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What explains the decline in conquest?  Existing theories do not explain why powerful countries 
do not conquer rich states with easily extractable wealth.  We theorize that economic 
productivity affects the profitability of conquest through two opposing mechanisms.  First, 
higher productivity allows a state to more efficiently produce wealth, which makes taking other 
states’ wealth by force less appealing.  Second, higher productivity enables a state to more 
efficiently take wealth, making conquest more appealing.  Using cost analyses of comparable 
wars, we estimate bounds on the profitability of conquering the oil and gas reserves of the 
Persian Gulf, a very tempting target, for the United States and Iraq, two potential conquerors of 
widely differing productivity.  Though both mechanisms operate, we find that the net effect of 
higher productivity is to reduce the profits from conquest.  Moreover, this net effect is large 
enough to render conquest generally unprofitable for high-productivity states. 
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What explains the decline in conquest?  One answer, offered by scholars writing in the 

capitalist or commercial peace literature, is that states stopped engaging in conquest because it no 

longer pays.  According to these theories, past conquest was often substantially motivated by the 

economic profits it would yield for the conqueror.  Conquest declined over time because some 

states’ wealth derived increasingly from human capital, which is harder to extract by conquest, 

and because trade and investment became cheaper and freer, so that most states’ wealth was easier 

to access via commerce rather than conquest.4  This argument explains why it is no longer 

profitable to conquer states with economies dominated by human capital, such as France or 

Sweden.  But it cannot explain why it would no longer be profitable to conquer states with natural 

resource-based economies, such as Saudi Arabia or Venezuela, whose wealth can be more easily 

extracted.  Powerful states can import Saudi oil, but they must pay the hefty market price for it.  If 

they instead conquered Saudi territory, they could obtain the oil at cost, which is much lower than 

market price, or instead sell the oil and capture the resulting profits.  And yet, in recent decades, 

oil and gas are rarely the source of territorial disputes.5  Given these potential benefits, why do 

powerful states eschew the conquest of states that are rich in valuable, easily extractable resources? 

We offer a novel explanation for why some powerful states can no longer profit from 

conquering resource-rich states, thereby filling this gap in the extant literature. Our explanation is 

based on a theory that connects economic productivity to the profitability of conquest via two 

opposing mechanisms.  On the one hand, the more efficiently states make, the costlier it is for them 

to take.  The higher the productivity of a potential conqueror’s economy, the higher the opportunity 

costs of diverting productive assets like labor and capital from the economy in order to staff, equip, 

and fund conquest. This makes conquest more expensive and so lessens the incentive to engage in 

                                                
4 Brooks 2005, 9–10, 57–71, 162–206, 209–219. 
5 Schultz 2017. 
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it.  On the other hand, the more efficiently states make, the more efficiently they can take.  The 

higher the productivity of a potential conqueror’s economy, the more advanced its military 

technology will be, so that less labor and capital are needed for successful conquest.  This makes 

conquest less expensive and so strengthens the incentive to engage in it.  Put another way, higher-

productivity states must use costlier assets to engage in conquest, but can get away with using 

fewer of them. 

We argue that, theoretically, the first effect should outweigh the second.  In contemporary 

economies, most increases in productivity derive from innovations aimed at improving civilian 

goods and services, rather than at strengthening military prowess.  Improvements in productivity 

in the civilian economy should therefore outpace improvements in military prowess.  This means 

that increased productivity should raise the opportunity cost of employing productive assets in 

conquest by more than it lowers the quantity of these assets needed for conquest.  Higher 

productivity will therefore increase the overall cost of engaging in conquest. 

We claim that the effect of productivity is large enough for contemporary high-productivity 

states that the costs of conquest overwhelm its benefits, so that these states cannot profit 

economically from conquest.  Many of today’s high-productivity states were yesterday’s most 

prolific conquerors—France, Japan, the Netherlands, Portugal, Spain, the United Kingdom, the 

United States.  While these states’ past conquests were undoubtedly driven by a mix of motives, 

as long as profit remains a substantial motive in many cases, the present unprofitability of conquest 

for these states may explain much of the decline in conquest over time.  Our theory therefore offers 

a potential explanation for this decline in conquest. 

Testing our claims is challenging because conquest is now rare and, across the instances 

that have occurred, there are few estimates of the costs and benefits for the conqueror, much less 
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of the impact of productivity on cost. We tackle these challenges with an unconventional but 

innovative empirical approach.  Because measuring conquest’s costs and benefits is difficult, we 

focus on a single target for conquest and two states that might conquer it.  These two cases of 

potential conquest are chosen both to maximize inferential leverage on our claims and to ensure 

the availability of the data needed to construct measures of the costs and benefits of conquest.  

Because conquest didn’t actually occur in either case, we use other, similar instances of conquest 

that did occur to place bounds on the costs of conquest in these cases.  We exclude from these 

bounds the costs of conquest that are not directly influenced by productivity, such as the costs of 

violating the norm against conquest.  The moral qualms or international punishment that might 

result from breaking this norm are potentially serious costs of engaging in conquest, but we need 

to set these aside in order to isolate the role of productivity.  These bounds give us enough 

information about productivity-driven costs to test our theory. 

The target for conquest is the oil and gas reserves of Bahrain, Kuwait, Qatar, Saudi Arabia, 

and the United Arab Emirates (subsequently referred to as “PGR” for Persian Gulf Reserves).  This 

target should be the most tempting for any potential conqueror, as it is among the largest, most 

concentrated stocks of wealth in the world, and extant theories predict that this wealth would be 

easier for a conqueror to extract than other such stocks.  This yields inferential leverage:  because 

we find that high-productivity states cannot profit from conquering this target, we can infer that 

they also would not profit from taking other targets.  Moreover, available data on oil and gas 

production make it possible to estimate the benefits of conquering this target. 

Our two potential conquerors are the United States in 2003 and Iraq in 1990.  The US has 

one of the world’s highest levels of economic productivity, and its greatest military prowess, while 

Iraq has middling levels of both.  This also creates inferential leverage:  since we find that the US 
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wouldn’t profit from conquering PGR, we can infer that other states of similar or higher 

productivity—which all have lesser military prowess—wouldn’t either.  Because we find that Iraq 

would profit substantially from conquering PGR, we can infer that other states with comparable 

or lower productivity would, too. 

Each potential conqueror engaged in a similar instance of conquest that we can use to learn 

about the cost to each of conquering PGR.  We argue that, had the US counterfactually invaded 

PGR rather than Iraq in 2003, the resulting invasion and occupation would have been at least as 

costly for the US as the Iraq War.  For Iraq, we argue that if it had extended its 1990 invasion of 

Kuwait to the rest of PGR, the resulting conflict would be no more costly for it than the Iran-Iraq 

War.  We use the available detailed assessments of the costs to the US of the Iraq War, and of the 

costs to Iraq of the Iran-Iraq War, to bound the productivity-driven cost to each country of 

conquering PGR.  Both bounds are designed to be extremely conservative, in the sense that the 

true cost of conquering PGR for the US is likely much higher than we estimate, and that for Iraq 

is likely much lower than we estimate. 

Using these bounds, we find that conquering PGR would be unprofitable for the US, but 

would pay handsomely for Iraq.  Specifically, the productivity-driven costs for the US would 

exceed the benefits by more than two to one, while the benefits for Iraq would exceed the costs by 

at least a third.  Moreover, productivity plays a critical role in the difference in profitability 

between the US and Iraq.  The US would employ at least 1/8th of the assets Iraq would use, but the 

US opportunity cost per asset would be at least 17 times that of Iraq.  Consistently with our theory, 

higher productivity thus both increases the opportunity cost per asset used in conquest and reduces 

the quantity of assets needed, but the former effect outweighs the latter. 
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Our findings imply that the net effect of productivity on profits from conquest is both 

negative and large enough to render conquest unprofitable for contemporary high-productivity 

states.  High productivity can therefore explain why these states do not seek to conquer resource-

rich states, even if there were no costs to violating the norm against conquest.  By contrast, we find 

that conquest can still be highly profitable for low-productivity states in the absence of norm-

driven costs like international punishment for conquest.  We infer from these findings that the 

norm against conquest is unnecessary to deter high-productivity states from profit-motivated 

conquest, but is needed to deter low-productivity states.  As we discuss in the conclusion, this 

potentially explains why high-productivity states support this norm and contribute to enforcing it:  

they would not profit from conquest even if they were free to engage in it, but other states would 

and must be deterred from doing so.  More speculatively, it might also help to explain the origins 

of this norm. 

 

PRIOR ECONOMIC EXPLANATIONS FOR THE DECLINE OF CONQUEST 

 There is now a voluminous literature that explores the ways in which states’ economic 

characteristics can lessen their tendency to engage in conquest and in conflict more generally.  

As we argue here, this prior work supplies much of what is needed for a comprehensive 

economic explanation of the decline in conquest—that conquest no longer pays for the 

conqueror.  However, there remains an important gap:  why can’t powerful states profit from 

conquering weak, resource-rich states?  Our principal contributions are to fill this gap with a new 

theory connecting productivity to the profitability of conquest, and to demonstrate empirically 

that productivity’s effect is in the theorized direction and large enough to make the conquest of 
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resource-rich states unprofitable for high-productivity conquerors.  For brevity’s sake, we 

discuss here only the most closely related strands of this literature. 

 One body of previous work holds that the benefits of coercion have declined relative to 

commerce, causing even powerful states to prefer commerce, due to the shift in some states’ 

economies from land to human capital as the principal source of wealth.  Conquering such states 

would only reduce their economies’ value, due to nationalism, capital flight, control mechanisms 

that stifle innovation and entrepreneurialism, or dispersal of production.6 If right, these 

arguments explain why powerful states do not attempt to conquer states with economies based 

mostly on human capital.  But why don’t powerful states try to conquer rich states with 

economies based on natural resources?  Oil, for example, is not nationalistic and cannot flee or 

be stifled, and its production from a given field cannot be dispersed. 

 A possible answer is provided by a second line of research, which argues that commerce 

has become cheaper and freer over time, so that it is increasingly preferred to conquest as a 

means of gaining access to other states’ wealth.7  Because this argument does not depend on the 

source of other states’ wealth, it might explain why powerful states don’t conquer resource-rich 

states.  However, no matter how easy or widespread trade or investment become, states engaging 

in them still must give up something valuable in return for others' goods or productive assets:  

imports and investments have to be paid for.  Is it actually the case empirically that conquering 

such states would offer lower net value than engaging in commerce with them?  If not, then why 

would potential conquerors pay for other states’ valuable resources if it could be cheaper to take 

them by force? 

                                                
6 On nationalism, see Kaysen 1990; Rosecrance 1986; Rosecrance 1999. On capital flight, see Angell 1913; 
Rosecrance 1999. On control mechanisms and dispersal of production, see Brooks 1999; Brooks 2005. 
7 Angell 1913; Brooks 1999; Brooks 2005; Gartzke 2007; Gartzke and Hewitt 2010; Rosecrance 1986, 19; 
Rosecrance 1999. 
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 An alternative answer, suggested by a third line of work, is that domestic actors like 

multinational corporations, exporters and outward investors, and capitalists generally prefer 

commerce to conquest.8  If this is correct, then conquest creates domestic losers in the state that 

engages in it.  However, if conquest pays overall, it should be possible for a government to 

undertake it and use the resulting gains to compensate the domestic losers, while still profiting.  

Thus we are still left with the question of whether conquering resource-rich states would actually 

be profitable for potential conquerors. 

 Our contribution is to explain why, at least for potential conquerors with high productivity, 

conquering resource-rich states would not be profitable.  Our theory stipulates that higher 

productivity lowers the profitability of conquest, even of states whose wealth would be easy for a 

conqueror to extract.  Moreover, we show empirically that the effect of productivity is large 

enough to reduce the profits of such conquests below zero for contemporary high-productivity 

states.  Because conquest is overall unprofitable for such a state, not only certain domestic actors 

but also the state as a whole will lose from engaging in it.  We thus fill this important gap in prior 

economic explanations for the decline of conquest. 

 Our theory sheds new light on recent empirical work on conquest.  Many past conquests 

saw powerful states seizing large swathes of resource-rich territory in order to extract economic 

profits.  Yet in recent decades, territorial disputes rarely correspond to the location of the most 

valuable natural resources, wars over natural resources are relatively rare, and conquest generally 

occurs on a much smaller scale.9  Many of the most powerful states now have high economic 

                                                
8 On multinational corporations, see Brooks 1999; Brooks 2005. On exporters and outward investors, see McDonald 
2009. On capitalists, see Gartzke 2007; Gartzke and Hewitt 2010. For a critical review of these arguments, see 
Brooks 2013. 
9 On the recent rarity of claims over oil and gas deposits, the most valuable resources in recent decades, see Schultz 
2017. On the infrequency of wars over natural resources, see Meierding 2016. On the much-reduced scale of recent 
conquest, see Altman 2017. 
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productivity, and so according to our theory should have little economic incentive to conquer 

resources.  Only states with lower productivity might still profit from such conquests, but these 

states also typically have less military power, and so must fear military defeat or international 

punishment for conquest.  This might explain why recent conquests are smaller-scale, and why 

they are justified on grounds other than outright seizure of resources—the less powerful states 

engaging in such conquests are trying to avoid military defeat and international punishment. 

 

THEORY 

We proceed to explain the relationship between the productivity of a potential conqueror’s 

economy—our independent variable—and its engagement in profit-motivated conquest—our 

dependent variable.  Figure 1 illustrates our theory.  Conquest obliges the conqueror to devote 

valuable assets to invading and occupying the target.  The overall cost of employing these assets 

is equal to the cost per asset multiplied by the quantity of assets.  We theorize that productivity 

affects both components:  it raises the cost of each asset used in conquest, but lowers the quantity 

of assets needed for conquest.  We will explain these two mechanisms, and then argue that in the 

contemporary context, the net effect of the two should be negative, so that higher productivity on 

net reduces the profitability of conquest. 
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Figure 1:  Productivity’s Effects on Conquest 

 

We begin by defining our terms.  Productivity is the efficiency with which an economy can 

transform productive assets like capital and labor into valuable goods and services.  An economy 

that can produce more goods and services from a given amount of capital and labor has higher 

productivity than one that would produce fewer using the same pool.  Profit-motivated conquest 

is the seizure of territory in anticipation that the economic benefits of the wealth that can be 

subsequently extracted from that territory will exceed the conqueror’s costs of invading and 

occupying it.  Empirically, not all conquests are launched in search of profits.  However, some are, 

and we presume that if conquest ceases to be profitable for some states, this can explain at least 

some of the decline in conquest. 

To obtain the assets required to engage in conquest, a potential conqueror must divert 

capital and labor from its civilian economy to its military in order to equip and staff the conquest.  

Even if a conqueror maintains standing military forces that are sufficient to engage in conquest, it 

would still have the option of instead demobilizing these forces and returning the constituent labor 

and capital to the civilian economy.  Thus, for every asset that is diverted from the civilian 

economy (or retained in the military) and employed in conquest, the conqueror will lose the value 
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that asset would have produced had it remained in (or been returned to) the economy.  This is the 

opportunity cost of employing the asset in conquest.  By definition, the more productive each asset 

would have been in the economy, the higher this opportunity cost will be.  Potential conquerors 

with higher economic productivity will therefore incur a higher opportunity cost for each 

productive asset they employ in conquest.  Holding the quantity of assets employed in conquest 

constant, higher productivity raises the total opportunity cost of engaging in conquest.  More 

pithily, the more efficiently a potential conqueror makes, the more costly it is for that conqueror 

to take.  This lowers the profitability of conquest and thereby the incentive to engage in it. 

 

H1: The higher a state’s economic productivity, the greater is the opportunity cost per 

asset deployed to conquer a given target. 

 

Recall that the total cost of conquest also depends on how many assets the conquerer must 

use to successfully invade and occupy a target.  This in turn depends on the amount of military 

power generated per asset, which we call the conqueror’s military prowess.  Prowess can be 

thought of as the military analogue to productivity.  Productivity is how efficiently assets like labor 

and capital can be transformed into valuable goods and services; prowess is how efficiently those 

same assets can be transformed into military power.  Higher productivity means each asset can 

produce greater value in the civilian economy; higher prowess means each asset can generate 

greater power in a military conflict. 

 Theoretically, higher productivity should lead to higher prowess.  The same things that 

make labor and capital better at producing value in the civilian economy often also make these 

assets better at generating power in the armed forces.  A novel management technique that renders 
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workers more enthusiastic may also improve soldiers’ morale.  A new jet engine design that 

improves fuel efficiency in passenger airliners will also improve it in fighters and bombers.  Better 

industrial robots can manufacture cars more cheaply, but also tanks.  Thus, increases in 

productivity tend also to increase military prowess. 

This means that productivity should lower the costs of conquest through its effect on 

military prowess.  Because each asset can generate greater military power, the quantity of 

productive assets that must be employed to conquer a given target is lower.  Holding the cost per 

asset employed in conquest constant, higher productivity therefore lowers the total cost of 

engaging in conquest.  In essence, the more efficiently states make, the more efficiently they can 

take.  

 

H2: The higher a state’s economic productivity, the fewer productive assets it must deploy 

to successfully conquer a given target. 

 

Productivity thus has two, opposed effects on the cost of conquest. It raises the cost of each 

asset the conqueror uses to invade and occupy a target, but lowers the number of assets required. 

 

Which effect dominates? 

We argue that the net effect of productivity is to reduce the profitability of conquest.  

Changes in both civilian productivity and military prowess derive from innovations.  We 

demonstrate that contemporary investment in innovation is overwhelmingly oriented toward 

improving civilian production rather than military power, and argue that this means the 

innovations that actually result increase production more than power.  This in turn implies that as 
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productivity grows, the opportunity cost per asset used in conquest rises faster than the quantity 

of assets needed for conquest falls, so that the overall cost of conquest goes up. 

  Both the value productive assets can create in the civilian economy, and the power they 

can generate in the military, increase because of innovations.  These are new, improved ways of 

employing labor and capital for their intended purpose, whether civilian or military.  Innovations 

result from investment in research and development.  Sometimes this investment is aimed at 

civilian innovations, such as when Apple designs more powerful smartphones or an academic 

scientist tries to develop cheaper solar panels.  Other times investment is aimed at military 

innovations, such as Lockheed’s investment in its famous Skunk Works or the US government’s 

funding of research at the Defense Advanced Research Projects Agency. 

 Since at least the Second World War, most investment in innovation is aimed at civilian 

rather than military improvements.  Globally, research and development (R&D) spending in 

developing countries constitutes most of the total.10  In these countries, most R&D spending 

occurs in the private sector, with the rest undertaken by the government.11  Even in the US, where 

the government spends more on R&D as a proportion of the economy than any other, the private 

sector spent three times as much as the government in 2017 and has outspent the government in 

every year since 1981.12  Across these countries, private sector R&D is overwhelmingly focused 

on the civilian economy because military spending in these countries is a small fraction of the 

overall economy.  Even government R&D spending is typically heavily biased toward civilian 

innovations, with on average only a quarter of government R&D spending devoted to the 

military.13  Even the US, again the outlier, devotes only about half of government R&D spending 

                                                
10 National Science Board 2018, 484–85. 
11 Ibid., 496. 
12 Sargent, Jr., Gallo, and Schwartz 2018, 4. 
13 Hartley 2006, 171. 
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to military innovations.14  Thus, most of the world’s investment in innovation seeks civilian 

rather than military improvements.  

 Investment in civilian innovations is much more likely to actually result in civilian 

improvements than in military ones.  Of course, innovation is stochastic:  sometimes trying to 

improve one thing leads instead or additionally to an improvement in another. The examples 

given earlier—morale-improving management techniques, new jet engine designs, and better 

industrial robots—were developed to improve civilian production but also improved military 

power.  And sometimes the reverse occurs, as military investment leads to valuable civilian 

innovations, such as the internet, trauma surgery techniques developed in combat zones, and 

rocket engines.  But on average, the improvement is largest and most likely in the intended 

purpose, because the search that leads to innovation rationally starts with the possibilities that 

seem most likely to achieve that purpose.  Thus, if the goal of investment is improving civilian 

production, it is much more likely to do that than to accidentally improve military power. 

 If investment is mostly aimed at civilian innovation, and consequently mostly yields 

civilian innovations, then in the aggregate the value each productive asset can create in the 

civilian economy will grow faster than the power it can generate in the military.  Thus, as 

productivity increases, the opportunity cost per asset used in conquest will grow faster than the 

quantity of assets required declines. 

 

H3:  The net effect of productivity is to raise the overall cost of conquest and thereby reduce 

its profitability. 

 

                                                
14 For estimates of US defense R&D spending, see Ibid.; Sargent, Jr., Gallo, and Schwartz 2018, 4. 
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Is the net effect large enough? 

 Even if our theory is right, it still might not suffice to explain why conquest has declined.  

In particular, the effect of productivity on the profitability of conquest might be in the theorized 

direction, but small in magnitude.  Then conquest would yield slightly lower but still substantial 

profits for high-productivity states, and productivity alone is not enough to explain why they do 

not engage in it.  In order for productivity to actually provide an explanation for the decline of 

conquest, its effect on profits must be large enough. 

 We must therefore evaluate the magnitude of productivity’s effect for contemporary states.  

We know of no theoretical argument that would specify this magnitude, so we will let the evidence 

decide.  To guide our assessment of the evidence, we set a high threshold:  productivity’s effect 

must be large enough for contemporary high-productivity states to wipe out the profits of conquest 

altogether. 

 

H4: The effect of productivity is large enough to render conquest unprofitable for 

contemporary high-productivity states. 

 

Importantly, even if our hypotheses are supported in the evidence, this does not prove that conquest 

declined because of the effect of productivity on its profitability.  There are other potential 

explanations for the decline of conquest, such as the establishment and enforcement of 

international norms against conquest.  Our empirical testing does not allow us rule out these 

alternatives.  Instead it is designed to evaluate whether productivity is a viable explanation for the 

decline in conquest among certain states, because it eliminates the profits they would realize from 

conquest.  We turn next to describing our approach to testing these hypotheses. 
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EMPIRICAL APPROACH 

Ascertaining the direction and magnitude of productivity’s effect on the profitability of 

conquest is quite challenging.  Conquest is rare in recent decades, and there are few available 

assessments of the costs and benefits of those conquests that occurred.  This forces us to examine 

only a small number of cases, for which such assessments are feasible.  We must then somehow 

determine the impact of productivity specifically on profitability. We tackle these challenges with 

an unconventional but innovative empirical approach.  We first present our case selection criteria 

and the particular cases we chose to analyze.  We then describe how we measured the costs and 

benefits of conquest in these cases, and how we evaluated the impact of productivity on the costs. 

 We chose cases according to two criteria.  First, there must be enough information available 

about each case to build measures of the profitability of conquest and to evaluate the impact of 

productivity on this.  The benefits that could be extracted from the target by a conqueror must be 

relatively clear, and detailed assessments of the costs of conquest must be available for each 

conqueror.  Second, the chosen cases should permit us to generalize our findings to a larger 

population.  The target for conquest should plausibly be the most tempting in the world, in that it 

offers the highest ratio of benefits to costs of conquest.  The potential conquerors should differ 

widely in economic productivity but still be powerful enough to conquer the target, and the high-

productivity conqueror should also have the highest military prowess in the world. 

Consider the leverage these characteristics yield.  Suppose we find (as we do) that the high-

productivity, best-prowess conqueror will not profit from taking the most-tempting target.  Then 

we can infer that it will not profit from conquering any other target either.  Moreover, if the theory 

is right, then this finding would also imply that no other state with higher productivity could profit 
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from conquering this or any other target.  Such states would face higher costs per asset (due to 

higher productivity) and also have to use more assets (due to lower prowess) in conquest than our 

conqueror, so that their total cost of conquest for any given target would be higher.  Suppose we 

also find (as we do) that the low-productivity conqueror would profit substantially from taking this 

most-tempting target.  Then we can infer that this conqueror, and others close enough to it in 

productivity, would profit from taking other, somewhat less-tempting targets as well.  Finally, 

suppose the difference in profitability between the two conquerors can be attributed mostly to their 

differing productivities (more on this subsequently).  Then we can infer that productivity suffices 

to explain why high-productivity states rarely engage in conquest, but some other factor—perhaps 

the fear of international punishment for violating the norm against conquest—must deter low-

productivity states from conquest. 

 Our chosen target is the contiguous territory made up of Kuwait, Saudi Arabia, Bahrain, 

Qatar, and the United Arab Emirates, which we will abbreviate as PGR, for Persian Gulf Reserves.  

The oil and gas reserves contained in this territory are by far the most valuable concentration of 

natural resources anywhere in the world.15  We demonstrate in the online appendix that the ratio 

of benefits to costs of conquest offered by PGR is among the highest of any substantial target of 

conquest.16  Its only rivals are countries whose wealth, according to extant theories, would be much 

more difficult to extract than PGR’s oil and gas reserves.  We exploit detailed data on PGR’s oil 

and gas production to estimate the benefits from conquering it. 

                                                
15 BP 2018, 12–26. 
16 The qualifier “substantial” is included because we can always find very small targets that offer exceptionally high 
benefit-to-cost ratios for any potential conqueror. For instance, a state could kidnap Bill Gates, force him to transfer 
his assets to it, and enjoy a sky-high benefit-to-cost ratio because kidnapping Gates is presumably cheap and his net 
worth is immense.  But such targets also offer very small benefits relative to a substantial target like PGR, and so we 
exclude them from consideration. 
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Our two conquerors are the United States in 2003 and Iraq in 1990.  The US economy has 

very high productivity, and its armed forces are widely viewed as having the greatest military 

prowess of any in the world.17  Iraq has considerably lower productivity and prowess, but, as we 

will document subsequently, it still had enough military power in 1990 to conquer PGR, absent 

outside intervention.  The first case supposes that, rather than invading and occupying Iraq in 2003, 

the US instead invaded and occupied PGR.  The second case supposes that Iraq extended its 1990 

invasion of Kuwait into the rest of PGR. 

These cases give us the inferential leverage we seek, but they are counterfactual:  neither 

the US in 2003 nor Iraq in 1990 actually conquered PGR.  It may strike the reader as odd to choose 

two cases of conquest that did not occur, but this is a consequence of the contemporary rarity of 

conquest:  conquest does not occur in most cases.  Our theory should apply to all cases of potential 

conquest, whether conquest occurred or not, and so can be tested on cases where it did not. 

Because our cases are counterfactual, we cannot observe the costs of conquest in each.  

However, both our conquerors engaged in other wars of conquest in the Persian Gulf, for which 

the costs can be observed.  We use the costs suffered in these other wars to place bounds on the 

cost each conqueror would incur in conquering PGR.  Specifically, we treat the cost to the US of 

invading and occupying Iraq in the Iraq War as a lower bound for its cost to instead conquer PGR 

from 2003 onward.  We treat the cost to Iraq of fighting and occupying parts of Iran in the Iran-

Iraq War as an upper bound for its cost to instead conquer PGR from 1990 onward.  We offer 

detailed arguments for each of these bounds in subsequent sections, but suppose for now that they 

are valid.  If we find (as we do) that the US would not profit from conquering PGR when using a 

lower bound for its cost, then we can infer that in reality a US conquest of PGR would be even 

                                                
17 Brooks and Wohlforth 2016. 
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more unprofitable than our calculation suggests.  If we find (as we do) that Iraq would profit from 

conquering PGR when using an upper bound for its cost, then we know that in reality Iraq’s 

conquest of PGR would be even more profitable.  These bounds therefore give us enough 

information about the unobserved costs to either state of conquering PGR to test our theory. 

We exploit the comprehensive cost assessments available for the Iraq War and the Iran-

Iraq War to determine our bounds and also to evaluate the impact of productivity on cost.  Because 

these assessments break down the total cost for each state into its many constituent components, 

they enable us to distinguish between the costs of war that are directly affected by productivity 

and those that are not.  In particular, we can observe the opportunity costs paid by each state for 

the labor and capital employed in the war (abbreviated OCPA), and the quantity of these productive 

assets each state used (QPAU), precisely the two mechanisms through which productivity is 

theorized to affect the cost of conquest.  The opportunity cost per asset is equal to productivity by 

definition, so that any difference we find between the conquerors in OCPA is entirely due to their 

differing levels of productivity.  However, the quantity of assets used is affected by factors other 

than productivity, so that we cannot be sure that the difference we find between the conquerors in 

QPAU is equal to the effect of productivity.  We will assume that the difference we observe in the 

quantity of assets used is entirely attributable to differing productivity, but then consider the 

sensitivity of our findings to deviations from this assumption. 

We set aside other costs to engaging in conquest that are not plausibly affected by 

productivity.  These costs include adverse international responses such as ruptured relations, 

imposed sanctions, or foreign military intervention, as well as the moral harms of violating the 

norms against conquest.  These costs are obviously important, but we set them aside because our 

goal here is to isolate the effect of productivity on the profitability of conquest.  We will 
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subsequently discuss how our conclusions about the profitability of conquest might change if these 

costs were included, and what this might tell us about the enforcement and origins of the norm 

against conquest. 

Our theory predicts that the US, having higher productivity than Iraq, would suffer a higher 

opportunity cost per asset but employ fewer assets in conquering PGR than Iraq, with the former 

effect outweighing the latter.  We also evaluate whether the overall effect of productivity is large 

enough to render conquest unprofitable for the US.  Let BPGR be the benefits of conquering PGR.  

In symbols, we expect: 

OCPAIraq < OCPAUS     (H1:  US should pay more per asset) 

QPAUIraq > QPAUUS     (H2:  US should use fewer assets) 

OCPAIraq * QPAUIraq < OCPAUS * QPAUUS  (H3:  the former effect dominates) 

BPGR < OCPAUS * QPAUUS    (H4:  conquest not profitable for US)  

 

Before turning to the cases, it is worth noting that this last sort of test is not commonly 

done.  More often, empirical analyses determine only the direction of the effect of an independent 

variable (e.g., the sign of its regression coefficient) and its size (e.g., the magnitude of its 

coefficient).  However, knowing an effect’s direction and size is not enough to determine whether 

it explains some puzzle.  Take the absence of conquest:  even if the effect of productivity on the 

profitability of conquest is negative and large, that does not necessarily mean that it is large enough 

to render conquest unprofitable in any particular case.  By evaluating whether the observed values 

of productivity are high enough to drive the profits from conquest below zero, we can assess 

whether the effect of real-world values of productivity is enough to explain why some states do 

not engage in conquest. 
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THE BENEFITS OF CONQUERING PGR IN 1990 AND 2003 

 We assume that the anticipated economic benefit to the conqueror of taking PGR is equal 

to the expected profits from oil and gas production.  The economies of Bahrain, Kuwait, Qatar, 

Saudi Arabia, and the UAE are dominated by oil and gas production, with these activities 

averaging 77% percent of their governments’ revenue and 69% percent of exports.18  Much of the 

rest of the economy in these places provides goods and services to be purchased with oil and gas 

profits or is supported by them, and would disappear if those funds were transferred to a foreign 

conqueror.  A conqueror might also derive benefits from the existing stock of wealth in these 

places, itself funded mainly by past oil and gas profits.  However, the part of this wealth that is 

liquid, such as sovereign wealth funds and private financial assets, seems likely to flee upon 

invasion.  The illiquid part, including buildings and land holdings, would likely become far less 

valuable if oil and gas profits were no longer captured by the residents of this territory. 

The expected profits from oil and gas production in PGR would be highly uncertain.  These 

would depend on the economic growth or recession of the main consuming countries; the rate of 

development of alternative energies; the discovery of new techniques for extracting oil and gas; 

the occurrence of war or revolution in producing countries; and so on.  Few of these factors can be 

reliably forecasted.  Given the resulting unpredictability, we take the simple approach of assuming 

that the expected profits are equal to the average across the ten years prior to conquest.19 

Of course, a conqueror might use its unified control over the substantial share of world 

supplies contained in PGR to further restrict supply and increase prices and profits.  In the online 

                                                
18 International Monetary Fund 2016, 13. 
19 Instead assuming that expected profits are equal to the average across all years prior to conquest back to 1980 (the 
first year in our data) does not qualitatively alter our findings. 
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appendix, we show that incorporating this possibility would reinforce our conclusion that Iraq 

would profit from conquering PGR, and that the U.S would not.  In brief, the reason is that the US 

is a major consumer of oil and gas, so that most of the extra benefits gained from restricting 

production would be canceled out by the increased cost of US consumption.  By contrast, Iraq is a 

very minor consumer of oil and gas, so that the extra cost of Iraq’s consumption would be 

overwhelmed by the additional revenue Iraq would receive. 

We use data on annual oil and gas production in PGR from the US Energy Information 

Administration and annual average oil and gas prices from the BP Statistical Review of World 

Energy to calculate annual revenues from oil and gas in PGR for 1980 to 2015.20  We subtract off 

per-unit production costs from Rystad to convert these annual revenues to annual profits.  Based 

on the profits estimated for 1980 to 1989, in 1990 Iraq could expect to realize $161 billion per year 

from PGR’s oil and gas production.  Based on profits estimated for 1993 to 2002, in 2003 the US 

could expect to realize $83 billion per year from PGR.21  Here and throughout the paper, all figures 

are adjusted for inflation to 2007 US dollars. 

 

THE COST TO THE UNITED STATES OF CONQUERING PGR IN 2003 

To test the theory, we must measure the total productivity-driven cost to the United States 

of conquering PGR.  We first argue that the invasion and occupation of PGR would be at least as 

costly for the US as its invasion and occupation of Iraq, so that we can use the cost of the latter as 

a lower bound on the cost of the former.  We then describe the available assessments of the cost 

                                                
20 BP 2018, 12–26. 
21 It might seem that we are stacking the deck in favor of our findings by taking the expected benefits of conquest 
for the US to be less than those for Iraq.  But even if we assumed that the US would receive the same benefits as 
Iraq, our findings would still hold. 
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to the US of the Iraq War from 2003 to 2017 and the adjustments we make in projecting these to 

a lower bound on the cost of conquering PGR. 

 

Conquering PGR Would Cost the US More than the Iraq War 

To establish that the US cost of conquering PGR would be at least its cost for the Iraq War, 

we need to identify and measure the principal characteristics that determine whether one target for 

conquest is costlier than another. We draw seven such characteristics from the literatures on 

peacekeeping, insurgency, rebellion, and power projection. First, the distance from the conqueror’s 

territory to that of the target: the cost of projecting power increases as forces must operate further 

away from home bases and supply lines lengthen.22 Second, the ruggedness of the target’s terrain:  

mountains provide defensible strongholds for rebels and so make insurgency more difficult to 

suppress.23 Third, the target’s land area:  the broader the territory that must be occupied, the more 

forces are required to exert a given level of control.24 Fourth, the size of the target’s population:  a 

larger population contains more potential insurgents and requires a larger occupying force to 

control.25 Fifth, the will of the population to resist:  the target’s population is more likely to resist 

a more predatory conqueror, raising the cost of occupation.26 Sixth and seventh, the size and quality 

of the target’s military forces:  obviously, the bigger and more advanced the defending forces, the 

costlier conquest will be.27 

 

 

 
                                                
22 Boulding 1962, 262. 
23 Fearon and Laitin 2003, 75–90. 
24 Jardine 2012. 
25 Goode 2009. 
26 Ferwerda and Miller 2014. 
27 Edelstein 2004. 
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Table 1:  Indicators of Conquest Difficulty of Iraq and PGR in 2003 

 

As Table 1 shows, on nearly all of the seven characteristics, PGR poses at least as daunting 

a challenge for the US as Iraq did in 2003.  PGR and Iraq are about the same distance from the US 

and have similar terrain, but PGR has a larger area and population than Iraq.  While Iraq’s military 

had more personnel, PGR’s armed forces were almost certainty of higher quality.  By 2003, after 

a decade of severe sanctions, Iraq’s military was a shell of its former glory, possessing essentially 

no air force or navy, a poorly trained and equipped army, and mostly obsolete equipment.31  At the 

same time, Saudi Arabia and the UAE, which make up almost 90% of PGR’s combined military 

personnel, were not under sanctions and possessed advanced weapons systems such as American 

M1 tanks and F-15 fighters.  While PGR’s forces would not operate under unified command, Iraq’s 

military also suffered from serious deficiencies in command and control in the Iraq War.32 Finally, 

the US would be invading and occupying PGR to capture its oil and gas reserves, rather than to 

                                                
28 The World Bank 2017. 
29 Ibid. 
30 Table: International Comparisons of Defence Expenditure and Military Manpower in 2001, 2002 and 2003 2004. 
31 Hosmer 2007, 56. 
32 Ibid. 
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remove a hated dictator and his WMD programs.  Since these reserves underpin the livelihood of 

most inhabitants of PGR, their will to resist should be at least as strong as that of the people of 

Iraq.  It therefore seems likely that PGR would be more costly to invade and occupy than Iraq was. 

One could argue that in fact the US could pursue its conquest of PGR in a very different 

fashion from the Iraq War, and that this would reduce the cost of PGR relative to Iraq.  The US 

could rely heavily on mercenaries, who might be cheaper to use than the US military.  It might 

make fewer mistakes than some have argued occurred in Iraq:  it could use far more US forces and 

make better decisions on occupation policy, so that an insurgency does not form or is weaker.  The 

US could seek to occupy just the oil and gas fields and the infrastructure (e.g., refineries and 

pipelines) needed to bring them to market, which would reduce the area and perhaps population 

that would need to be occupied.  Finally, the US could “take the gloves off”, allowing its troops to 

use whatever amount of force was necessary to pacify PGR, instead of trying to limit civilian 

casualties as it did in Iraq. 

We show in the online appendix that there are reasons to doubt that each of these would 

reduce the cost enough to matter.  In brief:  the US already relied very heavily on mercenaries to 

augment its own military in Iraq; most occupations are subject to serious mistakes by the 

conqueror; taking just fields and infrastructure still leaves the target larger than and almost as 

populous as Iraq; and even if the US were as rapacious a conqueror as Nazi Germany, subduing 

the population could take many years.  Perhaps most convincingly, even if the US were able to 

occupy PGR with only 70,000 troops—giving a ratio to PGR’s population less than that of police 

officers to population in the US—and all other costs declined proportionately, our findings would 

still hold.  We therefore assume that the costs to the US of conquering PGR would be at least as 

high as those of invading and occupying Iraq, and turn to analyzing the latter. 
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The Cost to the US of the Iraq War 

To measure the US cost of the Iraq War, we rely on the assessment prepared by Stiglitz 

and Bilmes (henceforth “SB”).33  These provide the most comprehensive and detailed accounting 

available.  Most of the other available assessments were published earlier than SB, and so cannot 

draw on as many years of costs experienced to guide the analysis.34  The SB figures are consistent 

with those offered by the US government, with regard to the costs that both consider.35  However, 

the government’s and most independent assessments do not give as comprehensive an accounting 

of the productivity-driven costs of the war, which are our focus.36 

Nonetheless, the SB figures are likely still conservative.  A subsequent, independent 

analysis by scholars at the Watson Institute at Brown University found the costs of these wars 

would actually exceed the SB estimate.37  In a 2012 follow-up to their original study, SB also 

judged their original estimate to be somewhat conservative.38  We are thus reassured that in using 

this assessment for the US cost of the Iraq War, we will not have an inaccurately large baseline 

from which to bound the US cost of conquering PGR. 

The productivity-driven costs for the US derive from the large number of personnel it 

deployed, and the enormous array of supplies it utilized, to invade and occupy Iraq.  The time these 

personnel spent in Iraq could otherwise have been spent working in the civilian economy, had they 

been released from service in Iraq or never recruited in the first place.  Hence, while they were 

deployed, the US suffered an opportunity cost of the value their labor would have produced in the 

                                                
33 Stiglitz and Bilmes 2008. 
34 See Nordhaus 2002; Wallsten and Kosec 2005; Davis, Murphy, and Topel 2006; Belasco 2014. 
35 See Joint Economic Committee 2007; Crawford 2016. 
36 All the SB figures are computed in terms of the net present value of these costs, over the fifteen-year period from 
2003 to 2017.  We use their “realistic-moderate case” estimate of costs. 
37 Crawford 2016. 
38 Stiglitz and Bilmes 2012.  
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civilian economy.  Some returned to the US with serious injuries or permanent disabilities, so that 

their subsequent ability to work in the civilian economy was impaired.  Others were killed, and so 

could never re-enter the economy.  Thus, the injuries and deaths that occurred during deployment 

created additional opportunity costs because the economy lost the future value these people would 

otherwise have produced.  Analogously, the weapons, munitions, uniforms, armor, vehicles, 

construction materials for bases, fuel, food, medicines, and other supplies sent to Iraq could not be 

utilized for other purposes.  Those that were worn down or damaged were rendered less valuable 

for subsequent uses; those that were expended or destroyed were unavailable for future use.  The 

use of these supplies thus also entails opportunity costs. 

Because individuals are free to join the US military or not, and firms are free to supply it 

or not, the government must pay people and companies enough to render them willing to devote 

their labor and capital to the military.  This government compensation must at least equal the value 

these productive assets would otherwise generate in the civilian economy—that is, their 

opportunity cost.  If the government offered less, people would not volunteer to join the military 

and firms would not agree to supply it.  US government spending on the Iraq War therefore 

provides a measure of the total opportunity costs of the war.  SB calculate that this spending comes 

to $2.039 trillion discounted over the period of 2003 to 2017, or $151 billion annualized. 

In fact, this figure substantially underestimates the true opportunity cost of the personnel 

deployed to the war. During the war, the US government placed restrictions on the ability of 

personnel to exit military service (the so-called “stop-loss” policy).  This was necessary only 

because the compensation paid to members of the military was insufficient to match the increased 

risk they bore in the war, so that too many soldiers would exit if allowed to do so.  This implies 

that the compensation paid by the US government underestimates the opportunity costs suffered 
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by these individuals.  SB overcome this problem by estimating the opportunity costs suffered by 

veterans of the war that were not compensated by the government.  They compute the income lost 

to veterans due to disability or death suffered in the war, and then subtract off the (partial) 

compensation offered by the government.  The uncompensated remainder is $367 billion total, or 

$27 billion annually.  

We must also account for the opportunity costs paid by other members of the US-led 

coalition, who provided approximately 10% of the total forces for the Iraq War.39  We assume that 

if the US sought to conquer PGR, it would do so without the support of a coalition, and would 

therefore need to augment its own forces to make up for those not provided by coalition members.40  

This implies that our figure of $178 billion per year represents only 90% of the opportunity costs 

of the Iraq War for the US side, so that the true total figure is $178 / 0.9 or $198 billion annually.41  

Table 2 summarizes our accounting. 

 

 

 

 

 

 

 

                                                
39 At the beginning of the war, non-US coalition members provided 16% of the forces deployed to Iraq, but this fell 
to 6% by 2007, see Stiglitz and Bilmes 2008, 144, 145. We conservatively assume an average over the war of 10% 
of forces deployed. 
40 We presume that any states that joined the US in conquering PGR would demand a share of the benefits equal to 
their share of deployed forces. Hence, there is nothing for the US to gain from enlisting a coalition to conquer PGR, 
because any reduction in the costs to the US would be matched by a proportional reduction in the benefits the US 
realized. See Graham, Gartzke, and Fariss 2015, 612–639. 
41 Most of the other coalition members were high-productivity states like the US, so that they faced comparable 
opportunity costs per asset. 
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Table 2:  The Opportunity Costs of the Iraq War for the US (in billions) 

 
 

 

 

 

 

 

 

We will use this figure subsequently, but it is important to note here that it includes only 

the opportunity costs of diverting productive assets to the Iraq War.  This allows us to isolate the 

impact productivity has on the total cost of the war, while ignoring other costs that are not a 

function of US productivity.  The most important other cost in the SB assessment is the higher 

price US consumers of oil paid as a result of the Iraq War disrupting the oil market.  Of course, 

including this cost in our total figure would only reinforce our finding that conquest would be 

unprofitable for the US. 

We also leave out the costs of financing the war, such as the interest the US government 

must pay on the debt it took on to fund the war.  These are opportunity costs, but because the 

conquest of PGR would be intended to extract capital—profits from oil and gas sales—the 

opportunity cost of capital cannot affect whether conquering PGR is profitable.  If the US profits 

from conquering PGR, then any capital expended will be more than replaced, so that there is no 

opportunity cost.  If the US does not profit, then it will suffer an opportunity cost on the net loss 

of capital, which if included in our calculation would only make conquest more unprofitable. 

 

Component of Cost Discounted Cost 
over 2003-2017 Annualized Cost 

Opportunity Costs Compensated by US Government $2039 $151 

Uncompensated Opportunity Costs Suffered by US $367 $27 

Opportunity Costs Paid by Non-US Coalition Members  $267 $20 

Total Opportunity Costs $2673 $198 
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THE COST TO IRAQ OF CONQUERING PGR IN 1990 

We next measure the total cost to Iraq of conquering PGR in 1990.  We first argue that the 

invasion and occupation of PGR would be much less costly for Iraq than its war with Iran.  We 

then describe the available assessments of the cost to Iraq of the Iran-Iraq War, and the adjustments 

we make in projecting these to an upper bound on the cost of conquering PGR. 

 

Conquering PGR Would Cost Iraq Less than the Iran-Iraq War 

To establish that the cost of the Iran-Iraq War is an upper bound for the cost of conquering 

PGR, we begin by comparing Iran and PGR on the same principal characteristics we previously 

identified as determining whether one target for conquest is costlier than another.  

 

Table 3:  Indicators of Conquest Difficulty of Iran in 1980 and PGR in 1990 

 

                                                
42 The World Bank 2017.  
43 Ibid. 
44 Central Intelligence Agency 1980, 21–22; IISS 1991. 
45 Central Intelligence Agency 1980, 21–22. 
46 IISS 1991. 
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Table 3 shows that on six of the seven characteristics, PGR in 1990 represents a no more 

daunting challenge for Iraq than Iran did in 1980.  PGR and Iran are both adjacent to Iraq, and 

while the land area of PGR is larger than Iran’s, its terrain lacks Iran’s mountains, easing invasion 

and occupation.  Moreover, Iran has a much larger population than PGR and the will of its 

population to resist occupation should have been at least as high as that of PGR, given that the 

Iranians were fighting to protect the newborn Islamic revolution.  Iraq would enjoy a more than 

seven to one (1000 / 139.4) advantage in military size over PGR in 1990, as opposed to the less 

than two to one (240 / 150) ratio it had with Iran in 1980.  Iraq’s armed forces were also combat-

hardened in 1990—by the long war with Iran—but not in 1980.  In both 1980 and 1990, Iraq had 

the latest generation of Soviet-exported weapons.  Iran in 1980 had the latest generation of US-

exported weapons, but PGR in 1990 was mainly equipped with outdated US equipment in very 

modest quantities.  A joint US State and Defense Department report from late 1989 asserted that 

Saudi Arabia’s military, by far the largest in PGR, was “both outgunned and outnumbered” by 

Iraq.47  We therefore conclude that Iraq’s military would do much better against PGR in the 1990s 

than it did against Iran in the 1980s. 

 We can also directly compare the intensity of the Iran-Iraq War to that of Iraq’s partial 

invasion of PGR in 1990.  Military historians characterize the former as a vicious, bloody war of 

attrition that quickly devolved into a stalemate and imposed immense costs on both sides, but 

particularly on Iraq.48  Military and financial aid given to Iraq by friendly neighbors and the US, 

together with severe sanctions imposed on Iran, rescued Iraq from what might otherwise have been 

a devastating defeat. Over the course of its eight years, the war inflicted an estimated 150,000 

                                                
47 Department of State and Department of Defense 1989, 3–4. 
48 Woods and Murray 2014.  
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deaths and 400,000 wounded on Iraq.49  The war was total for Iraq:  by its end, Iraq’s government 

had mobilized 1.5 million men—almost half its adult male population—and used its entire arsenal, 

including ballistic missiles tipped with chemical weapons, against Iran.50 Iraq’s most valuable 

infrastructure was heavily damaged, its economy severely disrupted, and its government forced to 

go deep into debt.51 

 By contrast, Iraq’s invasion of Kuwait in 1990 succeeded in just two days and utilized only 

about 100,000 troops.52 The invasion and subsequent seven-month occupation together imposed 

only a few hundred casualties on Iraq’s forces and resulted in no serious damage to Iraq itself.53 

Iraq began reinforcing its troops in Kuwait as soon as the invasion was completed, causing the US 

government to become concerned that Iraq might extend its invasion into Saudi Arabia.54  Had it 

done so, US intelligence estimated that Iraq’s forces would overrun eastern Saudi Arabia in a 

matter of days.55  Though the long supply lines would surely have taxed Iraq’s logistical 

capabilities, it seems plausible that Iraq could then have proceeded from eastern Saudi Arabia to 

successfully conquering Bahrain, Qatar, and the UAE—the rest of PGR.  In reality, the rapid 

deployment of large military forces to Saudi Arabia by the US led Iraq to try to only hold on to 

Kuwait. 

We thus conclude that the cost to Iraq of conquering PGR absent external intervention 

would be no greater than that of fighting the Iran-Iraq War, indeed that it would likely be much 

smaller. 

 

                                                
49 These figures are documented in the online appendix. 
50 For the mobilization figure, see Pollack 2004, 148–267. 
51 Mofid 1990.  
52 Johns 2006. 
53 Woods 2008. 
54 Woodward 1991, 225. 
55 Ibid. 
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The Cost to Iraq of the Iran-Iraq War 

To measure the cost to Iraq of the Iran-Iraq War, we rely on the assessment done by 

Mofid.56 To our knowledge, this is the only available comprehensive accounting of the cost of the 

Iran-Iraq War.  Fortunately, it is based on a detailed, thorough economic analysis that is very 

similar to that employed by Stiglitz and Bilmes (SB) for the Iraq War, aiding comparability 

between the two. 

There are nonetheless two important differences between Mofid’s accounting and that of 

SB.  First, Mofid includes an estimate of the cost to Iraq of the damage inflicted on its domestic 

economic infrastructure by enemy attack during the war, a component of cost that did not apply to 

the US in the Iraq War.  Because Iraq suffered serious damage to its infrastructure in the Iran-Iraq 

War, we include Mofid’s estimate of its cost.  Second, Mofid ignores the cost to Iraq of the labor 

lost due to death and injury in the war.  Because Iraq suffered hundreds of thousands of casualties, 

ignoring this cost could result in a substantial underestimate of the total cost to Iraq of the war.  

We employ the same method used by SB for the US to estimate the cost for Iraq of these casualties, 

and arrive at a figure of $144 billion over the course of the Iran-Iraq War, or $18 billion annually.  

The full details of our calculation can be found in the online appendix, where we also explain why 

this figure is an overestimate of the true cost of Iraqi labor lost.  This is conservative since it biases 

against the conclusion we reach that conquering PGR would be highly profitable for Iraq.57 

Mofid estimates that the Iran-Iraq War cost Iraq $808 billion dollars over the course of its 

eight years.  This figure includes the budgetary cost of the war, the cost of oil revenue lost due to 

disruption of production and exports, GDP lost due to disruption of the economy, and the cost of 

                                                
56 Mofid 1990. 
57 Just as with our figure for the US cost of the Iraq War, we ignore the opportunity cost of the capital Iraq spent or 
lost (through reduced oil production) in the Iran-Iraq War.  As before, this cannot affect whether conquering PGR 
would be profitable for Iraq, only how large the net profit (or net loss) would be. 
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replacing infrastructure destroyed.  Adding in our own figure for the value of labor lost, and 

annualizing, we arrive at a cost of $119 billion per year.  Table 4 summarizes our accounting. 

 

Table 4:  The Opportunity Costs of the Iran-Iraq War for Iraq (in billions) 

 
 

 

 

 

 

 

 

In contrast to our figure for the US cost of war, the figure we use here includes all the costs 

of war for Iraq.  For the US, we intentionally included only the costs that are directly a function of 

US economic productivity, in order to establish that these productivity-driven costs alone suffice 

to render conquering PGR unprofitable for the US.  For Iraq, we instead include both the costs of 

war driven by productivity, like the value of labor lost, and those not driven by productivity, like 

the cost of lost oil revenue.  Our purpose here is to demonstrate that even if all the costs of war are 

included in our Iraq figure, conquering PGR would still be profitable for Iraq. 

Also, in contrast to our figure for the US, which was designed to be an underestimate of 

the US cost of conquering PGR, our figure here is almost surely a large overestimate of Iraq’s cost 

of conquering PGR.  As we showed above, PGR should be a much easier target for Iraq than Iran 

was, with the conquest likely requiring only a quick, decisive war rather than a bloody war of 

attrition.  Iraq’s labor productivity is also likely considerably lower than the estimate we used, 

Component of Cost Total Cost over 
1980-1988 Annualized Cost 

Budgetary Cost, Oil Revenue Lost, Other Economic 
Disruption, Infrastructure Destroyed $808 $101 

Labor Lost Due to Deaths and Injuries $144 $18 

Total Opportunity Costs $952 $119 
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which would lower the real cost.  Finally, we show in the online appendix that the disruption to 

the oil market that would be caused by Iraq’s conquest of PGR would lessen or even eliminate the 

losses in oil revenue that Iraq suffered in the Iran-Iraq War.  Hence our figure should be a very 

conservative upper bound on the cost to Iraq of conquering PGR. 

 

RESULTS 

Table 5 displays our estimates of the benefits, costs, and profits of conquering PGR for the 

US in 2003 and Iraq in 1990, in billions of dollars.  We find that the costs would exceed the benefits 

for the US by more than two to one.  Our analysis demonstrates that the high productivity of the 

US economy is enough to drive the profits of conquering the most tempting target in the world 

well below zero.  Moreover, consider all the costs of conquest we excluded because they were not 

driven by US productivity or could not be reliably estimated:  the cost of violating the norm against 

conquest and potentially suffering international punishment; the cost of higher oil prices for US 

consumers deriving from disrupting supplies in PGR; and the larger population and land area, 

larger and more advanced militaries of PGR, and likely greater will of PGR to resist relative to 

Iraq.  All of these would be expected to seriously increase the costs of conquest, in all likelihood 

swamping the benefits and rendering the conquest of PGR deeply unprofitable for the US. 
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Table 5:  The Profitability of Conquering PGR 

 
 

 

 

 

 

By contrast, the expected benefits of conquering PGR outweigh the costs for Iraq in 1990 

by about a third.  This is true even though our cost figure for Iraq includes not only productivity-

driven costs like government expenditures on troops and equipment, but also other costs like the 

disruption of Iraq’s oil exports, and even though our bound on the cost is based on a war which 

would almost certainly be vastly costlier than Iraq’s conquest of PGR.  Still, conquering PGR, if 

it did not bring adverse international responses, would be highly profitable for Iraq.  This means 

that Iraq’s productivity, despite its level somewhere in the middle in comparison to the rest of the 

world, is sufficiently low to make conquest a profitable enterprise, were it not for the international 

community’s likely response. 

Our measures also allow us to see the differing effects productivity has on the cost of 

conquest: it both increases the opportunity cost per productive asset used in conquest, and 

decreases the total number of assets needed.  Table 6 compares two proxies for the amount of labor 

the US and Iraq devoted to their respective wars:  the average size of forces deployed and number 

of casualties suffered.  By both indicators, the US diverted far less productive labor than Iraq.  The 

higher productivity of the US economy, and corresponding higher technology and capital-

                                                
58 Notice that even if we assumed the US would receive the same annual benefits from conquest as Iraq, conquest 
would still not pay for the US. 

Potential 
Conqueror 

Annual 
Benefits 

Annual 
Costs 

Annual 
Profits 

Would 
Conquest 

Pay? 

US in 2003 $8358 $198 -$115 no 

Iraq in 1990 $161 $119 +$42 yes 
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intensiveness of the US military, enabled the US to use less labor in conquest than Iraq did.  

However, this productivity-caused decline in the number of assets required for conquest was more 

than matched by the productivity-caused increase in the opportunity cost per asset:  US labor 

productivity is higher than Iraq’s by about 17 to 1.  Thus, while the US used approximately 1/8th 

the labor, each unit of labor cost 17 times as much.  This is consistent with a total US cost roughly 

twice as high as Iraq’s.  The net effect of the increase in productivity from Iraq to the US was large 

enough to make a highly-profitable conquest for Iraq very unprofitable for the US, even given our 

conservative cost estimates. 

 

Table 6:  Cost and Quantity of Assets Used in Conquest 

 Opportunity Cost 
Per Asset 

Quantity of Productive 
Assets Used 

Proxies Labor Productivity 
(GDP per capita59) 

Average Forces Deployed 
per Year60 

Average Casualties 
per Year61 

US in 2003 $42,452 ~83,000 ~8,500 

Iraq in 1989 $2,476 ~690,000 69,000 

Ratio of US to Iraq ~17:1 ~1:8 ~1:8 

 

                                                
59The World Bank 2017.  
60 The US figure is calculated from monthly troop levels accessed at GlobalSecurity.org n.d. and is consistent with 
the troop levels specified by SB, and divided by 0.9 to account for forces provided by non-US coalition members.  
The Iraq figure comes from, Pollack 2004, 148–267. who provides start and end figures for Iraq’s forces and implies 
that Iraq’s buildup did not start in the first two years of the war.  We interpolate the remaining five years. 
61 The US figure takes the totals for US military personnel, divides by 0.9 to account for forces (and therefore 
casualties) suffered by non-US coalition members, and multiplies by 1.5 to account for the half of US personnel 
deployed as contractors rather than military personnel, who are assumed to suffer casualties at only half the rate of 
the military personnel. See Defense Manpower Data Center n.d. 
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Thus, we have shown that, at least in this case comparison, productivity’s net effect on the 

profitability of conquest was both negative and large enough to eliminate any profit.  But recall 

that our choice of the US as the high-productivity conqueror enables us to make inferences about 

other high-productivity states as well.  Among these states, the US has made uniquely massive 

investments in military technology over the decades since World War II.  These investments have 

resulted in the most sophisticated military forces in the world, enabling the US to accomplish 

military tasks with fewer productive assets than any other country.  If conquering a target as 

tempting as PGR is not profitable for such a militarily-advanced state as the US, then it surely will 

not be profitable for other high-productivity states either, since these other states generally have 

less advanced militaries.  And if conquering PGR would not be profitable for these states, then 

other potential targets of conquest would not be either. 

Of course, we have shown only that productivity suffices to make conquest unprofitable 

for high-productivity states, but these states might also have other reasons for not engaging in 

conquest:  the risk of military failure, the costs of international responses, the moral cost of 

behaving badly.  We cannot be sure that productivity is the reason they do not engage in conquest.  

We can only assert that, were these other factors absent, productivity would be enough to eliminate 

the economic motives for these states to conquer. 

By contrast, productivity in Iraq was low enough to render the conquest of PGR highly 

profitable for that state, at least in the absence of any adverse international response.  Given this, 

we can infer that conquering even somewhat less-tempting targets would also be profitable, and 

that states with lower productivity than Iraq would also find such conquests profitable, under the 

same conditions.  If this is true, it means that such states refrain from conquest, not because it 

would be unprofitable, but because of some other factor.  Most such states have relatively weak 
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militaries, and many might hesitate to behave immorally, so that the risk of military failure or 

moral costs cause them to eschew conquest.  However, low-productivity states with strong 

militaries and few moral qualms, like Iraq in 1990, seem instead to be deterred from conquest by 

the threat of severe international response. Thus, productivity’s effect on the desirability of 

conquest for high-productivity states, and the corresponding willingness of these states to impose 

and enforce a norm against conquest on the international community, can together plausibly 

explain the decline of conquest globally. 

 

 

CONCLUSION 

Over the past seventy-five years, there has been a sharp decline in the frequency and scale 

of conquest as well as rapid growth in economic productivity around the world.  We presented a 

theory of how increasing productivity lessens the profitability and hence occurrence of conquest, 

and tested it against two cases carefully chosen to support broader inferences.  Consistent with our 

theory, we found that productivity influences the profitability of conquest via two mechanisms.  

First, it raises the cost of diverting productive assets from a conqueror’s economy to conquest.  

Second, it strengthens a conqueror’s military prowess so that fewer assets are needed for conquest.  

Because the investment in innovation that fuels growth in both productivity and prowess is 

overwhelmingly oriented toward civilian rather than military improvements, the first effect 

outweighs the second, so that productivity on net reduces the profitability of conquest.  Finally, 

we found that although low-productivity states should still find conquest profitable, the net effect 

of productivity was large enough to render conquest unprofitable for contemporary high-

productivity states, even setting aside the costs of violating the international norm against 
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conquest.  This provides direct evidence that increased productivity can explain the radical shift in 

the interest of some of the world’s most powerful states in profit-motivated conquest. 

These findings might help to explain why some of the world’s most powerful states support 

and enforce international norms against conquest and are in favor of free commerce, and perhaps 

even why these norms were established.62  Given that these norms were absent for much of human 

history, why were they instituted, and why are they maintained?  Our theory suggests that the rapid 

rise in productivity experienced by some states reduced the profits they could realize from 

conquest, eventually below zero.  Such states would come increasingly to prefer to access foreign 

wealth through commerce rather than conquest, but would be hamstrung in doing so by the 

widespread occurrence of conquest and restriction of commerce.  These states would benefit from 

moving to a new equilibrium where conquest was rare and commerce relatively free.  This new 

equilibrium was slowly implemented after the end of World War II, when the highest-productivity 

states had the preponderance of power needed to change international norms, and both conquest 

and barriers to commerce declined subsequently.  Once the norms were in place, high-productivity 

states were willing to enforce them because of the benefits of assured commercial access that the 

new equilibrium offered them.  Moreover, they would have to enforce the norm against conquest, 

because low-productivity states would otherwise still have incentives to engage in it. 

In this story, rising productivity shifts states’ interests in conquest, making them more 

willing to support a norm against it and for free commerce.  But both high productivity and the 

norm against conquest are essential to explaining why particular states do not engage in conquest.  

High-productivity states refrain, even if their violations of the norm would be tolerated, because 

their productivity means they have no incentive to buck it.  Low-productivity states are deterred 

                                                
62 Zacher 2001, 311–44.	 
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because, although they would engage in conquest if it were tolerated, the norm assures them that 

it would instead be punished. 

Of course, these claims are speculative, and there are other possible explanations for the 

origins and enforcement of the norm against conquest and the move to free commerce.  Our 

evidence supports the idea that these norms are presently maintained because many of the most 

powerful states have no incentive to engage in profit-motivated conquest, but this evidence says 

nothing about where these norms came from.  Further empirical research is needed on these 

changes to global governance and their relation—if any—to rising productivity in some states. 

Our findings also offer guidance on what might lead to a future resurgence of conquest.  

First and most obviously, if increases in productivity lie behind the decline of conquest, then 

serious reductions in productivity could reverse this decline.  If, for example, a sustained and 

severe economic recession struck some currently high-productivity states, they might be tempted 

to engage in newly-profitable instances of conquest.  If enough of these states, who would 

otherwise be expected to enforce the norm against conquest, violated it, then the norm itself might 

break down, leading yet more states to engage in conquest.  Even if economic contraction only led 

these states to stop paying the costs of enforcing the norm, low-productivity states normally 

deterred by the norm might engage in conquest and undermine the norm. 

Second, suppose that some resource that becomes highly valued by modern economies is 

also very scarce and geographically concentrated.  Then its resulting value might rise high enough 

that the benefits of conquering the few locations in which it is found outweigh the costs even for 

high-productivity states.  This has arguably occurred in the past.  Oil was worth little until the 

burgeoning importance to modern economies of internal combustion engines drastically increased 
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its value, and it subsequently became subject to conquest.  Though it is not easy to imagine what 

a “new oil” might be, such a newly-valuable resource could arise again. 

Finally, new innovations might drastically increase military prowess relative to economic 

productivity.  Even high-productivity states might then be able to use so few productive assets in 

conquest that it would become profitable for them to do so.  For example, fears have been raised 

about the military possibilities offered by innovations in artificial intelligence and autonomous 

vehicles.63  It is easy to see how these technologies might increase military prowess:  autonomous 

military vehicles equipped with artificial intelligence could seriously reduce the labor required for 

conquest.  However, these same technologies also have civilian applications that would drastically 

increase productivity. Our theory predicts that they will only increase the incentives for conquest 

if they increase military prowess by more than they increase economic productivity.  This in turn 

will only occur if investment in their development is oriented more toward military than civilian 

improvements.  At present, the opposite is true: investment in these technologies is mostly driven 

by their commercial possibilities.  As long as this remains so, our theory predicts that these 

technologies will on-net decrease the incentives for conquest, because they raise the cost of 

diverting productive assets to engage in conquest more than they lower the quantity of assets 

needed. 

While increasing productivity has thus been a powerful force for peace in recent decades, 

this was not necessarily true in the past, and it may not remain true in the future.  For instance, 

prominent theories of colonialism suggest that technology born of the Industrial Revolution 

made European powers more productive but also more powerful, allowing them to conquer 

societies with lower productivity and prowess.64  Future research should investigate the 

                                                
63 Horowitz et al. 2018.  
64 Bean 1973; McNeill 1984; Dudley 1991.  
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conditions under which increasing productivity makes states more efficient at making rather than 

taking. 
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