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1. Introduction

· Peace, war and international security is an area in which economists are often conspicuous by their absence, to a degree that rivals the importance of economic issues to the problems at hand. 
· It came as a great shock to the other social scientists when economists started to argue that economics might have a major role to play in understanding civil wars (Collier et al…). 
· This is in many ways the fault of the economics profession 
· Considering the economic theories that are relevant for the study of peace war and international security one has to: 
· Consider the answers to the big questions of international security, usually the domain of international relations, 
· Then general economic theoretical perspectives, 
· Then specific developments in economics and security.  
· Costs of Conflict: Important to understand because of the economic costs can be quite profound:
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· Collier (1999): Estimates 2.2% GDP loss per conflict year
· Compare with recent recession
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· Developing post conflict policies requires an understanding of the conflict and its economic dynamics
2. General Perspectives

There are a number of general perspectives on international security that still influence views of the world and all of which have economic underpinnings or implications. Important debate in IR over whether conflict inherent to interstate relations (mercantilist) or whether an increase in trade will lead to peace
· mercantilist perspective: early theories . More recently neo mercantilist perspective: linked with realist perspective on international relations –countries motivated by need for power or security rather than ideals or ethics; conflict inevitable unless some hegemonic force

· liberal perspective : liberal realist or rationalist perspective; trade not zero sum game and laissez faire capitalism and global division of labour ; war costly and unlikely; democratic peace; international institutions; more recently US pursuing and protecting democracy
· New orthodoxy
· sees war as a results of pre or anti capitalist sentiments and groups; sees the solution to conflict as a global neo-liberal system; 
· accepts that military action might be needed in the shorter run to create the right conditions (dealing with rogue states and terrorists); 
· sees the need to maintain the basis to produce the means of destruction through high military spending; 
· accepts the hegemonic role of the US; 
This is certainly not what was expected at the end of the Cold War and coming into question with experience Iraq and Afghanistan
· Spread of economic liberalism not led to reduced milex

· Demilitarisation did not follow end of the Cold War, remilitarisation and closer integration of civil  and military –privatisation of functions
· It is also not without its conceptual problems and –oversimplify nature of capitalist development 
· There are also alternatives, both idealist and Marxist, the latter drawing out the importance of economic processes and emphasising the inherent tendencies within capitalism to conflict and imperialism.
· Clearly the discourse of international relations can often provide the context and points of reference within which debates on the economics of security take place.  

3. Economics of Security:

· Neoclassical Theories and  Arms Races: State reflects national interests and need for security, trade off guns vs butter. Defence as pure public good (?). Developments to consider property rights, analysis of alliances and burden sharing, free riding and rational agent theories of conflict
· Arms race perspective started with Richardson’s (1960) model: 
· Strategic effects following Rosh’s concept of a security web. Averaging the military burdens of countries in the web. Has significant positive effect on  a countries military burden. More recent contributions consider a range of indicators within panels
· Keynesian, Marxist and Institutional: 
· Basic Keynesian effective demand/multiplier effects. Milex positive effect but war negative. 
· Institutionalists provide more complex understanding predicated on existence of MIC –internal threat creation- and specificity of CW –externalities and non contributory activity with opportunity cost

· Marxist: Engels provided most input influenced by Clauswitz –ruinous arms races and wars. Militarism can be seen in context of crisis theory but considerable disagreement. Kautsky –capitalism needs to expand markets by colonial expansion but contradictory role as has costs–developed by Lenin into theory of imperialism –psuedo mercantilist economic competition by other means. Luxemburg –most sophisticated but mixed and controversy: for some underconsumption theory for others stimulus to capital accumulation
· Post WW2: Kidron: overproduction; Baran and Sweezy: Underconsumption –milex integral part of system; Effective demand; Critics –Smith etc. Mandel long waves –SSA; Regulation, Golden Age
· Relevance to post Cold War? Method: Marx and Paul Kennedy?
Economics of Conflict

· There have been three strands to the linkage between economics and generalised conflict that can be identified:
1. The need to understand the causes of conflict, particularly when there may be economic elements in those causes. 
a. Liberal view

b. Mercantilist/Leninist

c. Institutionalist

d. Recent civil war NC

Most economists tend to ignore but
· Implicit assumption of exogenous provision of property rights

· State protects society from external aggression and maintains legal system to allow exchange

Reasonable first approx in some instances but today? Literature developing

· Endogenous Property rights –conflict decisions and outcomes based on investment in growing food, stealing, investing in protection from others. Have budget constraints etc
· Welfare functions –determine optimal force levels, depending on threats
2. The use of economic analysis to improve the effectiveness of the prosecution of war.

· Application of game theory to nuclear targeting 

· Conflict success function, CSF: determining the optimal force structure involves four main choices for both labour and capital: number of varieties of types of forces; quality of those forces; quantity of each; whether obtained domestically or from abroad. 

3. The need to understand the economic consequences of War and adjust policy accordingly, including post war reconstruction. Ricardo and Keynes but
· Area where economists often lacking…

· Growing concern

New Economics of Conflict

· Changes at with end of Cold War:

· Objective functions changed as threats changed. 
· Budget constraints changed with large cuts in military expenditure

· Production functions changed with major innovations in military technology, 
· Changes in way wars fought

· The Revolution in Military Affairs, RMA, 
· Asymmetric Warfare and terroism 
Old Wars and New Wars
· Political economy of conflict changes as it confronted the post Cold War environment. 
· Asymmetric conflict not new, but more common and changing nature

· Civil or intra state wars were the most common and the nature of war had clearly changed. 
· blurred distinction between war and organised crime 
· local the wars tended to have a transnational connection.
· real military battles as in the past but skirmishes and in general civilians were targeted by militia. 
· New war economies were seemingly based upon plunder and black marketeering, supported by aid and sustained through continued violence.  
· ‘international community’ work with protagonists to broker peace deals rather than the civil society that existed outside of the conflict 
· Africa was particularly challenging and it started to become clear that:

· continuing struggles needed some source of income, 
· resource control had become the object of the struggle overtaking any previous goals.  
· War not a breakdown of system but a way of creating a new system of income and profit and power. 
· greed versus grievance debate  -Collier et al
· Furious response and a lively debate.
· Now opportunity

· It is important that international agencies recognise changes and that the design of peace accords reflects this complexity. Otherwise policies will have unforeseen and potentially catastrophic effects, (Duffield, 2001).
· From the Marxist perspective criticism of the historic nature of the available theories . Fail to recognise some conflicts are primitive accumulation rather than some simple greed or grievance trade off (Cramer, 2002)
Peace: the Economics of  
1. Causes of peace:  
· Eternal peace and the democratic peace, suggest that peace is a normal state for republics and democracies. 
· Mercantilists would certainly see conflict as inevitable 
· Marxists would also suggest a conflict ridden development process of capitalism with some arguing for tendencies to armed conflict 
· Liberal and neoclassical perspectives would see peace as best situation for accumulation and so identify economic incentives for it.
2. Creating/facilitating peace
· The development of peacekeeping and peace making forces and related equipment. 

· The development of international governance structures that operate considerably better than those at present.

· The recognition of wider concepts of security

· Successful policies and support for post conflict reconstruction: 
3. The economic consequences of peace:

· Peace if means reduced military spending suggest improved economic performance.
· Allow the focus to move from military to alternative concepts of security, such as human and environmental. 
· Reducing inequalities, supporting sustainable development etc and so improving the economic situation for all countries and 
· Trade should reduce the likelihood of conflict, but the experience of this century does make one wary of making such statements in confidence.

Conclusions
· Theories that dominate international relations provide the context for economic debate
· Context for the debate on the economics of conflict still remains a liberal realist one, with an expectation of democratic peace.
· Economics theories of conflict are seen to provide very different perspectives but do provide useful insights into aspects of national and international security. 
· They also provide tools with which to analyse the new developments in the international security environment, namely the Revolution in Military Affairs and Asymmetric Warfare. 

· Clearly economics has an important role to play in this area, despite the dominance of other subject areas in the general debate. 
· Need more recognition of the importance of the economics of security and the value economists can bring to the existing literature. 
· Economics Peace and Security Journal (epsjournal.org.uk) shows important contributions economists have made and the range of subject areas that require their attention, eg water conflict.
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