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POWERFUL PACIFISTS: DEMOCRATIC STATES AND WAR

DAVID A. LAKE University of California, Los Angeles

emocracies are less likely to fight wars with each other. They are also more likely to prevail

in wars with autocratic states. I offer an explanation of this syndrome of powerful pacifism

drawn from the microeconomic theory of the state. State rent seeking creates an imperialist
bias in a country’s foreign policy. This bias is smallest in democracies, where the costs to society of
controlling the state are relatively low, and greatest in autocracies, where the costs are higher. As a
result of this bias, autocracies will be more expansionist and, in turn, war-prone. In their relations
with each other, where the absence of this imperialist bias is manifest, the relative pacifism of
democracies appears. In addition, democracies, constrained by their societies from earning rents, will
devote greater absolute resources to security, enjoy greater societal support for their policies, and tend
to form overwhelming countercoalitions against expansionist autocracies. It follows that democracies

will be more likely to win wars.

o less likely to fight wars in general, democ-
Nracies are significantly less likely to fight each

other. The relative pacifism of democracies
remains a puzzle. Although it has attracted signifi-
cant attention, most of the recent work has been
empirical (Maoz and Abdolali 1989; Small and Singer
1976) or philosophical (Doyle 1983a). No theory pres-
ently exists that can account for this striking empirical
regularity.

Equally important, but far less widely recognized,
is the propensity of democracies to win the wars that
they do fight. In view of the drawbacks commonly
associated with the democratic conduct of foreign
policy, this finding poses even more of a conun-
drum. If democratic decisionmaking is often slow,
inept, naive, and prone to stalemate, how and why do
democracies typically triumph over their faster, more
professional, sophisticated, and decisive autocratic
brethren? In the ultimate contest of national strength
and will, why are democracies more powerful?

I offer one possible explanation for this syndrome
of powerful pacifism drawn from a larger theory of
grand strategy (see Lake 1991). I argue that autocratic
states, which typically earn rents at the expense of
their societies, will possess an imperialist bias and
tend to be more expansionist and, in turn, more
war-prone. To the extent that democratic states tend
to be more constrained by their societies from earning
rents, wage their own wars of expansion under more
restricted conditions, possess greater incentives to
intervene in the domestic political affairs of autocra-
cies, and become objects of autocratic expansion,
there should be no significant overall difference in
frequency of war involvement. In the absence of this
imperialist bias, however, democracies should be
relatively pacific in their relations with each other.

Moreover, democratic states, because they are con-
strained from earning rents, will tend to create fewer
economic distortions, possess greater national
wealth, and devote greater absolute resources to
national security. They will also tend to enjoy greater
societal support for their policies. To the extent that
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states balance threats rather than power, democracies
will also tend to form overwhelming countercoali-
tions against expansionist autocracies. Together,
these three propositions imply that democratic states
should be more likely to win wars.

A THEORY OF THE RENT-SEEKING
STATE AND FOREIGN POLICY

Stimulated by the pioneering work of Lane (1979), the
microeconomic theory of the state conceives of the
state as a profit-maximizing firm that trades services
for revenues.? I define profit here as the difference
between revenues acquired by the state and its real
costs of producing services and collecting revenue.
Real costs are determined, in turn, by the fair market
value of the resources consumed by the state in the
production and collection processes.®> Thus, follow-
ing normal usage, profit includes both what is com-
monly called normal or economic profit, defined by the
opportunity cost of the factors of production or their
return in their next-best occupation, and supernormal
profits or rents, returns greater than what is necessary
to sustain the factors of production in their present
use. (See Tullock 1980.)

Foremost among the services provided by the state
is protection. For purposes of the following analysis,
protection is further restricted to mean only defense
from external threats. While I focus on this single
“industry,” the argument can easily be generalized to
other state services; and rents earned by the state on
any service in any area under its control are sufficient
to create an imperialist bias in its grand strategy.

Many competing definitions of the state exist. In
this theory, the state, a service-producing firm, is
defined by two functional attributes. Since the pro-
tection industry typically enjoys economies of scale
over an extensive geographic area, the state forms a
natural but local monopoly (Lane 1979, 23). As a
result, one and only one state will exist in any area at
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any given time. Similarly, as protection from foreign
threats forms a local public good, whose suboptimal
provision is otherwise ensured by the large number
of citizens involved, the state will supply this service
only if it is granted, or is able to obtain, some coercive
ability over its society. These two aspects of the
protection service, local monopoly and coercive sup-
ply, are consonant with Weber’s classic definition of
the state as a “‘compulsory organization with a terri-
torial basis” that monopolizes the legitimate use of
force (1978, 1, 58).

The Demand and Supply of Protection

All individuals possess a positive demand for protec-
tion; and as price declines, they increase the quantity
they demand. Accordingly, the demand curve for
protection slopes downward and to the right, as in
Figure 1.* The precise slope is a function of societal
preferences (which are considered to be exogenous)
and the availability of substitutes (which, given the
nature of protection, tend to be few), suggesting that
demand is relatively inelastic and the curve corre-
spondingly steep. Although theoretically possible, it
is unlikely that the demand for protection is perfectly
inelastic (i.e., that the demand curve is perpendicular
to the horizontal axis), since this implies that society
is willing to pay virtually any price for even small
amounts of the service. To the extent that society
places any value on goods and services other than
protection, or, if there is any trade-off between guns
and butter, the demand curve must possess at least a
slight negative slope. It is equally unlikely that the
demand for protection can be saturated. Historical
experience suggests that even high levels of defense
spending do not create feelings of total security. To the
extent that the security dilemma holds at all (Jervis
1978), the demand for protection can be sated not at
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some high level of military spending but, rather, only in
a world where everyone else is completely disarmed.’
In short, under most feasible conditions, the demand
curve for protection is sensitive to price.

The level of protection demanded by society, in
turn, is primarily a function of the level of external
threat. The greater the external threat, ceteris pari-
bus, the higher the demand for protection will be.
This is depicted in Figure 1 as a shift outward in the
demand curve (D' > D).

As in any monopoly, the state enjoys some mea-
sure of market power and can, within the limits set
by the demand schedule, control the quantity of
the good (protection) supplied; and as with any
profit-maximizing firm, the state will set its output at
the level that equates marginal cost with marginal
revenue and charge what the market will bear.® In
Figure 1, price p represents the normal profit level;
but since in all monopolies the profit-maximizing
level of production lies below the demand curve, the
final price charged to consumers will be higher and
may be as high as r. The difference between p and the
price charged, say r, defines the rent or supernormal
profit earned by the state—represented graphically
by the rectangle p-r-a-b.”

Unlike other monopolists, however, states can also
act opportunistically against their own societies by
artificially increasing the demand for their services
through extortion or racketeering. Extortion occurs
when states magnify, exaggerate, or “oversell” for-
eign threats to society, whether by supplying incom-
plete information or engaging in outright deception
(see Ames and Rapp 1977; Lowi 1967). States conduct
protection rackets by actively creating foreign threats,
from which they then protect society (see Tilly 1985).
In both cases, a state effectively shifts the demand
curve outward (D' > D) and thereby earns greater
rents (p'-r'-a’-b’ > p-r-a-b).

Two important points follow from this analysis.
First, the level of protection supplied by the monop-
oly state will always be less than that produced under
conditions more closely approximating “pure compe-
tition.”® While society would benefit from higher
levels of protection, given prevailing costs of produc-
tion, the profit-maximizing or optimal strategy for the
state is to restrict supply—whether it can successfully
capture the potential rents or not. Insecurity is an
inherent feature of life under the modern state.

Second, the state faces strong incentives to seek
rents at the expense of society. In other words, the
state can benefit itself by charging consumers the
monopoly price for protection (r in Figure 1) and by
artificially inflating demand through extortion or
racketeering.

Societal Constraints on State Rent Seeking

Consumers clearly prefer to purchase protection at
the lowest sustainable price (p in Figure 1). The state,
on the other hand, clearly prefers to sell protection at
the highest possible price, which is determined by
the slope of the demand curve and represented by r.
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The actual price—and the level of rents extracted
from society—is determined by how well individual
citizens can control or regulate the rent-seeking be-
havior of the state. Society’s ability to control the
state, in turn, is influenced by the costs of three
separate activities: monitoring state behavior, voice,
and exit (see Hirschman 1970).

In order to control the state, individuals must first
monitor its performance and acquire information on
the strategies it is pursuing, its real costs of protection
production, the level of foreign threat, and the like.
Monitoring the state is analogous to principal-agent
problems in publicly held corporations, where the
stockholders (the principals) seek to ensure that the
managers (the agents) work hard and faithfully in
their interests.” The “problem” arises because no
single stockholder typically has any incentive to in-
vest in, or acquire information on, the manager’s true
performance—information, of course, it is assumed
that the managers themselves possess. Collective
action problems also stymie any group investment in
information. The higher the costs of acquiring infor-
mation, the less control the stockholders can exert
over the firm and the more the managers can shirk or
adopt policies that benefit themselves at the expense
of their principals. The same is true of the state—
society problem: no single citizen has any incentive to
invest in information; and, because of the free-rider
problem, collective investment in information occurs
only at suboptimal levels.’” The higher the costs of
acquiring information regarding state performance,
the greater latitude state officials possess to engage in
rent-seeking behavior.

Once performance and the level of state rents have
been assessed, individuals have two instruments
through which to alter or change state behavior: exit
and voice. Through exit, individuals move and de-
plete both the resource base of the state, raising its
real costs, and its market for protection, lowering the
price it can charge. Discipline is imposed upon the
state, in other words, by reducing its profits, thereby
punishing it for undesirable behavior.

* As Hirschman notes, exit is the quintessential
economic strategy: if a consumer ceases to like a
product, he or she simply stops purchasing it (1970,
15). Consumers of state-provided services do not
have quite the same freedom. Because protection is a
public good supplied by a local monopoly, individu-
als cannot choose to consume varying amounts or
qualities; indeed, because it is coercively supplied,
individuals cannot choose whether or not to consume
any protection at all. Nonetheless, political exit can
occur, although it takes different forms and usually
entails a higher cost than exit from private goods
consumption. Individuals can choose to migrate or
“vote with their feet” (or assets), moving from high-
rent to low-rent areas.'’ Freedom of emigration is
often one of the first rights obtained in the process of
democratization (as was recently witnessed in East-
ern Europe), suggesting that the right to exit and
democracy will tend to be conjoined, with the former
serving as the ultimate guarantor against failures of
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the latter. Similarly, territories can secede or threaten
to secede. If large enough, they can try to form an
independent state or, failing that, they can try to
merge with other secessionist or democratic territo-
ries into a larger union. While possible, exit is costly
to the individuals or territories that choose it. The
higher the cost of exit, the greater the ability of the
state to earn rents.

Voice, or political participation, disciplines the
state by separating or threatening to separate state
officials from their offices: the citizens stay, but the
composition of the state changes. Voice can take
many forms, from voting, to campaign contributions,
to mass unrest, to active rebellion.

At the individual level, the costs of political partic-
ipation are unevenly distributed across society. This
occurs for a host of idiosyncratic reasons. For in-
stance, not all countries have universal suffrage, the
opportunity cost of a campaign contribution is signif-
icantly less for a multimillionaire than for a welfare
family, and the military can overthrow a leader with
greater ease than can unarmed civilians.

At the aggregate or national level, the costs of
political participation vary by regime type. For in-
stance, in most democracies, where elections are the
primary focus of political participation for the major-
ity of citizens, it is relatively costless to vote and
exercise voice.'? At the other extreme, autocratic
states typically suppress political dissent; and voting,
if it occurs at all, is ineffective in removing officials
from power. In these countries, to replace, or effec-
tively threaten to replace, a ruler requires either mass
unrest or some form of armed rebellion—activities
that carry considerably higher individual costs, in-
cluding the possibility of death. In these polities,
voice is very costly to the average citizen and, as a
result, is seldom exercised. It follows that the higher
the costs of political participation, on average, the
greater the state’s ability to earn rents will be.'> The
relatively low cost of political participation in democ-
racies constrains the state’s rent-seeking ability,
whereas the relatively high cost of political participa-
tion in autocracies frees the state to earn rents.

In determining its level of feasible rents, the state
will act as a discriminating monopolist, charging
citizens in general and each separate citizen in par-
ticular a price for protection positively related to the
costs of monitoring, exit, and political participation.
Indeed, the state will charge up to—but in equilib-
rium not more than—the price at which individuals
would be tempted either to exit or to engage in the
lowest-cost form of political participation available to
them that would effectively remove current state
officials from power.

Expansion and the Rent-seeking State

In practice, there are always positive costs of moni-
toring state behavior and exercising voice and exit. As
a result, all states possess some ability to earn rents,
although the ability will be larger in autocracies than
in democracies for the reasons just surveyed. To the
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extent that a state can earn rents, state and societal
interests will diverge and the state will be biased
toward an expansionary foreign policy.'* This rela-
tionship is continuous. The higher the costs to society
of controlling the state, the greater will be the rent-
seeking ability of the state, the more the interests of
state and society will diverge, and the more expan-
sionist the state will become.'® This imperialist bias
arises for three reasons.

First, expansion may increase the state’s rent-seek-
ing ability by reducing the benefits of exit. The net
benefit of exit to any individual (and thus that indi-
vidual’s incentive to engage in this action) is deter-
mined by both the push of high rents at home and the
pull of lower rents abroad. When all states extract
equally high rents, there is no incentive to move. If
through expansion a state can eliminate or engulf a
low-rent competitor, it increases its own ability to
earn rents. This suggests that low-rent states will
often be objects of expansion for rent-seeking auto-
cracies.

Second, a state may also expand so as to provoke
others into threatening its own society. Both extor-
tion and racketeering rest upon persuading citizens
that foreign threats are larger and more real than they
are or otherwise would be. If successful, the state
convinces consumers to increase their demand for
protection and, in turn, earns more rents. Even with
incomplete and costly information, however, citizens
may eventually discern the true level of threat and
lower their demand. Through expansion short of
universal empire, the state lends credibility to extor-
tion and supports racketeering, thereby strengthen-
ing its ability to earn rents at the expense of society.

Third, and most important, the larger the state’s
rent-seeking ability, the higher the total revenue
earned by the state. The more revenue (ceteris pari-
bus), the larger the optimal size of the political unit.
These relationships are depicted in Figure 2.

For all states, an optimal size exists defined by the
costs of collecting revenue and producing protection
and the revenues earned by providing this service to
society. Each additional unit of territory acquired by
the state produces additional revenue: the state be-
comes the new local monopoly supplier of protection,
and it taxes consumers in that region accordingly.

On the other hand, the costs of governing rise with
the size of the political unit, placing an effective cap
on the size of nation-states. These resource costs
occur primarily in the form of transactions costs of
revenue collection (see Levi 1988; North 1981). Over
some limited range, the state may enjoy increasing
returns to scale in revenue collection; but soon, the
addition of more territory begins to strain the admin-
istrative abilities of the state, leading to diminishing
returns.

When combined with the costs of producing pro-
tection, the state’s total cost curve typically resembles
that in Figure 2. Economies of scale in protection, in
conjunction with initial increasing returns in revenue
collection, suggest that the slope of the total cost-
curve declines for some substantial distance, flattens
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as the marginal costs of revenue collection begin to
rise more rapidly, and eventually increases as the
costs of revenue collection accelerate and the econo-
mies of scale in protection are exhausted.

If revenues increase monotonically, there is a single
optimal size of the political unit where marginal
revenue equals the marginal costs of collection and
production. Geometrically, this occurs where a line
tangent to the cost curve is equal to the slope of the
revenue line, as at size O. At O, the economic profit
to the state is measured by the line segment bc. No
profit-maximizing state has any incentive to expand
beyond the point where marginal cost is equated with
marginal revenue.

Rents earned by the state, however, cause the total
revenue line to rotate counterclockwise from the
origin (TR" > TR). Although the total cost curve may
also increase as state rent seeking stimulates higher
transactions costs of revenue collection, the curve
must rise at a lagging rate. Higher state rents do not
increase the costs of producing protection from exter-
nal threats per se, and this is likely to be the major
component of the cost curve. And even if the trans-
actions costs of revenue collection increase, because
important social groups demand compensation or
public unrest must be suppressed, collective action
problems thwart a fully countervailing societal re-
sponse. Assuming for expositional clarity that total
costs remain constant, state rent seeking raises total
revenue and expands the optimal size of the political
unit from O to O'. Intuitively, with rents, each unit of
territory produces greater revenue for the state. The
greater the revenue, the greater the equilibrium costs
that can be borne to capture that revenue. Thus, a
state with an increased rent-seeking capacity has an
incentive to expand until marginal revenue and mar-
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ginal cost are once again equalized at a new, larger
size.

While this expansion (from O to O’) benefits the
state, it harms society. With TR’ representing the
revenue of a successful rent-seeking state, the line
segment b’c’ will be the state’s economic profit and
a'b’ its rent, with a’b’ being redistributed away from
society to state officials. Not only is society exploited
by state rent seeking, but it is doubly hurt by the
additional expansion rent seeking induces. In the
absence of expansion, the state’s rents would be ab;
with expansion, these rents increase to a’b’. Simple
observation suffices to show that a’b’ will always be
longer than ab.

Both the original citizens or consumers of state-
produced services and the individuals newly incor-
porated into the territorial unit pay the new higher,
expansion-induced price for protection. In other
words, greater rents are extracted from both the
original and augmented populations, although the
exact rate at which these groups will be taxed is
determined by their relative costs of controlling the
state. The previously foreign population does not
bear the burden of the higher rents alone; all consum-
ers in that particular state face a higher price for
protection. Imperialism is not simply a means for
extracting wealth from ““foreign’ territories: it is a tool
used by the state for exploiting its own society as
well.

While this argument has been developed only in
terms of a single state service (protection), any rents
earned on any service provided by the state increase
the optimal size of the political unit. Even if rents are
earned from providing, say, the physical infrastruc-
ture, the net benefits to the state of providing that
good still increase and provide an incentive for fur-
ther expansion. Fully generalized to all areas of state
service, the state optimizes where the marginal rev-
enue (including rents) equals the marginal costs of
providing all services and collecting all revenues.
Given that the demand for protection is likely to be
more inelastic than the demand for other state serv-
ices, however, the highest rents are likely to be
earned in this industry. Nor is there any apparent
reason why societal constraints on the state should
differ significantly across areas of service.'® Hence, it
is appropriate to focus on the production of protec-
tion. Nonetheless, it is important to note that in a
fully generalized theoretical framework, any rents
earned by the state are sufficient to generate an
imperialist bias.

It is virtually impossible to measure state rents
directly. Perhaps in past centuries, when the public
fisc and the private purse of the ruler were one and
the same, it might have been possible to observe the
rents earned by the state by measuring the compar-
ative opulence of the royal court. If the general
argument developed here is correct, however, then
surely one of the primary tasks of modern state
budgeting techniques is to obscure the difference
between normal and supernormal state profits. It also
follows that in the countries where they are most
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easily observed, rents will be relatively low—even
zero, at the extreme.!” Given these measurement
difficulties, no direct test of the theory is possible.
Rather, it can be assessed—and the presence of state
rents revealed—only by examining the theory’s be-
havioral implications. Accordingly, I shall examine
several hypotheses derived from the theory. In doing
so, I also provide an explanation for one of the
longest-standing puzzles of international relations.

THE PROPENSITY FOR WAR

In a recent review of the literature, Levy writes that
(1) “the evidence shows that the proportional fre-
quency of war involvement of democratic states has
not been greater than that for nondemocratic states”’;
(2) “democracies may be slightly less likely than
nondemocratic states to initiate wars, but the evi-
dence is not yet conclusive on this question”; and (3)
“although democracies have fought wars as fre-
quently as have nondemocratic states, they almost
never fight each other. . . . This absence of war between
democratic states comes as close as anything we have to an
empirical law in international relations” (1989, 270; my
emphasis). In Russett’s view, this final result ““is one
of the strongest nontrivial or nontautological gener-
alizations that can be made about international rela-
tions” (1990, 123).'8

For illustration, all interstate wars from 1816 to 1988
involving democratic states are listed in the Appen-
dix.'® Of these 30 conflicts, only 2 involve democratic
states fighting each other: World War II, where
Finland fought alongside the Axis (an easily ex-
plained exception), and the Spanish-American War
of 1898.

This pattern of pacifism only among democratic
states is inconsistent with most prevailing theories of
international politics (Doyle 1983a, 218-25; Levy 1989,
270). Realism, which focuses on the universal effects
of international anarchy, the security dilemma, and
the balance of power, cannot account for the relative
pacifism of democracies. This is even more true of its
contemporary variant, neorealism, which explicitly
abstracts from the domestic characteristics of nation—
states. Given the correlation between democratic po-
litical structures and capitalism, Marxist-Leninist the-
ories predict a higher incidence of war between
democracies. Conversely, liberal economic theory,
which highlights the pacifying effects of commerce,
predicts a lower overall incidence of democratic war
involvement, not just a lower probability of war
among democracies.

The most persuasive account of the relative paci-
fism of democracies was first put forth by Immanuel
Kant in 1795, when there were less than a handful of
democracies in existence, and has been recently sum-
marized and extended by Doyle (1983a, 1983b, 1986;
see also Russett 1990, 124-32). There are three steps
in Kant’s argument. He first posits that republican
forms of government, the inevitable result of political
evolution, will replace monarchical (or autocratic)
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caprice with populist caution. Kant “argues that once
the aggressive interests of absolutist monarchies are
tamed and once the habit of respect for individual
rights is engrained by republican government, wars
would appear as the disaster to the people’s welfare
than he and other liberals thought them to be” (Doyle
1983a, 229).

While republican rule guarantees caution, interna-
tional law guarantees mutual respect among liberal
states—a step that separates Kant from other liberal
thinkers:

As republics emerge . . . and as culture progresses, an
understanding of the legitimate rights of all citizens and
of all republics comes into play; and this, now that
caution characterizes policy, sets up the moral foundations
for the liberal peace. . . . In short, domestically just repub-
lics, which rest on consent, presume foreign republics
to be also consensual, just, and therefore deservin§
of accommodation” (Doyle 1983a, 230; my emphasis).>

Finally, drawing upon liberal economic theory, Kant
concludes that cosmopolitan law, especially the
“spirit of commerce,” provides a material incentive
for states to promote peace and avert war—a third
step that reinforces the basis for mutual respect.
Doyle (1983b) extends Kant by identifying and
examining the moral imperative that liberalism cre-
ates for democracies in their relations with nondem-
ocratic states.?! “If the legitimacy of state action rests
on the fact that it respects and effectively represents
morally autonomous individuals,”” he argues, “then
states that coerce their citizens or foreign residents
lack moral legitimacy” (p. 325). It follows, then, that
“the liberal dictum in favor of nonintervention does
not hold. Respecting a nonliberal state’s state rights
to noninterference requires ignoring the violations of
rights they inflict on their own populations” (p. 330).
Thus, the moral foundations of the liberal peace are
absent in relations with autocratic states, allowing
war to be used as an instrument of statecraft and, at
the extreme, necessitating active intervention by lib-
eral states in the internal affairs of autocracies.
Kant’s theory and Doyle’s extension constitute a
normative philosophy for the conduct of foreign
affairs but not a positive theory of international
relations. This philosophy rests, fundamentally,
upon a moral imperative of restraint, in which dem-
ocratic states must forgo potentially welfare-improv-
ing actions that would be damaging to their liberal
brethren, and necessary action, in which a democracy
might actually reduce its own material welfare in
order to overthrow an autocracy and free a repressed
people.” While it forms a sophisticated and coherent
worldview, liberalism nonetheless contains a curious
combination of motivations—a combination that can
be reconciled only if we assume that individuals are
in fact essentially moral actors willing to forgo mate-
rial gains for normative ends. But if we accept this
assumption, then the exploitative behavior of auto-
cratic rulers is theoretically unmotivated: if individu-
als are moral and will act morally given the opportu-
nity, why should autocrats, who are unconstrained
by society, act immorally? And if power corrupts the
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ruler, why should collectivities be immune—espe-
cially in their relations with other states? Kant's
suggestion that autocratic rulers might “resolve on
war as a pleasure party for the most trivial reasons”
(quoted in Doyle 1983a, 229) does not resolve this
contradiction. Kant’s liberalism ultimately falls short
of being a positive theory of democratic pacifism
because it lacks what today we would call a fully
developed and consistent set of micro motives.??

The theory I have summarized above offers an
alternative explanation for the relative pacifism of
democratic states that nonetheless builds upon, and
subsumes, many of Kant’s essential insights. First, as
I have demonstrated, democratic states will tend to
be less expansionist than autocratic states. The larger
the rent-earning ability of the state, the greater the
optimal size of the territorial unit, and the greater the
incentives for the state to try to reach this optimal
size. To the extent that war is a necessary byproduct
of expansion, it follows (ceteris paribus) that auto-
cratic states will be more war-prone. Where, for Kant,
republican institutions restrain the capriciousness of
the ruler, democracy, in this approach, constrains the
ability of the state to extract monopoly rents at
society’s expense.

Second, the theory suggests that democracies will
often be the object of expansion by autocratic states.
Democracies pose two threats to the rent-seeking
ability of autocracies. As I have noted, democracies,
by their very existence, serve as magnets that pull
individuals out of autocratic polities; in the absence of
a low-rent democratic haven, exit is less likely to
occur. By eliminating democracies, autocratic states
can reduce the gains from, and incentives for, emi-
gration. In addition, through their political openness
and richer informational environments, democratic
states reduce the costs to autocratic societies of mon-
itoring state behavior; by observing democracies,
citizens in autocracies are more likely to become
aware of the magnitude and consequences of state
rent seeking.”* Again, by eliminating democracies
abroad, autocratic states solidify and reinforce their
rent-earning abilities. For both of these reasons, de-
mocracies, perhaps unwittingly, may become targets
of the expansionary activity of autocracies—thus ex-
panding their overall war involvement despite their
own pacific nature.”

Finally, democratic states may engage in expansion
and even intervene in other countries, as Doyle
claims, but only under restricted conditions. Democ-
racies will expand only when the initial costs of
conquest and ongoing costs of rule are less than the
discounted present value of future economic profits.
Under these conditions, expansion is socially optimal
regardless of regime type. Nineteenth-century Euro-
pean imperialism may provide examples of such
socially efficient expansion: in many areas of the
periphery the cost of war against more ““primitive”
peoples was relatively low and the potential gain
from the erection of a “modern” state with its greater
extractive capacity disproportionately large. With the
rise of “European-style” states in the periphery dur-
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ing the twentieth century, however, the cost of
imperialist expansion has substantially increased, ap-
parently foreclosing this option.

By the same principle, democracies may also pre-
emptively intervene in the domestic affairs of an
autocracy to construct democratic political structures
as long as the costs of the intervention are less than
the expected costs of a war stimulated by state rent
seeking. In this view, the proactive policy of democ-
racies rests not on a moral imperative but on a
rational calculus of preemption.

Together, these propositions imply that democra-
cies are, on average, no more or less war prone than
other states. On the other hand, democracies are less
likely to fight each other, for only in this area is the
absence of an imperialist bias manifest. Indeed, the
almost complete lack of war between democracies
suggests just how important state rent seeking may
be as a source of international conflict.

'THE PROPENSITY FOR VICTORY

Democracies are not only less likely to wage war with
each other, they are also significantly more likely to
win the wars they fight against autocracies. Liberal-
ism offers a possible explanation for this correlation:
democracies tend to turn international conflicts into
ideological crusades and demand total victory.26 Yet,
as I have noted, the micro motives for democratic
crusading are, at best, unclear. Moreover, within this
framework, ideological fervor need not translate into
victory; for the fear that the winner will transform the
loser’s social structure may only spur the failing side
onto greater efforts. The drive for victory need not
yield the desired result.

The theory summarized in Part I suggests a second
explanation. To the extent that democratic states earn
fewer rents, it follows that they tend (1) to create
fewer economic distortions, possess greater national
wealth, and devote more resources to security; (2) to
enjoy greater societal support for their policies and
therefore a greater extractive capacity; and (3) to form
overwhelming countercoalitions against expansionist
autocracies. I shall develop each of these propositions
in turn.

State rents, like the rents earned by private actors,
distort patterns of production and consumption, di-
vert resources into directly unproductive activity,
create social deadweight losses, and thereby reduce
the total product of goods and services within an
economy. While the successful rent earner is better
off, the economy as a whole suffers. At the very least,
growth rates lag behind their potential. North (1981)
has examined the effects of state rent seeking on
property rights and, in turn, growth; but the argu-
ment is more general.”’ Any state rents, including
monopoly rents earned through the exchange of
state-produced services such as protection, distort
the economy and, over time, lower national wealth
relative to its potential.®

The wealthier the country (ceteris paribus), the
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more absolute resources it devotes to producing
security. For any given set of costs and preferences,
wealthier countries produce and consume greater
amounts of all goods and services, including protec-
tion; under normal conditions, an increase in wealth
affects only the level, not the mix, of goods in the
economy. It follows, then, that wealthier countries
produce and consume greater amounts of security
(i.e., provide greater absolute resources to the state
for producing protection). In contests where sheer
resources matter, the cumulative effects of lower state
rents may prove decisive.

Democratic states should also possess greater soci-
etal support for their policies, suggesting that they
will enjoy a greater extractive capacity for any given
level of national wealth. All societies make trade-offs
between consuming what are mostly private goods
and services and consuming state-produced protec-
tion; while both constitute current consumption, the
latter serves as insurance that societies will be able to
enjoy their present and future holdings of wealth.
During hostilities, when the external threat to na-
tional wealth, territorial integrity, and the present
form of rule is most acute, individuals and, in turn,
society will tend to purchase greater quantities of
protection (pay higher taxes), thereby transferring
greater resources to the state for the waging of war.

In view of their exploitative nature, however, au-
tocratic states pose a greater threat than do nonauto-
cratic states to the current and future ability of dem-
ocratic societies to produce and consume wealth; as a
result, democracies should demand greater protec-
tion against these threats and contribute proportion-
ately more to ensure victory in war. Within the theory
developed here, individuals are indifferent between
being ruled by two equally democratic regimes; each
provides similar levels of protection close to the
normal profit price (p in Figure 1). As a result, there is
no incentive for citizens of one democracy to pur-
chase protection against another equally democratic
state unless there is some uncertainty about the likely
behavior of the democratic conqueror. Autocratic
states, on the other hand, provide protection only at
a higher price, with the difference between the nor-
mal profit and higher prices (p and r in Figure 1) being
captured by the state as rents. In this case, citizens of
democracies do possess incentives to purchase pro-
tection against this threat to their current and future
wealth; indeed, the greater the expected rent seeking
from an autocratic conqueror, the more protection
citizens will demand, and pay for, from their present
democratic state.

Conversely, autocratic societies may actually bene-
fit from defeat—if the victorious democratic states
remake the autocracies in their own images. As a
result, societies in autocratic polities should be will-
ing to contribute proportionately less than democratic
societies. While autocratic states will seek to offset
this tendency by vilifying the enemy (instilling fear
that defeat will mean national destruction, rape, and
slavery), a fifth column remains a real possibility.
Autocracies may also increase the degree of coercion
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used to extract resources; but this implies higher
transactions costs for revenue collection, which will
further disadvantage them relative to democracies.
At the very least, the lack of societal support places a
real constraint on their extractive capabilities. Lam-
born’s (1983, 1991) study of the great powers during
the late nineteenth century supports this expectation,
as does the tendency of states to expand the franchise
or otherwise liberalize Eolitically during or immedi-
ately after major wars.>

Finally, to the extent that states balance threats,
rather than power (as Walt [1987] has argued and as
is consistent with the logic I have developed), dem-
ocratic states should form overwhelming counterco-
alitions against autocratic states. Not only are autoc-
racies more likely to seek territorial expansion, they
are more likely to target democracies (to reduce exit
options). In addition, autocratic expansion poses a
greater threat to democracies because of the larger
rents the state is likely to extract if successful. The
greater the threat (ceteris paribus), the greater the
balancing reaction by other states.

Given its imperialist bias and likely behavior if
successful, the threat posed by an autocracy is pro-
portionately greater than the sum of its aggregate
resources, the traditional measure of national power.
It follows that the countercoalition that forms against
any autocracy should be disproportionately large or
overwhelming. If autocracies have greater incentives
to expand, democracies have greater incentives to
resist. As a result, this coalition should also be
disproportionately composed of democractic states.*
The overlarge ““democratic’” coalition should deter
autocratic expansion (by raising the costs of conquest)
and, if deterrence fails, be more likely to win. Com-
bined with the greater wealth and extractive capabil-
ities of the individual states, this suggests that the
democratic coalition should be virtually invincible.
The overlarge coalitions formed during World Wars I
and II and, more strikingly, the Cold War (often
understood as anomalies in realist theories of inter-
national relations; see Waltz 1979) bear out this ex-
pectation.

Evidence

Many of the concepts central to the theory summa-
rized here are difficult to operationalize or lie beyond
current data-gathering techniques. Extractive capabil-
ity, for example, is unmeasurable: military spending
as a proportion of gross national product (a com-
monly used indicator) may be distorted and inflated
by state rents. Nonetheless, the propositions I have
developed suggest that democratic states should tend
to win wars—a derived hypothesis that provides an
indirect test of the theory.

The historical record is striking. Of the 30 wars
listed in the Appendix, 3 (the Korean, Israeli-Egyp-
tian, and Israeli-Syrian Wars) must be excluded from
this analysis for want of a clear victor. I also exclude
the Spanish-American War, fought between two
democracies, but include World War II despite Fin-
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Regime Type and Victory in War
(Individual Participants)

NATURE OF REGIME

SUCCESS

IN WAR AUTOCRATIC DEMOCRATIC TOTAL

Loser 42 9 51

Winner 32 38 70
Total 74 47 121

Note: All wars in the Appendix are included except the Spanish-
American War of 1898 and wars in which no clear winner emerged.
Gamma = .694; chi squared = 16.673; df = 1; p = .000046.

land’s exceptional position. Of the 26 wars fought
since 1816 between democracies and autocracies, the
former have won 21 (81%) and lost 5 (19%). In other
words, democratic states, either singly or in combi-
nation with other states, have won four times as
many wars as autocratic states. Excluding the First
and Second Balkan Wars, where Greece was the sole
democracy on the winning side, does not appreciably
change these results: the democracies still win 19
(79%) of 24 wars.

Scoring each participant individually yields a
strong and significant correlation between democratic
victory and autocratic defeat. Table 1 breaks down all
121 participants in the 26 wars according to regime
type and outcome. This construction biases the re-
sults against the hypothesis by coding as winners the
not-inconsequential number of autocracies who
fought as members of victorious democratic coali-
tions. Nonetheless, the degree of association is
strong, indicating that even with this bias democratic
states are significantly more likely to win—and auto-
cratic states more likely to lose—than the converse.

Rather than relying upon a simple dichotomy, it is
possible to examine the average degree of democracy
in the sets of winners and losers of these 26 wars.
Using an 11-point scale of democracy (0-10), the
mean of the 70 winners is 5.60 and the mean of the 51
losers is 2.55.3! The probability that these figures
would emerge by chance is less than .001 (t = 4.43;
df = 119).

Finally, the relationship between democracy and
victory is quite robust. Table 2 presents a logit anal-
ysis performed with the 121 war participants as the
units of observation. Along with democracy, the
analysis included military personnel, a measure of
military strength, iron and steel production, a proxy
for industrial capacity, and a dummy variable indi-
cating whether or not the country initiated the war.>*
Common sense and, for war initiation, previous
research (Bueno de Mesquita 1981, 22), suggest that
all of these relationships should be positively related
to victory.

Democracy is consistently positive and significant,
offering strong support for the argument developed
here. Military personnel and iron and steel produc-
tion, on the other hand, are insignificant at standard
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Logit Analysis of Victory in War
EQUATION EQUATION
VARIABLE 1 2
Constant 4214 —.7527*
(.4461) (.3346)
Democracy (0-10) .1933* .2524***
(.0763) (.0597)
Military personnel (millions) .3701 4968
i (.5325) (-4188)
Iron and steel production
(millions of tons) .0024 —.0334
(.0542) (-0201)
Initiator® —1.3982** —_
(.5126)
Log likelihood —48.05 —71.63
n 87 121
Percent correctly predicted 72.41 67.77
Note: Standard errors are in parentheses. Dependent variable is war
outcome (loser = 0; winner = 1).
“0 = no; 1 = yes.
p < .02.
*p < 01
iy < 001

levels in both equations, suggesting that in this set of
wars neither military nor economic strength is asso-
ciated with victory. When included, war initiation is
significant but in the wrong direction; surprisingly, in
wars between democracies and autocracies, noniniti-
ators win more frequently.

The failure of these alternative explanations to
predict victory or loss correctly does not imply that
common sense or previous research is wrong. Rather,
it highlights the exceptional nature of war between
democracies and autocracies. In these conflicts, mili-
tary strength, industrial capacity, and the ability to
choose to wage war appear to be far less important
determinants of victory than governmental form.

CONCLUSION

Regime type does matter in international politics.
Democracies are less likely to fight wars with each
other. They are also more likely to prevail in wars
with autocratic states. This syndrome of powerful
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pacifism accords, in part, with “Kantian” liberalism;
but because of inconsistent behavioral assumptions,
this normative frame cannot be said to constitute a
positive theory of international relations.

I have offered an alternative explanation drawn
from the microeconomic theory of the state. Specifi-
cally, state rent-seeking creates an imperialist bias in
a country’s foreign policy. This bias is smallest in
democracies, where the costs to society of controlling
the state are relatively low, and greatest in autocra-
cies, where the costs are higher. As a result, autoc-
racies will be more expansionist and, in turn, war
prone. To the extent that democracies do wage occa-
sional wars of expansion, intervene in the domestic
affairs of autocracies, and are targets of autocratic
expansion, there should be no significant overall
difference in their frequency of war involvement.
Only in their relations with each other does the
relative pacifism of democracies appear. In addition,
democracies (constrained by their societies from earn-
ing rents) create fewer economic distortions and
possess greater national wealth, enjoy greater societal
support for their policies, and tend to form over-
whelming counter-coalitions against expansionist au-
tocracies. Thus, democracies will be more likely to
win wars.

If democracies are powerful pacifists, why do au-
tocracies persist within the international system? It
follows from the arguments I have outlined that
democracy is an evolutionarily superior and stable
form of rule. If so, why has democracy not displaced
autocracy?

On the one hand, democracy has expanded. The
number of democratic countries has grown from a
mere handful in the eighteenth century to over 60 in
the early 1980s.>® The recent transformations in East-
ern Europe suggest the promise of further liberaliza-
tions elsewhere, although in my opinion the tide
could easily be reversed. But given the relative infre-
quency of war, there is no reason to presume that
political change will be rapid; the evolutionary pace
of the global system may well be glacial.

On the other hand, democracies only tend to win
wars; historically, for every four they win, they lose
one. Nor is there any consistent trend in favor of the
democracies: autocracies were most successful in the
1960s, winning half of the wars in which they were
engaged, but entirely unsuccessful in the 1970s and
1980s (see Appendix). Any evolution toward greater
democracy is likely to be characterized by fits and
starts. Four steps forward, one step back.



