial placement of the two actors in the second case study – the US and North 

Korea – in their respective domains in the prospect theory value function is illustrated in 

Figure 9. The United States has clear advantages militarily and economically over North 

Korea. North Korea also considers its position to be one of weakness based on its 

perception of being threatened by a much more powerful opponent. And again, the 

attributes of each domain should explain the actual reactions by both sides, such as risk 
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taking by the North, and risk aversion by the United States. Restating our two 

hypotheses, a high magnitude pressure from the domain of gains should yield an IR 

response, and a low magnitude pressure from the domain of gains should yield the 

opposite, an IO response. 

 

 

 North Korea differs from the other regimes in our set in that it has been under 

severe sanctions for half a century. It fits into our model however, because of recent 

events, as the current round of pressures revolves around North Korea’s nuclear program, 

a new development in this ongoing contest of wills.  

 In the 1980s, North Korea experienced a slight moderation in its domestic politics 

as fissures began to expand within the leadership. Years of economic isolation had left 

the country in a disastrous position, and costs of continuing on their ideologically 

intransigent path appeared untenable. Through the passing of a joint-venture law in the 

1980s and the opening of a free trade zone in the early 1990s, North Korea attempted to 

entice foreign investment and improve external relations. Other moves by more moderate 
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elements in the government at this time, including allowing IAEA inspectors into the 

country, brought a direct challenge to the hard liners within the regime. By the late 1990s, 

the North had begun a process which might have resulted in a more open state, or with 

continued pressure on the resistant elements in the leadership, a collapse of the regime. 

The US had eased sanctions giving North Korea relative gains for their concessions to 

many demands, including the freezing of the Taepodong missile program and the signing 

of the UN convention against financing terrorism. Behavior was being modified by a 

decrease in pressure, another small but significant support for the hypothesis.   

 While it can’t be said that North Korea was on a path to democracy and adherence 

to all international standards of behavior, their modified stance to the West was notable, 

even if their internal brutality was unmitigated. With the inclusion of North Korea in the 

“Axis of Evil,” the dynamic changed. Shortly after, the regime revealed its secret 

uranium program, demanded the removal of all monitoring devices in its nuclear facilities 

and announced their withdrawal from the Nuclear Non-Proliferation Treaty (Nincic, 

2005). 

 This sudden shift in posture by the North Korean regime smells of incentive 

restructuring. The changes by the West in their approach turned the economic and 

diplomatic concerns of the North into very real and imminent security concerns. To use 

prospect theory terminology, the reference point changed because the framing of the 

issue was changed. Given this new reference point, the gains of giving up a nuclear 

program became negligible when compared to the potential losses of not having a means 

of defense from a hostile international order. Already in the domain of losses, North 

Korea was loss averse and willing to suffer great hardship, hardship it was already 
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suffering in order to retain its only source of leverage in an increasingly antagonistic 

battle. And as stated previously, no amount of carrots will overcome the continually 

reinforced perception that your enemies want to destroy you, and the surest way to let 

them is through unilateral disarmament.  

 As the US tried to turn its foreign policy goals into a paramount regional issue, it 

developed the six party talks, and insisted that this would be the only forum that the 

United States would participate in, even though they had had unilateral talks with North 

Korea in the past. (Abrahamian, Cummings, Mo’az 2004) In the several rounds that have 

taken place so far, the North has gone from defiant and belligerent, conducting missile 

tests, to actually testing a nuclear device, and then returning to the table to make more 

demands given its perceived increase in negotiating power. It has done all of this without 

suffering any real or costly repercussions. 

 Unity of purpose is blatantly lacking in the agenda items of the six party talks, and 

each participant seems to have their own area of concern. While the US insists that all 

negotiations take place within this framework, the lack of cohesion among the 

participants give little credibility to the threats voiced by any particular country. In Table 

2, the lack of unity can clearly be seen, illuminating the difficulty the parties face in 

presenting North Korea with any credible threat. The participating states are shown, 

along with their most important agenda items. Nuclear proliferation is of high priority to 

most parties, while the issue of ballistic missiles – the means of delivery – is of marginal 

importance to the majority. With such a wide range of issues to be discussed and with 

each party considering the issues of varying importance, arriving at a unified front is as 

challenging as confronting the threat that necessitated the negotiations. Without a unified 
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agenda, North Korea has little reason to take any threats seriously. The one issue with the 

most attention and concern is nuclear proliferation, but even the discussion of that issue is 

mired in disagreement between the five other parties as to the acceptability of allowing 

North Korea to retain some form of nuclear program. The goal of presenting a unified 

front remains elusive, and a hinderance to any real progress in the negotiations. 

Table 2.    Six Party Talks – Main Issues 

 

(Secondary Source: Park 2005: 78) 

 

 Through all of the effort and frustrations of putting these negotiation forums 

together, the only real pressure envisioned by the norm-setters was the application of 

limited sanctions. This seems to be the recurring missing piece to the puzzle in the minds 

of the stake holders. But what is truly puzzling is the expressed expectation by leaders 

that new sanctions would work, even though under the old sanctions regimes, North 

Korea was able to develop and test a nuclear device. What is apparent to many seems to 
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be lost on policy makers. After 50 year of sanctions, and after reviewing the options 

available to the North Korean regime, it is obvious to many that this newest sanctions 

proposal has “The telltale feel of most sanctions, imposed mostly because military 

intervention is impossible, and yet one has to do something,” (Zakaria, 2006). 

 In October of 2006, North Korea claimed to have conducted its first successful 

test of a nuclear device. (Global Security Web Site, 2006) This led to immediate US 

condemnation and a call for new targeted sanctions. These new sanctions, however, 

represented an increase in the already high magnitude pressure aligned against North 

Korea. The country is diplomatically and economically isolated, and felt threatened with 

a probable regime removal by the United States. As we have seen, this large magnitude 

pressure has failed to yield the desired result, but seems to have again restructured the 

incentives.  

 As the six party talks failed to reach the desired outcome, the tone of the US 

began to soften considerably, and apparent progress has been made in the negotiations 

over North Koreas nuclear program, with the prospect of the return of inspectors, and the 

eventual disarmament by the North of their nuclear weapons (Fan, 2007). This softening 

of the pressures and the apparent willingness of the US to offer the carrot of a reduction 

in pressure seemed to yield positive results in an incentive offsetting manner. This would 

be in alignment with our prediction that a low magnitude pressure from the domain of 

gains to the domain of losses would yield an IR response.  
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- The US and Libya – A Long Road to Incentive Offsetting 

 

 

 Our third case study involves the US and Libya, in which a mix of pressures was 

employed, each yielding a different result. As we look at the placement of the opponents 

in the PT value function domains at figure 10, it again is a situation where the low 

magnitude pressure should yield the desired incentive offsetting result. 

In December of 2003, Libya announced that it was giving up its weapons of mass 

destruction program, and would allow the UN to verifiably inspect and supervise its 

dismantling. This followed years of resistance to diplomatic and economic sanctions by 

the US and other Western states. For two decades the Tripoli regime was labeled a 

sponsor of terrorism, and vehemently challenged the interests of the West in both its 

rhetoric and actions. 

The announcement of this abrupt departure from previous behavior was hailed by 

some as the direct result of the invasion of Iraq by the US and the quick removal of 

Saddam Hussein from power. Others chose to see it as a means for Libya to escape from 
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the isolation and economic disaster that had befallen the country after the imposition of 

harsh sanctions (Christian Science Monitor, 2006). The motives behind this decision by 

the Qadaffi regime are open for debate, but the underlying outcome, whatever the cause, 

is that Libya is now being re-incorporated into the international community, it has 

renounced its weapons programs, and has paid restitution to victims of the Lockerbie 

terrorist bombing.  

The turning over of two perpetrators of that incident met the criteria for the UN to 

announce that sanctions could be suspended in 1999, a move which began the loosening 

of the sanctions stranglehold. Additionally, US efforts to maintain unilateral pressure lost 

support domestically and abroad. Both congress and the White House implemented 

policies to minimize the effects of economic sanctions on business interests, exempting 

most European companies from the penalties of doing business with regimes under 

sanctions (Zoubir, 2006: 50).  

There is little debate that the prolonged sanctions had serious economic and 

political repercussions for the Libyan regime. The impact of soaring prices coupled with 

the perceived benefits of elites strengthened the radical Islamic movement, posing a real 

challenge to domestic stability (Zoubir, 2006: 55). These and other pressures led to a 

formal announcement by Qadaffi that the government would institute reforms at every 

level. This would later be seen as a mostly successful attempt to transform the economy 

into a tool to overcome the effects of the sanctions, and inadvertently change the effective 

power that could be levied against Libya by external forces. 

From its earliest days in office the Bush administration quickly began to show its 

tendencies for stronger coercive measures in regards to “nations of concern” with 
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bombings of Iraqi targets in February and July of 2001. Diplomacy would be taking a 

back seat to force (Zubir, 2006: 56). Following the attacks of 9/11 Libya quickly sought 

to seek common ground with the United States, condemning the attacks, offering 

assistance and distancing itself from its pro-terrorist past. In a 2002 speech, Qadaffi 

himself admitted that his state must comply with international law, as distasteful as it was 

or they would be “slaughtered,” (Agence France Presse, 2002). Despite its efforts to 

lessen the concern and consternation of the US, Libya felt the increasing pressure along 

with several other Middle Eastern countries as influential administration role-players 

sought an across the board ratcheting up of pressure on current and former unreformed 

norm-breakers (Lederer, 2001).      

Under this new dynamic, Libya entered into negotiation with the US through 

British channels in the hopes of achieving a lifting of US sanctions. It proposed a 

payment scheme for the victims of Lockerbie, in conjunction with reciprocal steps by the 

UN, i.e. the ending of sanctions and removal from the state sponsor of terror list. This 

was unacceptable to the US, which insisted on an unequivocal acceptance of 

responsibility by the Libyan government for the bombing. Libya continued to cooperate 

in the War on Terror by providing intelligence, and it met the US demand that it take 

responsibility for the Lockerbie bombing.  

While the initial rapprochement and willingness by Libya to negotiate the decades 

old terror issue may have spared Libya from being labeled an “axis of evil” state, it did 

not free it from the implied threat of force and continued sanctions in regards to the 

continuation of its weapons programs. Following the invasion of Iraq in 2003, Libya 

seemingly rushed to meet the decades old demands of the international community by 
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announcing that it would quickly and verifiably eliminate both its chemical and nuclear 

weapons research and production programs. With this final step, Libya allowed the 

international community to achieve its objectives, while at the same time achieving its 

own.  This change in behavior is important, for it shows that the incentives were truly 

restructured, perhaps several times. And it was not just the receiver – Libya – that 

experienced a restructuring of incentives. The US also moved from an initial intention of 

forcing a change in Libyan behavior, to a position where it was receiving domestic 

political benefits and sources of justification and support for defense spending through its 

continued isolation and demonizing of Libya, in spite of Libya’s overtures to change 

(Zunes 1997). 

Some have argued that the prolonged sanctions by the United States were the 

primary reason behind the change in Libyan policy, but let us revisit the sequence of 

events. While the US maintained its unilateral sanctions in a quest to win a moral victory 

and ensure that Libya complied in every way with its demands, the overarching UN 

sanctions regime was lifted. After the surrender of the two Lockerbie perpetrators, the 

United Nations announced that sanctions could be suspended and eventually lifted. The 

US, however, left its unilateral sanctions in place, under pressure from victims of the 

terrorist incident.  

With the suspension of UN sanctions, the economic dynamic changed. European 

businesses began to reenter the Libyan market, and the importance of the US sanctions 

further diminished. To argue that the new Libyan position was the result of effective 

sanctions is to ignore the timeline. It seems that it was a lessening in the magnitude of the 

pressure that sped the change, which indicates the predicted incentive offsetting response.  
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While it could be argued that Libya changed its behavior in the area of sponsoring 

terrorism and cooperated in Lockerbie affair due to intense international pressure, the 

recent forgoing of its weapons program must be the result of other factors, or a new 

combination. This lifting of the UN sanctions was obviously prior to the invasion of Iraq. 

Therefore, the causality – while potentially being a partial effect of the sanctions – cannot 

be attributed to sanctions alone. Additionally, the Bush administration’s strict adherence 

to the Rogue State doctrine of no negotiations – aside from any economic sanctions – 

meant that Libya had no choice but to acquiesce or face continued isolation. In 

conjunction with the threat of potential military action, the consequences for continued 

deviant behavior increased, making the potential gains much smaller. 

While it could appear that the invasion of Iraq was a motive for Libya to comply, 

the use of force against them was a perceived threat, not an actual threatened one, and 

therefore not an increase in the magnitude of the pressure. Simultaneous with this was an 

ease in the international sanctions regime, as I have described. I argue it was this easing 

of the pressure that created the dynamic for an IO response and not the IR response which 

was the legacy of decades of comprehensive sanctions. 

 

- The US and Iran – Consistent Incentive Restructuring 

 The final case study involved the US and Iran. As Figure 11 illustrates, the case 

study is notable in that it is the only one in which the US is placed in the domain of losses 

while its antagonist, Iran, is placed in the domain of gains. The reasons for this will be 

explained in the following case study, but it reverses the predictions, and results in the 

hypothesis that a lower magnitude pressure from the domain of losses should yield an 
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incentive restructuring response, and a high magnitude pressure from the same domain 

should yield an offsetting result. 

 

 

Iran’s addition to the list of norm-breakers began with the seizure of the US 

embassy in Tehran after the Islamic revolution. Although the United States cut all 

diplomatic ties and instituted a strict regime of unilateral sanctions, for much of the 

1980’s the two countries dealt with each other in clandestine arrangements which came to 

light during the Iran-Contra hearings. Despite this covert interaction, little changed on the 

visible political and diplomatic fronts, with rhetoric on both sides remaining vehemently 

antagonistic. 

 There was a cooling off period, a detente of sorts during the Clinton 

administration and the presidency of Mohamed Khatami. The US eased some sanctions, 

and Iran eased its outward opposition to the US, and even sought to increase economic 

ties with a proposed contract for a US company to develop areas of natural gas 

production, a move which was ended by Clinton under immense pressure from congress. 
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The turning point in this case as in the others was the attacks of 9/11 and the subsequent 

change in US policy toward its current and perceived future enemies. In the years since 

2001, the framing of the struggle with Iran has changed from one of moderate 

disapproval to outright threats by government officials, non-governmental think-tanks 

and even from the media (Abrahamian, Elliot, Mo’az, 2004). 

 Although the Bush administration sought to bolster the internal opposition 

movement in Iran, their hard rhetorical approach had the opposite effect. Hardliners in 

Iran have turned the debate from the repression and brutality towards their own people, to 

one of self-defense against an enemy that challenges the Iranian nation. Galvanizing 

Iranian nationalism, as has been done so many times in their history, is easiest when 

confronting an outside enemy, and even easier when it is the enemy who does it. This 

unintentional consequence of a limited application of pressure has made the costs of 

increasing the pressure substantial for the United States, and has already limited the 

feasible responses to Iran’s continued defiance. 

 The nuclear issue has been a concern for several years, and while it is a real and 

legitimate threat, it arrived at its current crisis point through neglect and inattention. Iran 

has a vast research and development network which has been well known for years. The 

nuclear facility at Bushehr was begun with assistance from US engineers during the 

regime of the Shah, and has been continued with Russian engineering help in the open for 

all to see.  

 As a signatory to the non-proliferation treaty, Iran is obligated to adhere to the 

rules of the convention, which, while allowing it to develop civilian use nuclear energy 

capabilities, restricts its development and possession of weapons grade material (Nuclear 
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Non-Proliferation Overview, 2006). While the US blundered in its hard-line response to 

apparent Iranian cheating after the discovery of traces of weapons quality uranium, it has 

faired better in galvanizing its allies against the possibility of a nuclear armed Iran. 

France, Britian and Germany have sided with the US in demanding compliance with UN 

demands, and have determined to levy Security Council sanctions on Iran. As diplomatic 

timelines run on 19th century schedules, to date, little cost has been exacted on the Iranian 

regime, but the attention has brought them considerable gains among Middle Eastern 

sympathizers who see the confrontation as one with racial and religious implications, and 

given them more time to continue their development program. And just as in the North 

Korean case, the argument for acquiring a nuclear weapon becomes more urgent and 

necessary with the increase in hostile threats from outside. 

As Iran continues to face the prospect of increasing international pressure, it also 

sees a weakening of the US on the international stage. As Iraq saps resources and 

fungible American power from other issue areas, an emboldened Iran has sought to test 

its influence and increased strength in the region. Many assess that the Israeli/Hezbollah 

conflict in Lebanon was incited by Iran through its sponsorship of Hezbollah. This 

demonstration of its ability to disrupt strategic areas, whether factual or not, has increased 

Iranian relative gains in its competition with the West for regional dominance. And the 

threats of isolation and punitive action in regards to Iran’s nuclear program have not only 

produced an IR effect with the elites, but may be strengthening the position of the hardest 

of hard-line factions within the government itself (Klien, 2006). 

Of the four cases, Iran and the US is unique in that the reference points of the two 

sides are not those one would assume by looking at reality. The US is far stronger 
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militarily and economically than Iran. But the perception of both sides places the US in 

the domain of losses and Iran in the domain of gains. As stated earlier, Iran considers the 

US a weakened giant, its resources and will being sapped by the protracted Iraq conflict. 

The US sees Iran gaining influence across the Muslim world, and strength from its 

surrogate organizations such as Hizbollah. These perceptions directly effect the 

placement of the two sides in the value function domains. From their perceived positions 

and reference points the timid responses proposed by the United States have an IR result, 

just as s predicted by the PT-IO/IR model. While, as of yet, there is nothing in this study 

to prove or disprove the effectiveness of a high magnitude pressure given their relative 

and perceived positions, with the increasing rhetoric, there may be an example to use the 

model against soon.   

 

Summary of the Cases 

In the first three cases, each state started from a reference point based on cold 

realistic equations of power and weakness. Each state perceived its position in the value 

function as a reasonable assessment would dictate. The fourth case, that of Iran, saw the 

two sides place themselves in the opposite domains based on their perception of the 

situation. This case demonstrates a point asserted by Levy (1997: 43) where one sides 

attempts to manipulate how the opposing side frames the circumstance by reframing the 

situation themselves. Iran, in perceiving itself to have the stronger hand, effectively 

reframed the circumstances so that both sides perceived that the strong state – the US – 

was actually in a position of weakness. This reframing resulted in a shift in domains, and 

thus changed the potential outcome of any coercive pressures, as predicted in Figure 7.   
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The sanctions imposed on each of these four regimes differed in magnitude to 

some extent, but even with the slight difference in the exact measures, the demands and 

goals were the same: a change in policy and behavior by each regime to eliminate its 

nuclear weapons program. While it can be argued that the real purpose of these sanctions 

originated from other concerns, the escalation of pressure over time coupled with the 

change in rhetoric makes it clear that the result sought by the US was the elimination of 

the security threat posed by the possession of weapons of mass destruction by these 

regimes. 

All four regimes were diplomatically isolated to a large extent, Iraq being the 

extreme case and Iran being the least isolated of the group, for while Iran was subject to 

complete isolation by the United States, it enjoyed relatively open relations with the rest 

of the world. Libya, North Korea and Iraq were isolated not just by the US, but by the 

entire international community. All were or are under comprehensive sanctions regimes. 

And all have or are facing strong rhetoric from the US insisting that possession or 

development of a nuclear weapon by any of these regimes is unacceptable.  

While each case is outwardly similar, their positions in the value function are not 

identical. Furthermore, there is variation in the responses in each case, as well as 

variation in the end state of the weapons programs. Despite the apparent similarity based 

on simply looking at the domain positions in Figure 12, the internal dynamic of each 

pressure, its related magnitude and the resultant outcome show a variance that was mostly 

predicted by the PT-IO/IR model. For instance, Libya  completely abandoned its nuclear 

ambitions, while Iran is still actively pursuing theirs. One aspect of this variance is the 

result of the scope and magnitude of the pressure introduced, in relation to its effective 



Daniel J. Davis  62

and plausible application. Additionally, the pressure received is reduced by the factors of 

the nature of the relationship between sender and receiver, comparative strength of the 

opposing actors, economic dependence and internal regime support, or ability to dissent. 

A regime will also determine its course by estimating its costs and gains for both 

compliance and noncompliance – Ultimate Cost (+/-) + Ultimate Gain (+/-) = willingness 

to cooperate.  

 

But the primary factor in determining the success or failure of a coercive pressure 

is each side’s perceived position and placement in the prospect theory value function. As 

we apply prospect theory to each case we see that the function has an impact on the 

reference point from which we begin the process of international coercion. All other 

factors frame the situation and place each regime in the domain of losses or the domain of 
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gains. Once this perceived position is ascertained, the PT-IO/IR model gives us a modest 

ability to predict the possible result of a pressure, based on its magnitude.   

Prior to the invasion of Iraq by the United States, all four states were headed 

down distinct and individual paths from international pressure. Libya was under a 

sanctions regime, but kept a firm stance on demanding reciprocity from the world 

community for any concessions it would make. Iran continued to mask its nuclear 

intentions behind the veil of peaceful civilian research, a claim that lost all credibility in 

light of their deception of the IAEA on possession of an enriched uranium project. North 

Korea was heavily interested in bartering away its own military related program in 

exchange for an internationally financed and equipped civilian program (one whose 

technology could easily be expanded into other non-civilian uses). Iraq’s program was 

effectively ended, but not verifiably so, and the potential of a hidden program with no 

attempt to prove otherwise was not acceptable to the sole superpower and enemy of the 

Hussein regime. 

All of these situations changed following the removal of the Iraqi leadership. As 

table 3 shows, the sanctions on each state were ineffective prior to the use of force in 

Iraq, and the ending of weapons programs in light of that force has met with mixed 

results. 

 

Table 3 

Program End State            Ended       Continued/Expanded 

 

Pre-Invasion      0   4   

Post-Invasion      2   2  
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 Table 4 shows each regime specifically, and their resulting compliance or non-

compliance in the wake of the sanctions regimes to date. 

 

Table 4 

Regime   Iraq  Iran        North Korea    Libya  

 

Compliant   1    0      0      1  

Not Compliant   0    1     1      0  

    

Was Libyan compliance a result of sanctions finally working, or was it the result 

in the increase of the security threat felt by Libya? Iraq obviously had its program ended, 

and this cannot be contributed to the effectiveness of sanctions. The remaining two 

nations exhibited similar reactions in the end, even if their initial responses differed 

significantly. Both states have continued their nuclear programs, Iran expanding with 

every increase in pressure and North Korea testing a nuclear device for the first time. The 

IR model explains the reactions of North Korea and Iran, but what of Libya? Is its 

compliance with international demands a matter of restructured incentives by sanctions, 

or by the very real possibility that Libya itself could be invaded and the regime removed? 

If this is the case, then why didn’t Iran and North Korea respond differently? 

In both cases a deteriorating domestic political situation in the United States 

changed the perception and the belief that the United States could use force against either 

regime. Even as the death toll for Iraqis passed an estimation of six figures, it was the 

comparatively small number of American casualties that turned public favor against the 
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war (Mueller, 2005: 50). As the costs continued to mount for the US, not only in the daily 

increase in casualty figures but in decreasing support for the war, the perception of the 

magnitude of the US threat decreased. As the United States was operating from a 

standpoint of loss disadvantage, the pressures exerted yielded an effect opposite of the 

one desired: IR.  The IO/IR model allows us to see that the incentives can be restructured 

based on the type of pressure imposed, but there is also a restructuring effect resulting 

from the perception of the magnitude.  

All of the other questions and considerations merely add to the framing of the 

circumstances. While they are important aspects to consider, it is the perception of a 

regime as to its prospect theory function position which is important in the PT-IO/IR 

model. 

  

Conclusion and Implications 

There are many factors that contribute to one state’s reactions to the actions of 

another, both from the standpoint of the norm-setter and from the standpoint of the rogue 

or misbehaving state. The political philosophy and outlook of the leaders of a particular 

state in the time period of observation contribute to the extent and harshness of the 

measures imposed, and the subsequent reaction to those measures. Other external 

political pressures – the presence of war, unrest in a neighboring state, internal pressure 

from competing factions – all of these are potential independent variables that may or 

may not have an effect in a particular instance.  

However, attempting to account for every possible variable exceeds the human 

ability to deal with complexity. Models reduce the number of variables to make an 
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argument for one case or another. Of course, this carries with it the very real likelihood 

that we will not identify the most important variables or their weights. In fact, these 

weights may vary depending on the particulars of the case. Hence, we must be careful not 

to read too much into the results of simple models.  

Despite the simplicity of the model presented in this thesis, we have achieved 

some limited degree of explanation in each of the four cases. The magnitude of the 

pressures had an effect on the outcome in each case. The variations revolved around the 

perceived ability of the sender to carry out a credible threat of force. This is again based 

on framing, which effects perceptions, which in turn changes the reference point and the 

impact of the pressure on the incentives. In the cases of Libya and Iraq, the magnitude 

had an effect, although there remains debate as to the difference between the actual use of 

force and the perception of being next in line. In the cases of North Korea and Iran, the 

magnitude had the predicted effect based on the way the situation was framed. A 

medium-high pressure yielded an IR result in the North Korean case, and a low-pressure 

an IR result in the case of Iran. There was no consideration of the ultimate magnitude 

pressure in these two, as the status quo changed differently for each regime after the 

invasion and occupation of Iraq. Diplomatic pressure – international condemnation 

coupled with moderate diplomatic and military sanctions – resulted in an increase in the 

gains of defiance when compared to the gains of compliance. A major factor in this was 

the moderate effect that the threat of possible future military action necessitated a 

continuation of weapons development. The gains from deviant behavior actually resulted 

from the attempt to end the same behavior by the norm-setters. 
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If there are no strong economic ties between the sender and the receiver of 

sanctions, and no real costs levied on the receiver, then there is no motivation for 

compliance and the sanctions automatically become incentive restructuring and 

counterproductive. This is the case with Iran. The United States has not had any 

substantial economic ties with that country for over twenty years. When it threatens to 

penalize companies involved in its nuclear program, the magnitude of the threat 

compared with the potential security implications for Iran of abandoning their weapons 

program is laughable. Unless the sender is willing to endure great cost and impose a 

pressure that it must also suffer from, the desired change in behavior is unlikely. In the 

case of weapons acquisition, no economic burden can overcome the cost of potential loss 

of power, regime removal or national survival. These measures mean nothing in the 

absence of credible security guarantees. Peaceful development isn’t the issue and will not 

be an effective bartering chip, because the real concern is security related. 

Sanctions seem to work when one of two factors are present – 1) a leak-proof net 

of un-circumventable, high magnitude pressures (comprehensive and enforceable 

economic sanctions) or 2) an outcast state with a desire to return to the international fold. 

In the second case, the sanctions are not important in and of themselves as at this point 

they are usually unilateral by a powerful norm-setter and of long duration. They are 

important in the sense that they preclude the full participation of the targeted state in the 

global economic and diplomatic community. 

 As the rogue state comes more in line with international demands the economic 

impact of the sanctions becomes more important. Other states seek to rush back into a 

restored marketplace to take advantage and gain an early foothold in the newly re-
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available markets. The holdout sanctioners – those looking for a more thorough 

compliance in a victory of “face” – often sacrifice the power of their sanctions by 

maintaining them, hoping they will be a continued motivation for behavioral change. But 

with the cracks in the wall of international pressure and the re-establishment of relations 

by most of the international community, economic necessities can be met in other 

markets and the pariah state meets its needs without a sense of obligation to the hegemon. 

 This seems to be a problem unique to the United States, as the US has been the 

dominant force behind the use of international institutions to effect change, being the 

principle founder of these same international institutions in the twentieth century. While 

other states participate in these means of pressure diplomacy to varying degrees of 

cooperation, it is most often the US holding out until the end, demanding stricter acts of 

compliance and harsher concessions and, in the end, minimizing its own compromises to 

attain diplomatic harmony. As a country founded on the free marketplace it often 

sacrifices its own business interests to achieve a higher, nobler, or more principled goals, 

allowing other nations to exploit economic opportunity while it waits for a moral victory. 

Unfortunately, experience shows that more often than not, that victory never comes.  

 Why then use sanctions if they are ineffective? There are many possible answers. 

One is that sanctions give the impression of doing something without creating a 

significant cost to those imposing them. The disruption to the Iraqi oil supply was 

mitigated by an increase by other OPEC nations. If this had not been the case, and if the 

oil for food program hadn’t been instituted perhaps the sanctions regime would have been 

modified or made less stringent, as the impact to global oil markets would have been felt 

measurably (As seen in the aftermath of the 2003 invasion of Iraq).  
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The effectiveness of regime removal to achieve a modification of behavior is 

100% if one can remove the regime. The cost is great but the outcome is sure. This is not 

a viable option in most circumstances, and leveraging one instance of use of force to 

achieve different objectives is costly in lives and dollars, and the results of such actions 

are never sure.  

Perhaps the biggest challenge in using this method of approach is the finding of 

new questions in the search for the answers of old. As pointed out by Levy (1997: 88) 

there is as of yet no theory of framing. It is easy in hindsight to ascertain the position in 

the value function that one side perceived itself to occupy. It is much more difficult to 

place a regime in a domain before the decisions are made, as any positioning would 

simply be a matter of speculation. Without a theory of framing, prospect theory itself 

comes up short in application to the study of international relations. I do believe, 

however, that by using the synthesis I have presented, some of the shortcomings of both 

prospect theory and the IO/IR models can be addressed in a way which lends itself to 

greater applicability.  

Of course, the overarching goal for policy-makers is to find an interim way to 

eliminate a real and immediate security threat, with a long-term goal of smoothing the 

transition to democracy of non-democratic states. The key is to weaken the entrenched 

powers in the rogue state while aligning the masses to our cause and political values. If it 

can be shown that certain policy choices, while made in the hope of achieving those aims, 

actually work to counter our intentions, it would be wise to revisit these choices and 

proceed on a course which works, no matter how counter-intuitive it may seem. This 
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aligns with the argument that for real change to occur, internal instability must first be 

achieved (Huntington: 1968).  

For the political scientist, the goals have not changed. From the rational choice 

perspective of prisoner’s dilemma and game theory, tit-for-tat, and other methods of 

observing behaviors through models of varying degrees of complexity, to the 

experimental application of theories of psychology to understand decision making and 

choice, the importance of understanding why states behave the way they do and the 

variables which influence that behavior is the key to the relevance of the science. Any 

refinement of core principles only strengthens the argument, and I hope that this narrow 

expansion on the ideas of Nincic, Kahaneman, Tversky and others will provide another 

facet through which to view the effectiveness of external coercion. 

The model presented in this thesis lays the foundation for more complex 

considerations of the hypotheses. Future research could explore the effects on incentives 

in more complex circumstances with varying regime types and with larger samples. 

Another interesting avenue of research has already been opened by Nincic (2006), as he 

examines the success of positive engagement with renegade regimes. While this thesis 

and many other studies have explored the results of using coercive and punitive 

pressures, the same fusion of prospect theory and the incentive offsetting/incentive 

restructuring models could be used to determine under which conditions, and from which 

domains, positive incentives, or carrots, have the most success. 
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