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The Military System of Democracies I: Man and Society

A leader without either interest in or knowledge of the history and theory of warfare — the intellectual concept of his profession —is a leader in appearance only.
... after all, an officer’s principal weapon is his mind.
ALFRED M. GRAY (1989 / 1995, p. 67)

One of Machiavelli’'s assumptions, although it is never clearly articulated, is that an army tends to reflect the quality of the civil society of which it is a part.
NEAL WooD (1965, p. LXXII)

The Fundamental Restriction and Its Impact on Human Existence

The |
fundamental
restriction of

| human life

(1) The human mind with its mental capacities like rational
thinking — developing a life concept and acting accordingly
— and communication evolved during the evolution of man
I because it improved the chance of survival.

(2) In particular, the mind facilitates the two main types of
actions, cooperation and conflict (refer below), by offering
the possibility to “put oneself in the shoes of the other party”
— partners and opponents alike.

(3) The human mind is irrevocably tied to a biologicalI
body. This represents the fundamental restriction of hu- |
man existence. I
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(2) To offer the best chance of survival and  (3) Body and mind are continuously exposed (4) Perceptions of oneself, of others, the

restriction I:  three phases: A period to grow up — focusing  reproduction, each biological body possesses  to evolution. Consequently, men differ in skin ~ environment and of actions must remain
Bounded on learning —, a period of maturity in which  a genetic code facilitating the choice of ac- colors, body shapes, habits etc. These subjective. The memory of the past is
rationality, skills are in their prime and a period of decay  tions. The driving force behind this behavior  differences offer advantages or incomplete, too. Thus, there is no objective
self-interest, - ending in death. code can be called “self-interest”. disadvantages in specific environments. truth feasible, only a “fuzzy consensus”.
scarcity and |
others

(7) Finally, the restriction and the implications are responsible for the differentiation of various |
sciences analyzing the challenges to human existence and developing means to diminish their I
impact. For example, philosophy is looking for principles to live a life that is not only morally

justified, but also offers minimum regret. In physics solutions are developed how the forces of |
the environment can be used to the best advantage. I

(6) To realize goals, persons or resources
have to change their location. In general, the
range of these movements is limited to Earth
resulting in a scarcity of resources
available.

(5) The human body needs periods of
regeneration. In addition, the body functions
consume a specific amount of energy. Most of

@ it is covered by nutrition.
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| Implications of

the fundamental (1) The restriction and its implications force humans to engage in  (2) Cooperation: The parties involved share some com- (3) Conflict: In regard to the outcome of an issue, the

restriction Il:  two basic types of relations: Cooperation and conflict. For exam-  mon interest. While this shapes the corresponding situa- parties perceive themselves as opponents — every option
| Coordination ple, acquiring and training social skills requires the support of the tion, a coordination effort is still needed because of miss- available to solve the issue seems to imply that only one
design in family. In contrast, scarcity always implies a conflict because the  ing information, differences in preferences or diverging __ ___ side receives benefits (the winner) while the other is
cooperation (different options to use the resource exclude each other. incentives to participate due to differing cost structures. I,"-’-\forced to accept a reduction in its welfare (the loser).
I and conflict S I
| |

| (4) In reality, the borders between conflict and cooperation are blurred: As an example of a conflict featuring elements of cooperation, consider the case of soldiers preferring to fight in a war [

| where the rules for the treatment of captives are respected. Analogously, a cooperation offering mutual benefits may not be realized because the incentive to shirk is simply too strong and no
counter design can be established or enforced. For a more detailed explanation, refer to schema XXX providing an overview of information economics.
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The role of

(1) The organization of individuals in societies represents the main
societies

instrument to counter the fundamental restriction and its
implications: First stages in the development of societies were the
horde and later the clan. As history progressed, societies gained in
complexity. The main function of societies lies in offering institutions
to facilitate the coordination in cooperation and conflict: These
designs make even relations possible between players who remain
nearly anonymous — be it for social interactions, exchange
transactions, production benefitting from a division of labor
arrangement or for insurance purposes. Thus, advanced societies
can produce greater opportunities for the individual than the family
mainly restricted by blood ties.

(2) As pointed out by ARTHUR SCHOPENHAUER in his parable of the
hedgehogs, a society always faces the following coordination
dilemma: Its members need each other to tackle the fundamental
restriction and its implications. But this dependence also limits
their freedom.

(4) In reaction to the hedgehog dilemma, a society |
must determine the sustainable level of freedom for |
each of its members. As a binding agreement, a so-
called (ex- or implicit) social contract has to be
established: It determines the frontier of individual
freedom by offering a moral justification of actions.
l.e., a single act can not only be justified as rational
by its originator. In addition, the perspective of the
other members is incorporated by explaining why
they should not oppose this specific action.

(3) Freedom is the right to life in accordance with a self-deter-
mined life concept. Ex. g., total freedom to one person would call
for a social order with all people acting and scarce resources used
only in accordance with the life concept of this person — leading
to a collision with the freedom of all others.

History as a
field of

experiment for

(1) History did see a significant number of different designs of the social contract — either as
theoretical proposals or as actual guidelines for real societies. Adopting a simplifying perspec-

the best design tive, the following design types can be differentiated: a) Anarchy — each individual seeks to ma-

of social
contracts

__________Kj________

Spectrum of
coordination
designs in
conflict and
cooperation

ximize their freedom. b) God-kings — society is focused on achieving total freedom for only one
person. ¢) The reign of a single class — a group maximizes its freedom at the expense of other
groups and this claim is “justified” by race, religion, success, birth etc. d) Socialism — society
pursues an approach of rigorous equality (<>equal rights) in socio-economic settings. Thus, all
members are only allowed to realize the same standard of living (despite being engaged in an
economy seeking to optimize division of labor) or there is only one standard life concept for
each member permissible — the latter's archetype: The Spartan society. e) Democracy — each
of its members enjoys equal rights, may pursue their individual life concept and can (directly
or indirectly) participate in the ongoing process of revising the social contract.
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(2) The rise and fall of empires like Rome, ancient China or the imperialist European powers
provides several insights: a) Every society has the potential to become an economic success
story. b) Because of the fundamental restriction, each individual must develop their own under- |
standing of life concepts and of the different society designs available. Thus, there cannot be a
thing like the HEGELIAN “Weltgeist’, i.e., a linear development of societies through time towards |
an optimal state like the FUKUYAMAIAN “end of history”. For example, after the 4" century the [
knowledge of how to build an aqueduct became lost in Europe and it took Italy more than 1'400
years to regain the GDP (Gross Domestic Product) per capita level it did enjoy in 100 AD. c) |
Nonetheless, the option to communicate vital experiences, theoretical insights or skills by “oral I
tradition” or by media like writings makes the repetition of major faults or flaws in society design
less likely — or in the words of Prussia’s king FREDERICK II: “The lifetime of one man is not long |
enough to enable him to acquire knowledge and experience. Theory helps to supplement it ...” I

(1) Designs discriminating groups as well as designs pursuing socio-economic equality have I
failed so far — in particular, after their inferior performance became too visible to the population |
in comparison to contemporary alternatives. What are the reasons for this general |
assessment? First, discriminating societies are not able to fully mobilize their potential for an

optimized division of labor economy. Second, they bear high costs to secure their unjust social |
order. |

(2) The success of the economic reforms in China illustrates why societies pursuing socio-eco-
nomic equality fail. Such societies do not reduce self-interest to morally justified levels, but they
seek to destroy it. So the major incentive to produce an excellent output is lost: Why invest out-
standing effort if this does not increase the access to resources the individuals consider vital for
the realization of their (self-determined) life concepts? ADAM SMITH: “It is not from the benevo-
lence of the butcher ... that we expect our dinner, but from their regard to their own interest.” I
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The most
convincing
design so far:
Social Market
Democracy

(1) Democracies featuring social market
economies are arguably so successful
because they achieve a workable com-
promise between the forces shaping the
performance of society’s performance.

(2) Social market democracies reward risky innovation and effort. They also significantly weaken the incentive to discriminate. Instead they promote |
the participation in — often transparent — competitions for scarce resources. They also offer insurance against risks or stress the importance of
(public) support for education or subventions. Overall, the design provides a convincing moral legitimation for a specific level of sustainable |
freedom that generally forwards private property. However, social market democracies are no paradise and they face severe challenges. The next |
schemata describe the main features of their social contracts to explain why the security dimension represents a vital subsystem of democracies.
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A Socio-Historical Perspective on Society Design
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The Military System of Democracies Il: The Social Contract

Even if a people were not forced by internal discord to submit to public laws, war would compel them to do so ... Now the republican constitution is the only one
entirely fitting to the rights of man. But it is the most difficult to establish and even harder to preserve, so that many say a republic would have to be a nation of
angels, because men with their selfish inclinations are not capable of a constitution of such sublime form. ... The problem of organizing a state, however hard it may
seem, can be solved even for a race of devils, if only they are intelligent. The problem is: “Given a multitude of rational beings requiring universal laws for their
preservation, but each of whom is secretly inclined to exempt himself from them, to establish a constitution in such a way that, although their private intentions
conflict, they check each other, with the result that their public conduct is the same as if they had no such intentions.” A problem like this must be capable of solution;
it does not require that we know how to attain the moral improvement of men but only that we should know the mechanism of nature in order to use iton men ... A

good constitution is not to be expected from morality, but, conversely, a good moral condition of a people is to be expected only under a good constitution.
IMMANUEL KANT (1795), www.constitution.org

The Social Contract — General Overview and the Struggle for the Constitutional Principles of Democracies

The main |

| . .
components (1) As already stated above, only a fuzzy and temporal consensus about the social contract is (2) The main parts of the contract's content are the (general) constitutional principles — |

(5) The locus of specifications: Because the social contract should be binding to all members of a society, centralized media must publish its official status quo or updates. Which medium |
should be chosen, depends on the relevance of the respective rule. Relevance is determined by the rule’s regional impact, its generality in application and the anticipated time the regulation will be

in force. The most important media — to explicitly communicate content and application fields of the social contract — represent the constitution, the laws and official governmental degrees. |
More informal guidelines — including the vital feedback about the contract’s performance or frictions at the “grass root level” — are delegated to culture which belongs to the social system of |

0 societies. ]

] ofsocial feasible due to the fundamental restriction and its implications. That is why the social contracts 3 g — A s L Ao
contracts of social market democracies are not only constituted in one moment of history, but must be enndig moral!yjustlﬁed Ie_v ?I of_free_dom every |n_d|V|d_uaI enjoys n a somet){ a L) |

| maintained and revised as well. In consequence, a social contract features the following four (Chile rulgs applymg'to CIeCli §|tuat|ons. oI |der]t|ﬁed, (':onstltutlonal PIEIPES 6F I

| components — content, fields of application, organization, and locus of specification. et ulfes e hiltvte nishiss o galln e szl 7 el D),

I l

| (3) Fields of application: Certain activities are exempted from the contract — for ex-  (4) An organization must apply the social contract to society’s various activities — ranging from daily bu- I

ample, simulated breaches are allowed in entertainment for this sharpens the under-  siness to projects affecting several generations like AlpTransit. This is the sphere of the state with sub- |

| standing of ethics. Or a love relationship between adults with its sexual implications is  organizations like politics, bureaucracy, law and law enforcement. The state’s organization may either

I primarily a privacy matter. Still, there are limitations — games promoting perverse  prefer centralized approaches - this offers standardization benefits and avoids costly “double structures”

I ideals like torture or a destructive love relationship often force public intervention. — or decentralized solutions (stressing heterogeneous local preferences and information advantages). |

! |

|

|

|

|

r
Constitutional
1 principles for (1) The struggle for the constitutional principles determining the sustainable level of  (2) Should a democracy pursue the “maximization of general happiness” for its members? This |

] democracies I:  freedom for the members as well as the other elements of the social contractis as old  guideline has its origin in EPICUREAN philosophy and forms the foundation of all UTILITARIAN approaches |
Utilitarian as democracy itself. Its beginnings lie in ancient Greece 2500 years ago. However, it  which evolved in the wake of the age of enlightenment. But because this principle can be misused to
| Approaches  took alone over 2300 years to enforce the prohibition of slavery in derpocracies. Thus, justify, e.g., cannibalism — the pleasure of the cannibals then compensates for the suffering of their |
| the following overview focusses on the insights achieved since the 18" century. victims — philosophers like VILFREDO PARETO already started to look for refinements in the 19" century. |
| |
3) But the corresponding propositions like JOHN S. MILL’S “... the only purpose for which power can A ] q q ]
| be rightfully exercised over anv member of a civilized community. against his will. is to prevent (4) First, the use of scarce resources always results in the reduction of options available to
I © nghtiuly Exercised over any member of a Civillzed C unity, ag ) 1S 10 preve persons of current or future generations who will not (directly or indirectly) benefit from the
harm to others.” or Pareto efficiency — claiming a resource allocation to be optimal when the e X .
I . . " s specific act. In other words: In scenarios where scarce resources are to be allocated,
I welfare position of one person can only be improved by reducing the position of another individual . . o ;
— face their own issues when it comes to substantiate their relevance in realistic settings. RETTITE) G E SRRy e 1Sl PESIE: ©F i EI et e ErErEe, |
! |
I (5) Second, the fundamental restriction confronts the assessment of welfare  (6) Third, even if it is possible to determine all the changes in welfare positions arising from one specific action, the |
| improvements or of welfare reductions with an information issue which can  guideline of Pareto optimality would then call for a system of side payments to compensate the “losers” — otherwise I
I be described as the ALEXANDER-PARMENION-problem: “If | were Alexander, |  the latter could veto the corresponding activities. This is neither feasible nor helpful in a world where time is often a
would accept the terms.” — “So would |, if | were Parmenion.” Thus, judging  critical input in economic activities. Schema XXX will show that social market economies use a “short-cut’ to |
the preferences of others must principally remain a subjective affair. morally justify transactions involving scarce resources by focusing on the most important stakeholders.
@ p principaily / |
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| Constitutional
principles for s this information issue exaggerated because communication and observing (credible 2) It seems MILL himself is aware of the Utilitarian shortcomings because he also discusses
] principles f 1) Is this inf tion i ted b icati d observi dibl I MiLL himself i f the Utilitarian sh ings b he also di I
democracies Il: actions revealing the others’ preferences diminish its impact? This is less likely as the credibility of ~ why the Golden Rule (= GR) of the Sermon on the Mount (“Therefore whatever you desire |
1 Kant’'s players in market economies is often connected to the “dollar votes” they are willing to sacrifice  for men to do to you, you shall also do to them.”) represents a convincing moral criterion. But |
| Categorical  for a specific resource / project. Thus, 40 percent of the current world population — forced to live on  he fails to see its relation to KanT’s Categorical Imperative (= Cl): “Act only according to that
I Imperative two dollars per day or less — lack credible options to participate in a globalized economy. maxim whereby you can, at the same time, will that it should become a universal law.” |
|
I (3) First, both maxims represent moral criteria for democracies because the sustainable le-  (4) However, the GR is only an incomplete version of the CI: The GR focusses on those activities |
| vel of individual freedom is determined by a perspective balancing the self-interest of the in-  that require active players performing the corresponding actions — because player 1 expects help
I dividual with the interests of the others. Second, they also shift the analysis from the proble- in cases of emergency, they must also help others. In contrast, the CI also includes activities that |
matic attempt to measure the happiness of individuals to the more visible dimension of  should be omitted or for which the individual even has no personal preference — the corre-
|
| property rights: Is the same activity that is granted to player 1 also granted to player 2? sponding key words in the Cl to substantiate this claim are: “according to” and “universal law.” I
I_ — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — — —
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I whythe
I Categorical (1) These differences between the Cl and the GR make the criticism on KANT and the CI by KEN BINMORE (“... an emperor who  (2) Still, the CI has to be complemented by other guidelines. I
Imperative is  was clothed in nothing more than the obscurity of his prose.”) and others ring hollow. Even if both maxims are considered to be  KANT involuntarily provides the reason: In the famous debate with |
I not enough equivalent, KANT deserves the merit to be the first philosopher offering a logically derived explanation why the C/ —among a  a French philosopher whether a person should tell the truth to a |
I myriad of moral principles — can rightfully claim the rank of a constitutional principle: Neither (economic) equality nor the reign ~ murderer and reveal the location of their victim or lie to protect
of privileged groups, but equal rights to each member represent the foundation of democracies. the latter, KaNT grotesquely recommends to tell the truth. |
|
|
| (3) Many people would agree that it is morally justified to lie when this would save a person. This can be explained by the setting. It qualifies as a case of emergency where the exemption from the |
| rule should be applied: When lying, the person — whom the murderer asked — can afterwards continue their life and stick to tell the truth without a loss of reputation. In contrast, by truthfully
| revealing the victim’s location, the latter’s life will most likely be lost forever. Thus, KANT's recommendation highlights a general problem — the existence of moral dilemmata: The claims of player 1 l
(an individual or a group) collide with the claims of player 2 while at the same time both claims, when analyzed in isolation, are “perfectly” in line with the constitutional principles. However, KANT's |
|

@ failure to develop a convincing answer offers additional insights. These insights prove essential for the following synthesis about the design elements of the social contract of democracies.

| Premisestoa
modern under- (1) Moral dilemmata call for a consensus about  (2) The debate in Western democracies about the provocative “Innocence of (3) Thus, the difficulties realizing a consensus seem to be
standing of the the priorities between clashing interests. For  Muslims” video in 2012 with protagonists like M ERKEL and OBAMA taking differ-  sobering, but they also represent the foundation of a feasible
| social contract example, will other moral claims automatically  rent stances on the issue shows that no deterministic priority can be estab- ~ “optimum” in a reality facing the fundamental restriction. This
be considered forfeit when one player is under lished between the right of existence — more than 50 persons died in the riots also explains why the search for one decision criterion in

the threat of losing his life or his existence? incited by extremists after its publication — and the right of free speech. welfare economics proved to be illusionary.

I
-l
—
|

|

|

I (4) Even the order of criteria developed by JoHN RawLs relying on a convincing  (5) Second, RAwLs underestimates the functions of politics and culture: They represent the main platforms |

| illustration of an ideal setting for the CI - the veil of ignorance — face massive op-  to achieve a fuzzy consensus about moral dilemmata the society may consider important to its activities. |

| position. First, RAwLS actually ignores the impact of the fundamental restriction and Thus, it is far too ambitious for a single scientist to provide solutions to all dilemmata. Finally, these
consequently develops his set of criteria for a world of pure reason where difficulties force a return of the Utilitarian perspective: Cost-benefit analysis — seeking to calculate the |

| @ differences in capabilities or incentives to satisfy self-interest are irrelevant. consequences of specific actions — helps to determine a specific order for various claims in a public debate. |

|

D R ———— |

The Foundation of Modern Democracies
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The Military System of Democracies lll: Moral Dilemmata and Their Impact on Society Design

We understood that the extremist attacks and the new reality they created would require new offensive and defensive measures to protect the country. ... Within the
department, an informal three-part test emerged to assess each and every one of them. A passing grade required perfect score. Two out of three wasn’'t good
enough. Will the new measure make us safer? Will it be consistent with the Constitution and the rule of law? Will it have good or bad economic consequences for

our country?
Tom Ridge with Lary Bloom (2009, p. 109)

Determinants
of moral
dilemmata

©

Moral
Dilemmata:
Systema-
tization

Level of
uncertainty

The Constitutional Principles of Democracies — A Synthesis

(1) The previous schemata have shown why equal rights represent the primary constitutional prin-
ciple of democracies determining the sustainable level of individual freedom. lts application and enfor-
cement is challenged by the fundamental restriction and its implications: Scarcity, self-interest, the
different stages of human existence or the subjectivity of human perspectives make it impossible to

produce a unanimous consensus in the face of moral dilemmata.

(3) The efficiency level of these tasks should improve when the various forms of moral
dilemmata and the determinants of the settings can be brought into a common structure. In
particular, a corresponding systematization is able to provide an overview of the different
proposals that are discussed as solutions to a specific dilemma. Therefore it facilitates the
possibility of cross-reference — which, in turn, greatly improves consistency. This structure can
be derived from combining three main determinants of moral dilemmata — the moral claims of
player 1, those of player 2 and the level of credible information that is available to resolve the
corresponding coordination issue.

(5) Concerning the information level available to resolve the respective dilemmata, four types
can be identified in accordance with the Knightian concept of uncertainty: a) The outcome may
occur under approximate certainty. b) The decision makers are confronted with risk — each
possible outcome occurs with a specific probability. ¢) Uncertainty — while the possible
outcomes are known, the corresponding probabilities remain unknown. d) A state of ignorance
(“the black hole”) exists — neither the possible outcomes nor the probabilities are known.

Certain outcome (1)

Risk (2)

Claim to obtain a relative
scarce resource (d)

Knightian uncertainty (3)

Ignorance — ,The black

Strengthening the power
to act(c)

Other substantial
human rights (b)

(2) This changes, when the players are aware of conditions that maximize the probability of their survival (refer to
combinations A-a-3 or A-a-2). For example, the Essex crew may agree that a nautical officer receives a “special
status”. This variant is not only addressed in “doomsday movies” like 2012. It also was highly relevant during the
Cold War when governments had to allocate the limited capacities of shelters where people could “survive” a
nuclear war. Thus, a part of the resources must be spent on the prioritization and screening of the “chosen people”.

(3) Finally, is it morally justified for a democracy to send its special forces on suicide missions — implying the
“certain® sacrifice of a few to save the society (combination A-a-1)? The literature discusses this dilemmain a |
more generalized variant as BERNARD WILLIAMS example “Botanist JiM and the reprisal executions” or as the

“trolley problem”. Often a solution consists in recruiting only volunteers who will be fully and honestly informed |
ex ante about the odds. |

—————————————————————————————————————————————————1

(2) Democracies approximate this consensus by establishing institutions like politics |
and culture serving as the main platforms for the analysis of dilemmata. The legal
apparatus offers explanations for rankings of clashing claims. The nationwide access
to constitution, laws and decrees establishes the transparency required to have |
specific solutions serving as binding agreements or to revise this status if necessary. I

(4) In democracy, players possess four basic classes of moral claims — a differentiation that is
compatible with “The Universal Declaration of Human Rights” by the United Nations: a) l
Guarantee of individual existence b) Other substantial human rights (like equality before |
law, freedom of speech, freedom of religion etc.) ¢) Public support to become a capable player,

in particular, by education or subventions (“Strengthening the power to act”). Here al
compromise has to be reached between the own capabilities, the personal life concept and |
society’s needs. d) The right to claim a resource that is relatively scarce — e.g., books or ice
cream when the nutritional needs for everyone are already satisfied.

(6) The combination of the determinants results in 4x4x4 = 64 possible moral dilemmata — refer |
to the following graphic. However, because of a symmetry argument derived from the
principle of equal rights — e.g., it should make no difference for the moral solution whether I
player 1 is confronted with a threat to their existence and player 2 seeks only to strengthen their |
power to act or vice versa — the number of relevant cases shrinks to (nz-n)/2 = 40. To clarify
the implications of this systematization, some examples of moral dilemmata are now discussed. |

- -

(1) The first example examines moral dilemmata where player 1’s “right to exist” clashes with the “right to exist” of player 2. |
To highlight the impact of the information level available on the corresponding moral recommendations, consider the |
following variants: To the shipwrecked crew of the whaler Essex — crammed into small boats without any significant supply
— the future looked most bleak (combination A-a-4). To survive, they even had to resort to cannibalism. According to the
“unwritten law of the sea”, a crew may even draw lots to decide who will be the next victim to prolong the life of the others.

(4) The second example focusses on the question if players should receive public support to improve their power to act (for
example, combination C-d-2). Often societies provide only a basic level of services for all members because of the limited
amount of resources available and the differences in capabilities and life concepts. Additional support must then be organized

hole® (4) Guarantee of individual i . X " R X
existence (a) by the parties involved. However, companies may receive subventions because they can successfully claim — bolstered by a I
corresponding cost-benefit analysis — that their output significantly influences the economy’s growth path.
s NS Moral claims of player 1 I
s Py N3 @ o0 ©
o“\o '160 é\\e <\§ 6’@\ vz?OQ
SR & L& S o of . o . . . . . . .
é@i&\ 0‘;@ @@&@ 0@@\@4’& (5) How can rich democracies justify that their members spent scarce resources on leisure when, at the same time, people in developing countries are starving or
N .. . . . N . .

S e*‘\f N living in severe poverty (for example, combination A-d-3)? Perhaps two reasons can be offered. First, the economic understanding of how a transfer of wealth I
may help to permanently improve the situation is still limited — refer to D AMBISA MoYo’s “Dead Aid”. Second, the reluctance of democracies to intervene can be
traced back to the fear such activities may be interpreted as violations of sovereignty (“new colonialism”). The following section offers a wrap-up of the main

results achieved so far and establishes the link to the security dimension of democracies.
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The principle |

systgm of Elementsof (1) Objectives of the social contract (1) The graphic on thelleft provides the pr!qclpal system of a democratlc
society democratic societies Function: Organizing society as the main instrument to allow society. On one hand, it focusses on the driving force behind the existence

for balanced life concepts (self-determined and morally
justified) in the face of the fundamental restriction and its
implications.

Content: a) Equal rights as the constitutional principle for all
activities in a society.

b) Intermediary objectivesto operationalize the constitutional
principle for private and public activities in society.

Dl givites
-
-
v -~

-
—

=—=
~~~j

of societies — the fundamental restriction and its implications to human life.
On the other hand, it provides the first level of differentiation in a society: |
The elements required to bring a social contract to life and refine it. |

|
(2) Thus, the graphic distinguishes between the objectives of the society,
its national strategy and its organization. Despite the coarse-grained

= —
(2) Strategy of the social contract

(3) Organization of the social contract

level of resolution applied in this analysis, an interesting result becomes |

(“National strategy”)
Function: Securing sufficient levels of “power to act” for each
member in the society and coordination of private and public
actions in a friction-optimized setting.
Content: Concepts (“blueprints”) for interventions in the
schwerpunkte of public policies considered essential for the

= = =

Function: Providing the structures required to fulfill the
objectives of the social contract
Content: a) Platforms to establish, communicate, enforce and

revise binding solutions as well as recommendations for social
dilemmata.
b) Subsystems offering resources to realize individual life

visible: A general assessment of how these aggregates relate to each [
other. In particular, is it possible to identify a systematic ranking?
I

development of the society. concepts and public interventions.

(3) Originally, this issue has been investigated in industrial economics — re-

fer to ALFRED CHANDLER’S paradigm “structure follows strategy”’, but it is |

The fundamental restriction and its (major) implications

lThe human mind irrevocablytied to a biological bodyl

also relevant to the military or to the system perspective in general. An [

answer can be derived by simple logic: Basically, “ objectives”, “national

1 Exposure to B Exposure to ]

4 evolution |: ! !evolution II: Different ! !

] . [ [ .

! Self-interest [ [ decline to death
1

©

previous subsystem and to ensure the installation of feedback loops - refer to the dashed arrows.

3 strategy” and “organization” represent interdependent aggregates. |
Infancy, 0 oo . . 11 Regenera fon 0 b
mauryand NSNS o | SESSIACS | '
______________ U Meeeoooo__o__i oy fROMTemeNts b i |
|
(4) However, the human mind is able to analyze, design and improve purpose-driven activities (“actions”) to tackle the fundamental restriction and its implications. Consequently, “organization |
follows strategy follows objectives” serves as a leitmotif in the development and implementation of rational actions, but this guideline has to be complemented — in the face of uncertainty and the |
complexity of the coordination effort — by an inverse perspective. The latter is necessary to incorporate the opportunities and restrictions the “following” aggregates represent to the design of the
|
I
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The Military System of Democracies IV: Outlining Social Market Democracies

The market system is like democracy. It is the worst form of economy, except for all the others that have been tried from time to time. It succeeds because, precisely

as in Forster’s view of democracy, it admits variety and permits criticism. We should cheer it because it solves some all-but-intractable problems, which have been
tackled by none of the alternative forms of economic organization. It generates wealth. It alleviates poverty. But it has its limits. There are things it cannot do. It does
not necessarily do even what it is supposed to; it works well only if it is well designed. Two cheers are enough.

John McMillan (2002, p. 229)

Objectives of
the social
contract

| National
strategy: Its
Schwerpunkte
and its
| strategic goals

©

Social Market Democracies — Objectives and National Strategy

Guarantee
of individual

The fundamental
restriction
and its
implications

| Guarantee
1 ofindividual
1 existence

v
Other substantial} | Strengthening
human rights

I
I
! larelative scarce !
1 1 the power toact1 ! '
I 11 resource

L H

(1) The graphic on the left describes classes of objectives in democracies. Primarily, these objectives can be traced back to the |
different claims individuals 1 to n may make in their attempt to pursue a self-determined life concept. In comparison to
HoBBESIAN anarchy, democracy requires a cutback of individual freedom to a sustainable level that can be morally justified by |
the constitutional principle of equal rights. The corresponding coordination effort focusses on three areas of public intervention.

First, an approximate consensus about binding solutions for moral dilemmata has to be produced. |

1)

2) In particular, they look fol

their physical,

|. Private dimension of objectives
Individuals seek to realize self-determined life concepts maximizing
their satisfaction / offering minimum regret.

r unique experiences and opportunities to test
and i | skills as well as their

capabilities.
3)
4)

They also seek to earn the respect or even admiration of others.
In conclusion, they aim for ,total freedom® to fuffill their desiresin a
resource-rich environment.

(2) Democracies often differ in the conditions to accept a solution as consensus because population’s heterogeneity calls for I
greater effort to protect minorities — e.g., refer to the Swiss concept of “ consociationalism”. Second, the interventions aim to de-
velop and conserve each individual's power to act. Third, they seek to optimize the exposure of private and public activities to

result in clashes between

description of anarchy.

society into a state of violent i

Il. Public dimension of objectives
1) The attempt of each individual to gain “total freedom” would inevitably

members. In turn, this threatens throwing
ity similar to the Hobbesian

on the constitutional princi

objectives:

2) C ly, the private di
public dimension incorporating a moral perspective. Thus, the public
dimension is mainly responsible for the coordination of activities based

has to be

dby a

iple of equal rights in a friction-minimized

setting. This implies the pursuit of the following three classes of

a) Identifying the relevant rights of individuals relevant to the

of the cc

c) Optimizing the exposu

principle. ing and revising

the binding consensus concerning the prioritization of claims in the
face of moral dilemmata. Enforcingthis consensus.

b) Supportin the development of each individual's power to act and — if
necessary —in the conservation of this power.

re of private and public activities to frictions.

frictions. The set of private and public objectives has several implications for the features of the other two aggregates, strategy
and organization. a) Each member of society must be aware of the significance of the public coordination effort to their actions. I

(3) Thus, the members require a sufficient understanding of the democratic system and must be informed about changes in the
contract — refer again to [XXX]. b) The cutback of freedom to the level of equal rights — in the face of the fundamental restriction
and its implications — implies the emergence of seven schwerpunkte for public intervention in the three areas mentioned I
above — for the details of this logic deduction, refer to the next section [XXX]. c) To achieve its specific objectives, each [
schwerpunkt requires a corresponding organization.

(1) Each of the three areas of public intervention features two or three schwerpunkte. |

Establishing, enforcing and revising
the binding consensus about
solutions for moral dilemmata

Development and conservation of the
members’ “power to act’

______________ Politics represents the dominating schwerpunkt. First, it has to develop solutions to
] T (B O e I moral dilemmata based on the principle of equal rights in each other schwerpunkt. |
and public activities to frictions Second, this task has to be combined with the coordination across all schwerpunkte |
because this implies the resolution of moral dilemmata, too — for example, due to the

Coordination

E by Politics

scarcity of resources available (refer to section [XXX]). |

! !
| External: " I
| Foreign affairs |1

!

Education/
Development

i
! Internal:
| Infrastructure

(2) The cutback of individual freedom in democracies makes it tempting to violate the

Reaching

ding consensus
for moral dilem-
mata based on

the principle

equal rights — in-
cluding the coor-
dination of the
schwer-

other
punkte.

I

'
'
Resolution  of |
conflicts by ap- |
plying the bind- !
of : o S
ing solutions in 1

the face of infor- |
mation !
metries. !
'

'

asym-

1 i
1 '
| i
) Creating “threat- |
| optimized” envi- |
, ronments for all |
] members of so- !
1 ciety. '
E i

'
1 '

i Lower limit:
1 Guarantee of life
\ in human dignity
1 Upper limit:

! Keeping the mo-
] tivation up to re-
1 main an autono-
| mous player in
| society.

social contract — either by exploiting information asymmetries or by violence. Because |
fraud and robbery undermine the performance potential of societies, the latter attempt |
to keep such threats at bay by employing a mixture of deterrence and sanctions.

Providing a pool
of installations or
services facilita-
ting a significant
share of (econo-
mic) transactions
or (social) inter-
actions.

Enabling a
compromise bet-
ween the indivi-

i
i
| the
i
i
i

dual's  desires, |
i
i
i
i
i
i
i

'
0

Reaping !

benefits of inter- |

national division 1

of labor based |

their capabilities !
and {
demand. {
'

'

on a common
set of demo-
cratic values.

(3) That's why organizations in the legal system and the security dimensionI
operate with fines, prison sentences or even counter-violence. In addition, courts or
media often represent the place where moral dilemmata are identified for the first |

social

(4) Often this situation is a temporary one because of other opportunities arising in the economy.
Consequently, society also seeks to improve the chances of a new engagement. As the social contract of
democracies seeks to establish equal opportunities, education has to raise the individual potential to
levels representing a satisfactory compromise between individual desires, capabilities and social needs.

time. Social welfare offers insurance for those members who cannot produce |
sufficient income or lose sources of income because of a lack in competiveness.

(5) In addition, individuals or corporations — e. g., the aviation industry or “green industries” — may receive additional support because their contribution potential is considered vital to the growth |
path of society. Finally, many interactions and transactions face the same frictions resulting from the fundamental restriction and its implications. Thus, it pays off to invest in a “pool” of
infrastructure that reduces the costs of overcoming these barriers. The same applies to international relations: A society is no “island” as it has to compete with other societies for scarce
resources. More importantly, a society can engage in mutual beneficial transactions with others. Other societies also serve as benchmarks — dictatorial regimes like the former Socialist countries
experienced a drain of human resources because their members retreated to “voting by feet” due to the poor performance of their society in comparison to democratic alternatives. |

P SRS |

Organization I:
Tuning the
organization of
the public
sector

] Organization II:

The principal
subsystems
of societies

®

Coordinati 5 . Education/ . . . . o e . . .
oy politics. | Legalsystem | - Security | Socialwelfare | , UUS PV | infrastructure |Foreignatfais| (1) By differentiating between three classes of activities — required to realize the goals of public |
— Directorate of interventions — a matrix of public organizations becomes visible. However, in comparison to the
. . 1 | 1 ISwiss National E q q c Ao 3 . I
pSministration | Pubiic elationt | ! | Federal Office | Library, 'eoueoromicel atere transaction pyramid differentiating between six steps — refer to [XXX] — this structure only
it te 7 1 i i lowi ; s . e . . . . .
(e anapusicypoyers, | 5, 0TS, authorties, 1\ for Migraton, iswiss National of Transpor, |swiss Agency|  Tepresents a simplified variant to describe the value chain of rational actions. Furthermore, the |
supporting the activities of the . archive | I . | :__|Federal Office for ] p 3 q R 8
bl comontonsand ofthg |  Statistical | SERVE | OfPublic  |Federal Officers ciyiraviatior] Development real public organization may differ due to historical reasons. I
iti Office 1 1 1 Health 1 for 1
political management. i ‘ L ‘ and
i __ et _ | Cooperation |
] ] 1 1 .. . . . . . .
Publi . i ! I I I | (2) For example, sports originally emerged in antiquity and during the Napoleonic wars as a public |
] ] 1 j i . . e . . . .
Producing ouputvtal o | pariamont | U poics. 1 Sodlal 1 g SRS Embassies, affair to strengthen the manpower available for military service. The public organization may also
performance ofthesPecic | commitees | U™ lamedforces, ‘pmepe 1 universities 1SS Peveor™|  differ due to the personal preferences of the department heads. To avoid a potential |
ailways . . M o q 5 3 q q
' . ' i i Y misunderstanding: The term “public corporations” does not imply that these organizations should |
I ' . ' ' : ; e AR C
— ———teee T —— o — — — be organl_zed as clones of prlyate companies — they rather feature organlzatlongl S|m|Iar|t|'e's as
potcalimanagament ! ! ! ! ' Department well as differences to their private counterparts. The relevance of this observation to the military |
Developing intermediary 1 | Federal | 1 Federal fth . . . .
objectives and strategiesto | Federal | Department | Federal iDepartmentofi __ofthe poderal system is discussed in more detail in [XXX].
align the performance ofthe Federal | Department | of Defence, | Department | Economic | Environment, | Department I
schwerpunkt with national Council | ofJustice '  Civil 1 of | Affairs, |\ Transport, of Foreign
objectives, controlling the | andPolice ' Protection ' Home Affairs ' Education and Energy and Affairs
results for efficiency and ! : and Sport ! Research Communi- I
moral legitimation. _L i : : , cations L

Public sector

(1) The different objectives of private and public players calls for the organization of society featuring four primary subsystems: a) The public sector
responsible for the development, implementation and revision of the social contract. Its formal and binding guidelines are assembled in the constitution, laws
and degrees. b) The economy allocating scarce resources in accordance with the system of ownership — distinguishing between public, private and common

property. To this purpose, a set of allocation mechanisms is employed. This set contains markets (short-lived transactions based on voluntary exchange)

and limited hierarchies

(allowing for given orders to agents within the limits of a voluntary contract).

(2) In addition, the economy features absolute hierarchies (orders enforced by force if necessary — an option reserved for the state) and hybrids (mixing |
elements of these mechanisms).c) The environment provides natural resources and free goods — in contrast, public goods require investment — and

establishes restrictions ol

n activities. Examples: Sunshine, the sea, deserts, plains or mountains. d) The social system provides basic needs that can only be

imperfectly covered by the economy — for example, love, friendship and life concept tutoring. It also offers implicit guidelines by cultural institutions — such |

as recommendations on
or how to interact with st

the fluid borders of privacy and public space in different societies, the essentials of self-determined and morally justified life concepts |
rangers, colleagues, family and friends. The intersections represent organizations featuring elements of the corresponding sets — for

example, a public theater incorporates elements of the public sector, the economy and the social system.

———————————————————————————————————————————————J
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The Military System of a Democracies V: Organizing Social Market Democracies

What Putin misunderstands most is that the center of gravity for the former Soviet Union has shifted west. Former Soviet satellites such as Poland ... are prosperous
members of the E. U. The nations that made up what was once Yugoslavia have survived their bloody breakup, and most have emerged as strong democracies.

David Ignatius (2014), www.washingtonpost.com

Social Market Democracies — Organization (continued)

I Public |
| Organization I: (1) The previous discussion of the four primary
Public sector Econom H i H
The Macro- Y : subsystems underlines the perception that inter- |
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offers assistance when it comes to develop the outline of a thesis because it facilitates the identification of aspects relevant to the corresponding research question. I
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Advantages of decentralized
coordination mechanisms
a) Tailoredsolutions are able to reflect
heterogeneity in local information.
b) Itis possible to quickly adaptto

| Organization IV:
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c) Costs and benefits of activities are
more likely “tied” to personal preferences.
Such close links to self-interestpromote a

drive for innovation and efficiency.
d) These effects are even more
strengthened by the fact that
decentralization offers conditions
favorable to the establishment of

[=e]

e) Mechanisms based on competition are
best to determine credible priorities for
players who fulfill the condition of equal

opportunities.

ged settings.

mpetition.

Advantages of centralized
coordination mechanisms
a) The focus on fit-for-all solutions is able
to exploit the experience curve effect—
refer to [XXX] - to the maximum.

b) The number of activities involved
represents a diversified portfolio allowing
for cross subsidization.

c) Once identified, superior solutions
developed in one specific departmentcan
quicklybecomeavailable for transferto
other sections.

d) Centralized mechanisms can avoid
costly double structures or processes.
e) Centralized mechanisms should best
be applied to avoid cherry pickingand to
allocate a basic endowmentbased on the
moral principle of equal rights or even
based on equality (before the law).

becomes visible by

(1) As already mentioned in [XXX], the organization of society’s subsystems is confronted
with a basic trade-off: The advantages and disadvantages of centralized and decentralized |
coordination — refer to the table on the left. In regard to this trade-off, a general insight |

adopting a historical perspective.

(2) The human catastrophes of “laissez faire” market democracies in 19th century Europe |
and those of socialism in Europe or Asia in the 20th century resulted in the death of millions.
Thus, society designs based on such single-sided perspectives are regularly dominated by |
social market democracies seeking to establish a sustainable mix of decentralized and
centralized coordination mechanisms. |

(3) In politics, the corresponding strategic parameter represents the proportion between private property rights and public property rights — whereas these rights may either be officially
acknowledged or only founded on informal claims. For example, socialism is not only hampered by an “overkill” of public property — with the latter severely reducing the incentives for innovative l
entrepreneurship and resulting in the depletion of resources due to the missing link between benefits and costs. In addition, it suffers from the successful attempts by party elites to transform |
significant parts of public property into informal private fiefdoms. This shadow economy — as MANCUR OLSON shows in “Power and Prosperity” — has often remained intact even after the fall of the
communist regimes in 1989. Its survival creates significant barriers to the successful transformation of the affected countries to social market economies. This problem can often only be tackled |
with the arrival of new players like the European Union capable to fundamentally change the “rules of the game”. Because the incentive to misuse political power is ultimately rooted in the self- |

interest of individuals, each society — regardless of its cultural background — has to develop institutional and organizational countermeasures. This challenge is investigated by the economic
literature under the label of “rent seeking” — for its military application, refer to [XXX].
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(5) The subsidiary principle can be ado

pted to

define private relations like family ties, rela-
tionships between various subsystems like
the economy or culture or to the internal orga-
nization of the public sector as a federal state.

Organization V: (1) This permanent struggle (2) The constitutional principle of equal rights (3) In general, private prop-
Principles for the performance potential urges the banishment of informal property. Con-  erty is considered the best
of social market democracies sequently, the property relationships in the public instrument to secure a wealth-
has resulted in the following sector, in the economy and in nature (when scarce y and competitive society in a

design principles. resources are involved) should be transparent. globalized environment.

(4) To keep up the motivation of remaining an autonomous player
and due to the importance of local information advantages,
interventions are organized by the subsidiary principle: Only after
private or public players have signaled their failure to come up with a
working solution by themselves, they may receive external support.

(6) The power to tax must be limited to the level required to finance the (7) The relation between stability and innovation represents a |
different tasks in the seven schwerpunkte. Consequently, fiscal argu- second trade-off influencing the organizational performance of I
mentations promoting rules of thumb like ,the state may claim up to 50% societies: Innovation is vital to their development due to the

of private income as taxes” must be refuted because the mandatory con- limitations of the human mind. Otherwise, humanity would still |
nection between tax revenues and expenditure programs is missing.

(8) However, societies also require a certain level of system stability to install and
operate such different institutions like marriage, hospitality or business codes of con-
duct. In contrast to ad-hoc-solutions, institutions serve as blueprints for the coordina-
tion in repeated constellations. They significantly lower the coordination costs for indivi- focusing on the impact of sca
dual actions because the players have only to be initiated once — for example, by rituals.

experience the “brutish and short” life of the Stone Age. I

(9) This ends the section devoted to the general analysis of social market democracies. The analysis I
represents a departure from the traditional view on public finance. This is mainly motivated by three
reasons: First, ADAM SMITH originally envisioned economics as the subdiscipline of moral philosophy |

rcity. This investigation has shown that a Kantian synthesis of the social

contract promises to be a more consistent and convincing alternative to mainstream economics. I

(10) In particular, the latter fails to highlight the following insight: Not only the famous issue of “moral hazard” (refer to [XXX]), but actually all coordination failures discussed in economic literature, |
starting with ARTHUR C. PiGou’s investigation of externalities, represent moral issues. Second, the analysis supports GORDON TuLLOCK’S thesis about the irrelevance of Pareto optimality to many |
realistic constellations. Third, “The Lighthouse in Economics” by R oNALD H. COASE has initiated a discussion whether governmental interventions are legitimized by the criteria of public goods
introduced by PAuL A. SAMUELSON — non-excludability and non-rivalry. The investigation has shown that these features are not responsible for a specific good or service becoming a “public
@ good”. Instead they should be considered consequences of a decision that can be traced back to the (morally justified) objectives of the social contract of democratic societies. |
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