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POWERFUL PACIFISTS: DEMOCRATIC STATES AND WAR
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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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The Supply and Demand for Protection under
Monopoly Provision
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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.



