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The debate about the relationship between economic interdependence and
military conflict is one of the oldest in the field of international relations. Most
recently, this debate has been defined by the starkly contrasting conclusions of
John R, Oneal and Bruce M. Russett {Oneal and Russett 1997, 1999a; Russett
and Oneal 2001; see also Oneal et al. 1996) on the one hand, and Katherine Bar-
bieri (1996, 1998) on the other. While Oneal and Russett contend that eco-
nomic interdependence promotes peace, Barbieri suggests that it can actually
Promote conflict. These scholars differ in their research choices with regard to
such important matters as the rules for data inclusion and the range of coun-

t.. € . . . e
ries that should be analyzed, However, they converge in a decision to concep-
tualize their rege

i arch question as one of trying to understand the individual,
mn epe

ndent impacts made by economic interdependence and democracy on
the occurrence of military conflicts between nations.

. We seck in this chapter to explore a new path for analyzing democracy,
fnterdcpendcncc, and war. Specifically, we explore the possibility that the
mpact of trade and democracy may be contingent upon one another. We
ground this interest in the possible interaction between economic interdepen-
dence and democracy in a review of the work of Immanuel Kant and a numuver
of modern writers on interdependence and on the domestic incentives of polit-
ical leaders. We contend that this literature implies that economic interdepen-
d‘fllce may reduce the risk of war between democracies but exacerbate the risk
of such conflicts between nondemocracies. Thus—along with Oneal and Rus-
setl—we suggest that the classic liberals may indeed have been right, but in a
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manner more complex than anticipated by many modern scholars. Rather
than the two acting independently, the combined influence of democracy and
interdependence may create a powerful web of constraint that reinforces the
zone of peace among increasingly interdependent dcmocraci_es. H(.)wever, th.e
absence of mutual democracy may vitiate the pacifying effect of economic
interdependence between nations.

In terms of the paths of future research discussed by Edwa.rd D. _Mansﬁ-eld
and Brian M. Pollins in the introduction to this volume, we view this work as

icrof ions of iber: ce. Qur con-
an effort to substantiate the microfoundations of the liberal pea ur ¢
od without taking into

sternational conflict
determine those

tention is that the liberal peace cannot be understo. :
account the incentives that state leaders have to engage Im lI
and the way that domestic political institutions shape and
incentives,

Democracy, Trade, and Peace: The Current Debate

As Mansfield and Pollins detail in their introduction, liberal scholars have long
contended that economic interdependence can be a powerful source of peace,
while realists have remained skeptical of any such pacitying intluences,
Recently this debate has been centered on the contrasting conclusions of liberal
scholars such as Oneal and Russett (Oneal and Russett 1997, 1999a; Russett and
Oneal 2001) and realists such as Barbieri (1996, 1998). In particular, the debate
has focused on issues of measurement, data selection, and statistical modeling.
We contend, however, that this debate may be hampered by conceptual prob-
lems as much as by empirical ones. In particular, we believe that scholars have
addressed only one of the two traditional liberal arguments relating economic
interdependence to the reduction of the probability of war. A second lilwrtxl
argument linking interdependence to peace has yet to be C\’&}lLl’dth 5_)’-‘““”‘*”?’
cally. Pursuit of this second argument might help us move forward in under-
standing the connection between economic integration and worlf:l pease

The first traditional liberal argument, put forward by such writers as Adam
Smith, Thomas Paine, Norman Angell, and, in recent times, Edward §'101‘S¢‘
suggests that economic interdependence by itself increases the value of peace
between nations that rationally calculate their interests and thereby reduces the
danger of war between them (Doyle 1997; Paine 1956; Angell 1913; Morse 1970).
However, there is a second liberal argument about economic interdependence
and war. This second argument can be traced to Immanuel Kant and his 1795
work Perpetual Peace. Kant's basic hypothesis regarding economic interdepen-
dence is that it may dampen the risk of war between states if the governments of
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those states are responsive to and representative of a wider rather than a narrower
range of societal interests. In modern terms we would call such states democra-
cies. Kant’s argument would lead us to expect that it is the joint appearance of,
and the interaction between, growing economic interdependence 'anc? .mu.tual
democracy that bring about a diminution of the probability of militarized
conflicts between states.?

Kant’s emphasis on the joint operation of representative government and
economic interdependence can be observed in the sharp contrast he dx:aWS
between the probable impact of economic interactions on his idealized
republics and the effects of actual economic interactions between the European
nations and foreign groups around the world (Doyle 1997, 252—87). In the latter
instances, according to Kant, economic interaction is clearly and c]ose.l)’ asso-
ciated with hostility and war. In contrast, Kant argues that commercial rela-
tions that take place between nations that are republics and hence are ‘reSPOT"
sive to the true interests of their populations would be characterized by
“hospitality.”

For Kant, then, economic exchange between nonrepublics is likely to be
associated with inequality, exploitation, and ultimately violence. Between
republics, in contrast, the effects of commerce would be different. In this con-
text, because of the opportunity for commerce to be shaped both by mutual
respect and by international legal protection, commerce would spur the devel-
opment of more cosmopolitan populations who would be more amenable to
peaceful interchange rather than be prone to war.

Modern Microfoundations for the Kantian Hypothesis

Given the longstanding intuition that democracy and trade may somehow act
together to prevent military conflict, we seek to embed this expectation in a
iore systematic theoretical framework that accounts more explicitly for the
Incentives that individual state leaders have regarding the decision to initiate a
militarized conflict, We construct our argument from two basic microlevel
assumptions. First, we assume that international military conflict is a result of
deliberate cost/benefit decisions made by national leaders. Second, regardless
of the political institutions in which they operate, we assume that national
leaders have one fundamental objective: to retain office. Leaders may wish to
do so out of selfish motives (the desire to use their offices to acquire wealth,
prestige, and even more power), altruistic concerns (the desire to produce pol-
icy outcomes the leader believes appropriate for his or her community), or
some combination of these motives. But, in all circumstances, retaining office
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is a necessary condition for the achievement of whatever goals are motivating
leaders.

Given these two assumptions—that national leaders are the key foreign pol-
icy actors and that they want to retain office—we ask how the disruption of
trade as a result of military contlict will influence the ability of democratic and
nondemocratic leaders to retain office. In developing our response, we draw on
recent theoretical work on the impact of domestic regime-types on national
foreign policy performance put forward by Bueno de Mesquita et al. (1999a,
1999b). These authors share our assumption that leaders in all types of polities
have retention of office as their fundamental objective. Furthermore, they con-
tend that two central characteristics define the structure of any polity: (1) the
range of citizens who participate in the selection of national leaders (the “selec-
torate”) and (2) the minimum size of the coalition within the selectorate whose
support leaders must enjoy in order to attain and retain national leadership
(the “minimum winning coalition™). Bueno de Mesquita et al. observe that
leaders believe they are most likely to stay in office by providing benefits to
their minimum winning coalition and that such benefits may either be “private
goods” (i.e., goods granted directly and enjoyed exclusively by the coalition
members) or goods associated with public policy successes that are enjoyed not
just by the members of the coalition but by the citizenry as a whole.

Democracies tend to be characterized by large selectorates and large mini-
mum winning coalitions that are relatively clearly defined and institutional-
ized. Most important for our concerns, the winning coalitions within democ-
ratic states generally have to be quite broad and tend toward the inclusion of
the median member of the selectorate.* The breadth of these winning coali-
tions in democracies makes it difficult to satisfy the necessary number of con-
stituents through payments of such private goods as money, desirable work or
housing, or other preferential treatment. Democratic leaders may (and indeed
do) engage in these practices, but in order to retain a sufficiently large coalition
they will generally also have to provide public policy successes whose benefits
are more widely consumable by the public. One key example of such a public
policy success is economic growth.?

In authoritarian states the breadth of the selectorate may vary widely. In
corporatist or communist authoritarian systems, large sections of the popula-
tion—such as organized labor or public-sector bureaucrats—may be consid-
ered a part of the selectorate. In highly personalized dictatorships, on the other
hand, the selectorate may be exceedingly small. In general, however, authori-
tarian systems are likely to be characterized by relatively small winning coali-
tions. Because leadership competition is neither routinized nor institutional-
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ized, relatively small groups are capable of seizing and holding power—partic-
ularly if they control the use of force.

Since authoritarian leaders only need to satisfy a relatively narrow winning
coalition, it will often be possible for them to retain office through the provi-
sion of private goods to their supporters. These goods may include preferential
treatment of various types, but they all include discriminatory practices that
advantage the leader’s supporters.* Of course, authoritarian leaders may retain
office through the provision of widely consumable public policy benefits as
well.'].:‘0r a number of reasons, however, we believe they are likely to prefer the
Provision of private goods. First, public policy success is difficult to achieve.
'For example, to the extent that it depends upon international or cyclical
influences, the maintenance of economic growth may be beyond the capacity
of state leaders. The provision of domestic advantages, however, is generally
ulnder the control of the authoritarian leader and can be provided with rela-
tively little difficulty. Second, the provision of widely consumable benefits such
4 economic growth may actually be dangerous for authoritarian leaders, since
resources accrue to the leaders’ opponents as well as to his or her supporters.®
These resources may be turned toward efforts to remove the leader so that a
different coalition can hold power and extract resources from the society. Con-
séquently, in the absence of clear rules and the abjuration of violence, non-
(:;::I;)C;}fii; 1:iaderls can benefit most by seeking to reward those whlo support
intimidation ::ll‘clltanfious’l?’ .PLll’llShfl'lg OpponEnts; oft.en through violence _Or

Bueng de) Mesu:itermmlmg the.Lr futur.e mlﬂue_nce in the political process.
ECCOUntforanum(é,erzfe-t al. provide a?'lnstltut}onal. modr_el that a.ppears to
tions literatare, indudinlmportlemt empirical ﬁnd.mgs in th? 111Fel'nmmnal rela-
P —— democradesg not just the dem()(?rﬂ.tlc—peac-t‘ finding b_ut also the
. oo O;IQaver.age do better in international conflicts tham- d_o
ther that the need f0r9 Lll.)!‘ OStlllmportant for our co'nc_erns, ey 51__1_ggest m.l_
higher leve] ofinteresfin IC po 1c.y successes w1]_l instill in den?ocratlu leaderh.af
true of nondemounat Fromotlng overall national economic gr'owt.h than is
{0z, 16756) demom; ates (19?9'3)- Moreover, Bue.no‘de Mes-qlulta et al.
2 . strate empirically that larger winning coalitions are a
P?Slmf’e Predlc.tor of stronger national economic performance, and on the bas¥
ert :sl;Z?fir);:S;hey fi()lnC]Ude (159) tha‘t “bingin.ning coalitions pressure lead-

: specially well on public policy issues. These leaders have the

greatest lnlcentive to provide prosperity for their citizens.”®

Me::i;;:?ﬁi:l;lil;gl;:;liiiiltli;l'llesz two key insig'hts g'enerated by Bueno dr_
office t0 2 much gre;te]— P ea lers need public policy s'uccesses to stay In
gree than is true for nondemocratic leaders; and sec-
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ond, the need for public policy success gives democratic leaders a greater incen-
tive than autocrats to promote aggregate economic growth. We believe these
two facts have major implications for our theoretical understanding of the
effects of economic interdependence, because they clarify how democratic and
nondemocratic leaders assess the value of economic interdependence and thus
how trade affects the prospects for war. The key to this theoretical insight lies
in the relationship between trade and economic growth.

The standard model of trade has long recognized the capacity for interna-
tional trade integration to improve the aggregate growth rate of a country dur-
ing the period in which integration is occurring.” Moreover, the many different
strands of economic analysis that constitute the new “endogenous growth the-
ory” highlight opportunities for trade to boost the national economic growth
rates of countries well beyond that anticipated by the standard model of trade.
Trade is a powerful mechanism for the expansion and deepening of markets
and thereby may by itself encourage new investments in technology; it also cre-
ates additional opportunities for local firms to gain access to new technologies.
Through these and other mechanisms, trade can directly and indirectly
enhance the productivity of the factors of production and thereby raise
national growth rates.®

Consequently, we expect democratic leaders to be relatively more con-
cerned than nondemocratic leaders about the prospective effects of the break-
down of foreign trade as the result of a militarized dispute, for it is especially in
democracies that the delivery of a public policy success such as economic
growth is likely to play an important role in affecting the tenure of leaders.?

This line of inquiry does not imply that nondemocratic leaders are indiffer-
ent to national economic growth or that nondemocratic leaders do not some-
times seek to promote such growth. Yet we would suggest that while some
autocratic leaders may prefer national economic growth and even use it to
retain office, virtually all democratic leaders know that they will rise or fall
politically on the basis of their capacity to deliver (or at least be associated with)
national economic growth.”® While even nondemocratic leaders may not sur-
vive in the face of a precipitous decline in national economic activity (Prze-
worski and Limongi 1997), they should nevertheless typically be better able
than democratic leaders to insulate their narrower minimum winning coali-
tion from the immediate pains associated with trade disruption.

By consequence, insofar as trade affects national growth rates, and the latter
is vital to the tenure of democratic leaders but is relatively less important to the
tenure of nondemocratic leaders, we expect that the prospect of forgoing eco-
nomic growth as a result of the interruption of normal trading relations will be
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more salient to democratic as opposed to nondemocratic leaders. Ther‘efore,
economic interdependence should be more likely to dampen the desxréf of
democratic state leaders than of nondemocratic leaders to become embroiled
in militarized conflicts with trading partners."

Finally, this line of reasoning recognizes that democracies do not. produce
perfectly open international markets. In particular, as endogenous tariff theory
teaches us (Mayer 1984; Magee, Brock, and Young 1989; Magee and Young 1987;
Yang 1995), producer groups that are disadvantaged by economic OpenTIess
may use democratic procedures to slow or even reverse trade liberalization.
Still, while endogenous tariff theory may help us understand why a dem?cracy
does not have fully open markets and might elect to raise certain barriers to
trade for domestic political reasons, our argument picks up the story one step
later than endogenous tariff theory. That is, we suggest that, givern that level of
trade interconnectedness, democratic leaders will be more likely than non-
democratic leaders to fear being penalized politically if their country suffers
reduced efficiency, and reduced prospects for growth, as a result of a prospec-

tive militarized dispute that might interrupt the trade the two states currently
enjoy.

Some Preliminary Evidence

We conducted 2 preliminary test of this hypothesis relying on the data frorjn
Oneal and Russett and from Barbieri. Our analyses essentially replicate their
ftudies’ but we add an interaction effect to assess our hypothesis that the
[mpact of interdependence depends on the presence of democracy. We test our
h}'pc?theses using a logit estimator developed by King and Zheng (2001) that is
specifically designed to analyze rare-events data.'

Our central expectation predicts that the coefficient on the interaction
between lower trade dependence and the lower democracy score will be nega-
tive. This result would indicate that democracy has a negative impact on the
relationship between economic interdependence and the likelihood of military
conflict. The results of our analysis are displayed in table 1. .

Table 1 begins by replicating the results obtained by Oneal and Russett in
their 1997 and 1999 articles. Specifically, the first column in this table estimates
the impact of interdependence without considering its interactive relationship
with joint democracy. In this analysis, the lower level of trade dependence has
a negative and statistically significant impact on the probability of a militarized
dispute (b= —59.8, p < .05). These results are virtually identical to those previ-
ously obtained by Oneal and Russett. In the second column of table 1, hcw-
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ever, we alter our specification of the relationship between trade and conflict to

include an interaction between democracy and trade. These results are consis-
tent with our argument about the contingent effects of trade. The coefficient
interaction term is sharply negative and statistically significant (b = -9.2, p <
.01). Democracy, then, has a negative impact on the relationship between trade

and militarized conflict.

Interestingly, the coetficient for minimum trade dependence alone is posi-
tive and statistically significant (b = 70.0, p < .01). Thus for autocratic dyads
(lower democracy score = o), trade actually increases the risk of the onset of

TABLE 1. Rare Event Logit Analysis of Interdependence and Militarized Conflict
Onecal and Russett  Gelpiand Grieco  Barbieri  Gelpi and Grieco
Model Model Model Model
Democracy and trade variables
Higher trade dependence 2.165361 27532 8764845 1.196292
(2.53289) (2.945742) (1.242568) (1.27821)
Lower trade dependence -59.84746°" 70.03705°"" -2.796712 40.88669""
(27.31289 (21.35268) (7.820172)  (16.91234)
Low democracy*low dependence — -9.1990124°* — -5.112203""
(3.114966) (2.03721)
Lower democracy score —.0799635°°" ~.06829127* 0889366 -.0684289*"
(.0144423) (.149086) (.0135308) (.0146611)
Control variables
States are contiguous 2.4226437°° 2.399035"* 2.024707**  2.010191***
(.1823223) (.1800043) (.1807285) (.1788292)
Ln of distance between capitals -.7413389""" ~.7352883*"*  -.5087709*"" -.515989*"
(.0737623) (.0734984) (.0744669) (.0746215)
Ln of the capability ratio -.22134047"" -.2160703""  -.1413387** -.1478311*""
(.0491381) (.0493941) (.0567392) (.0560496)
Major power dyad 2.367381°"" 2.370438""" 1.691204%*"  1.731483**~
(.2182432) (.2148915) (.1833376) (.1786299)
Shared alliance ties -.431342" -.4067954°  -.256184 -.2578869
(.1788635) (.1745658) (.1916961) (.1890018)
Peace years spline 1 -.2492606"° -.25202167""  -.2745662"*" -.2743555**"
(.0205096) (.0206799) (.0208258) (.0208768)
Peace years spline 2 2275365 2255997+ 271429*** 2674516~
(.0384143) (.0387908) (.0403214) (.0405259)
Peace years spline 3 .060272 .0691889 -.0083323 0019075
(.0468533) (.0475673) (.0487585) (.0496631)
Peace years spline 4 0822345 .085339 .1640632**  .1551048**"
(.0614902) (.0606483) (.0597203) (.0593308)
Number of observations 28,100 28,100 12,574 12,574

Note: Standard errors for coefficients appear in parentheses. Huber-\White robust standard errors allowed for cluster-
ing on each dyad. All tests for staustical significance are two-tailed.

*p<.10;*p< 05 p < 0l
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militarized conflict. This result was not entirely anticipated by our argument,
but neither is the result inconsistent with our logic. Specifically, our examina-
tion of leaders’ incentive to retain office led us to the hypothesis that interde-
pendence would reduce conflict between democracies. The behavior of author-
itarian leaders, however, was harder to anticipate because they can choose
whether or not they wish to retain office through public policy successes or the
distribution of private benefits. These results would indicate that—as an
empirical matter—authoritarian leaders are generally nor sensitive to the costs
of trade disruption associated with militarized disputes. As a result, trade actu-

ally exacerbates conflict between these states as anticipated by realists such as
Barbieri.

Next we obtained Barbieri’s data for trade dependence and replicated the
analyses we had performed on Oneal and Russett’s data. The results of these
analyses are displayed in the third and fourth columns of table 1. As with Oneal
and Russett, we began by replicating Barbieri’s results without considering the
interaction of democracy and trade. The third column of table 1 describes these
results. In this case, the impact of the lower level of trade dependence is not
SUbStamiVEly or statistically significant (b = —2.8, n.s.). This result is consistent
with Barbieri’s 1996 and 1998 analyses contending that, at best, trade does not
constrain military conflict. In the fourth column of table 1, however, we again
introduce the interaction between democracy and trade. When we considered
only the independent effects of democracy and trade, the coding rules used by
Barbieri and Oneal and Russett led to nearly diametrically opposed conclu-
sions about the impact of economic interdependence. Once we take into
account the interaction between democracy and trade, however, the results
from the two competing data sets are nearly identical. As was the case with
Oneal and Russett, Barbieri’s trade data provides strong support for our argu-
ment. Specifically, the coefficient on the interaction between the lower democ-
racy score and lower trade dependence is negative and statistically significant
(b=-5.1, p<.05). Also mirroring our results from the Oneal and Russett data,
the coefficient on the lower trade-dependence score alone is positive and sta-
tistically significant (b = 40.9, p <.0s5). This coefficient indicates that economic
interdependence between two autocratic states (lower democracy score = 0)
actually increases the probability of a militarized dispute.

While the results in table 1 can give us an estimate of the statistical
significance of our variables of interest, it is very difficult to gauge their sub-
stantive impact directly from the rare-event logit coefficients. Consequently, in
figure 1 we present the marginal impact of dyadic trade dependence on the inci-
dence of conflict as the lower democracy score in the dyad changes from o to
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Fig.1.  Impact of interdependence on the probability of a militarized dispute, depend-
ing on joint democracy

20." Since the results using the Oneal and Russett and Barbieri measures of
trade are nearly identical, we present marginal effects for the Oneal and Russett
data only.

The squares in figure 1 summarize the impact of trade on autocratic dyads
(lower democracy score = 0). Under these circumstances, the expectations of
Barbieri (1996, 1998) appear to be supported. As the figure indicates, each 0.3
percent increase in trade dependence between autocracies increases the relative
risk of a militarized dispute by approximately 25 percent. Overall, a shift across
this entire spectrum of trade dependence increases the annual probability of
militarized conflict within an autocratic dyad from 0.08 percent to 0.15 percent,
a nearly 100 percent increase in the risk of a dispute.

The circles in figure 1 describe the impact of trade dependence on conflict in
dyads with mixed regime-types (lower democracy score = 10). In this case,
increases in trade dependence have a very modest negative impact on the prob-
ability of a militarized dispute. An increase in trade from o to 0.3 percent of
gross domestic product (GDP) leadstoay percent reduction in the relative risk
of a militarized dispute. Additional increases in trade to 0.6 percent and 0.9
percent of GDP generate 5 percent and 6 percent reductions in the risk of a dis-
pute respectively. Overall, this increase in dyadic trade dependence reduces the
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probability of a dispute from 0.041 percent to 0.036 percent, a relatively mod-
est12 percent drop in the risk of 2 dispute.

Within democratic dyads (lower democracy score = 20), hn\\'c\'C‘r- li-wtual
trade dependence has a substantial pacifying impact. As the triangles m-hgure 1
indicate, a shift in dyadic trade from a situation in which two democratic states
do not trade with one another at all, to one in which the less dependent state
enjoys a dyadic trade volume equal to 0.3 percent of its GDP, reduces the rela.
tive risk of a dispute by 29 percent. A continued increase in dyadic lr‘zde.de?en-
dence from 0.3 percent to 0.6 percent reduces the relative risk of a militarized
dispute by an additional 27 percent. A further increase in dyadic trade ap to -9
percent on the part of the Jess dependent democracy reduces the risk of Conﬂl-CI
by an additional 36 percent. Hence, for democratic dyads, this net increase in
trade dependence reduces the probability of a militarized dispute from o.on
percent to 0.007 percent—a 6 percent reduction in the risk of a dispute.

Conclusion

Our study indicates that classical liberal scholars were right to draw attention
to the constraint that the costs of trade disruption can place on the outbreak of
military conflict, However, we also find that sensitivity to these costs depends
critically on the structure of a state’s domestic regime, as was anticipated by
Irrlm.lanuel Kant, Democratic leaders rely on the support of relatively broad
Minimum winning coalitions, and as such they must deliver public policy suc-
cesses such as economic growth; fearful of losing such growth, they are more
likely Fhan nondemocratic leaders to be averse to foregoing the benefits of
trade', including the capacity of trade to be a motor for aggregate national eco-
nomic growth. Nondemocratic leaders, relying upon the provision of private
goods to a smaller range of key backers, are relatively less likely to be concerned
about growth and, therefore, the risk that a militarized international dispute
will lead to a rupture of trade and the growth impulse associated with it. Con-
sequently, trade acts as a powerful constraint on conflict within democratic
dyads. For autocratic states, however, economic interdependence may actually
increase the incidence of military conflict because the entangling of their
economies gives them a cause for conflict without introducing commensurate
constraints against the use of force.

Our results indicate that there is indeed a liberal peace, and it is comprised
of at least two distinct influences, First, we find that democratic states are gen-
erally less likely to engage in military conflict with one another. This finding
holds true even in the absence of interdependence. Second, we find that
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between democratic states, trade dependence acts as an additional constraint on
the outbreak of military conflict.

NOTES

1. While Oneal and Russett (1997) model Kant's argument as if he posited only
independent effects for democracy and economic interdependence on the probability of
war, their textual interpretation of Kant could be consistent with a reading of Kant that
would ascribe an interactive effect between the two. For example, they interpret Kant as
suggesting in Perpetual Peace that “peace can be built on a tripod of complementary
influences: republican constitutions (i.e., representative democracy), international law
and organization, and ‘cosmopolitan law’ (i.e., economic interdependence)” (268,
emphasis added). Influences that are complements of one another make each other
complete, and in this sense we may say that the magnitude of the impact that each fac-
tor identified by Kant will have on the probability of war is conditioned by the presence
or absence of the other. Similarly, Oneal and Russett suggest that, based on their read-
ing of Kant, we may expect that “economic interdependence reinforces [domestic)
structural constraints and liberal norms by creating transnational ties that encourage
accommodation rather than conflict” (269). The idea that economic interdependence
reinforces, or accentuates, the effects of democracy and international law would seem to
be consistent with the suggestion that there are interactions between the variables that
have an impact on the probability of war. We also suggest that while the recent assess-
ment by Russett, Oneal, and Davis of the independent effect of mutual international
organizational membership on the probability of militarized conflict between states is
helpful, future analysis would benefit from an assessment of the interactive impact of
international law and organization with the two variables examined in this chapter. See
Russett, Oneal, and Davis 1998 and Oneal and Russett 1999a.

2. Clearly, election rules and procedures do not guarantee that the “median voter”
will be represented in every democratic system. For our purposes the important
assumption is that democratic winning coalitions will generally be large relative to
authoritarian winning coalitions.

3. These goods must be widely consumable, but they need not be “public goods” in
the technical sense. That is, the goods need not be nonrival and nonexcludable. For
example, the poor may be excluded from the benefits of economic growth if the leader
can build an adequately large coalition of the rich.

4. The concept here is analogous to the use of the term rents in the economics lit-
erature. See Lake 1992 for an application of this concept to international conflict.

5. Indeed, insofar as economic growth promotes the development of independent
social forces that may come to oppose authoritarian rule, as suggested by moderniza-
tion theory, nondemocratic leaders might view the curtailment of growth positively!
More realistically, nondemocratic leaders may be expected to prefer national economic
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growth to be sufficiently great that they can extract from the economy benefits sufficient
to retain the support of the members of their minimum winning coalition but not 5})
large that it unleashes and empowers social forces that might come to threaten their
hold on power. .
6. Employing different measurements, Barro (2000, 220-22) finds a somewhat dif-
ferent relationship between regime-type and economic growth, one that tends toward
an inverse-U association. That is, initial movement from very low to middle-level
democracy scores is associated with an increase in growth, after which further increases
are associated with an abatement of national growth performance. )

7. Very useful overviews of the theoretical and empirical studies relating economic
openness to national economic growth are provided by Edwards (1993, 1998). Howevers
declining economies of scale would eventually curtail the capacity of this specialization
in product ranges through trade to raise the rate of economic growth for the country as
awhole. Fora graphical treatment, see Caves, Frankel, and Jones 1999, 36—39.

8. An early statement of endogenous growth theory was put forward by Romer
(1986). Romer (1994) Presents an important intellectual history of the development of
the endogenous growth research program, and in it he emphasizes the importance of
how the expansion of markets, together with government protection of intellectual
property (which in turn permits temporary monopoly rents for innovators), increases
fhe .incentives for firms to engage in research and development and thereby directly and
indirectly increase a nation’s skills, thereby enhancing its national rate of growth. For
helpful summaries of the development of the different lines of analysis in the endoge-
nous growth research program, see Long and Wong 1997. Grossman and Helpman
(1994) provide a superb discussion of how, from the viewpoint of this approach, trade
can (.)f.ten’ but not always, contribute to improved national growth rates. For reviews of
empirical studies that link economic openness to investments in innovations and thus
to greater mec.iium-term economic growth, as well as supplementary statistical tests of
the relationship, see Edwards 1998 and Lawrence and Weinstein 1999.

5 Tl{at economic growth does have a major impact on leadership tenure in
fi'emocraqes is well documented in political science: indeed, research on American pol-
itics and on the politics of other industrialized democracies has indicated that overall
mactoeconomic performance is the central determinant of leaders’ tenure in democra-

tic nations (Fiorina 1978; Kinder and Kiewiet 1981; Kinder, Adams, and Gronke 1989;
and Lewis-Beck 1990).

10. If, ex ante, we would identify which authoritarian leaders so prefer public policy

successes like economic growth as part of a strategy to extract private goods for them-
selves or supporters, or to claim governing legitimacy, we would expect international
economic interdependence through trade and other mechanisms to have a restraining
effect on their use of force similar to that we expect of democratic leaders.

1. In a similar vein, Papayoanou (1996, esp. 66, 77) argues that differences in the
way liberal democracies and autocratic regimes respond to economic interdependence
help explain Britain’s failure to make it clear to Germany well before August 1914 that it
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would fight the latter if it initiated a war against Belgium and France. Papavoanou
argues that the British government was constrained in the vears up to 1914 in balancing
against a rising German threat because British business interests were deeply concerned
that doing so would put their highly profitable economic relationships with Germany
into jeopardy. In contrast, Germany's authoritarian regime prevented German eco-
nomic actors who had a comparable stake in economic relations with Britain (primar-
ily bankers and exporters other than those in heavy industry) from eftectively voicing
their concerns about a contlict between the two countries. Thus, if societal interests that
have a stake in economic ties with a potential adversary also possess access and effective
voice, as is the case in liberal democracies, then economic interdependence will be likely
to constrain the country’s political-military strategy: however, if societal interests with
an interest in economic ties with the adversary do not have access and effective voice, as
is the case in authoritarian regimes, then economic interdependence will have little
impact on the country’s political-military strategy.

12. Logit estimation is analogous to linear regression but is an appropriate statistical
tool for dichotomous dependent variables.

13. Specifically, these results are nearly identical to those reported in Oneal and Rus-
sett 1999, table 2. We were able to replicate their results exactly using traditional logit
analysis. The use of the King and Zheng rare-events-corrections procedure vields only
very minor changes in the coefficients.

14. All marginal effects were calculated with peace vears set at o, the modal value in
the data set.
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