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When Can Mediators Build Trust?
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eration. I examine the conditions under which mediators can facilitate cooperation by building

Mediation is one of the most widespread techniques for preventing conflict and promoting coop-

trust between two parties. Assuming mediators have no intrinsic commitment to honesty, they
can be credible trust builders in one-round interactions only if they care about the issue at stake, have
a moderate ideal point, and do not find conflict to be too costly. A mediator that is solely interested in
promoting cooperation, or one that is biased toward one side, will be ineffective. A desire to preserve a
reputation for honesty can overcome a limited amount of bias or issue indifference.

ediation is one of the most important tools
M for promoting conflict resolution. It is applied

in fields as diverse as international and civil
war, economic exchange, labor negotiations, and di-
vorce proceedings. Mediation can make the difference
between a war that continues to take thousands of lives
and a successfully negotiated peace deal, or between a
strike that costs thousands of hours of lost production
and a contract that puts people back to work. Given
the importance of mediation, it is not surprising that
scholars have devoted considerable attention to study-
ing what makes mediation work.!

Any understanding of how mediation can facilitate
cooperation must be built on a diagnosis of what
causes conflict in the first place and what mediators
can do about it. One widely discussed cause of conflict
that seems amenable to mediation is uncertainty or
asymmetric information. Blainey (1988, 122) famously
argued that wars begin when states disagree about
their relative power and end when they agree again.
More generally, in models of bargaining, disputants
that share complete information can typically reach
agreement without delay or conflict because the cost
of conflict provides an incentive to agree sooner rather
than later (Rubinstein 1982). However, when each side
has private information about its own resolve or rela-
tive power, it may have an incentive to pretend to be
stronger than itisin order to get a better deal, which can
prevent a bargain being struck (Fearon 1995). These
insights have led to a large literature in economics and
international relations on the relationship between bar-
gaining, private information, and conflict.” Studies of
mediation have begun to be grounded in this theory as
well, analyzing how mediators can facilitate coopera-
tion by providing information about the parties’ resolve
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1 For arecent literature review, see Wall, Stark, and Standifer (2001).
2 For a review see Powell (2002).

or power (Kydd 2003; Rauchhaus 2005; Smith and Stam
2003).3

Another form of uncertainty that can cause conflict
is mistrust. Mistrust arises when actors are uncertain
about whether the other side prefers to reciprocate co-
operation or exploit it (Gambetta 1988; Hardin 2002).
Mistrust problems often become salient when actors
contemplate the implementation of a deal that is being
negotiated. Unlike in the bargaining stage, in which ac-
tors are uncertain how far they can push one another to
get a better deal, in the implementation stage actors are
uncertain whether the other side will abide by the deal,
or whether it will exploit any vulnerability that may
arise in the implementation of the deal. If two sides
mistrust each other they can engage in conflict because
they believe that the other side will take advantage
of them if they try to cooperate. Mistrust has been
held responsible for negative outcomes in a variety of
settings, from general economic performance to the
Cold War (Fukuyama 1995; Larson 1997).

Mediators may be able to help with mistrust prob-
lems. For instance, if two disputants are engaged in an
ongoing civil or international conflict but wish to con-
clude a peace treaty, a mediator can reassure each side
that the other is genuinely interested in peace and not
attempting to deceive and exploit them. Kelman argues
in the context of the Oslo negotiations that the Israelis
and Palestinians “had to be persuaded that there was
a genuine readiness on the other side to make the
necessary concessions” and that unofficial mediation
efforts “contributed to the gradual development within
the two political communities of . .. a degree of work-
ing trust—i.e., trust that the other side is genuinely
committed, largely out of its own interest, to finding
an accommodation” (Kelman 1997; Kriesberg 2001).
The fact that they were able to develop this degree of
trust enabled the parties to cooperate, at least for a
while.

In many cases, the parties may do most of the trust
building themselves by sending signals designed to re-
assure the other side. However, at times mediators take
amore active role and attempt to directly influence the
parties’ beliefs. An example of a mediator attempting
to build this degree of working trust comes from Secre-
tary of State Henry Kissinger’s negotiations with Egypt

3 Foundational articles on mediated communication in economics
include Myerson (1986) and Forges (1986). See also Myerson (1991).
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and Israel over the ceasefire after the 1973 war. Both
Egypt and Israel understood the need to build trust
to overcome the legacy of warfare, including surprise
attacks in 1967 and 1973. Egyptian President Anwar
Sadat in his first message to Israeli Prime Minister
Golda Meir (conveyed by Kissinger) said, “You must
take my word seriously. When I made my initiative
in 1971 I meant it. When I threatened war, I meant
it. When I talk of peace now, I mean it.” The Prime
Minster responded that she would do her best “to es-
tablish trust and understanding between us.” Later in
the negotiations, Kissinger directly vouched for Sadat
with the Israeli negotiators, saying, “I have to tell you
honestly: my judgment is that Egyptis genuinely willing
to make peace with Israel” (Kissinger 1982, 836, 844,
964). Although some of the Israelis “suspected a trick”
from Sadat, Meir was willing to pursue the negotiations,
which ultimately were concluded successfully, imple-
mented, and led on to the historic peace agreement
between Israel and Egypt in 1979.

Another example comes from U.S. mediation be-
tween India and Pakistan. In the course of several
crises, U.S. mediators have attempted to prevent war in
South Asia. During the 1990 Kashmir crisis the United
States dispatched Robert Gates to dampen each side’s
enthusiasm for war (Hagerty 1998, 150-52). After the
December 2001 bombing of the Indian Parliament by
Pakistani jihadists, India and Pakistan headed toward
war again and the United States sent Richard Armitage
to mediate. He obtained a promise from Pakistan’s
leader General Musarraf to crack down on the jihadi
groups and relayed this to the Indian Prime Minister
Vajpayee, adding, “I believe him.” The Indian national
security adviser interpreted these remarks as a serious
committment. The Indians responded immediately by
committing to move some naval vessels away from
Pakistan, which U.S. Secretary of State Powell con-
veyed to the Pakistani side. The crisis then subsided
(Coll 2006, 134-135).

Mistrust, then, is a form of uncertainty that can cause
conflict but is susceptible to mediation. However, un-
like in the case of uncertainty about resolve or relative
power, the theory of how mediation can overcome mis-
trust problems is not well developed. Basic questions
remain to be addressed. What characteristics should a
mediator have to build trust? In particular, what is the
impact of the mediator’s preferences over the issue in
dispute? Should a mediator simply want to promote co-
operation, without caring what form that cooperation
takes? Must mediators be unbiased, and what is the
role of a concern for future payoffs and reputation?
Without answers to questions such as these, theories
of mediation cannot provide well-grounded hypothe-
ses for empirical evaluation nor effective prescriptive
advice for practitioners of conflict resolution.

To begin to answer these questions, I develop a
model of mediation in situations of mistrust. Two sides
must decide whether to cooperate with each other, each
fearing that the other side may defect. The mediator
has formed a judgment about the trustworthiness of the
two sides, and can share this judgment with the parties
in an effort to reassure them. The key question is, when
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will the mediator communicate honestly, particularly if
the mediator has come to think that the parties are
untrustworthy and need to be warned against each
other. The central result of the model is that to be
credible in one-round situations (assuming no intrinsic
commitment to honesty) a mediator must have some
preferences over the issue in dispute, have a moderate
ideal point on the issue, and not find war too costly.
If the mediator is too focused on preventing conflict
or does not care about the issue in dispute, it will be
tempted to say whatever maximizes the likelihood of
agreement, namely, that the two sides are trustworthy,
even if this is not what the mediator actually believes.
Similarly, if the mediator shares one side’s preferences
over the issue completely, it will be tempted to vouch
for it with the other side, even if the side it is biased
toward is likely to be untrustworthy. However, if the
game is repeated, the mediator can acquire a repu-
tational incentive to be honest which is sufficient to
overcome a limited amount of bias.

Although the model was developed to apply specif-
ically to mediation, it can also be interpreted more
broadly to shed light on third-party monitoring of
peace agreements as well. Some peace agreements are
implemented in phases, where implementation of the
early phases is monitored by third parties, and the two
sides reserve the right to halt implementation if a vio-
lation is detected. The phased structure is specifically
designed to overcome mistrust problems which would
prevent radical steps toward peace that leave the par-
ties vulnerable. A third-party monitor can play a trust-
building role by providing information in this process.
The third party in this context faces similar conflicting
incentives as a mediator: reporting a violation will re-
duce the likelihood of cooperation, which the mediator
seeks to promote, yet willingness to report violations is
the only thing that gives a report of no violations any
meaning.

MISTRUST AND MEDIATION

Among all the contexts in which mediation is employed
and mistrust can cause conflict, international and civil
war are especially important because of the tremen-
dous human costs inflicted by these struggles.* There is
alongstanding tradition of explaining international and
civil conflict as a function of vulnerability combined
with distrust. Hobbes explained civil strife by arguing
that all men are vulnerable and that given the inher-
ent uncertainty about the intentions and ambitions of

4 Another social context in which trust is important is economic
exchange. If one side must perform its end of the bargain first and
then wait for the other side to fulfill its promise, the first mover must
trust that the second one will actually do its part (Coleman 1990, 91).
Similarly, if the quality of the products is not immediately apparent,
then each side must trust that the other side has not unloaded shoddy
goods on them if they are to be willing to pay full price (Akerlof
1970). Economic intermediaries such as retailers and rating agencies
can be seen as a way of overcoming mistrust problems that could
prevent exchange under uncertainty (Biglaiser 1993; Lizzeri 1999;
Spulber 1996). Milgrom, North, and Weingast (1990) analyze the
role of intermediaries in the revival of trade in the middle ages.


https://doi.org/10.1017/S0003055406062290

https://doi.org/10.1017/5S0003055406062290 Published online by Cambridge University Press

American Political Science Review

Vol. 100, No. 3

others it makes sense even for defensively motivated
individuals to act preemptively to destroy the power of
others who might threaten them (Hobbes [1651] 1968,
184). Herz developed this argument in international re-
lations and argued that states face a security dilemma,
in which anarchy plus uncertainty about the intentions
of others leads states to arm themselves, which harms
the security of others leading them to respond in kind in
a vicious circle (Herz 1950). This argument has become
a cornerstone of realist thought in international rela-
tions (Glaser 1997; Jervis 1978) and has also been used
to explain ethnic conflict (Posen 1993).3 All of these ap-
proaches imply that conflict could be prevented or re-
solved through strategies of reassurance or trust build-
ing, and that this could be a role for mediators in the
conflict resolution or prevention process.

The literature on mediation has not ignored the
issues of trust and reassurance. A research tradition
begun by Burton (1969) and Walton (1969) argues
that conflict is driven or exacerbated by stereotypes
and mistrust and that a form of unofficial mediation
involving scholars of conflict resolution can help to
overcome these problems in special workshop style
sessions. Fisher (1972, 1983; Fisher and Keashly 1991),
develops the idea and summarizes empirical applica-
tions, whereas Kelman (2000) has led one of the most
sustained efforts along these lines focused on the
Israeli-Palestinian dispute. Others have borrowed the
concept of confidence-building measures from inter-
national security and applied it in the mediation of
family and divorce proceedings (Landau and Landau
1997). Ross and Weiland (1996) found that mediators
in an experimental setting facing situations of low trust
resorted to trustbuilding strategies including the use
of humor. Wehr and Lederach (1991) argue that in
Central America cultural factors favor mediators who
are trusted members of the community, even if they are
partial to one side.

However, the mediation literature has not yet come
to consensus on what makes for successful mediation,
either in general or in the specific case of trust building.
One prominent debate has concerned the role of me-
diator bias. Some scholars, such as Young (1967), have
included impartiality in the very definition of media-
tion. Others, such as Saadia Touval, have argued that
mediators are often biased and can perform their tasks
as well if not better for it (Touval 1975; Touval and
Zartman 1989). Thomas Princen (1991, 1992) has ar-
gued that weak mediators should be neutral but strong
mediators from great powers are biased but effective.

This debate has arisen anew in the formal literature
on mediation and asymmetric information about re-
solve and power. Drawing on the cheap-talk literature
in economics (Farrell and Rabin 1996), in an earlier
article I argued that mediators must be biased to be ef-
fective (Kydd 2003). In that model, a mediator is trying

5 Jervis presents the Stag Hunt, in which trust is important, and the
Prisoner’s Dilemma, in which it is not, as alternative models of the
security dilemma. I argue that the best model of the security dilemma
combines these two games in an incomplete information setting, as
in the trust game below, see also Kydd 2005.

to convince one side to make a concession by providing
information about the resolve of the other side. Only
a mediator who is biased toward one party can cred-
ibly tell them that the adversary will not make peace
without the concession, because such a mediator would
not urge a concession on the party unless the mediator
thought it was truly necessary. However, Rauchhaus
(2005), based on a similar model, finds that “neutral”
mediators can be credible about resolve. Meawhile,
Smith and Stam (2003), adapting their random walk
model of war to the mediation question, find that bi-
ased mediators are not credible on the subject of the
disputants’ power.

The discrepency is a result of differing definitions
of bias. In my previous model, a mediator is biased if
it shares one side’s preference ordering over the issue
space and unbiased if it is indifferent over the various
issue resolutions. All mediators are assumed to find war
costly. In Rauchhaus’s case, the mediator is neutral if
its ideal point on the issue space is located between
the two possible negotiated solutions, and biased if it
is outside that range. Rauchhaus’s neutral mediator is
therefore not the same as my unbiased mediator, so the
results do not necessarily conflict. For Smith and Stam
(2003), a mediator is biased toward peace if it prefers
peace to war but has no preferences over the issue in
dispute, and biased toward a player if it prefers one
side’s favorite issue resolution but does not care about
the cost of war. A mediator that is biased toward peace
according to Smith and Stam is unbiased according
to my previous model, and both find such a mediator
ineffective (as does Rauchhaus). However, Smith and
Stam do not consider a mediator who is both biased
toward one side and finds war to be costly, and so do
not evaluate if a mediator who is biased according to
my previous model could be credible in their model.®

The dispute about mediator bias highlights the need
for careful and transparent definitions of terms and rig-
orous analysis. Indeed the impact of bias on mediation
may well depend on the context and what the mediator
is trying to accomplish.” In the model that follows, I
show that having a moderate ideal point (similar to
Rauchhaus’s neutrality) is good for mediator credibil-
ity, while being indifferent to the issue in dispute or
having a very high cost of war (my unbiasedness and
Smith and Stam’s bias toward peace) is fatal to it.

THE MODEL

There are three players: player 1, player 2, and the
mediator. Players 1 and 2 represent two states, or a gov-
ernment and a rebel group, which have fought a conflict
and are contemplating a peace accord. The issue space
over which they have been fighting is denoted x con-
ceived of as the unitinterval. Players 1 and 2 have utility

6 Other recent game theoretic approaches to mediation include
Jarque, Ponsati, and Sakovics 2003 and O’Neill 2003.

7 For instance, Holger Schmidt (2004) analyzes when third parties
should be biased or impartial in a model of third-party monitoring
and enforcement of peace agreements and an analysis of postwar
cases of peace implementation.
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FIGURE 1. The Bargaining Space
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TABLE 1. Notation in the Game
ui(x16;) Player /’s utility function over the
potential outcomes
0; Player i’s type
Im The mediator’s ideal point
X The deal on the table
m; Player i’s military power
p(ximy, my) The likelihood of outcome x if there
is conflict
c Player i’s costs of conflict
wi(my, ma, 6;) Player i’s war payoff
96l wi) Density over player /’s type
fi(wi) Prior beliefs about
hi(6;) Overall beliefs about player i’s type
SN = {UN, TV}, Signals from nature about player
i’'s type
SM = {UM, TM} Signals from the mediator about player
i's type
n Mediator’s per round payoff
8 Mediator’s discount factor

Mediator’s likelihood of passing to the
next round

functions over the interval, u; (x|0;) and u;(x|6,), which
are conditional on their type, 6;.% Player 1’s ideal point
is 1, whereas player 2’s is 0, so player 1 likes higher issue
resolutions and player 2 likes lower ones. The mediator
also has a utility function, u,,(x), with an ideal point
I,, which can be anywhere in the interval. Player 1’s
(2’s) utility is monotonically increasing (decreasing),
whereas the mediator’s is single peaked. I assume the
mediator has no intrinsic preference for honesty in or-
der to examine the hard case of when a mediator can
be credible even without such a preference. I normalize
the utilities for the ideal points to one and the utilities
of the bargainers for the other side’s ideal point to zero.
Let the negotiated deal on the table be x* € (0, 1). The
bargaining space is illustrated in Figure 1. Notation
in the game is summarized in Table 1 and proofs are
relegated to the Appendix unless otherwise noted.

8 The type refers to the shape of their utility function, as discussed
next.
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Each side has a stock of militarily relevant resources,
m;. While they are fighting, they maintain a level of
military resources geared for war, m;". If they sign and
implement a peace deal, they will have to lower their
guard to some extent, to a level m <m”. This decline
in military resources could be a function of the demobi-
lization of rebel or state armies, which often takes place
at the end of civil and international wars (Walter 2002).
Lowering one’s guard, however, induces a certain level
of vulnerability, because if the other side secretly fails
to disarm and attacks while one is in a weakened state,
one’s prospects in the war will be worse than if one had
remained fully prepared.

I model conflict as a lottery that leads to some
outcome in the interval.’ In the usual winner take
all model, player 1 wins with probability .-~ and

1T Ny

player 2 wins with probability "2 and the winner
imposes its ideal point. However, given that most con-
flicts do not result in absolute victory, a more general
formulation in which interior issue resolutions occur
with positive probability seems more realistic. This is
especially important in models of mediation because
mediators may actively prefer interior issue resolutions
and wish to make them more likely. Therefore, let the
probability that any issue resolution x results from a
conflict be given by a density conditional on the military
resources of each side, p(x|my, n,). I assume that the
cumulative distribution function (CDF) P(x|my, my) is
decreasing in m; and increasing in m,.!9 This means
that the likelihood that the result of a war falls below
any given threshold increases as player 2 gets more
powerful, and decreases as player 1 gets more powerful.
This implies that the greater a side’s military power, the
more favorable outcomes it can expect. For instance,
increasing m; reduces the likelihood of low outcomes,
making higher outcomes more likely which is good for
player 1. Each side also suffers a cost of war, ¢;. Player
i’s payoff for war is therefore

1
wi(my, my, 0;) = / u;(x16;)p (xlmy, mp) dx — c;.
0

In choosing whether to implement the negotiated
deal, the two opponents face a simple two by two game.
They may cooperate or defect as illustrated in Table 2.
Player 1’s payoffs are listed first; player 2’s, second; and
the mediator’s, third.

With respect to the mediator’s payoffs, I define two
terms which will prove important in later results. First,
if the mediator does not care about the issue resolution,
such that u,,(x) = 1, Vx, the mediator is described as
issue indifferent. This is equivalent to Smith and Stam’s
(2003) “biased towards peace,” or my earlier “unbi-
ased,” but is more specific and grounded in the funda-
mentals of the game. Second, if the mediator prefers

9 For the debate over whether one-time lotteries are acceptable mod-
els for war initiation, see Wagner 2000 and Powell 2004.
10 One common distribution that satisfies this criteria is the 8 density,

xml—l(l 7.,()m2—1 . S .
B(x|my, my) = ———————_ The mean is player 1’s relative
fOl M —1(1 —x)mzfldx
m

power =o
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TABLE 2. The Mediation Game

Player 2
Cooperate Defect
Player 1 Cooperate uy (xF164), wi(my, my, 6),
Uz (X*162), wa(my, my, 65),
Un(X) Win(m?, m¥)
Defect wy(my, mf, 0y), wy(m’, mJ’, 6y),
wo(m¥, mb, 6,), wo(my, my, 62),
Wn(my¥, mf) Win(m¥, my)

mutual cooperation and mutual defection to either side
exploiting the other, such that

min{um(x*), wm(mf]’ ”’Qw)}

> max {w,(m{’, my), wn(m!, my)},

the mediator is described as exploitation averse. The
exploitation averse mediator, in addition to wanting to
promote an agreement, prefers that neither side be ex-
ploited. Exploitation aversion is a property of the pay-
offs in the normal form game, the main-diagonal pay-
offs are higher than the off-diagonal payoffs. However,
it is ultimately related to the mediator’s ideal point, /,,,,
and the location of the deal x*. Having a moderate ideal
point in the issue space proves to be a necessary condi-
tion for exploitation aversion, so exploitation aversion
can be thought of as a form of unbiasedness, as I will
discuss next. The mediator’s preferences are known to
the parties.!!

Turning to the antagonists, we can easily rank their
war outcomes. From the assumption that P(x|my, n)
is decreasing in m1; and increasing in 7, we know that
P(x|m{", ml’) stochastically dominates P(x|m}’, m¥)
which in turn dominates P(x|m!, m) for any increas-
ing utility function, such as player 1’s, whereas the re-
verse order holds for decreasing utility functions such
as player 2’s (Levy 1992). Therefore, defecting while
the other side cooperates beats mutual defection which
in turn beats cooperating while the other side defects,
the worst payoff in the game, as stated in Lemma 1.

Lemma 1. Unilateral defection beats mutual defection
which beats unilateral cooperation for both bargainers,
wi(m, mb, 01) > wi(ml’, my, 61) > wi(ml, my’, 0),

and wy(m’, m’zj, 0h) <war(my’, my’, 6,) < wz(m’f, my, 6,).

The relationship between the payoff for mutual co-
operation, u;(x*|0;), and the other payoffs may vary.
If either side prefers unilateral defection to mutual
cooperation, it has a dominant strategy to defect, and
the only equilibrium in the game is mutual defection.
If both sides prefer mutual cooperation to unilateral
defection, an equilibrium exists (in the complete in-
formation game) in which they both cooperate and

11 A possible avenue for advance is to incorporate uncertainty about
the mediator’s preferences. This would presumably lead to signaling
behavior by mediators to establish their “bona-fides,” which does get
discussed in the participant literature on mediation.

implement the deal. I call players that prefer mutual
cooperation to unilateral defection trustworthy, and
those with the opposite ordering, untrustworthy.'> Two
trustworthy players can cooperate, but the presence of
an untrustworthy player prevents cooperation.

Why would some types be trustworthy and others
not? The answer relates to the shape of their pref-
erences over the issue space, and whether they have
extreme or moderate ambitions. For players with ex-
treme goals, the value for the compromise would be
much lower than the value of total victory. Return-
ing to war with an advantage therefore promises great
gains. More moderate types, by contrast, have aban-
doned extremist ambitions and place a relatively high
value on the compromise in comparison to total vic-
tory. In international relations, states with such pref-
erences are often called status quo powers, or security
seekers, whereas states with more extreme goals are
often termed expansionist or greedy. For instance, in
Figure 1, player 1 has a utility function that assigns a
relatively high valuation to the negotiated deal and the
increase in utility from higher outcomes is relatively
slight. For player 2, however, the deal is valued rela-
tively low in comparison to total victory, and player
2 might well prefer to exploit player 1’s cooperation
and continue the war. Player 1 is therefore more likely
to be trustworthy than player 2 (as illustrated in the
figure).!3

Note, the distinction between trustworthy and un-
trustworthy actors is different from, but related to the
familiar distinction between types with high or low re-
solve in models of bargaining. In bargaining models,
the uncertainty is over how much the other side can be
pushed to make a concession. Types with a high payoff
for war, in comparison to the concession one would like
to extract from them, have high resolve. The payoff for
war is in turn a function of relative power and the costs
of war; increasing relative power and decreasing the
costs of war increases resolve. These two underlying

12 Trustworthy actors have the preference ordering associated with
the Assurance Game or Stag Hunt. Untrustworthy actors may have
Prisoner’s Dilemma payoffs, or other orderings depending on how
bad the negotiated deal is.

13 It can easily be shown that in the case where p is the g density, if
the negotiated deal reflects the balance of power, x* = m]':‘,nz , then
any risk neutral or risk averse actor is trustworthy. Risk acceptant
actors could be trustworthy or untrustworthy, and actors that are risk
acceptant over some ranges and risk averse over others could also

be either trustworthy or untrustworthy.
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variables also affect trustworthiness; raising an actor’s
payoff for war by increasing its relative power and de-
creasing its costs of war tends to make it untrustworthy
(Kydd 2005). However, other factors are also impor-
tant in determining trustworthiness, most importantly,
how much the parties could gain if they overturn the
status quo or renege on the deal and are successful. In
Figure 1, player 1 stands to gain little, whereas player 2
could gain much more. This kind of difference in utility
functions is orthogonal to relative power and the costs
of fighting. A player could have high resolve, because
of high relative power, but be trustworthy, because it
stands to gain little from a successful war. Such a player
could not be bullied for a concession but would not re-
nege on the deal either. Conversely, a player could have
relatively little relative power but much to gain from
a successful war, so that if the other side made itself
vulnerable in implementing a peace deal, the player
would take advantage of this to attack. Thus resolve
and trustworthiness are correlated through their de-
pendence on relative power and the costs of war, but
not perfectly so because of the independent effect of
the shape of the utility function.

If the game featured complete information, so the
player’s types, 6;, were known, the role of the mediator
would be limited. As noted earlier, if either side were
untrustworthy, the only equilibrium would be mutual
defection. If both sides were trustworthy, a pareto opti-
mal equilibrium would exist in which both sides coop-
erate. The mediator could help focus expectations on
this equilibrium, but the players would already know
of its existence. To generate a role for a trust-building
mediator, we need to add mistrust to the model, in the
form of uncertainty about whether the other side is
disposed to honor the negotiated settlement or not.

Along these lines, we can introduce uncertainty
about trustworthiness into the game by positing a space
of utility functions for player 1 indexed by 6; € [0, 1],
such that if 6; < 6 then uy(x*|6)) — w1 (m}’, m5, 61) <
uy(x*10,) — wi(m}’, my, 6)) and similarly for player 2.
This means that for higher values of 6;, the player has
a higher valuation for the negotiated settlement as op-
posed to reneging on the deal. The important property
of such a space of utility functions is that there will be
a threshold for 6; below which player i is untrustwor-
thy, and above which it is trustworthy. By making the
players uncertain about the 6; value for the opponent’s
utility function, they become uncertain if they can trust
the other side.'*

Specifically, assume that there is a distribution over
the player’s types, g;(0;|;). This could represent the
fact that the actors have somewhat different utility
functions for different issues, or that even if one were
to find out all there is to know about a player, their
utility function would still be somewhat uncertain

14 A numerical example of such a family of functions is
u(x161) =x+(1—-201)x(x—1), and wuz(x|62)=1—x+(1—262)x
(x —1). These functions move smoothly upwards as 6; increases from
zero to 1, raising the value of the negotiated settlement as opposed
to the ideal points. These functions are either risk acceptant or risk
averse over their entire range, but this need not be the case in general.
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because of errors and randomness. The mean of each
player’s distribution, however, tells us something about
how likely they are to be trustworthy. If a player has
a high mean value for 6;, then it is likely to be trust-
worthy, if the mean is lower, the player is less likely
to be trustworthy. There are prior distributions over
the means, f;(u;), which summarize the player’s initial
beliefs about how likely the other players are to be
trustworthy.'® This uncertainty structure implies that 6;
will be distributed according to

1
hi(9i)=/0 &i(Oilpwi)f (i) dpi.

If the mediator is to build trust between the parties, it
must have some information to share with them about
the other side’s type. One way to conceive of this is to
posit that the mediator observes the behavior of the
parties and forms its own judgment about their trust-
worthiness. Kissinger, for instance, in his 1973 shuttle
diplomacy had many opportunities to observe the be-
havior of the leaders of Egypt and Israel, as well as their
key subordinates. These leaders had no opportunities
to observe each other face to face, and even lower
level direct meetings had only recently begun in the
Sinai. These opportunities enabled Kissinger to make
an independent judgment about how likely Egypt was
to be willing to make peace, and convey this to Israel.
Even when leaders do have contacts with each other,
such as at Camp David in 2000, mediators typically
have more freedom to move among each side’s camp
and observe how they react to the ebb and flow of
negotiations, and can therefore form their own judg-
ments about each side’s commitment to peace. These
judgments, if credibly conveyed, could in turn affect
the parties’ beliefs. Note, the mediator is not simply
conveying promises of good behavior, because such
promises would be made by untrustworthy types as
well, whether to the mediator or directly to the other
side. Instead, the mediator is conveying its opinion on
the credibility of such promises, formed from its inter-
action with the other side.

Formally, assume that the mediator receives a sig-
nal from nature about the parties in which if player i
seems to have a utility function such that 6; is greater
than some threshold, 9?, the mediator receives a sig-
nal 7V indicating player i is trustworthy, whereas if
player i seems to have 6; < 6, then the mediator gets
the UV signal indicating player i is untrustworthy. Let
the signal SY € {UY, TV} be an ordered set where the
order corres;;{onds to the likelihood of being trust-
worthy, so UV < TV. T assume that the players know
the mediator’s information about themselves, but do
not know the mediator’s information about the other
side. The mediator’s posterior beliefs are derived from
Bayes’ Rule and denoted f;(u;|UN) and f;(j1;| TV) after
the untrustworthy and trustworthy signals, respectively,
and are shown in the Appendix. These can be sub-
stituted into the expression for 4; to derive posterior

15 This is the standard random utility model (McFadden 1976;
Signorino 1999).
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beliefs about 6;. Effectively, receiving the UV signal
shifts the mediator’s beliefs downwards, so that the
party concerned is believed less likely to be trustwor-
thy, whereas receiving the T signal shifts the beliefs
upwards, toward higher values of 6;, so the party is
thought more likely to be trustworthy. The posterior
beliefs are also more concentrated about their means,
reflecting greater certainty on the mediator’s part after
getting new information.

An important fact about the posterior beliefs is that
if the mediator receives a UV signal, it’s posterior esti-
mate that player i’s utility function index 6; falls below
any given threshold is higher than it would have been if
it had received the opposite 7" signal. This is a simple
way of summing up the fact that observing behavior
that indicates untrustworthiness increases one’s belief
that the player will be untrustworthy in the future. This
result is stated in the following lemma.

Lemma 2. The posterior belief that player i’s type falls
below a certain threshold, H;(6; |va ), is decreasing in S;",
that is, H;(6;|UN) > H;(6;| TN).

After the mediator updates its beliefs, it then com-
municates with each player privately about the trust-
worthiness of the other player. The mediator can say
that the other side is likely to be trustworthy, T, cor-
responding to the 7" signal, or that the party is likely to
be untrustworthy, UM, reporting the UV signal. Let the
mediator’s communication be denoted S € {TM, UM}.
After the mediator communicates with each player, if
the mediator is believed to be telling the truth, the
parties’ beliefs will shift to mirror the mediator’s. The
mediator will of course take this into account when
deciding whether or not to be honest.

After the mediator’s communications, the two play-
ers simultaneously choose to cooperate or defect, and
the game ends.

EQUILIBRIA IN THE GAME

I solve for perfect Bayesian equilibria. In cheap-talk
games of this kind there are two broad categories of
equilibria, “babbling” and “truth telling.” In babbling
equilibria, the mediator’s signals are uncorrelated with
its information, and the players retain and act upon
their prior beliefs. Babbling equilibria are possible re-
gardless of the initial conditions.!® In truth-telling equi-
libria, the mediator faithfully passes on its information,
the players update their beliefs and act accordingly. For
such an equilibrium to hold, the mediator’s payoff for
sending a signal must be conditional on the mediator’s
beliefs, such that if the mediator received the YZ-N signal,
it would prefer to send the T signal rather than the

16 The game can only go off the equilibrium path in a babbling
equilibrium in which the mediator is expected to send one signal
regardless of the signal received, but actually sends the other one.
Therefore assumptions about off equilibrium path beliefs do not
affect the conditions under which truth-telling is possible. For com-
pleteness, I assume that signals that have probability zero are per-
ceived to be uncorrelated with the player’s types. This keeps beliefs
unchanged, supporting the babbling equilibrium.

UM signal, but if it received the UV signal, it would
prefer to send the UM signal rather than the T signal.
Interestingly, successful lying is never in equilibrium in
this kind of game, given that the mediator’s preferences
are known. If the mediator said the reverse of the truth
in equilibrium, the parties would simply adjust their
interpretation of the mediator’s statements to reverse
their meaning. If it said one thing all the time, the
parties would ignore the mediator (as in a babbling
equilibrium).!” The main focus of analysis is therefore
to determine the conditions under which truth telling
is sustainable in equilibrium. I first discuss the player’s
behavior and then the mediator’s.

The Players’ Behavior

All types of player 1 with wy(m{, nd;, 61) > u1(x*161)
have a dominant strategy to defect and similarly for
player 2. Types with wi(m{, m}, 61) < u1(x*|6,) could
cooperate given certain beliefs and expectations about
behavior from the other side. Equilibrium behavior of
the players is described in the following theorem.

Theorem 1. In any equilibrium there will be cutoff
points, 6F below which types will defect and above which
types will cooperate. One possible equilibrium in which
no type cooperates is 67 = 05 = 1. If an equilibrium ex-
ists in which some types cooperate, the cutoff points can
be derived from the following relation for player 1,

1
1 g* w, 17’9* ——an L
ur (x*167) = wi(mi’, my, 67) + (1 — Hy(65185") )

[t 6) — il
and a similar one for player 2.'8

A “noncooperative” equilibrium with 6 =1 is pos-
sible regardless of beliefs. If the other side is expected
to defect regardless of its payoffs, each side has an
incentive to defect as well, to avoid the payoff from
being exploited. If the players start out very suspicious
of each other, this may be the only equilibrium. If the
players are not that suspicious, other equilibria may
be possible in which there is some chance that each
player cooperates. Since each equilibrium cutoff point
is an increasing function of the other one, if there are
multiple equilibria they can be ordered by the likeli-
hood of mutual cooperation. I will focus on the “most
cooperative” one in which the likelihood of mutual co-
operation is highest (6 is lowest), given that its Pareto
superiority has obvious focal appeal, and it has conve-
nient and quite general comparative static properties
(Milgrom and Roberts 1994; Milgrom and Shannon

17 In cheap-talk games in which the sender knows the value of an
uncertain parameter exactly, it can often only truthfully reveal a
range in which it falls. Even in these games, however, the mediator
never lies about the correct range in equilibrium.

18 Note, the cutoff points depend on the signals received. However,
given that the players know what signals are sent about themselves
(and obviously which ones they receive), in a truth-telling equilib-
rium, there is complete information about what signals are sent.
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1994). T restrict attention to the case where the pos-
terior distributions, after the mediator’s information is
revealed, could support an equilibrium with 6 < 1 and
hence some chance of cooperation. If this were not the
case, mediation would be pointless.

The central comparative static of interest with re-
spect to the player’s behavior is how the thresholds
for cooperation respond to the mediator’s information,
assuming it to be honestly relayed. This is given in the
following lemma.

Lemma 3. In a truth-telling equilibrium, each player
is more likely to cooperate if it is reassured about the
other side, that is, 7 (S}"), is declining in S}.

Proof. From Lemma 2, we know that Hj(Gj’-*|S;V ) is
decreasing in S/N and in a truth-telling equilibrium the

player’s beliefs will be the same as the mediator’s, so
SM can be substituted for S¥. Since 6; is increasing in
H; (9]’-*|S;‘4 ) from Equation 1, the result is obtained. m
What this means is that if the mediator tells a player
that the other side is trustworthy, that player will be
more likely to cooperate than if the mediator told it that
the other side was untrustworthy. This is a natural result
of the player becoming more trusting of the other side,
and hence more willing to take a risk and cooperate.

The Mediator’s Behavior

The mediator’s payoff, denoted », as a function of the
signals it receives, SV, and those it sends, S¥, is

0y, 818y, 87)
= un()[1 = Hi(01(Sy)[S1)][1 — H2(65(51)[2)]
+wn(mi’ i) Hy (07(52)|ST) [1 — Ha(65(S1")[57)]
+ w(m my")[1— Hy (07(S3") ST | Ha (605 (1) |S5)
+ wn (i’ my ) H (07 (S7) | ST) Ha (65 (517)52) - (2)

In a babbling equilibrium, the 6 will not be affected
by the S]M because the players will disregard the media-
tor and act on their prior beliefs. The mediator’s payoff
is therefore unaffected by its communication and it will
be willing to play its role in the equilibrium. In a truth-
telling equilibrium, the mediator’s payoff will depend
onits communication, and we can derive the conditions
under which the mediator will tell the truth, as stated
in the following theorem.

Theorem 2. In the single-round mediation game, for
a truth-telling equilibrium to be possible, the mediator
must be exploitation averse, and its best (worst) payoff
cannot be too much higher (lower) than the other three.

For the mediator to have an incentive to be honest,
it must prefer that the two sides either both cooperate
or both defect rather than that either side exploit the
other. If this were not the case, the mediator would
benefit by encouraging one side to cooperate even if
it thought the other side was untrustworthy and would
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defect. In addition, the mediator’s best payoff cannot
be too much greater than the other three, or it will have
an incentive to say whatever maximizes the likelihood
of achieving that best payoff. Similarly, it’s worst payoff
cannot be so bad that it will say anything that reduces
the likelihood of receiving it."

The conditions in Theorem 2 are constraints on the
payoffs in the normal form mediation game, but these
payoffs are in turn based on more fundamental pref-
erences over the outcomes, u,,(x), the mediator’s ideal
point /,,, and its costs of war c,,. By examining how
these factors affect the payoffs, we can determine the
impact of these more basic variables on the ability of
mediators to be credible trust builders.

First, consider the shape of the mediator’s utility
function over the outcomes, u,,(x). The function cannot
be too flat, or the second condition in Theorem 2 will
be violated.

Corollary 1. In the single-round mediation game, if
the mediator’s utility function is too flat, a truth-telling
equilibrium will not be possible.

In the extreme case, if the mediator is issue indiffer-
ent, so that u,,(x) = 1, Vx, its payoff from Equation 2
will reduce to a simple function of the likelihood of
mutual cooperation. It will therefore have an incentive
to say whatever will maximize the chance that both
sides cooperate. If the players will believe the mediator,
it will have an incentive to vouch for both of them,
because this makes them more likely to cooperate.
This incentive will hold regardless of the mediator’s
information. Therefore the mediator who just wants
to promote cooperation will vouch for the players re-
gardless of its beliefs about their trustworthiness, and
so it will not be capable of sustaining a truth-telling
equilibrium. Hence it will have no ability to reassure
the players and no impact on the likelihood of cooper-
ation. Note, this result in the trust-building context is
the same as that found in case of communication about
power and resolve. In my earlier model, and in Smith
and Stam’s (2003), a mediator who just wants to avoid
war (biased in favor of peace according to Smith and
Stam, unbiased according to me) will not be effective.
Purely issue-indifferent mediators may seem rare, in
that they have absolutely no preferences whatsoever
over the issue in dispute. However, the mediator need
not have perfectly flat preferences to be afflicted by this
problem, the preferences simply need to be flat enough
so that the war payoffs are all similarly valued at about
1 — ¢, and the value for the deal is about 1.

This highlights the relation between the flatness of
the utility function and the mediator’s cost of war. As
the following corollary indicates, if the cost of war is
too great, the effect is the same as if the mediator has
flat preferences.

19 1t bears repeating that the model assumes that the mediator has
no innate attachment to honesty per se. Such an attachment could
be easily modeled by adding a parameter to the mediator’s payoff
representing a cost for making a statement known to be false. This
would expand the range of truth-telling equilibria. The model, in
effect, identifies the incentives for honesty or dishonesty present in
the situation itself, combined with the mediator’s policy preferences.
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Corollary 2. In the single-round mediation game, if
the mediator’s cost of war c,, is too great, a truth-telling
equilibrium will not be possible.

If the cost of war, ¢,,, is too great, the mediator’s pref-
erences will approximate the case in which the medi-
ator is indifferent among the issue resolutions but just
wants to avoid war. In this case the temptation to say
whatever maximizes the chance of peace, namely, that
the two parties are trustworthy, will be irresistible. It
might seem that most mediators would have costs of
war below this threshold, because the mediator’s cost
of conflict is so much less than that of the players. It is
true that the mediator does not directly suffer the death
and destruction, not to mention the financial expense
involved in war. However, the mediator also typically
cares much less about the issues being fought over than
the parties do. The flatter the mediator’s utility func-
tion, the lower the upper bound on the costs of war. The
less the mediator cares about what the parties are fight-
ing over, the less it must care about the cost of war if it
is to be able to tell the truth. In the limit, if the mediator
is issue indifferent, any positive costs of war at all will
make it unable to be honest. In practice, therefore, this
constraint is not trivial. Many well-intentioned media-
tors who do not really care about where a border gets
drawn in an empty mountainous region but who abhor
the waste and destruction of war could be tempted
to lie in order to encourage cooperation. In this case,
the parties would be well advised to get a mediator
who cares more about the outcome and less about the
suffering of war.

The mediator must care about the outcome, but not
be too biased. Consider the mediator’s ideal point, I,,,.

Corollary 3. In the single-round mediation game, for
a truth-telling equilibrium to be possible, the mediator’s
ideal point I,,, must be between a lower bound and upper
bound, I, € [x,X] where x > 0 and X < 1. That is, the
mediator cannot be too biased toward either side.

If the mediator’s ideal point is too far to the right, then
its preferences over the war outcomes in the game will
be w (M, mh) > wy(ml’, my’) > w,(m), my), which
is the same as player 1’s ordering. We can think of this
as an effective indicator that the mediator is biased in
favor of player 1, because it shares player 1’s preference
ordering. This obviously violates exploitation aversion,
so the mediator will not be able to be honest to player 2
about player 1’s trustworthiness. The same logic applies
if the mediator’s ideal point is too far to the left, the
mediator will share player 2’s preference ordering and
prefer to have player 2 exploit player 1 rather than have
both defect. Therefore, if the mediator’s ideal point is
too extreme, if the mediator is too biased, it will be
incapable of supporting a truth-telling equilibrium. If
the ideal point is within the appropriate range, I define
it to be moderate. The concept of a moderate ideal
point is similar to Rauchhaus’s definition of neutrality,
having an ideal point between the ideal points of the

players, or between two relevant offers on the table
(Rauchhaus 2005).2

A moderate ideal point may seem like a com-
mon enough attribute for a mediator, especially well-
intentioned mediators such as United Nations officials
or Scandinavian diplomats. However, not all partic-
ipants in war are normatively equal, and sometimes
grave human rights abuses are perpetrated by one side
and not by the other. It is conceivable that when me-
diating between, for example, the Khmer Rouge and
Cambodian Government, or between Uganda and the
Lord’s Resistance Army, the mediator could share the
government’s preference to execute a surprise attack
and disarm the guerilla forces so their leaders could
be brought to justice.?! Such a mediator would not be
credible to the rebel forces, and so could not build
their trust in the government. Similarly, mediators in
hostage situations may not actually prefer that a mod-
erate compromise be worked out between the hostage
takers and the authorities, but could easily prefer that
the hostage takers be lured into the open where they
can be targeted by snipers or overwhelmed by assault,
so long as the hostages could be saved.

In the one-round game, therefore, if a mediator is
to be credible in a trust-building role, too much bias is
fatal. This result contrasts with my earlier finding that
bias is necessary for honesty in conveying information
about resolve (Kydd 2003). This discrepancy is a re-
sult of certain differences in the models. In my earlier
model, the mediator was assumed to share one side’s
preference ranking over the possible issue resolutions,
or be indifferent to the issue. The possibility of an in-
terior ideal point was not considered, and this turns
out to be essential to truth-telling in the trust-building
context.’> With an interior ideal point, the mediator
can be in a sense biased toward both sides, in that the
mediator shares with each a preference that they not
be exploited.

Real preferences over the issue space, a low enough
cost of conflict, and a moderate ideal point are neces-
sary to produce the appropriate incentives in a medi-
ator to support honesty in a truth-telling equilibrium.
But what if the mediator does not have these char-
acteristics, and so would not be honest in a one time
interaction? Could the desire to preserve a reputation
so as to ensure future employment prove adequate to
ensure honesty?

20 The costs of war do not affect these constraints. This is because in
the definition of the war payoff, the cost of war for the mediator is
the same in each of the three war outcomes, and so drops out of the
comparison that determines the rank ordering of the war payoffs.

2l Especially when they are under indictment at the International
Criminal Court, as is LRA leader Joseph Kony.

22 In my earlier model, an interior ideal point would likely lessen the
mediator’s credibility. However, if the mediator had a middling ideal
point and one side was stronger than the other, and so was trying
to extract a concession that would be viewed unfavorably by the
mediator, the mediator would likely be credible to the weaker side
in advising whether to grant the concession, because the mediator
would share the weaker side’s preference not to grant the concession
unless it were necessary.
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REPETITION AND REPUTATION

Consider a repeated version of the game. The players
are chosen anew each round, so the information struc-
ture is the same. The mediator is the same each round,
with a discount factor §.2* The mediator is “hired” for
the round, provided it has never said that a player is
trustworthy who subsequently defects. If the mediator
does make this mistake, it is never hired again. Note,
such a mistake is easily visible because each side knows
what the mediator tells it and can see whether the other
side cooperates. If the mediator vouches for the other
side and it then defects, a player is free to advertise
this to the world, harming the mediator’s reputation.?*
For all rounds in which the mediator is not hired, it
receives a payoff of zero. I consider perfect Bayesian
equilibria, so that the mediator’s choice at each round
must be optimal given its information. As in the one-
round game, untrustworthy types will defect in any
equilibrium, whereas trustworthy types can cooperate
if they are trusting enough.

The payoff to the mediator for the equilibrium strat-
egy is a function of the per-round payoff and the likeli-
hood of passing to the next round. Equation 2 gives the
mediator’s payoff conditional on the signals received
and sent. To derive the ex-ante per-period payoff, this
must be expanded assuming that signals sent match
signals received. The expansion is shown in the Ap-
pendix. Denote the ex-ante per-round payoff for telling
the truth #. The likelihood that the mediator gets to
the next round is the likelihood that the player(s) the
mediator vouches for cooperates. The ex-ante likeli-
hood of getting to the next round by telling the truth
is denoted y; and the formula is also in the Appendix.
The equilibrium payoff in the game can then be written
as

_
16y

m+ Sy + (8vi)m + -

This is also the continuation payoff from any point
forward, assuming honest behavior from then on.

To determine when the equilibrium is sustainable,
we must consider the payoffs for deviations ex-post,
after the mediator receives its information. Denote the
payoff from telling the truth in any round given the
signals received as n(SY, SY) and the corresponding
payoff from a contemplated deviation as n4(SY, S}).
The likelihood of getting to the next round will also be a
function of the signals and the contemplated deviation,
denote these as y,(SY, SY) and y4(SY, S5). The payoff

23 An alternative structure would be to have the same mediator with
the same parties over time, as in a prolonged negotiation or peace
implementation. This would complicate things by allowing the parties
to update from each other’s behavior as well as the mediator’s infor-
mation, and introduce the potential for complicated player strategies
involving reciprocity. My conjecture is that a similar dynamic would
operate to give the mediator further incentives for honesty, however.
24 The mediator could lie and claim that it warned the player about
the other side, but such claims would be obviously self-interested
and hence not likely to be credible.
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for sticking to the truth can then be written as

Ne
1-6y’

n(SY, SY) + 8y (SY, SY)

whereas the payoff for a one-round deviation? is

T
1 -8y

na(SY, S5) + 8ya(SY, SY)

Following the equilibrium payoff will beat the devi-
ation if

na(St' S2) = m(St' 57)

< (r(S7. ) — va(SY. Sév))é‘l_L}%- 3)

Note that for the equilibrium to hold, if a deviation
improves the payoff in the current round it must re-
duce the likelihood of getting to the next round, or if
it improves the likelihood of getting to the next round,
it must reduce the payoff in the current round. If a
deviation improved both the current round payoff and
the likelihood of getting to the next round, the equi-
librium would be unsustainable. Also, as usual in such
games, the discount factor, §, must not be too small
or the mediator will have an incentive to do whatever
maximizes the current round payoff.

The effect of repeating the game is to make truth-
telling equilibria possible when they were not before,
as reflected in the following theorem.

Theorem 3. In the repeated mediation game, a truth-
telling equilibrium can be possible even with a biased
or an issue indifferent mediator, that is if 1, ¢ [x,X] or
um(x) =1, Vx.

Intuitively, the fact that the game is repeated can give
the mediator an incentive to be honest. The mediator
knows that if it is caught in a lie, saying a player is trust-
worthy who then defects when a trustworthy player
would have cooperated, it will not be hired again. Being
hired again is valuable because of the opportunity to
get more benefits for fostering successful cooperation.
So the mediator may not wish to jeopardize its chances
of getting to the next round by vouching for the players
when it has received information that they are not that
trustworthy. Note, however, that the effect of bias and
issue indifference is still negative; if either becomes too
pronounced then credibility will be undermined. But
reputation can make up for limited amounts of bias or
issue indifference.

25 If no one round deviation is profitable, no longer one will be. If
a one round deviation is not profitable, an n round deviation will
be beat by an n — 1 round deviation where the mediator returns
to honesty one round earlier. This will unravel to the first round, so
any finite deviation will be beat by the equilibrium. The payoff for an
infinite deviation will be the limit of the payoffs of finite deviations of
increasing lengths, which are decreasing, all of which are beat by the
equilibrium, so the infinite deviation will be beat by the equilibrium
as well.
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DISCUSSION AND CONCLUSION

Systematic empirical testing of the arguments pre-
sented here will be difficult. First of all, the unit of
analysis in typical datasets on bargaining and media-
tion is an entire negotiation from beginning to end,
which can take months if not years (e.g., Brecher and
Wilkenfeld 2000). These are coded according to certain
characteristics of the actors, the identity of the medi-
ator, previous attempts at mediation, previous agree-
ments, and whether they succeeded or failed accord-
ing to various metrics. In the course of a negotiation,
the mediator involved may do many things at different
times, and more than one mediator may be brought in.
In the model presented here, however, only one task
of the mediator is examined, building trust through
speech acts vouching for the players. The unit of anal-
ysis should therefore be speech acts by the mediator,
and the relevant effects are the beliefs of the parties,
and their subsequent actions. In a typical negotiation
that gets recorded in a dataset as a single observation,
there will implicitly be thousands of speech acts by the
mediator and the parties to the negotiations, and the
individual effects of any small subset of these will be
impossible to distinguish.

Evenif a dataset with the appropriate unit of analysis
were available, selection effects would be formidable.
Some mediators impose themselves on the parties, but
others need acceptance by both sides to function. Those
that need acceptance will be selected by the parties
based on anticipated effectiveness, among other cri-
teria. This would imply that even if my model were
correct, many mediators in the sample would have the
appropriate characteristics identified by the model, but
the ones that did not, having been selected because of
some feature known to the parties that makes them ef-
fective, would also be effective; hence, the overall result
would suggest that the criteria the model suggests are
not essential. This selection effect could be overcome
by modeling the selection stage. For instance, Holger
Schmidt’s (2004) study of third-party intervention in
implementation examines first whether the intervenors
selected have the characteristics predicted by the
theory, and then separately whether they are in fact
effective.

An example of the quantitative literature that begins
to address issues raised by the model is Bercovitch
and Houston (1993, 317) who find, in a quantitative
study of 364 post-1945 mediation efforts, that “another
strong effect in our data concerns the importance of a
continuing relationship, especially one that may extend
into the future. Mediators from the same bloc tend to
be more successful and to use a different pattern of
strategies than other mediators. Mediation works best
when the parties and the mediator share some bonds
and are part of a recognizable network of interdepen-
dence”. The different strategies mentioned are “com-
munication facilitation” strategies, which correspond
more closely to trust building than the other two cate-
gories, “procedural,” and “directive.” Unfortunately,
the problems just identified apply here, in that the com-
munication facilitation strategy includes a vast array of

things besides trust building, and there is no selection
model.

While awaiting better systematic testing, the model
can shed light on debates in the literature on mediation
and find application to qualitative information derived
from more detailed narratives of mediation efforts. The
model supports the intuition that mediators should be
unbiased to build trust; however, it clarifies the issue
by identifying which kind of unbiasedness is helpful
(moderate ideal points) and which harmful (indiffer-
ence to the issue). Countless scholars and practitioners
have noted the advantage of neutrality in mediation
without being very rigorous about what they mean by
it and why it works. Young (1967, 81) argues that “a
meaningful role for a third party will depend on the
party’s being perceived as an impartial participant (in
the sense of having nothing to gain from aiding either
protagonist)”. In fact, however, the mediator must have
“something to gain” because it must have clear prefer-
ences for moderate outcomes and so wish to achieve
some favored issue resolution. This is what translates
into a desire to see that neither side gets exploited,
which is essential for credibility. Indeed, of all the find-
ings of the model, the fact that mediators who simply
want to avoid war will have a serious credibility prob-
lem and may therefore be incapable of lessening its
likelihood seems the most counterintuitive and absent
from the writings of practitioners.

Repetition can provide an additional incentive for
honesty. Mediators that are biased, but not too biased,
can still be honest brokers if they could lose their po-
sition by being caught vouching for players who sub-
sequently betray the other side. This provides a theo-
retical rationale for Wehr and Lederach’s observation
that the parties to conflict in Central America prefer
mediators who have ties to the community even if they
are somewhat biased, over outsiders who are neutral.
Wehr and Lederach (1991, 87) write,

The insider-partial is the “mediator from within the con-
flict” whose acceptability to the conflictants is rooted not
in distance from the conflict or objectivity regarding the is-
sues, but rather in connectedness and trusted relationships
with the conflict parties. The trust comes partly from the
fact that the mediators do not leave the postnegotiation
situation ... They must continue to relate to conflictants
who have trusted their commitment to a just and durable
settlement.

The model clarifies the strategic logic of this case. A
somewhat biased mediator in a repeated setting may be
honest, whereas in a one round game, a mediator who
is indifferent over the issue outcomes and just wants
to resolve the conflict will not be credible. Therefore
the parties may be right to prefer a moderately biased
intermediary who has lasting ties to the community.
In international conflict resolution, different media-
tors will have different concerns for reputation versus
immediate success. When President Clinton mediated
between Arafat and Barak at Camp David in 2000, the
reward for a successful settlement would have been
tremendous, whereas Clinton’s concern about future
mediation opportunities would have been minimized
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by uncertainty that there would ever be a next time,
at least of such magnitude, at least for him. However,
long-term mediators associated with international or-
ganizations such as the United Nations could perhaps
have a stronger incentive to preserve a reputation for
honesty. States, such as the Scandinavian countries, that
specialize in international conflict resolution could also
establish incentives for their diplomats to preserve the
national reputation for credibility.

Finally, it is important to emphasize that there are
many other tasks that mediators perform besides try-
ing to build trust between the parties. Mediators need
credibility in all the tasks they undertake that involve
attempting to persuade the parties of something. Some
of the results obtained here about the mediator’s ideal
point, preferences, and cost of conflict may extend to
other contexts, whereas others will not. Each context
needs to be examined carefully before a complete pic-
ture of the requisites of mediator credibility can be
drawn.

APPENDIX

Proof of Lemma 2

For convenience I will drop the subscript denoting the player,
since it is the same throughout. Recall that 6° is the cutoff
point between the UN and TV signals, and let 6* be the the new
threshold under consideration. The posterior beliefs over p
are fi(wi|UY) = ‘G(aﬁ}f%(u) and fi(w| TY) = 4(175;7(492(\51){(#). We
wish to show that the posterior beliefs over ¢ have the follow-
ing relation,

[ [ s S o anas

/ / g6l G,f,(e'o’;)f(u)dude.

Simplifying, we get

e G@n) 1-G( )
fo /Og(Glu)< HE) 1= H@) )f(u)dp,d9>0

- G(6°|w) — H(6")
f / B(610) g7 g ) did = 0

A / 201)(G(6|1) — H(E))f () dyudo > 0
./0 G(G*‘M)(G(QOW) - H(GO))f (w)du >0

1

[ 6@ nf 60 du — @) > 0
1

| 6@ G or o d

- / GO )f (1) dit / G@1)f (1) du > 0.
0 0

This is the covariance of G(6*|u) and G(6°|u). Given that
these are both decreasing functions of a common underly-
ing variable, p, the covariance will be positive, as proven in
Schmidt 2003.

460

Proof of Theorem 1

Let the likelihood that player j cooperates in equilibrium
be «;. Player 1’s payoff for cooperation is apu;(x*(6;) +
(1 —w)wi(nf], MY, 6;), whereas the payoff for defection
is cowi(m?, nb, 0;) + (1 — ap)wi (M, m¥, ;). Cooperation
beats defection if player 1’s value for the deal is above a
threshold:

W) = i o 7) + (5 1)

a

(m). my. 7).

x [wi(m}’, m3’, ;) — wy

In a truth-telling equilibrium the other side’s likelihood of
cooperation is 1 — H; (67|S") = o;. In a babbling equilibrium
the prior beliefs 1 — H; (6) can be substituted.

Proof of Theorem 2

If the mediator is not exploitation averse, then min{u,,(x*),
wu(m?, m¥)} < max{w,,(nt, m¥), w,(m¥, m;)}. Pick the
case where u,(x*) < w,(m¥,my). If w(my?, my’) >
wy(nf, m¥), then the mediator’s payoff increases with
H1(9*(SM )ISY), so the mediator has a dominant strategy to
send the UY signal and discourage player 1 from cooperating.
If w, (M, m¥) < w,(n], m), then receiving the 73" signal
indicating player 2 is trustworthy can only increase the in-
centive to send the U} signal to discourage player 1 from
cooperating. The mediator would want player 1 to cooperate
when player 2 is untrustworthy, and not to cooperate when
player 2 is trustworthy. In neither case is a truth-telling equi-
librium possible. The symmetry of the situation means the
same analysis applies to the other cases.

Assume that the mediator’s best payoff is mutual coop-
eration. As the mediator’s payoff for mutual cooperation
increases, from Equation 2, eventually the mediator will have
a dominant strategy to encourage cooperation by sending TV
signals regardless of the signals received. If the best payoff
were mutual defection, the same incentives would eventu-
ally mandate UM signals regardless of information. A similar
analysis implies that if, say, w,,(m, ni; ) is the worst payoff, if
it grows too bad the mediator will have a dominant strategy
to minimize its likelihood by sending the UM and T3 signals,
and similarly if w,,(n , m¥) is the worst.

The Values of 5; and y;

The mediator’s ex-ante per round payoff assuming
truthtelling is
= un(x)A+ w,(m{’, n;) B
0, )4, m)D.

where

= (L= Hi (6; (13 10Y)) (1 - H2 (65 (UY) 1U7)) Hi(6) Ha(6)
+ (1= H (67 (B ITY)) (1 = 2 (65 (1Y) 102)) (1 = Hi(6°) o (6°)
+ (1= H (67 (B) 10Y)) (1 - 2 (65 (U1) 1Y) Hi (6°)(1 — Ha ("))

+ (1=, (6 (B)1TY)) (1-H2 (65 (1Y) 1)) (1 — Hi(6°)(1 — Ha(6°)).
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B = Hy (07 (Uy") 1UY) (1 = Ha (65 (W) 1U7)) Hh (6°) Hia (")
+Hy (07 () 1TY) (1= Ha (65 (1Y) 1U7) (1 = Hn (6") Ha(6°)
+Hy (07 (1) 1UY) (1 = Ha (65 (UY) 113Y)) Fn(6°)(1 — Ha(6))
+H; (07 (B') 1TY) (1 Ha (65 (1Y) 173Y)) (1 = Hi(0")(1 — Ha(6")).
C = (1—H (67 (U3) 1UY)) Ha (65 (UY') |U) H (6°) o (6°)
+ (L= H (67 (W) 1TY)) Ha (65 (1) 1U3) (1 = Hi(6") Ha(6")
+ (1= (67 (B') 10Y)) B (65 (U) 1 1) i (6)(1 — Ha(6"))
+ (1= (67 (B') 1)) Ha (6 () |T) (1= H (6°) (1 = Ha(6")).
and
D = H (67 (U!) |UY) Hy (65 (UY') |UY) Hi (6°) Ha (6°)
+Hy (67 (U3) ITY) Ha (65 (TY) 1U3) (1 = Hi (6°)) Ha(6°)
+Hy (67 () 10Y) Ha (65 (UY) 1) Hi (6)(1 — Ha(6)
+H (67 (B)I1TY) Ha (6 () 1TY) (1 = Hi(@")) (1 — Ha(6")).
The ex-ante likelihood of getting into the next round is
ve=1—{(1 = H()[H (6] (U') |T}') Ha(6")
+H (67 (1) | 1Y) (1 = Ha(6")]
+ (1 — Hy(6")[Ha (65 (U)) | ) Hi(6°)
+H, (6, (1Y) | 1Y) (1 = Hy(6))]}.

Proof of Theorem 3

An equilibrium is possible when the improvement in the per
round payoff from vouching for a player are stronger when
in receipt of a T signal, and the decrease in the likelihood
of getting to the next round is lower, than after receipt of a
UV signal. First, consider the likelihood of getting to the next
round.

We can write out the likelihood of getting to the next round
more fully as a function of the signals received and sent as
follows.

v (00 BYSY, ) = (1-H, (9 () |s1) (1=H2 (65 (1) [S2))
v (O DS, 8) =1

v (T, s, 87)

"
=
>
—%
=
S5
3
n
=2z
=

y (UM, UY|SY, 85) = 1.

The likelihood of getting to the next round is decreasing in
the signal sent, S¥, regardless of the signal received; that
is, vouching for a player introduces some chance that that
player’s defection will end one’s mediation career. The sig-
nal received determines how much it decreases, however.
The key result is that the likelihood of getting to the next
round exhibits decreasing differences in the signals sent
and received; that is, y(UM|UM) — y(TM|UM) > y(UM|TN) —
y(TM|TN). This means that the decrease in the likelihood
of getting to the next round from vouching for a player is
smaller if the mediator has received the signal that the other
side actually is trustworthy.

Now return to Equation 2, and consider the case
where the mediator is biased toward player 1, so
WM, mh) > w,(m¥, m¥)  and  u,(x*) > wy(m, m¥).
The mediator’s payoff is increasing in S, because sending
the TM signal causes player 2 to be more likely to
cooperate, increasing the likelihood of mutual cooperation
and player 1 exploiting player 2. However, if u,,(x*) >
wyu(mi’, my), the payoff exhibits increasing differ-
ences; that is, n(TM, SY|UN, SY) —n(UM, YUV, SY) <

(TM, NAVAS SN) — r)(UM, SM|TN, %V). In other words,
the increase in the payoff of vouching for player 1 is
stronger when the signal received indicates that player 1 is
trustworthy, than when the signal indicates otherwise. The
same condition holds if the mediator is issue indifferent.

Putting these two facts together means that after receiving
the UY signal, the increase in the payoff for deviating from the
UM signal to the T signal will be small, and the decrease in
the likelihood of getting to the next round will be large. This
provides a disincentive to lie and means that the condition in
Equation 3 may hold. Conversely, if the 7}" signal is received,
the payoff loss from deviating from T to UM will be large
and the increase in likelihood of getting to the next round
will be small, once again punishing dishonesty and making
Equation 3 more likely to be satisfied. These considerations
have the potential to make the overall payoff conditional on
the signals received, making truth-telling equilibria possible.
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