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Abstract

The Post-Cold War changes in the international system and the general march of globalization
have led to a renewed interest in the optimal size of states. The most powerful theoretical models
for understanding state size have come from models of the political and economic geography
of cities. The classic Tiebout model has been used by a number of scholars to help understand
the optimal area for the provision of a single abstract public good. I argue here for the use of
the revision by Ostram, Tiebout, and Warren that emphasizes the polycentric nature of urban
governance. This analogy better captures the variations in optimal size that may characterize
different public goods. In so doing, it can help us better understand the simultaneous pressures for
fragmentation and integration that are likely to characterize the twenty-first century.
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The prominence of the city-state as a political form has ebbeticaved
through history. Smaller political units have found themselves sinaptarger
agglomerations in several waves of consolidation. The German prihegpahe
Italian city-states, and the warlords of China were dipgsed in an international
environment that demanded certain economies of scale (Spruyt, 1994). But
empires, too, have come and gone. Global conquest has proven beyond the grasp
of both the ruthlessly megalomaniacal and the rationally efficlempires are
prone to overreach (Doyle, 1986; Snyder, 1991). At some point, statésoget
large to maintain internal cohesion or to effectively defend tangfloorders. The
risings and fallings of city-states and empires suggests that thgdeenparticular
geographic, economic, political, and even normative constraints and oppastunitie
that determine the optimal size of states and that thesetraiats and
opportunities may change over time.

Interestingly, the most important theoretical work on the optisird of
states has emerged from the economics literature on the opimeaif cities and
the problems of local public finance. This approach has provided a usefui@a
lever, but | will argue here that it has not been used to itpdtential because of
two problematic assumptions: First, most of the theoreticahlitee on optimal
state size has focused on the appropriate size of a politicdburite exclusive
production and provision of a single abstract public good. | will ahgue that
understanding optimal state size in the public goods context requires
consideration of concrete rather than abstract goods and that thareuliple
public goods that must be considered. Second, consideration of multipteteonc
public goods points us to an area of the urban politics literaturenéisabeen
underappreciated in the analysis of optimal state size: thebpibgshat public
goods might be produced by different overlapping layers of governdinee.
payoff for a more nuanced view of multi-layered local politissa better
understanding of the dynamics of optimal state size that carubealpsolve the
seeming paradox of simultaneous movements towards globalization and
localization that we have witnessed over the past few decades.

In the 1970s a wave of scholarship on optimal state size develapad fr
the expectation that revolutions in communications and transportatioa wer
making the world smaller and would facilitate ever-larger tuistins of political
accountability and control. Rein Taagepera (1978), for example, studtedcal
empires and concluded that their size had been increasing expiindat the
past 5,000 years. Another advocate of this view posited a single world
government as the logical extrapolation of these trends and pceisctarival by
about the year 2300 (Carneiro, 1978).

More recently, significant questions have been raised about the taltima
effect of technological progress on optimal state size. The ltawegision of the
technologically-enabled state controlling its citizens with -@rewing prowess
was upended by the “Fax Revolution” that culminated in the trageafies
Tiananmen Square. Now, the Internet, cell-phones, and 500 channels d€ satell
television suggest even greater limits on the ability of states to contvohiaion
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and manage their citizens’ ideas and associations. These dynamsiesthe
possibility that technology and the enhanced mobility of labor andatanll
encourage the fragmentation of existing political communities.

In fact, the modern incentives for larger or smaller stae aie moving in
both directions. The possibility of institutions of governance simultangousl
getting larger and smaller is captured in James Rosenatdgnfégration”
neologism (Rosenau, 2003). As it has usually been applied, the local public
finance model is not well-suited to helping us understand these momaleco
pressures. Going further into that model to look at the layeredrrgovee of
metropolitan areas can help us untangle the changing dynamiqdirofal state
size in the twenty-first century. To make this argument, Ik sté&h a general
consideration of the problem of optimal state size, and show how the publi
finance model has been limited by its focus on a single public.goblde
development of multi-layered urban governance in the Los Angelespuoktan
region in the late 1950s serves as a jumping-off point to demontteatese of
the public finance model in a way that can more fully captureptbigical
economy of optimal state size in our current era. | then show boteraporary
changes in each of four major functional areas are affectinghtesmtives for
optimal state size in light of this multi-layered approach.

|. THE SIGNIFICANCE OF OPTIMAL STATE SIZE

The notion of optimal state size matters in at least two wayhe first place, if
there are concrete factors that affect the optimal sizgabés we will see real
world results as states that are above or below optimal dowebsin the
international system. If these factors change systematioa#r time, then we
should see periods in which larger or smaller states farévedjalbetter or worse.
These same factors may also lead to pressures for either idatisol or
fragmentation in states. Independence movements and imperial ambitibns
wax or wane depending on whether the underlying incentives push tcawged |
or smaller units. The pressures for war and rebellion will alsdriven by these
dynamics.

In addition to these direct and objective effects, theories about tineabpt
size of states are also important because the theories themsuabtivate
significant kinds of behaviors. Hitler (1971 [1925]) believed that Geymaas
too geographically restricted to achieve its full potential angued that
significant expansion was necessary if it was to become &l wower. At the
same time, Japan believed that it needed direct control over negaaairces
throughout Asia to sustain its economic growth (Barnhart, 1987). Throughout
history, empire builders have believed that large size was dptimaearly
American history, the drive for westward expansion was a ceheale. At the
outset of the twentieth century, the strategic vision of Alfred Mahan and Theeodor
Roosevelt pushed the United States to adopt a global scale.
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Likewise, ideas that support smaller state size will enceuttag efforts of
separatists and other independence movements. The belief thasttesl can
make it on their own is essential to the ambitions of Scottishnadists and the
Québécois. Neither the U.K. nor Canada are characterized yndisnal,
oppressive, or notably inept government. The motivation for these separatis
movements is a combination of nationalist fervor and a set of ileast the
relative benefits of going-it-alone for a smaller state in the intiema system.

Before turning to a systematic review of the broad factofsctifig
optimal state size, it is worth spending a little timeitrgout the evolution of the
state system in terms of state size over the past few centuries.

[I. STATE SIZE IN HISTORY

Throughout history, there have been significant changes in the nuntheizarof
states. Hendrik Spruyt (1994) has outlined the decline of citysstatethe
sixteenth and seventeenth centuries. From the late Middle Agesstatge were
better able to solve the commitment problems necessaryfémtieé trade than
small states. The consolidation of city-states into largeiomatates at the
beginning of the seventeenth century was a direct result oé ttigsamics.
Similarly, North and Thomas (1973) point to the emergence of nastatak as a
response to the rise of market economies and new military techesltat
increased the optimal size of states.

Figures 1 and 2 show the evolution of the state system ove@a#tdwo
centuries. In the hundred years leading up to World War |, theobittee state
system changed only incrementally, gradually doubling from rqughkénty-
three states in 1815 to some forty-five states by the beginnitigeafar. In the
years since World War | changes in the number of states bese more
significant. There have been three great waves of stateotreaimediately
following World War |, in the period of decolonization after World Warand
most recently following the end of the Cold War, with the breakfupe former
Soviet empire. The dominant trend of the past two centuries has been the addition
of new states to the system. There have been only two periosignificant
retrenchment. The period 1860 to 1875 saw the consolidation of the German and
Italian principalities into two large national states, and thesreduction in the
overall number from forty-six states in 1860 to thirty-three in 184k other
period of significant consolidation was the period from 1939 to 1945 when a
number of independent states were extinguished in the Nazi progtamitofial
expansion.
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FIGURE 1: The Number of States in the International System
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Source: Correlates of War Project (Singer, 19871@tates of War Project, 2004)

FIGURE 2: Changes in the Number of States in the International System
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Source: Correlates of War Project (Singer, 19871@tates of War Project, 2004)
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FIGURE 3: Mean and Median State Populations
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Source: Correlates of War Project (Singer, 19871@tates of War Project, 2004)

The increase in the number of states in the international system
important phenomenon. It is also important to look more directly atizleeo$
states. Without significant changes in land area, individual stetes gotten
dramatically bigger over the past two centuries through the hatymamics of
population growth. Nonetheless, the median state size has changed wnech m
slowly. Figure 3 shows the evolution of the average and median size of states over
this period.

Figures 1, 2, and 3 are about the past. The contemporary dynamics
suggested by Rosenau’s concept of “fragmegration” are not edpinrthese
charts. As we move into the third millennium we are witnesssiogr pressures
for devolution in stable major states in the international systamsider in this
regard the separatist movements in Quebec, Northern Italy, Cataland
Scotland. At the same time we are also seeing strong prefsucestain kinds
of integration in the international system: most dramatich#ymhovement toward
European integration, but also the development of regional trade zones and a
welter of new regimes governing other kinds of international transactions.
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[ll. THE OPTIMAL SIZE OF STATES

Robert Gilpin has argued that there is a natural equilibriumate size. Large
states have increased opportunities to take advantage of econorsgadecind
large resource bases. But with increased size it is incgbaslifficult to be sure
that individuals and groups receive satisfactory shares of argases in wealth,
and thus internal fragmentation begins to set in (Gilpin, 1981). Jodeqye!S
(1970) identifies this equilibrium as a trade-off between power aadtyo At the
end of the Middle Ages, states were able to increase theirrpiwneugh the
creation of empires, but this came at a cost in terms oftyoy&mnpires generate
enormous amounts of raw power, but lack a high degree of citizenylogatly-
states, at the other end of the scale, can generate a higk dégrézen loyalty,
but generally have lacked the resources to generate large reservenf pow

This dynamic has been formalized by both Mancur Olson and William
Riker, although in slightly different ways. For Olson (1965), theeesal
dynamic is that the increasing base of different prefererhbas require
satisfaction decreases the returns to individuals that mightwotleeaccrue from
the economies of scale in the provision of public goods. Riker’'s forimmilat
appears in his landmarkheory of Political Coalitiong1962). According to his
‘'size principle,” as the size of a political coalition incesmsthe returns to
individual members decrease. Thus, although states may try to secteair
overall size to increase aggregate wealth, at some point ttggnadabenefit to
individuals will begin to diminish.

IV. THE LOCAL PuBLIC FINANCE MODEL

The ebb and flow of both empires and city-states is often atttitiatambitious
leaders—Alexander the Great, Genghis Khan, Napoleon—or to intashital
innovations—The Roman or Achaemenid Persian Empires—or perhaps to
internal political battles—the collapse of the Ottoman and Frankispires.
However, the strongest theoretical material on the optimaldiztates comes
from the literature on urban politics and particularly on urban pubtiante
(Quigley and Smolensky, 1994).

In a seminal article published in 1956, Charles Tiebout postulated that
distinct urban communities would form around homogenous preferences for the
provision of public goods. People would naturally sort themselves out into
communities in which everyone shared a common perspective on the agipropri
level of public goods to be provided by government. Of course, in the
international system individuals have had only limited ability tongea
communities. But even with limited mobility, the Tiebout model inglibat
there will be an optimal size to political units based on the nafutiee specific
basket of public goods to be provided (Rogowski, 2000). The most significant
new work in this regard has been by Alberto Alesina and EnrmolaSre
(Alesina and Spolaore, 1996; Alesina and Spolaore, 1997; Alesiag 2000;
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Alesina and Spolaore, 2003), who use a public goods model to analyze the
optimal size and number of states.

Alesina and Spolaore’s model endogenizes the size of states, baen t
assumptions that government is costly, that preferences are geicghy
distributed, and that the quality of services is a function of geograjitance
from the center. In this model, the size and number of statebeniii equilibrium
when the individual living at the border is indifferent to changing stateasésl|
and insightful as these general models are, they do not get aidgenous
changes that actually determine optimal size. There ardimations to this
approach. In the first place, as usual for economists, the public dimaodel is
based on abstract and unspecified goods. To apply the conceptual insights of
public goods model to the real world, it is necessary to discusszireelevant
characteristics of the actual public goods that might plug into the equations.

In the second place, the Alesina/Spolaore model focuses on gugjla
abstract public good. There are, of course, a range of public gooddatest s
provide. The existence of multiple public goods raises the possithhtythere
are different optimal sizes for the different public goods. Whesvaalt public
goods are of different scales, there may be a need for diffeimad governing
units for the provision of different public goods. If this need is stemaugh, it
can offset the cost of governance and incentivize the creatioevofunits of
governance at larger and smaller scales. The existenaevafiety of public
goods with different optimal provision areas is suggestive of Ra&sena
fragmegration dynamic: some public goods with large optimal poovigreas
will be integrative, while other public goods with small optimal priovisareas
will be fragmenting.

There is a strong analog for this situation in the literature banupublic
finance. Vincent Ostrom, Charles Tiebout, and Robert Warren suggast961
article in theAmerican Political Science RevieWwat rather than thinking about
one all-inclusive urban government it is more appropriate to think about what they
call “polycentric political systems.” The driving force fomulti-layered
governance in this model is the diversity of public goods that wilbftenally
provided at different levels of aggregation. Robert Bish (1971) tiuss
perspective to argue that the complex and multi-layered naturerlmn
government is a rational response to the complexity of the problects s
institutions are called upon to address. Ostrom and Bish joined to@E#i8) to
apply the public choice perspective to the problem of urban reforrargued for
multilevel organization as against those who were advancing eittoze
consolidation or decentralization as one-size-fits-all solutiorieganany ills of
American cities in the late 1960s and early 1970s. Vincent Ostnahi-rances
Pennell Bish (1977) provided further empirical evidence for the lihkden task
complexity and multi-level organizational structure in an edited veluhat
compared the bureaucratic organization of urban services across eightesountri

At the international level the polycentric model is suggestive edléy
Bull's (1977) concept of “the new Medievalism.” European integrationomer
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processes of regional and international organization also point tynhentts of
polycentric international governance (Hooghe and Marks, 2001). A criticghtnsi
of the public goods model that is directly relevant here is the Iplitysiof
changed modes of production for public goods. In Ostrom, Tiebout, and V8arren
view the separation of the provision and production of public goods is @akriti
innovation for the efficient provision of public goods (1961, 838).

To understand the nature of these processes and their implications for
optimal state size, it is useful to delve more deeply into the urban paliasgy.
A particularly useful empirical example comes from the dynanof urban
change in Southern California in the 1950s.

The Lakewood Plan

In 1954 the city of Lakewood was incorporated in Los Angeles Codrftg.
Lakewood innovation was to incorporate a city that was too smalffictestly
produce its own public services. Instead, Lakewood contracted wi@otleaty of
Los Angeles for fire and police protection. In this way, the eit& (and
developers) of Lakewood were able to achieve the level of publicesrthey
desired without facing the higher tax rate that would haventadéect had
neighboring Long Beach annexed the Lakewood community. Public services were
produced by the level of government with the most efficient scale, whilsiclesi
about what level of services to actually provide were kept withe local
community. The institutionalization of the so-called ‘Lakewood Pled’ to a
wave of small urban incorporations in Southern California (Mill®81). Figures
4 and 5 show the division of Los Angeles County into cities before amdthé
Lakewood innovation.

The creation of small cities in the greater Los Angelesapelitan area
did not come about because of some fundamental change in prefetetmas.
place because of a change in the institutional and regulatory eneinbrihat
gave cities an external source for public goods that they odeeneuld not have
obtained as independent cities (Miller, 1981). Public goods were produtiesl at
level of government roughly appropriate to their scale and then purchased by local
governments according to citizen demand. City governments could choose
whether to provide services through county contracting or to produseiviees
themselves.
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FIGURE 4: Cities in Los Angeles County prior to 1955
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FIGURE 5: Cities in Los Angeles County — 1965
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The ability of small cities to optimize preference homoggndiy
contracting for the public goods that would otherwise require producyitardper
metropolitan units parallels a similar dynamic at the inteynat level.
Traditional state functions have militated against very sntalé sizes. Several
important contemporary dynamics are pushing toward a more polgcgydtem
of governance that essentially allows smaller states to cofdrathe provision of
services that require larger units for efficient production.

V. FROM LAKEWOOD TO LIECHTENSTEIN : THE FUNCTIONAL BASIS OF
STATE SIZE

Although there are many factors that can influence the optimaladiparticular
countries, | will suggest here that there are four particulartical functional
issue areas that can strongly affect optimal state sae mroadly across the
international system. These are economics, national sedmuityan rights, and
historical identity. In three of these four areas we are clyremtnessing
dramatic changes in the international system. Because of thesges, the
twenty-first century may be an era for significant reductiansptimal state size.
The most important of these changes has been in the area of economics.

A. The Economics of Optimal State Size

1. International Trade and State Size

As argued by Spruyt (1994) and by North and Thomas (1973), the cotisalida
of nation-states came about in large part because of the eicohenefits that
accrued to size in the late Middle Ages. This incentive straidtas persisted for
several centuries. One of the central motivations for the ereafithe American
federal system after the experiences under the Articl€onfederation was the
desire to eliminate tariffs between the states. The conenudsase—which some
have called the most important clause of the constitution—eXplibhibits the
American states from restricting trade between them. Oduerdl systems have
followed this model in their constitutions—Canada, Brazil, and Auatréir
example. Large states can create unified market areas hdthnstitutional
framework necessary for trade: a single currency; stan@ardieasures; uniform
contract law and enforcement mechanisms to ensure the crgdibiiit
commitments; and no tariffs.

In a world of trade barriers between nations, size is impoxagudrantee
adequate resources and markets for a robust economy. But our world is
increasingly one without trade barriers. This is true botheagtobal level, where
the GATT/WTO regime has significantly reduced tariffs, andi@aarly at the
regional level, where the European Union, Mercosur, and NAFTA are loggom
increasingly significant as free trade zones. Without tradeebs small states
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can reap the benefits of preference homogeneity presumed in Tielooles,
without giving up the significant gains of being part of a largading area.
Alesina, Spolaore, and Wacziarg (2000) push the Alesina and Spolaoretmodel
make precisely this point formally and empirically. They show tia benefits of
trade openness encourage the survival and growth of small statebuandaty
contribute to the disintegration of large political units.

The European Union is the most important example of this dynamic. The
European states are moving to eliminate the internal bordergesiaict the
movement of goods and people. Citizens of the European states now itawel w
common passport and for the most part use a common currency. Snaalkreg
that are pressing for greater autonomy, such as Northern @atgJonia, and
Scotland, would likely face no significant change in their internatitrading
relationships if they succeeded in their efforts to sededessence, the provision
of the public goods required for robust economic activity is incregsprglvided
by the European Union. States no longer have to worry about beiegelaoggh
to ensure an optimal variety of internal trading opportunities and dhenon
legal framework for its support.

As the costs of transportation and of moving money and assets dscrease
and as free-trade rules in both services and goods proliferaa#,cemmunities
can increasingly compete for wealthy corporate and individualenets. In the
international legal environment, individuals and corporations have no formal
standing. They rely on states to advance their claims and eetiseir fair
treatment. In the nineteenth and twentieth centuries it wasuhédphave global
powers like England or the United States playing that role for pomore
legalized international environment makes small states and bég sigual before
the law. As legalization progresses, smaller states wildlile to protect the
interests of their corporate citizens as effectively agelatates. The continuing
evolution of standards for free trade decreases the need fostatge to provide
protection. For example, small states have the same lebtd hgfore the World
Trade Organization as do large states. As evidence of the pbiteipiet of these
developments consider the fact that Liechtenstein has 75,000 corporations and
just 22,000 citizens (Dept. of State, 2004).

2. Resources and Optimal State Size

Free trade also eliminates some of the most important linksebetwize and
economic resources. If states are assured that they candrdle fesources they
need, there is considerably less incentive to maintain those resautbin their
own borders. Global market systems ensure that resource pricegemain
similar regardless of state size. For example, a credivle af free trade would
have significantly changed the argument within Japan about the imporéanc
controlling resources in the period leading up to World War 1l (Barnhart, 1987).
There is a class of resources for which size will stiltteraand those are
commons resources such as clean air, ocean fisheries, and the like. Reguthtion a

Published by The Berkeley Electronic Press, 2009 11



New Global Studies, Vol. 3[2009], Iss. 1, Art. 1

coordination to prevent the overuse of such resources will require &itige
states or the creation of regional or global regimes. Thusxéonge, the 37 U.S.
states east of the Rockies have banded together to ask the ERdudber
regional standards on acid rain (Environmental Protection Agettfy7). No
state has an incentive by itself to impose tougher restrictiomss that would
only drive businesses to neighboring states where they would dirgotheon
air just as much. A larger unit is needed to prevent over-uidizatf the common
resource. Once such a mechanism is put in place small states can betias etfe
keeping their air clean as the large states that contra wiothe factories that
impact the environment.

Many issues involving common resources are already on a scaéle tha
surpasses the current nation-state. While they are still ingady stages, we are
seeing increasing attempts to create environmental regitmibe aegional and
global level. These efforts are difficult, of course, becausefalie actors will
have incentives to understate their demand for public goods in the hgtes t
others will step up to the plate. The Kyoto accords on global warma@ra
object lesson in the difficulty of apportioning responsibility for pulgmods
provision. Nonetheless, there has been considerable growth in envirohmenta
regimes to take on these responsibilities. As these regimesbemore robust
the benefits of large size for individual states will declinde Tcreation of
multiple levels of global governance—of a polycentric internati@ystem—
increases the economic viability of smaller states.

Of course, economic vitality is for naught if a state cannotndefés
political independence and territorial integrity. We turn, therefaréhé second
critical functional issue for state size: the provision of national defense.

B. National Security and Optimal State Size

The provision of national security is one of the most discussed beokefdsye

state size. Michael Mann (1986) argues that military sgcwas very nearly the
sole function of states for some seven centuries prior to thvalaofithe modern
state at the beginning of the nineteenth century. For most of itlemmum just

past, the best evidence is that military expenditures accotortedme 70 — 90
percent of national budgets.

A more peaceful world would be one in which optimal state rsiggt be
significantly reduced. The safer the world is, the less tomamies of scale of
military power will play a role. If the expansion of democraog trade make the
world more peaceful, as many have argued, the optimal sizeatet snay be
reduced (Angell, 1910; Rosecrance, 1986; Mueller, 1989; Russett, 1993).
Likewise, the possibility that there are strengthening nomgagat conquest and
annexation would provide a measure of safety for smaller states (Fazal, 2007)

Unfortunately, the terrorist attacks of September 11, 2001 and subsequent
wars in Afghanistan and Iraq remind us that the use of violeng f@mains an
integral part of the international system. The Russian invasi@eofgia in the
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summer of 2008 was a further demonstration of the enduring relevasize dbr

the military security of small states with large neighbd@st, even with the
persistence of war, the incentives for state size mayckalhge. The relationship
between size and power is not obviously unidirectional. Optimal sizéh&r
purposes of security depends on the technologies of militarynskefeThe
technological balance between offensive and defensive capabilidag gbint in
history is one clear factor. But more subtle variations may cauweldl. Does the
technology of mobility and communication allow large open spaces to be
effectively defended, or is defense best organized around smigicédions?
Can extensive borders be defended? Kenneth Waltz has argued tmnéral
benefits of nuclear proliferation because of the defensive advathagewill
accrue to states that possess even a small number of nucigamedSagan and
Waltz, 1995). The spread of effective deterrent weapons would decdwple t
relationship between size and security—although as Sagan points ouithoot w
other potentially dramatic costs (Sagan and Waltz, 1995).

The contract cities model points to other possibilities in thatiogiship
between security issues and optimal state size, as well. tinupan;, the optimal
size of states may be reduced if states can “contracti otier entities for
national security. Up until the late eighteenth century, staiakl degitimately
hire mercenary armies (Thomson, 1994). This system gave advattagesithy
states regardless of their size. The innovation oflekiée en massafter the
French Revolution and the delegitimization of non-national soldierghe
nineteenth century significantly changed this equation (Thomson, 1994). In the
modern era, the notion of collective defense raises new possgbditifunctional
contracting for even this most essential duty of sovereigntyth&@alegree that
regional military organizations can provide for regional secutitg size of the
units within the region becomes increasingly irrelevant. Thus,ubeess of the
NATO umbrella decreases the costs for the creation of nate shits within
NATO.

A recent example of contract security is provided by the @df War. In
that conflict, one group of states provided the financing for the gainst Iraq,
while a different group of countries provided the security. The taist of the
war to the United States was estimated at 61 billion dollaf-fBur billion
dollars was pledged against that amount by other countries (Cmanait Ways
and Means, 1991, 26-33). Although Kuwait provided over sixteen billion dollars
to fund the war effort, the contributions of Kuwait's own militaordes in the
recovery of Kuwaiti territory were relatively minor — som@00 troops and fifty
jets (Miller, 1994). The division between financial and matenglpsrt for the
allied cause in that conflict is illustrated in Table 1.

As with the environmental issues discussed above, the difficulty in
providing national security as a contract service is that nsanyrity problems
affect large areas, and thus are public goods among states. Indstabes! will
have an incentive to understate their preference for the provisioacuofity.
Without a system of taxation or dues assessment, it will bieudifto reach the
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Table 1: Major Contributors to the UN Effort in the First Gulf War

Country Ground Reimbursements Casualties
Troops (millions $)
United States 330,000 148
Egypt 35,000 14
Britain 25,000 20
Bangladesh 6,000
UAE 10,000 4,087
Kuwait 7,000 16,006
Morocco 1,500
Saudi Arabia 45,000 16,839
Pakistan 5,000
Syria 20,000
France 10,000 2
Germany 6,572
Japan 10,072
Korea 355
Other 21
Totals 494,500 53,952 184

Note: This table lists monetary and in-kind contitibns to offset U.S. costs and
ground troops. | have not listed contributions ofand naval forces. There were

also significant donations to the frontline statesoffset economic losses in the
conflict. Sources: Troop numbers are from Mill&®94). Financial pledges are

fromthe U.S. House of Representati(1991.

socially optimal level of security in a more decentralizgstesm. Still, either the
reduction of security threats through the expansion of trade, deryp@ad
international organization (Russett and Oneal, 2001), or the continuing
willingness of the United States to provide a significant parhisfgublic good,

will allow smaller political units to exist without overbearing setyucbncerns.

C. Human Rights and State Size

A third functional issue for which size matters is human rightaditional
political theory has held that democracy and the protection of indivicheadoms
requires a small state size (Dahl and Tufte, 1973). But theedessecure rights
for others has led to pressures for larger state size. Soradhmeynamic is just
an instrumental logic for ambitious politicians. Political entegpuurs who want
to govern larger areas create nationalist images—'imagiopununities’ to use
Benedict Anderson’s phrase—to pull together previously disparate girttopa
single nation (Anderson, 1991).

Regardless of whether these issues are instrumental or asseitticlear
that in the past states have used human rights issues as fobasnceptualizing
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their optimal size. Many states attempt to maintain a $iae dllows them to
protect nationals, co-religionists, or other groups from politicasqmition in
neighboring countries. While it is odd to talk about Hitler in the exdndf human
rights, the expansionary goals of the Third Reich are illinstraHitler was able
to use the plight of German minorities in neighboring countries pietext for
expansion. While this may have been a purely strategic ploy guattist clearly
played a significant role in legitimizing his plans at homeogMy, 1969). A
more traditional example would be the refusal of the North to ah@nSouth to
secede over the issue of slavery, and then the application oflfpdesex's in the
service of the civil rights agenda in the second half of the twentieth century.

In this regard, the most important potential change in the tweasty-fi
century is the continued expansion of liberal democracy (Huntington, 1991;
Gaubatz, 1996). The protection of minority rights in liberal democracies desrea
the irredentist incentives to control large areas in order to protecligiomests or
ethnic kin.

This dynamic can be seen in the breakup of the Soviet empire. Gime of
most significant sources of tension for ethnically-based secestsmovements
was the fact that the creation of smaller states could tajority group members
into minorities, as happened, for example to ethnic Russians inaltie &ates.
Liberal democracy with protections for minority rights can rediheeresistance
to separation. Russians would have been less nervous about the breakaway
republics if they had believed that the rights of now-minority etiRussians
would be assured in the new states.

Once again, the most dramatic example of this phenomenon is the
European Union. Individual European states need not fully encompasdisnan e
group because minority groups not only have similar legal protectaraossathe
liberal democracies of Europe, but have recourse to pan-European hghtan
institutions.

The functional or demand-side dynamic of human rights is matohed
supply-side dynamic. As suggested at the very beginning of #ay,esmbitious
political leaders are often at the forefront of the push foe stapansion. As
Bueno de Mesquita and his coauthors (2003) arguehen Logic of Political
Survival democratic leaders have to be more responsive to the needs and
concerns of a large part of their population. Territorial expansiem @forks best
for the elite minority that can extract concentrated benkfita conquered lands.
States that are responsive to the interests of larger groupgpoirered citizens
are less likely to pursue expansion that does not promise broadtbendhe
national interest.

D. The Historical Basis for State Size

The final functional incentive for size is historical traditione Wan describe
historical tradition as a “function” of states if we think ofag the provision of
historical identity. Traditional national boundaries and collective itienthave
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been a strong determinant of the continuing size of states. Theneeistf past
empires and perceived glories remains a potent force influenbmgite of
states. States have the borders they do because of histoddariea The fact or
perception that smaller sizes might be more optimal has to cemageainst the
pull of history. Two contemporary examples are illustrative: Kosovo and Tibet.

In the case of Kosovo, Serbian nationalists had little apparetdriaia
interest in holding on to Kosovo — a region with a population that ighass10
percent ethnic Serbian. But Kosovo is traditionally seen as thieplaice of
Serbian nationalism and the retention of Serbian control was aalcesriet of
Slobodan Milosevic’s rule.

Tibet provides a similar example. Unlike Taiwan and Hong Kong, the
retention of control over Tibet probably does relatively little @hinese security
or wealth. The ethnic Chinese who live there do so largely becduke Chinese
occupation of Tibet and have only recently developed economic and peresnal t
to the region. In the face of the large domestic and internatooss of the
continued occupation there is little apparent material benefit tootlomy Tibet.
Nonetheless, the Chinese leadership is convinced that the maximamcaist
reach of Chinese governance defines the proper geographic bounolaGésni.
Given the overlapping nature of former empires, this is a farfarl boundary
determination that would prove disastrous if widely adopted.

If my arguments about the declining benefits of size for economic,
security, and human rights functions are accurate, then histwadélon will be
left as the primary incentive for the maintenance of largestaihe immutability
of these traditional identities should not, however, be overstated. Regimha
local political entrepreneurs are increasingly willing teeoftilternative identities:
Scottish rather than British, Québécois rather than Canadian hapgseeven
Texan, Hawaiian, or Alaskan rather than American (Verhovek, 1997 kalas
Independence Party, 2008; Elsworth, 2008).

VI. THE LIMITS OF THE CONTRACT CITY

The contract city model suggests a useful analog for understaraitey & the
dynamics of overlapping levels of governance in a globalizing wdnhile the
idea of localizing governance and allowing citizens with sharecenenetes to
join together in governing arrangements sounds attractive on éstfeccontract
city model is not without important limitations, and these shouldesess a
warning about issues that might be faced in the international ¢cagexell. A
recent school of thought in the urban politics literature, “th& regionalism,”
has taken a more careful look at the multiple overlapping layertoaai
governance and argues that there are processes of both competition and
cooperation within and amongst different layers of government anmdaevenge
of non-governmental entities (Feiock, 2004). The new regionalismmeajzands
the focus of inquiry beyond economic efficiency to also look at rin@act of
layered governance on equality, civic participation, and the quality of daayocr
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In this regard, it is useful to return to the Lakewood Plan incoriposain
Los Angeles County and consider the aptly named cities of Industry and
Commerce. In these two cases, small groups of corporate propereys were
able to create cities that consolidated high tax-base properaesommunity that
could have very low tax rates by excluding most of the surrounding pigou bt
both Commerce and Industry sales taxes were adequate to th#ouities to
eliminate property taxes altogether. As originally drawn, the baoilesdaf
Industry did not include the requisite minimum of 500 people, so the hoate
redrawn to include a mental institution with 169 patients. The Citgdafstry did
eventually annex several neighboring areas to triple in sizehéyopulation has
only grown to 777 people (Los Angeles Almanac, 2005). Thanks to a prohibition
on new residential housing, all of the city residents live in housinly before
city incorporation in 1957 (Los Angeles Almanac, 2005). The offisigbsite of
the City of Industry notably downplays the city population, choosinga&dste
list the entire population of the San Gabriel Valley (1.7 milliamj &he fact that
80,000 people are employed within the city boundaries (City of Industry, 2005).

The incentives for the creation of these somewhat artificialnoamities
are not hard to see. The City of Industry’s per capita assessed valualtierime
of incorporation was $41,865 compared to the county median of $1,918 (Miller,
1981). Avoiding property taxes was a major benefit. In generabepty owners
were largely able to avoid the expenses of social welfare ppavasid maintain
their own minimum desired public services at a low assessaatxelative to
their more service intensive neighbors.

At the international level, the analogy of urban incorporations stgyges
that fragmentation will come not just from dissatisfied and digadged
minority groups and traditional ethnic enclaves, but also fromtinerlregions
that, like the cities of Commerce and Industry, believe theylmagble to create
privileged communities that can avoid the heavy costs of soeiéne programs
for their less well-developed neighbors. Here we return to tlaengbe of
Lichtenstein with its 75,000 corporations and 22,000 citizens. Like other so
called “off-shore” tax havens, it has been able to attract $kets even if not
always the physical residence of wealthy citizens from a number of tales.s

The polycentric nature of governance means, importantly, that this
fragmentation comes with more rather than less interdependeriee cities of
Commerce and Industry are dependent on their surrounding communities for
workers, markets, and services. So too, as | have argued abover Stads
will be more likely to emerge in the context of interdependgygtems of
production for public goods like free-trade, defense, and environmental
protection.

There is an important political side to the contract city stsywell.
County bureaucrats and county fire and police unions worked hard totrraike
services to small localities. The public service unions part@ipdirectly in the
organizing efforts to legally incorporate the small citiest thauld then be
dependent on county service provision. County politicians also pushed to
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maintain below cost pricing so that large urban areas that providéaeforown
policing, fire protection, and other services had to subsidize th# sities that
relied on contracted services (Miller, 1981).

VII. CONCLUSIONS: GLOBALIZATION AND OPTIMAL STATE SIZE IN THE
TWENTY -FIRST CENTURY

The number of states in the international system has not be@e sver time.

The basic shape of the current state system was largely tpehera the
consolidations of the eighteenth and nineteenth centuries and therdkeaof

the colonial and Soviet systems in the late twentieth centurye T®i@o reason to
believe the current system is immune to continued and possibly drtaschatige.

Few would have predicted twenty-five years ago that Scotland wousib@o
achieve parliamentary independence in the United Kingdom, or theutbpean
Union would be using a common currency and would include former members of
the Soviet Empire.

In their consideration of optimal state size, Dahl and Tufte (1978)ada
that the high degree of variation in the size of states stsggyghe need for
significant caution in addressing the optimal size of stateseThidralways be
idiosyncrasies that affect optimal size for any given statgural defensive
boundaries and communications barriers such as mountain ranges arg] theza
distribution of ethnic groupings, accidents of history, and the like. Bu¢ e
also larger factors that change over time.

In three critical functional areas—economics, national secudhd
human rights—the incentives for large state size are diminishimg creation of
regional and global regimes to provide services that require é&rgeomies of
scale creates an environment in which the most fundamental trexiadf
political organization can now gravitate to a lower level. If stiekiness of
historically enshrined boundaries can be overcome, we can expesetitg-first
century to be a period of increasing fragmentation within theegoraf an
increasingly polycentric international system.

The dynamics of integration and fragmentation are intimatetyected:
the development of institutions and norms at the international level can change the
politics and economics for the provision of critical public goods. Wheaioe
public goods such as security and the enforcement of open tradingauldse
provided on a more global scale, there will be considerable preksutbe
fragmentation of political institutions in the remaining aredgovernance. By
this logic, we are likely to see a continued devolution of power todtienal,
and even the local level, as this century unfolds.
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