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The Capitalist Peace: The Origins and Prospects
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Heralding the “end of history,” Fukuyama (1992) infamously forecast the
total triumph of the twin sisters of liberalism — capitalism and democracy.
Twenty years later, over one-third of the world’s population live in countries
characterized as “not free” (Freedom House 2009) and the economic crisis
that a frenzied financial sector has brought over the world has considerably
tarnished the public perception of the capitalist organization of markets.
History is thus far from over, and the “victory” of the liberal coalition led by
the United States seems to have been squandered.
Such developments, however, do not relieve social scientists from the
necessity to uncover whether the main attributes of a liberal state — free
elections and market economies — have the side effects often attributed to
them. One of these hotly debated outcomes is the peace-building effect of
democracy and capitalism that Schumpeter (1919) sketched after World War
I and that Weede (2003) finally labelled Capitalist Peace.1 Proponents of this
variant of the liberal thesis argue that capitalism renders states more statusquo-oriented and less concerned with traditional security issues. They
expect that various facets of capitalism, ranging from increased development to
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free trade and foreign investment, are positively related to peace. In view of
the continuing controversies over the advantages and disadvantages of capitalism it is not surprising that this view is contested. Drawing on the theory
of imperialism, Hilferding (1947 [1910]), Lenin (1921 [1917]), and other
Marxian writers as well as more modern supporters of dependency theory
and critical theory see in capitalism one of the key harbingers of crisis and
war (see, e.g., Packer 2003).
Despite these controversies, the peace-through-capitalism thesis has
only recently received systematic scrutiny by the conflict research community, in the wake of a period where the liberal research agenda was dominated first by the democratic peace (Doyle 1986), then by the Kantian
peace (Russett and Oneal 2001). However, Rummel (1979, 1983) wrote of
the pacific effects of libertarianism, including economic freedom, long
before he switched to the more mainstream term of democracy. He advocated a monadic thesis (“Freedom inhibits violence,” Rummel, 1979:292)
as well as a dyadic thesis (‘Libertarian systems mutually preclude violence,’ p. 277). He further formulated a ‘Positive Peace Principle’ (‘Minimize the power of government,’ Rummel 1981:266) in direct opposition to
the concept of positive peace developed by Galtung (1969), which he saw
as a ‘socialist theory of peace’ (p. 83). Early peace researchers (Russett
1967; Wallensteen 1973) had studied some key features of capitalism,
notably trade, but capitalism itself generally had a negative image in the
founding years of peace research (Gleditsch 2008:707). In his most frequently cited article, Galtung (1971) saw asymmetric trade as an important
form of imperialism2, views echoed to some extent in the critique of commercial liberalism by Barbieri (2002). Interestingly, the twentieth century
foundations of this argument by Angell (1910) precedes the Schumpeterian vision that capitalist entrepreneurship and democracy go hand in
hand as a source of peace. The analytically narrower peace-through-trade
literature, which was reinvigorated by Rosecrance (1986) and which Nye
(1988) dubbed “commercial liberalism,” focuses exclusively on how the
international activities of economic actors influence foreign policy choices
and, by extension, the bilateral and multilateral relations of states. How
other aspects of capitalism such as the protection of property rights or the
lack of interventionist economic policies might affect foreign policy decisions remained largely unexplored. Toward the end of the Cold War,
Mueller (1989) observed that industrialized countries rarely if ever fought
each other, and ten years later he argued that democracy was overrated
but that capitalism did not get enough credit (Mueller 1999).

2

Although Galtung’s reconceptualization of the Marxist theory of imperialism also entailed a critique of
capitalism, he did not limit his negative appraisal of imperialism to the capitalist form.
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That the capitalist peace argument lay dormant so long in the quantitative literature is astonishing in light of Bremer’s (1992) landmark study,
which introduced dyads as the standard unit of analysis for research on
interstate war. He established that joint development strongly decreases the
likelihood of conflict. A theoretical basis for a peace based on free trade
was sketched by Weede (1995), who undertook one of the first systematic
attempts to weave the organization of markets into a more general liberal
argument. Nevertheless, it took several years until such claims were further
developed and systematically contrasted with the empirical evidence. This
first wave of capitalist peace studies highlighted how capitalist markets create peaceful preferences and how the level of development conditions the
liberal peace (Hegre 2000; Mousseau 2000; Mousseau, Hegre, and Oneal
2003). Mousseau (2000, 2009), as well as Gartzke were the first to challenge
the Kantian peace in an econometric study based on this emerging literature. Gartzke argued that the democratic peace was just an epiphenomenon
of capital openness and free trade. McDonald (2009), using similar methods,
found the capitalist peace to condition but not to invalidate the democratic
peace, while Mousseau (2009) provides an unconditional test of his earlier
argument (2000) that capitalism can cause two main components of the
Kantian Peace, democracy and trade, as well as peace.
This special issue explores whether and how such findings alter the
liberal research agenda. To this end, we have organized a debate that unites
leading capitalist peace scholars as well as some prominent sceptics. In this
introduction, we discuss the main research traditions and assess their relative merits before moving on to a presentation of the research articles and
the challenges that future research has to confront.

THE CURRENT DEBATE AND THE MAIN CHALLENGES
We can generally distinguish between four main arguments in favor of the
capitalist peace. The first one is based on a hedonistic understanding of
human nature and argues that capitalism alters human behavior and transforms belligerent individuals residing in interventionist states into peace-loving
consumers, traders, and business people. The second set of arguments does
not share the naïve optimism of the hedonistic school of thought with
regard to an unconditional effect of capitalism on state behavior. Proponents of the more skeptical position only believe in the peacefulness of
unregulated markets in certain configurations. A key modifying force, introduced by Schumpeter (1919), is democracy. In his view, the power of the
capitalist peace conviction within a country depends on the distribution of
power between protectionists and the adherents of the market economy
who both are able to voice their wishes within a democratic setting.
Another conditionality argument maintains that the pacifying influence of
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trade grows with the level of development (Hegre 2000; Mousseau 2000;
Mousseau et al. 2003). A third line of reasoning refers to the protection of
property rights and argues that the contract intensity of capitalist economies
renders them more peaceful (Mousseau 2000, 2010). Drawing on the crisis
bargaining literature, a final argument maintains that capitalist economies
are better able to signal their resolve than closed economies (Gartzke, Li,
and Boehmer 2001; Gartzke 2007).
The contributions to this special issue as well as the invited commentaries reflect the whole range of arguments that have been made in favor of
the capitalist peace thesis. Extending the argument in Gartzke (2007),
Gartzke and Hewitt (2010) rely on the ICB data on crisis behavior, which
overlaps only to a limited degree with the data on interstate disputes used
in the earlier work. The crisis data allow them to test not only hypotheses
about the onset of conflict, but also about the escalation of conflict and the
level of severity. The peace-building effects of capitalism, as measured by
financial openness, persist.
McDonald (2010) makes use of a different indicator of capitalism and
tests the hypothesis that large quantities of public property heighten the
risks of being targeted in a military conflict. Using a monadic as well as a
dyadic design he concludes that capitalism does indeed promote peace.
Mueller (2010) focuses on three cultural or attitudinal prerequisites of
the capitalist peace, that the growth of economic well-being is a dominant
goal; that peace is seen as better than war for promoting innovation,
progress, and growth; and that wealth is perceived to be best achieved
through exchange rather than conquest.
Gartzke and Hewitt conclude that democracy makes no significant
independent contribution to peace, McDonald reaches a more limited conclusion: capitalism plays a larger role than democracy in limiting military
conflict between states. Russett (2009, 2010), relying to a large extent on
Dafoe (2008) for the empirics, argues that democracy still counts and views
the contribution of capitalism as supplementary rather than primary. Mueller
thinks that a capitalist peace is more likely than a democratic peace, but
sees peace and not capitalism as the determining factor in the relationship.
These contributions and the accompanying comments certainly move
us beyond the polarized debate that portrays capitalism either as a source of
conflict or as a source of peace. However, the capitalist peace-thesis has to
address several challenges if it endeavours to become a real alternative to
the Kantian peace or just a qualification of the main liberal arguments. With
the exception of the informal arguments advanced by Gartzke (2007),
Mousseau (2003, 2009), and McDonald (2009), a key problem of the current
capitalist peace literature is its lack of precise micro-foundations that link
markets and their main attributes to peace. We do not reject the value of
nonformal reasoning. However, the development of the civil war literature
has shown that the influence of development on the risk of civil war, for a
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long time considered to be a key finding of this literature, is based on shaky
analytical foundations. According to Fearon’s (2008) criticism of rent-seeking
models of internal war, higher development makes the bounty for the contending forces more attractive, but it makes conflict also more costly as
wages and other compensations for the soldiers simultaneously rise. A similar indeterminacy is likely to hurt models that try to link development to
conflict. As nations get richer, they can afford security more cheaply and
better protect themselves. However, they also become more attractive targets.
Developed aggressors face a similar dilemma. They can use their wealth for
their fighting capabilities, but also risk destroying more resources through
an attack than less developed attackers. If development as an indicator is
linked to peace in any meaningful way, it needs to be based on a more convincing theoretical footing.
A related theoretical limitation of some key contributions to the current
capitalist peace literature is the use of the same game-theoretic arguments
that have been used as a foundation for the democratic peace. If both
democracies and capitalist societies are better able to signal their resolve in
an interstate crisis and if the models rely on the same set of actors, we are
unable to differentiate between the microfoundations of these two strands
of liberal scholarship. What is particularly lacking is a clear understanding of
how “capitalists” as well as “entrepreneurs” and thus the key actors in the
Schumpeterian modelling tradition (cf. McCraw 2007) influence public policymaking. The case study evidence assembled by McDonald (2009) is a step
in the right direction, but we need more general support for the claim that
capitalists lobby for peace in a systematic fashion. Studies on the interactions between international politics and financial markets strongly suggest
that investors are rather opportunistic and adapt their behaviour surprisingly
quickly to the policy decisions of government leaders (cf. Bechtel and
Schneider 2010).
Empirically, the literature on the capitalist peace is often hard to distinguish from other research programs in the field. For instance, commercial
liberalism, one of the established cornerstones of the Kantian peace tripod,
never focused exclusively on trade, but encompassed all sorts of economic
bonds between nations. It as a major sign of conceptual progress that
McDonald (2009) clearly differentiates between the capitalist and the commercial variant of the liberal peace. This separation is, however, unlikely to
solve all conceptual problems. Capitalist economic policies that lead to the
deeper integration of an economy into international markets should be considered to be one of the ultimate driving forces of capitalist peace, but the
level of development is in the light of some economic growth theorists
(Sachs and Warner 1995) endogenous to these policy choices. Therefore, by
extension, the capitalist peace could be considered being an epiphenomenon
of commercial liberalism. This leads to the question of what attributes of a
capitalist economy should be used in empirical applications. At the moment,
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there are so many indicators that it is hard to see how the “capitalist peace”
differs from rival explanations. Some manifestations of the capitalist peace
notion that stress a market economy and a strong state border on what
could equally well be called a social-democratic peace.
As is often the case with a new research agenda, such theoretical, conceptual, and empirical challenges will be addressed in the next generation
of studies on the capitalist peace. With the publication of this special issue,
replication data become available for the articles by McDonald and by
Gartzke and Hewitt. Skeptics will no doubt examine their data for robustness and debatable interpretations.
In this issue we concentrate on the relationship between capitalism and
interstate peace, but similar research is in progress on intrastate peace (de
Soysa and Fjelde 2010). We have invited comments from several colleagues
who have shaped the earlier discussion on the interface between foreign
policy and the liberal vision of the economy. These comments by Michael
Mousseau (2010), Richard Rosecrance (2010), Bruce Russett (2010), and
Erich Weede (2010) provide sufficient evidence that the controversies over
the capitalist peace thesis will considerably shape the liberal research
agenda in conflict studies in the years to come.
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