LECTURE 3
RATIONAL CHOICE THEORIES (II):

ECONOMIC THEORIES OF ETHNIC CONFLICT
· Since the late 1990s, a number of scholars have tried to expand the debate on the causes of ethnic conflicts beyond the traditional grievance paradigm

· In the context of debates about so-called ‘new’ wars, arguments about economically motivated violence gained, and to some extent, maintain significant currency, but have also been severely criticised
· Key authors in this debate have been:

· Paul Collier and his associates at the World Bank: classic opportunity-based model of ethnic conflict
· Karen Ballentine and her associates at the International Peace Academy: advanced model of greed AND grievance
Paul Collier and Anke Hoeffler, On Economic Causes of Civil War, Oxford Economic Papers 50 (1998) 563-573

· War occurs if the incentive for rebellion is sufficiently large relative to the costs

· The objective of rebellion is either to capture the state or to secede from it. 
· In general, the incentive for rebellion is the product of the probability of victory and its consequences. 

· The probability of victory depends upon the capacity of the government to defend itself

· The incentive for rebellion conditional upon victory is determined by the capacity of a future rebel government to reward its supporters. 
· The costs of rebellion: 

· Opportunity cost of rebel labour 

· Disruption to economic activity caused by warfare

· These costs of rebellion increase with the duration of the conflict. 
· The expected duration of the conflict also affects the gains from rebellion 

· Hence, the probability of war is diminishing in both the expected duration of conflict and the per capita income of the population 

· To summarise, both the probability of civil war and its duration are a function of the gains from rebellion, made up of the probability of rebel victory and the gains from victory (state capture or secession), and the costs of rebellion, made up of the opportunity costs of conflict and the cost of coordination. 
· Findings:

· Civil war is overwhelmingly a phenomenon of low income countries.

· Possessing natural resources made things worse, unless there were plenty of them.

· Countries with larger populations have higher risks of war and these wars last longer: greater attraction of secession. 

· Hence, it is not ethno-linguistic fractionalisation which is damaging to societies but that degree of fractionalisation which most facilitates rebel coordination.

Paul Collier and Anke Hoeffler, Greed and Grievance in Civil War, World Bank Research Paper 2001
· Rebellion needs both motive and opportunity: opportunities are more important in explaining conflict than are motives

· Political science and economic approaches to rebellion have assumed both different rebel motivation – grievance versus greed – and different explanations – atypical grievances versus atypical opportunities

· Quantitative indicators of opportunity

· Opportunities for financing rebellion: 

· Extortion of natural resources

· Donations from diasporas

· Subventions from hostile governments

· Opportunities arising from atypically low cost: proxies for foregone income: 
· Mean income per capita
· male secondary schooling
· growth rate of the economy

· Other opportunities:

· Conflict-specific capital (such as military equipment) is unusually cheap. We proxy the cost of such capital by the time since the most recent previous conflict: the legacy of weapon stocks, skills, and organizational capital will gradually depreciate. 

· Atypically weak government military capability

· Terrain favourable to rebels: forests and mountains provide rebels with a safe haven

· Geographic dispersion of the population may also inhibit government capability

· Low population density and low urbanization may inhibit government capability

· Social cohesion

· Grievances

· ethnic or religious hatred
· political repression
· political exclusion
· economic inequality
· Findings

· Primary commodity exports are highly significant: the risk of conflict peaks when they constitute around 32% of GDP

· Foregone earnings are also significant: secondary schooling and growth both reduce conflict risk. 

· Cost of conflict-specific capital (the number of months since any previous conflict [back to 1945]): highly significant 
· The time since the previous conflict is again highly significant: time heals.

· Ethnic dominance is the only significant grievance variable: if a country is characterized by ethnic dominance its risk of conflict is nearly doubled.

· Democracy is highly significant: repression increases conflict risk.
· All three grievance models have very low explanatory power 

· Opportunity as an explanation of conflict risk is consistent with the economic interpretation of rebellion as greed-motivated
Karen Ballentine and Jake Sherman, The Political Economy of Armed Conflict: Beyond Greed and Grievance, Lynne Rienner 2001
· Case studies of Colombia, Nepal, Bougainville, Kosovo, Sri Lanka, Burma, DRC, Sierra Leone, Angola

· Qualitative studies can capture influence of economic factors and their interplay with non-economic factors better

· Other factors include: 

· Socio-economic and political grievances

· Inter-ethnic disputes 

· Security dilemmas

· Impact of economic factors on incidence of conflicts
· Nowhere the sole factor causing outbreak of conflict

· Kosovo, Sri Lanka, Bougainville: grievances and insecurity bred by systematic exclusion of minorities from political and economic participation

· Nepal: landlessness and caste system

· Colombia and Angola: Cold War struggle for state capture, i.e., ideological battles
· Sierra Leone and DRC: more economically driven, but also political misrule, corruption, socio-economic deterioration, institutional decay
· Opportunities matter: 

· economic gain, terrain, poverty, unemployment

· BUT: do they contribute by reducing relative costs of joining rebellion OR by fuelling grievances
· Diasporas:

· Highly variable dispositions towards conflicts ‘at home’

· Dependent on opportunities in new host-country

· E.g., Kosovo Albanian diaspora first supported peaceful movement for independence, then KLA

· Social capital of ethnic communities can make rebellions viable despite unfavourable opportunity structure (Kosovo) [also note moral hazard argument]

· Effective governance mediates between resource dependence and opportunity for rebellion

· PNG: high GDP but low government capacity to deal with Bougainville

· Shadow economies and reach of government control are functional  and spatial dimensions of state capacity

· Impact of economic factors on duration of conflicts

· Access to lucrative economic resources is a more important factor here

· BUT: is self-enrichment an end in itself or instrumental for war funding?

· Type of access to resources is important, too: 

· Direct access by combatants can create discipline problem and prolong conflicts

· Indirect access by combatants through their command structure means more readily enforceable compliance and commitment to peace
· Impact of economic factors on intensity of conflicts

· No direct correspondence between more resources and higher intensity

· Colombia and Sri Lanka: yes

· Angola, Sierra Leone, DRC: no
Limitations of greed-based explanations
· Collier/Hoeffler 

· exclude all anti-colonial liberation wars
· do not analyse different subsets of conflicts (ideological vs ethnic vs criminal assaults on state)
· commodity export dependency also indicates high level of incorporation in international economy which has been found elsewhere to be an indicator for much reduced conflict risk
· no consideration of instrumental use of ‘greed’: funding for a politically/ethnically/ideologically motivated campaign
· reliance on country indicators does not account for sub-state variation
