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Territory

• Territory has historically been the most common source of war
• Study of 155 wars over last three centuries found that 83
involved conflicts over territory (Holsti 1991)

• States come into conflict if more than one wants the same
piece of territory

• Why do states want a particular piece of territory?
• Why is it so difficult to negotiate a peaceful settlement?
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Territory

• What makes territory worth fighting over?
• Territory can have economic value
• Territory can have strategic value
• Territory can be valuable for ethnic, cultural, or historical

reasons
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Territory

• Why is it so difficult to negotiate a peaceful settlement?
• Conflict over territory as a zero-sum game
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Class Presentation

Marzia to present on Walter (2003), “Explaining the Intractability
of Territorial Conflict”
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Research Questions

• Why do governments so often refuse to negotiate over
territory?

• Under what conditions will they agree to negotiate and make
some accommodation for greater autonomy or independence?
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Explanations in the Existing Literature

• War is more likely if territory holds natural resources
• But: governments are often willing to part with resource-rich

territory, and they often fight over territory with little
economic value
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Explanations in the Existing Literature

• War is more likely if territory is important for security
• But: governments are only 6% less likely to settle dispute if

territory is strategically important (Huth 1996)
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Explanations in the Existing Literature

• War is more likely if territory is important for identity
• But: governments sometimes relinquish territory important to

their national identity and other times not
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Walter’s Explanation

• State has limited amount of territory
• Case 1: country with one potential challenger

• Potential challenger can decide whether to seek
self-determination

• Government can decide whether to acquiesce (loose territory)
or fight (retain control over territory and pay costs of fighting)

• If potential challenger believes that government’s response is
to acquiesce, it will seek self-determination
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Walter’s Explanation

• Case 2: country with multiple potential challengers
• Game can be repeated as many times as there are potential

challengers
• Start with a potential challenger deciding whether to seek

self-determination
• Government again can decide whether to acquiesce or fight
• Now, however, all other potential challengers can observe

behavior of government and use this information to update
beliefs about how government will behave if they themselves
seek self-determination

• If government acquiesces to first challenger, other groups
believe that they will also be granted self-determination

• If government fights first challenger, other groups believe that
they will also not be granted self-determination
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Walter’s Explanation

• Therefore, war is a means to transfer information about
government’s toughness to other potential challengers

• Fighting early challengers allows government to develop
reputation for toughness, which decreases probability of
further territorial conflicts in the future
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Walter’s Hypothesis

1 Government’s willingness to accommodate demands for
territorial autonomy or independence is inversely related to
the number of additional challengers it expects to encounter
in the future
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Hypotheses Derived From Alternative Explanations

2 Government is less likely to acquiesce as the economic value
of the disputed territory increases

3 Government is less likely to acquiesce as the strategic value of
the disputed territory increases

4 Government is less likely to acquiesce as the symbolic value of
the disputed territory increases

5 The stronger the government is relative to a challenger, the
less likely the government is to acquiesce
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Empirical Analysis

• Data: self-determination movements, mainly from CIDCM’s
global survey of self-determination movements (1956-2000)
and the Minorities at Risk data project (1940-1999)

• CIDCM defines self-determination movement as any attempt
launched by a territorially concentrated ethnic group for
autonomy or independence from the central government
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Empirical Analysis

• Dependent variable: ordinal variable measuring
accommodation (0 = no accommodation, 1 = some
accommodation but not over territory, 2 = territorial
autonomy, 3 = full independence)
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Empirical Analysis

• Independent variables:
• Number of potential separatist challengers
• Number of marketable resources in disputed territory
• Number of strategic resources in disputed territory
• Variable measuring time a challenger had resided on a

territory; dummy variable measuring whether a challenger had
been autonomous from the government at any point prior to
the conflict

• Two indicators measuring strength of challenger (challenger is
part of an ethnic group that extends beyond country’s borders;
percent of total population the challenging group represents);
two indicators measuring the strength of government (military
expenditures during conflict; number of military personnel
during conflict)

• Set of control variables



18/32

Walter (2003): “Explaining the Intractability of Territorial Conflict”
Findings

be greater sympathy for the rights of individuals seeking self-determination or the
greater variety of possible concessions that democracies can offer that drives
behavior. Future research will be required to distinguish which of these alternatives
is really at play.

Second, there is a significant relationship between the government’s average
military expenditures during the period of conflict and the level of accommodation
in that conflict. Balance of capabilities arguments predicted that stronger
governments would be less likely to accommodate challengers, all else being equal.
However, Table 1 shows that governments with higher military expenditures are
more likely to accommodate territorial challengers, not less. One possible
explanation is that government military spending is actually a sign of relative
government weakness rather than strength. Governments that face particularly
strong challengers may be forced to increase military spending in response to this
significant threat. In many cases, this increased military spending may not be
enough to secure the government’s victory over a strong challenger and
accommodation may result. Indonesia’s war in East Timor illustrated this type of
dynamic in which Jakarta’s military expenditures as a percent of gross national
product almost doubled in the years leading up to the granting of independence
(World Bank figures, 1985–1997). Further analysis (not shown) found a similar
significant, positive relationship between the number of military personnel under
arms, an alternative measure of government strength, and accommodation.

None of the other variables included in Table 1 were found to be significantly
related to government accommodation. Table 1 provides no support for arguments
that place the value of a given piece of land as the primary determinant of how the
government will respond. Governments are no more or less likely to accommodate
demands for self-determination if the land in question has high economic value or
is strategically important. This conclusion was confirmed by additional tests in
which different measures of economic and strategic value were substituted into the
analysis. Table 1 also reveals that the psychological value of a given piece of land

TABLE 1. Ordered Probit Analysis of Government’s Decision to Accommodate Demands for
Self-Determination

Independent Variables Coefficient Standard Error

Number of Ethnopolitical Groups !.23nn .05
Economic Value .06 .06
Strategic Value !.06 .17
Psychological Value:

.18 .31Length of Residence
History of Autonomy !.07 .10

Democracy .06n .02
Balance of Power:

!.18 .13Neighboring Ethnic Group
Group’s Proportion of Population !2.63 1.52
Government Military Expenditures 3.85enn 1.18e

Violent Conflict .07 .32
Duration .00 .01
Constant 1 !.04 .98
Constant 2 .38 .98
Constant 3 2.27 1.02
Pseudo R2 .19
w2 40.61nn

N 106

Heteroscedastic-consistent standard errors clustered by country; npo.05, nnpo.01.

Explaining the Intractability of Territorial Conflict146



19/32

Walter (2003): “Explaining the Intractability of Territorial Conflict”
Findings

• Reputation matters: the greater the number of potential
challengers, the less likely government is to accommodate

• Democracy matters: more democratic countries are more
likely to accommodate than less democratic countries

• Military expenditures matter (although not as expected):
governments with higher expenditures are more likely to
accommodate

• Governments are not more or less likely to accommodate if
territory has high economic, strategic, or symbolic value
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Walter (2003): “Explaining the Intractability of Territorial Conflict”
Findings

does not appear to play any role in a government’s decision to compromise.
Neither the length of time that a group has occupied a piece of territory nor any
history of regional autonomy is significantly related to government accommodation
in this case. These findings suggest that previous accounts emphasizing the specific
characteristics of a parcel of land to explain government behavior have overlooked
a key motivation driving government decisions. Governments seem to care far less
about the land itself than about the implications their behavior will have on
challengers on the horizon.

The strength of the challenger group, the presence of violence, and the duration
of the conflict also had no predictive power in determining how governments
would respond to self-determination movements. Governments were no more
likely to accommodate separatist groups that comprised a large share of the
population than a small share or ethnic groups that extended into neighboring
states. This mirrors two findings from Paul Huth’s (1996b) study of interstate
territorial disputes. He finds that the presence of minority groups along the border
with ethnic ties to the general population of the challenger had no strong effect on
the likelihood of a compromise settlement. He also reports that military strength of
the challenger is not a necessary condition for the challenger to remain unyielding
in its negotiating position over disputed territory. Similarly, Gary Goertz and Paul
Diehl (1992), in their research on interstate territorial disputes, do not find a strong
relationship between the balance of military capabilities and the use of armed force
in achieving territorial changes from 1914 to 1980 (but see Mandel 1980 and Huth
1996a:13–14 on this debate).

Ordered probit results, however, are difficult to interpret. To make the results
easier to understand and to show which factors are more likely to trigger different
levels of government accommodation, each of the significant coefficients was
converted into predicted probabilities (King, Tomz, and Wittenberg 1999).
Predicted probabilities were calculated by varying the measure of interest while
holding all other variables at their mean (or modal) values. Table 2 presents the
probability of different levels of government accommodation as each of the
significant variables in Table 1 moves from their lowest to highest values. The
predicted probabilities confirm the strong relationship between the number of
ethnopolitical groups and government accommodation, between democracy and

TABLE 2. Predicted Probability That Governments Will Accommodate

Probability
of No
Accommodation

Probability
of Reform

Probability of
Increased Territorial
Autonomy

Probability of
Independence

Number of Groups
Low (1) 16 12 60 12
High (28) 99 0 0 0

Percent Difference 83nn !12nn !60nn !12nn

Level of Democracy
Low (!10) 87 7 7 0
High (þ10) 48 16 34 2

Percent Difference !39nn 9 27n 2

Government Military
Expenditures
Low (333) 79 10 11 0
High (142,000,000) 0 0 9 90

Percent Difference !79nn !10n !2 90nn

Probabilities are derived from the ordered probit analysis presented in Table 1; npo.05, nnpo.01.

BARBARA F. WALTER 147
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Class Presentation

Nicholas to present on Simmons (2005), “Rules over Real Estate:
Trade, Territorial Conflict, and International Borders as Institution”
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Simmons (2005): “Rules over Real Estate”
Research Question

How should we think about international borders?
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Simmons (2005): “Rules over Real Estate”
The Realist View on International Borders

• States value territory for economic and security reasons
• Borders are territorial divisions and dispute over territory is a
zero-sum competition

• But: if control over territory is zero sum and closely
connected to national security, why has territory so often been
transferred peacefully?
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Simmons (2005): “Rules over Real Estate”
The Globalization View on International Borders

• In today’s global era, international borders are declining in
significance

• But: international borders continue to have significant
influences on international economic relations (“home bias” in
investment; trade within countries is greater than trade
between countries; price differences between cities in different
countries are greater than between cities in the same country)
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Simmons (2005): “Rules over Real Estate”
Simmons’ View: International Borders as Institutions

• International borders are institutions that provide mutual
benefits for states1

• These benefits arise because mutually accepted border order
national and transnational economic and social life

• Consequently, conflict over borders creates opportunity costs

1Institutions are sets of rules, procedures, and norms designed to constrain
behavior (North 1981)
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Simmons (2005): “Rules over Real Estate”
Simmons’ View: International Borders as Institutions

• Opportunity costs arise from two sources
• Jurisdictional uncertainty: uncertainty over which states’ rules

apply in disputed territory
• Policy uncertainty: territorial disputes can cause abrupt policy

changes, which leads to additional uncertainty
• Private economic actors face costs and risks when their
governments are disputing territory, which leads to less
bilateral trade

• Therefore, border disputes are costly
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Simmons (2005): “Rules over Real Estate”
Simmons’ View: International Borders as Institutions

• Territorial settlement avoids opportunity costs associated with
jurisdictional and policy uncertainty

• Why is this the case? Border settlement is a costly signal
from government to economic actors: government signals its
willingness to bear domestic political costs (e.g., opposition
from nationalist groups) in order to establish better bilateral
relationship with its neighbor

• Border settlement leads economic actors to believe that
property rights will not be subject to sudden policy shifts or
jurisdictional controversies
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Simmons (2005): “Rules over Real Estate”
Hypothesis

If two states have a border dispute, then bilateral trade between
the countries decreases
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Simmons (2005): “Rules over Real Estate”
Empirical Analysis

• Gravity model of bilateral trade
• Data: 557 contiguous country pairs (1950-1995)
• Dependent variable: bilateral trade between two countries
(logged)

• Independent variables:
• Indicator variable for border disputes (= 1 if there is a dispute,

0 otherwise)
• Combined economic size of the two countries (logged)
• Distance between the capitals of the two countries (logged)
• Set of control variables
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Simmons (2005): “Rules over Real Estate”
Findings Simmons /RULES OVER REAL ESTATE 835 

TABLE 1 
Effect of Territorial Disputes on Bilateral Trade: 
Result of a Country Fixed-Effects Gravity Model 

Explanatory Variables Model 1 Model 2 (Lagged DV) 

Lagged log trade - 0.713*** (0.015) 
Log of combined gross domestic product 1.548*** (0.260) 0.474*** (0.087) 
Log of combined population -0.341 (0.4405) -0.169 (0.124) 
Log of distance between capitals -0.389 (0.375) -0.121 (0.110) 
Territorial dispute -1.410*** (0.4505) -0.314** (0.139) 
Military dispute -1.045*** (0.306) -0.624*** (0.138) 
Alliance -0.440*** (0.111) -0.106*** (0.033) 
Policy affinity 0.816*** (0.311) 0.174 (0.115) 
Joint democracy 0.021* (0.012) 0.006* (0.004) 
General trade openness 0.922*** (0.105) 0.273*** (0.041) 
Year -0.111*** (0.025) -0.036*** (0.008) 
Number of observations 14,779 14,362 
R2 0.692 0.856 

NOTE: Coefficients (robust standard errors, country pair clusters) are presented. 
*Significant at .10 level. **Significant at .05 level. ***Significant at .01 level. 

FINDINGS 

Table 1 reports the results of these tests. In both versions of the model-with and 
without a lagged dependent variable-our central expectations about bilateral trade 
are confirmed, in some cases quite strongly. The two primary elements of the gravity 
model-distance and size of economy-work in the anticipated directions. However, 
because of the inclusion of fixed effects, only GDP is statistically significant. The 
combined economic size of the trading partners is a major determinant of their bilat- 
eral trade. Since some specifications of the gravity model include population as a mea- 
sure of the size of the internal market, I include it in both models, but excluding popu- 
lation has no substantial impact on the central results. As expected, the coefficient is 
negative, but it is not statistically significant. The most important result for our pur- 
poses is that the existence of a territorial dispute certainly appears to put a serious drag 
on bilateral trading relations. 

The impact of territorial disputing is surprisingly large. Consider the effect of a dis- 
pute on the mean level of bilateral trade in this data set, $3.17 million.23 In the short 
term (e.g., in the first year of disputing), we would expect an average pair of countries 
to lose about 28 percent of their trade (which is calculated by 1 - e-.325), according to 
model 2, for expected bilateral trade of only $2.3 million. In the long run, we would 
expect average trade to fall from the mean to around $1.17 million.24 The model also 

23. This is the mean of the exponent of logged trade once negative logs have been eliminated from the 
data set. It is therefore slightly higher than the actual level of bilateral trade. 

24. Territorial dispute coefficient/(1 - lagged DV coefficient) = -.325 x 3.472 = -1.11. Mean trade 
3.17 million = approximately e15; e15 - (long-run effect of disputing) = $1.17 million. 

This content downloaded from 129.194.8.73 on Mon, 04 Jan 2016 17:38:00 UTC
All use subject to JSTOR Terms and Conditions
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Simmons (2005): “Rules over Real Estate”
Findings

• Existence of a territorial dispute decreases bilateral trade
• Effect of territorial dispute on trade persists when controlling
for actual militarized disputes

• Effect is particularly pronounced in the Americas, but minimal
in the Middle East and Africa
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Simmons (2005): “Rules over Real Estate”
Findings

836 JOURNAL OF CONFLICT RESOLUTION 
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Figure 1: Effect of Disputing on Bilateral Trade over Time (Model 2) 

predicts significant upside gains to dispute resolution: if a disputing pair initially 
trades at the mean, the model suggests a threefold increase in bilateral trade within 
about ten years of the dispute's resolution. The estimated effects of disputing (and 
resolving a dispute; model 2) are graphed in Figure 1. 

To get a clearer idea of the estimated impact of territorial disputes on trade for par- 
ticular country pairs at particular points in time, Table 2 shows what effect model 2 
would expect a territorial dispute to have had on trade for select country pairs. Each 
country pair in this table had an unresolved dispute over territory during the period 
under observation. This table illustrates the estimated effect of not settling a dispute 
compared to the estimated (counterfactual) effect of not disputing. 

The final column is especially telling: it estimates the cumulative reduction in bilat- 
eral trade attributable to disputing. This represents the model's estimate of the trade 
cost of the territorial dispute. The losses are significant. When we cumulate the effects 
of disputing territory between Argentina and Chile for the period under observation, 
for example, the total bilateral trade foregone (1950-1994) is estimated at almost $33 
billion. This is close to the total amount of money Argentina and over the amount Chile 
is estimated to have spent on their militaries between 1962 and 1994.25 The cumulative 
total loss of bilateral trade due to their territorial dispute for Japan and Russia is esti- 
mated to be nearly $535 billion. This number is greater than Japan's total exports to the 

25. This amount is estimated by taking 1.5 percent of gross domestic product (the average for the 
period data is available [1988-1994] for the entire period in which GDP data are available [ 1962-1994]). This 
method of estimation comes up with total military spending for these years of about $37 billion. By the same 
method, Chile's military spending was $22 billion for the same period. Figures are from the World Bank's 
World Development Indicators (CD-ROM). 
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