
The Economics of Conflict

Theory

Edited by

Robert R. and Kathryn A. Dockson Professor of International Relations and
Economics
University of Southern California, USA

and

Keith Hartley
Director, Centre for Defence Economics
University of York, UK

THE INTERNATIONAL LIBRARY OF CRITICAL WRITINGS IN ECONOMICS

An Elgar Reference Collection
Cheltenham, UK • Northampton, MA, USA



Acknowledgements • ix
Introduction Todd Sandier and Keith Hartley . xi

PARTI FOUNDATIONS OF CONFLICT
1. Thomas C. Schelling (1958), 'The Strategy of Conflict: Prospectus •

for a Reorientation of Game Theory', Journal of'Conflict Resolution,
II (3), 203-64 • • > '• ' 3 •

2. Manus Midlarsky (1970), 'Mathematical Models of Instability and a
Theory of Diffusion', International Studies Quarterly, XIV (1),
March, 60-84 ' ' 65

3. Thomas C. Schelling (1973),, 'Hockey Helmets, Concealed Weapons,
and Daylight Saving: A Study of Binary Choices with Externalities',
Journal of Conflict Resolution, 17 (3), September, 381-428 90

4. Dagobert L. Brito and Michael D. Intriligator (1985), 'Conflict, War,
and Redistribution', American Political Science Review, 79 (4),
December, 943-57 , 138

5. Jack Hirshleifer (1994), 'The Dark Side of the Force: Western
Economic Association International 1993 Presidential Address',
Economic Inquiry, XXXII (1), January, 1-10 153

6. Ian Bellany (1999), 'Modelling War', Journal of Peace Research,
36 (6), November, 729-39 ' 163

PART II DEFENCE, OFFENCE AND DETERRENCE
7. Bruce M. Russett (1963), 'The Calculus of Deterrence', Journal of

Conflict Resolution, VII (2), June, 97-109 177
8.r Michelle R. Garfinkel (1990), 'Arming as a Strategic Investment in

a Cooperative Equilibrium', American Economic Review, 80 (1),
March, 50-68. 190

9. Charles H. Aridertori (1992), 'Toward a.Mathematical Theory of the
Offensive/Defensive Balance', International Studies Quarterly, 36
(1), March, 75-99 209

PART III RENT SEEKING, CONFLICT AND CONTESTS
10. Gordon Tullock (1967), 'The Welfare Costs of Tariffs, Monopolies,

and Theft', Western Economic Journal, V, 224-32 237
11. Anne O. Krueger (1974), 'The Political Economy of the Rent-

Seeking Society', American Economic Review, 64 (3), June, 291-303 246
12. Avinash Dixit (1987), 'Strategic Behavior in Contests', American

Economic Review, 77 (5), December, 891-8 259



The Economics of Conflict I

13. Jack Hirshleifer (1988), 'The Analytics of Continuing Conflict',
Synthese, 76 (2), 201-33

14. Jack Hirshleifer (1991), 'The Paradox of Power', Economics and
. Politics, 3 (3), November, 177-200

15. Stergios Skaperdas (1996), 'Contest Success Functions', Economic
Theory, 7 (2), 283-90

PART IV APPROPRIATION AND BANDITRY
16. Stergios Skaperdas (1992), 'Cooperation, Conflict, and Power in the

Absence of Property Rights', American Economic Review, 82 (4),
September, 720-39

17. Hugh M. Neary (1997), 'Equilibrium Structure in an Economic '
Model of Conflict', Economic Inquiiy, XXXV (3), July, 480-94

18. Mancur Olson (1993), 'Dictatorship, Democracy, and Development',
American Political Science Review, 87 (3), September, 567-76

19. Herschel I. Grossman (1994), 'Production, Appropriation, and Land
Reform', American Economic Review, 84 (3), June, 705-12

20. Martin C. McGuire and Mancur Olson, Jr. (1996), 'The Economics
of Autocracy and Majority Rule: The Invisible Hand and the Use of
Force', Journal of Economic Literature, XXXIV (1), March, 72-96

21. Charles H. Anderton, Roxane A. Anderton and John R. Carter (1999),
'Economic Activity in the Shadow of Conflict', Economic Inquiry,
37(1), January, 166-79

PART V TERRORISM
22. Richard M. Kirk (1983), 'Political Terrorism and the Size of

Government: A Positive Institutional Analysis of Violent Political
Activity', Public Choice, 40, 41-52

23. Todd Sandier, John T. Tschirhart and Jon Cauley (1983), 'A
Theoretical Analysis of Transnational Terrorism', American Political
Science Review, 11 (1), March, 36-53

24. Harvey E. Lapan and Todd Sandier (1988), 'To Bargain or Not To
Bargain: That Is The Question', American Economic Review, Papers
and Proceedings, 78 (2), May, 16-21

25. Todd Sandier and Harvey E. Lapan (1988), 'The Calculus of Dissent:
An Analysis of Terrorists' Choice of Targets', Synthese, 76, 245-61

PART VI CIVIL WARS, INSURRECTIONS AND REBELLIONS
26. Timur Kuran (1989), 'Sparks and Prairie Fires: A Theory of

Unanticipated Political Revolution', Public Choice, 61, 41-74
27. Herschel I. Grossman (1991), 'A General Equilibrium Model of

Insurrections', American Economic Review, 81 (4), September,
912-21

28. Paul Collier and Anke Hoeffler (1998), 'On Economic Causes of
Civil War', Oxford Economic Papers, 50 (4), 563-73

267

300

324

335

355

370

380

388

413

429

441

459

465

485

519

529



The Economics of Conflict I

29. Paul Collier (2000),'Rebellion as a Quasi-Criminal Activity', .
Journal of Conflict Resolution, 44 (6), December, 839-53 540

30. Jean-Paul Azam (2002), 'Looting and Conflict between'
Ethnoregional Groups: Lessons for State Formation in Africa',
Journal of Conflict Resolution, 46 (1), February, 131^53 555

31. James C. Murdoch and Todd Sandier (2002), 'Economic Growth,
Civil Wars, and Spatial Spillovers', Journal of Conflict Resolution,
46(1), February, 91-110 578

32. Nicholas Sambams (2002), 'A Review of Recent Advances and
Future Directions in the Quantitative Literature on Civil War',
Defence and Peace Economics, 13 (3), June, 215—43 598

PART VII CONFLICT RESOLUTION
33. Donald Wittman (1979), 'How a War Ends: A Rational Model

Approach', Journal of Conflict Resolution, 23 (4), December,
743-63 ' ^ 6 2 9

34. Robert E. Kuenne (1989), 'Conflict Management in Mature Rivalry',
Journal of Conflict Resolution, 33 (3), September, 554-66 650

35. Daniel G. Arce M. (1997), 'Correlated Strategies as Institutions',
Theory and Decision, 42 (3), May, 271-85 663

36. Daniel G. Arce M. (2001), 'Leadership and the Aggregation of
International Collective Action', Oxford Economic Papers, 53 (1),
January, 114-37 678

Name Index 703



The Economics of Conflict
Volume II
Applications

Edited by

Todd Sandier •
Robert R. and Kathryn A. Dockson Professor of International Relations and
Economics
University of Southern California, USA

and

Keith Hartley
Director, Centre for Defence Economics
University of York, UK

THE INTERNATIONAL LIBRARY OF CRITICAL WRITINGS IN ECONOMICS

An Elgar Reference Collection
Cheltenham, UK ° Northampton, MA, USA



Acknowledgements } . ix
An introduction by the editors to all three volumes appears in Volume I

PART I APPLICATIONS OF CONCEPTS
1. Philip Mirowski (1991), 'When Games Grow Deadly Serious: The

Military Influence on the Evolution of Game Theory', in Craufurd
D. Goodwin (ed.), Economics and National Security: A History of
Their Interaction, Durham, NC and London: Duke University Press,
227-55 I' 3

2. Robert J. Leonard (1991), 'War as a "Simple Economic Problem":
The Rise of an Economics of Defense', in Craufurd D. Goodwin
(ed.), Economics and National Security: A History of Their
Interaction, Durham, NC and London: Duke University Press,
261-83 - 32

3. Ole R. Holsti (1963), 'The Value of International Tension
• Measurement', Journal of Conflict Resolution, 1 (3), September,

608-17, references 55
4. Kenneth E. Boulding (1978),'Future Directions in Conflict and

Peace Studies', Journal of Conflict Resolution, 22 (2), June, 342-54 66
5.. Michael D. Intriligator (1982), 'Research on Conflict Theory:

Analytic Approaches and Areas of Application', Journal of Conflict
Resolution, 26 (2), June, 307-27 79

6. Ron P. Smith (1998), 'Quantitative Methods in Peace Research',
Journal of Peace Research, 35 (4), July, 419-27 100

PART II ECONOMIC IMPACTS
7. Seymour Melman (1972), 'Ten Propositions on the War Economy',

American Economic Review, Papers and Proceedings, LXII (2),
May, 312-18 111

8. B.F. Kiker and James L. Cochrane (1973), 'War and Human Capital
in Western Economic Analysis', History of Political Economy, 5 (2),
375-98 118

9. Saadet Deger and Ron Smith (1983), 'Military Expenditure and
Growth in Less Developed Countries', Journal of Conflict
Resolution, 27 (2), June, 335-53 142

10. John A.C. Conybeare (1990), 'A Random Walk Down the Road to
War: War Cycles, Prices and Causality', Defence Economics, 1 (4),
329-37 161



The Economics of Conflict II

s
11. Kun Y. Park (1993), '"Pouring New Wine into Fresh Wineskins":

Defense Spending and Economic Growth in LDCs with Application
to South Korea', Journal of Peace Researched (1), February, 79-93

12. David Lai (2001), 'The Great Power Dilemma: The Trade-Off
between Defense and Growth in Great Britain, 1830-1980', Defence
and Peace Economics, 12 (2), 145-56 ,

PART III ARMS RACES
13. Hans Rattinger (1975), 'Armaments, Detente, and Bureaucracy: The

' Case of the Arms Race in Europe', Journal of Conflict Resolution,
19(4), December, 571-95

14. Harvey Starr and Benjamin A. Most (1978), 'A Return Journey:
Richardson, "Frontiers" and Wars in the 1946-1965 Era', Journal
of Conflict Resolution, 22 (3), September, 441-67

15. Michael D.'Wallace (1979), 'Arms Races and Escalation: Some New
Evidence', Journal of Conflict Resolution, 23 (1), March, 3-16

16. Michael D. Intriligator and Dagobert L. Brito (1984), 'Can Arms
Races Lead to the Outbreak of War?', Journal of Conflict Resolution,
28(1), March, 63-84

17. Robert S. McNamara (1986), 'Reducing the Risk of Nuclear'War: Is
Star Wars the Answer?', Millennium: Journal of International
Studies, 15 (2), 133-41

18. Charles H. Anderton (1990), 'The Inherent Propensity Toward Peace
or War Embodied in Weaponry', Defence Economics, 1 (3), 197-219

19. Michael D. Wallace and Charles A. Meconis (1995), 'Submarine
Proliferation and Regional Conflict', Journal of Peace Research, 32
(1), 79-95

20. Susan G. Sample (1997), 'Arms Races and Dispute Escalation:
Resolving the Debate', Journal of Peace Research, 34 (1), February,
7-22

PART IV ARMS TRADE
21. David Kinsella (1994), 'The Impact of Superpower Arms Transfers

on Conflict in the Middle East', Defence and Peace Economics, 5
(1), 19-36

22. Small Arms Survey (2001), 'Crime, Conflict, Corruption: Global
Illicit Small Arms Transfers', in Small Arms Survey 2001: Profiling
the Problem, Chapter 5, Oxford: Oxford University Press, 165-95

PART V ARMS CONTROL
23. Peter Wallensteen and Margareta Sollenberg (1997), 'Armed

Conflicts, Conflict Termination and Peace Agreements, 1989-96',
Journal of Peace Research, 34 (3), 339-58

24. Cassady B. Craft (2000), 'An Analysis of the Washington Naval
Agreements and the Economic Provisions of Arms Control Theory',
Defence and Peace Economics, 11 (2), 127—48

170

185

199

224

251

265

287

296

319

336

355

373

407

427



The Economics of Conflict II

PART VI SANCTIONS , ,
25. Richard C. Porter (1979), 'International Trade and Investment

Sanctions: Potential Impact on the South African Economy',
Journal of Conflict Resolution, 23 (4), December, 579-612 451

26. William H. Kaempfer and Anton D. Lowenberg (1986), 'A Model
of the Political Economy of International Investment Sanctions: The
Case of South Africa',/^/cw, 39(3), 377-96 . 485

27. William H. Kaempfer and Anton D. Lowenberg (1988), 'The Theory
, of International Economic Sanctions: A Public Choice Approach',
American Economic Review, 78 (4), September, 786-93 505

28., Jonathan Eaton and Maxim Engers (1992), 'Sanctions', Journal of
- Political Economy, 100 (5), October, 899-928 513

29. A. Cooper Drury (1998), 'Revisiting Economic Sanctions
Reconsidered', Journal of Peace Research, 35 (4), July, 497-509 543

i ''
PART VII PEACE AND DEMOCRACY

30. Joel T. Campbell and Leila S. Cain (1965), 'Public Opinion and the
Outbreak of War', and Comments by Anatol Rapoport and Philip E.
Converse, Journal of Conflict Resolution, IX (3), September, 318-33 559

31. Patrick James, Eric Solberg and Murray Wolfson (1999), 'An
Identified Systemic Model of the Democracy-Peace Nexus',
Defence and Peace Economics, 10,(1), 1-37 '. 575

32. JohnR. Oneal and Bruce Russett (2000), 'Comment: Why "An
, Identified Systemic Model of the Democracy-Peace Nexus" Does

Not Persuade', Defence and Peace Economics, 11 (3), 197-214 612
33. Patrick James, Eric Solberg and Murray Wolfson (2000), 'Democracy

and Peace: Reply to Oneal and Russett', Defence and Peace
Economics, 11 (3), 215-29 • 630'

PART VIII PEACEKEEPING
34. Lawrence R. Klein and Kanta Marwah (1996), 'Economic Aspects

of Peacekeeping Operations', in Nils P. Gleditsch, Olav Bjerkholt,
Adne Cappelen, Ron P. Smith and J. Paul Dunne (eds),.77ie Peace
Dividend, Chapter 27, Amsterdam: Elsevier Science B.V., 533—53,
references' 647

35. Paul F. Diehl, Daniel Druckman and James Wall (1998),
'International,Peacekeeping and Conflict Resolution: A Taxonomie
Analysis with Implications', Journal of Conflict Resolution, 42 (1),
February, 33-55 669

36. Jyoti Khanna, Todd Sandier and Hirofumi Shimizu (1998), 'Sharing
the Financial Burden for U.N. and NATO Peacekeeping, 1976-1996',
Journal of Conflict Resolution, 42 (2), April, 176-95 692

37. Michael W. Doyle and Nicholas Sambanis (2000),- 'International
Peacebuildihg: A Theoretical and Quantitative Analysis', American
Political Science Review, 94 (4), December, 779-801 712



The Economics of Conflict II

PART IX TERRORISM
38. Walter Enders, Todd Sandier and Jon Cauley ,(1990), 'Assessing the

Impact of Terrorist-Thwarting Policies: An Intervention Time Series
Approach', Defence Economics, 2 (1), 1-18 737

39. Walter Enders and Todd Sandier (1996), 'Terrorism and Foreign
Direct Investment in Spain and Greece', Kyklos, 49 (3), 331-51 755

40. Daniel M. Schwartz (1998), 'Environmental Terrorism: Analyzing
the Concept', Journal of Peace Research, 35 (4), July, 483-96 776

Name Index 791



The Economics of Conflict
Volume III
Case Studies

Edited by

Todd Sandier
Robert R. and Kathryn A. Dockson Professor of International Relations and
Economics
University of Southern California, USA

and

ith Hartley
Director, Centre for Defence Economics
University of York, UK

THE INTERNATIONAL LIBRARY OF CRITICAL WRITINGS IN ECONOMICS

An Elgar Reference Collection
Cheltenham, UK ° Northampton, MA, USA



Coetanlls

Acknowledgements ix
An introduction by the editors to all three volumes appears in Volume I

PART I WORLD WARS
1. R.A. Radford (1945), 'The Economic Organisation of a P.O.W.

Camp', Economica, XII, November, 189-201 3
2. Louis Baudin (1945), 'An Outline of Economic Conditions in France

under the German Occupation', Economic Journal LV, December,
326-45 . 16'

3. Richard B. Heflebower'(1946), 'The Effects of the War on the
Structure of Commodity and Labor Markets', American Economic
Review, Papers and Proceedings, XXXVI (2), May, 52-64 ' 36

4. Paul T. Homan (1946), 'Economics in the War Period', American '
Economic Review, XXXVI (5), December, 855-71 49

5. A.S. Milward (.1964), 'The End of the Blitzkrieg', Economic History
Review, XVI (3), 499-518 ' 66

6. R.J. Overy (1975), 'The German Pre-War Aircraft Production Plans:
November 1936-April 1939', English Historical Review, XC,
October, 778-97 86

7. Mark Thomas (1983), 'Rearmament and Economic Recovery in the
late 1930s', Economic History Review, XXXVI (4), November,
552-79 • 106

8. Stephen Harvey (1985), 'The Italian War Effort and the Strategic
Bombing of Italy', History, 70 (228), February, 3 2 ^ 5 134

9. Mark Harrison (1988), 'Resource Mobilization for World War II:
The U.S.A., U.K., U.S.S.R., and Germany, 1938-1945', Economic
History Review,2n&Sznes,X\A (2), 171-92 148

• 10. T.B alders ton (1989), 'War Finance and Inflation in Britain and
Germany,1914-1918', Economic History Review, 2nd Series, XLII
(2), 222-44 170

11. Timo Toivonen (1998), 'War and Equality: The Social Background
of the Victims of the Finnish Winter War', Journal of Peace
Research, 35(4), July, 471-82 193

PART II VIETNAM
12. Charles Wolf, Jr. (1972), 'The Logic of Failure: A Vietnam "Lesson"',

Journal of Conflict Resolution, XVI (3), September, 397-401 207



The Economics of Conflict III

13. B.F. Kiker and Jon Birkeli (1972), 'Human Capital Losses Resulting
• from U.S. Casualties of the War in Vietnam', Journal of Political
Economy, 80 (5), September/October, 1023-30 212

14. Mark C. Berger and Barry T. Hirsch (1983), 'The Civilian Earnings
Experience of Vietnam-Era Veterans', Journal of Human Resources,
XVIII (4), 455-79 • 220

PART III NORTHERN IRELAND
15. Bob Rowthorn (1981), 'Northern Ireland: An Economy in Crisis',

. Cambridge Journal of Economics, 5 (1), March, 1—31 247
16. Jonathan Michie'and Maura Sheehan (1998), 'The Political Economy

of a Divided Ireland', Cambridge Journal of Economics, 22 (2),
March, 243-59 , 278

PART IV GULF WAR I
17. Murray Wolfson and Robert Smith (1993), 'How Not to Pay for the

War', Defence Economics, 4 (4), 299-314 297

PART V MIDDLE EAST
• 18. Barry M, Blechman (1972),'The Impact of Israel's Reprisals on

Behavior of the Bordering Arab Nations Directed at Israel', Journal
of Conflict Resolution, XVI (2), June, 155-81 315

19. Pierre Allan and Albert A. Stahel (1983), 'Tribal Guerrilla Warfare
Against a Colonial Power: Analyzing the War in Afghanistan',
Journal of Conflict Resolution, 27 (4), December, 590-617 342

20. Ben D. Mor (1991), 'Nasser's Decision-making in the 1967 Middle
East Crisis: A Rational-choice Explanation', Journal of Peace
Research, 28 (4), 359-75 " 370

21. Jordin S. Cohen, Alex Mintz, Randolph Stevenson and Michael D.
Ward (1996), 'Defense Expenditures and Economic Growth in Israel:
The Indirect Link', Journal of Peace Research, 33 (3), 341-52 387

22. Michael Beenstock (1998), 'Country Survey XI: Defence and the
Israeli Economy', Defence and Peace Economics, 9 (3), 171-222 399

23. A. Arnon and.J. Weinblatt (2001), 'Sovereignty and Economic
Development: The Case of Israel and Palestine', Economic Journal,
111 (472), June, F291-F308 451

PART VI CIVIL WARS
24. Gary M. Anderson and Robert D. Tollison (1991), 'Political

Influence on Civil War Mortality Rates: The Electoral College as a
Battlefield', Defence Economics, 2(3), 219-33 471

; 25. Roy Licklider (1995), 'The Consequences of Negotiated Settlements
in Civil Wars, 1945-1993', American Political Science Review, 89
(3), September, 681-90 486



The Economics of Conflict III

PART VII WAR FIGHTING
26. Frank L. Klingberg (1966), 'Predicting the Termination of War:

Battle Casualties and Population Losses', Journal of Conflict
Resolution, X (2), June, 129-71 499

27. Frederic S. Pearson (1974), 'Geographic Proximity and Foreign
Military Intervention', Journal of Conflict Resolution, 18 (3),
September, 432-60 > ' 542

28. David Garnham (1986), 'War-Proneness, War-Weariness, and
Regime Type: 1816-1980', Journal of Peace Research, 23 (3),
September, 279-89 , 571

• 29. Dan Reiter and Allan C. Stam III (1998), 'Democracy and
Battlefield Military Effectiveness,', Journal of Conflict Resolution,
42 (3), June, 259-77 • 582

Name Index M , 601


