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Foreword

HY SHOULD THE WORLD BANK FOCUS ON CIVIL WAR?

Basically, there are two reasons. First, civil war usually has

devastating consequences: it is development in reverse. As
civil wars have accumulated and persisted, they have generated or in-
tensified a significant part of the global poverty problem that is the
World Bank’s core mission to confront. Part of the purpose of this
report is to alert the international community to the adverse conse-
quences of civil war for development. These consequences are suffered
mostly by civilians, often by children and by those in neighboring
countries. Those who make the decisions to start or to sustain wars are
often relatively immune to their adverse effects. The international com-
munity therefore has a legitimate role as an advocate for those who are
victims. The second reason why the World Bank should focus on civil
war is that development can be an effective instrument for conflict pre-
vention. The risk of civil war is much higher in low-income countries
than in middle-income countries. Civil war thus reflects not just a
problem for development, but a failure of development. The core of
this report sets out the evidence on the efficacy of development for con-
flict prevention and proposes a practical agenda for action. The World
Bank and its partner development agencies can undertake parts of this
agenda, but other parts depend on international collective action by the
governments of industrial countries. One important forum for such ac-
tion is the Group of Eight.

Our research yields three main findings. First, civil wars have highly
adverse ripple effects that those who determine whether they start or
end obviously do not take into account. The first ripple is within the
country: most of the victims are children and other noncombatants.
The second ripple is the region: neighboring countries suffer reduced

X



FOREWORD

incomes and increased disease. The third ripple is global: civil war gen-
erates territory outside the control of any recognized government, and
such territories have become the epicenters of crime and disease. Many
of these adverse consequences persist long after the civil war has ended,
so that much of the costs of a war occur after it is over.

The second finding is that the risks of civil war differ massively ac-
cording to a country’s characteristics, including its economic character-
istics. As a result, civil war is becoming increasingly concentrated in rel-
atively few developing countries. Two groups of countries are at the
highest risk. One we refer to as the marginalized developing countries,
that is, those low-income countries that have to date failed to sustain the
policies, governance, and institutions that might give them a chance of
achieving reasonable growth and diversifying out of dependence on pri-
mary commodities. On average, during the 1990s these countries actu-
ally had declining per capita incomes. Such countries are facing a Rus-
sian roulette of conflict risk. Even countries that have had long periods
of peace do not seem to be safe, as shown by recent conflicts in Cote
d’'Ivoire and Nepal. It is imperative that such countries are brought into
the mainstream of development. The other high-risk group is countries
caught in the conflict trap. Once a country has had a conflict it is in far
greater danger of further conflict: commonly, the chief legacy of a civil
war is another war. For this group of countries the core development
challenge is to design international interventions that are effective in
stabilizing the society during the first postconflict decade.

The third finding is that feasible international actions could sub-
stantially reduce the global incidence of civil war. Although our pro-
posals are wide-ranging, including aid and policy reform, we place par-
ticular emphasis on improving the international governance of natural
resources. Diamonds were critical to the tremendous economic success
of Botswana, but also to the social catastrophe that engulfed Sierra
Leone. The Kimberley process of tracking diamonds is intended to cur-
tail rebel organizations” access to diamond revenues. The “publish what
you pay’ initiative, launched by the nongovernmental organization
Global Witness, is intended to increase the transparency of natural re-
source revenues to governments. Transparency is, in turn, an input into
enhanced domestic scrutiny of how such revenues are used. If rebel fi-
nances can be curbed and citizens come to believe that resources are
being well used, civil war will be less likely. A third element in a pack-
age of improved international governance of natural resources is to



cushion the price shocks that exporters commonly face. Price crashes
have been associated with severe recessions that directly increase the
risk of civil war and have sometimes destabilized economic manage-
ment for long periods. At present the international community has no
effective instrument to compensate for these shocks.

International collective action has seldom looked so difficult, but the
cost of failure will be measured in violence and poverty.

Nicholas Stern

Senior Vice-President
and Chief Economist

The World Bank

April 2003
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Overview

OST WARS ARE NOW CIVIL WARS. EVEN

though international wars attract enormous

global attention, they have become infrequent

and brief. Civil wars usually attract less atten-

tion, but they have become increasingly com-

mon and typically go on for years. This report

argues that civil war is now an important issue for development. War

retards development, but conversely, development retards war. This

double causation gives rise to virtuous and vicious circles. Where de-

velopment succeeds, countries become progressively safer from violent

conflict, making subsequent development easier. Where development

fails, countries are at high risk of becoming caught in a conflict trap in
which war wrecks the economy and increases the risk of further war.

The global incidence of civil war is high because the international

community has done little to avert it. Inertia is rooted in two beliefs:

that we can safely “let them fight it out among themselves” and that

“nothing can be done” because civil war is driven by ancestral ethnic

and religious hatreds. The purpose of this report is to challenge these
beliefs.

Let Them Fight It Out among Themselves?

ART I INVESTIGATES THE ECONOMIC AND SOCIAL COSTS OF
civil war. The costs the active participants in combat bear ac-
count for only a trivial part of the overall suffering. The damage
from a war ripples out in three rings. The inner ring is the displace-
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ment, mortality, and poverty inflicted on noncombatants within the
country, and this is the subject of chapter 1. The United Nations High
Commission for Refugees is currently assisting more than 5 million in-
ternally displaced persons as a result of civil war. Many of these dis-
placed people are forced to move to areas where the partial immunity
they have acquired to malaria is no longer effective, and so their mor-
tality rate rises. By the end of the typical civil war incomes are around
15 percent lower than they would otherwise have been, implying that
about 30 percent more people are living in absolute poverty. However,
the end of a civil war does not end the costs arising from it. Many of
the economic costs, such as high military expenditure and capital flight,
persist for years after the conflict. So too do heightened mortality and
morbidity rates. Approximately half of the loss of disability-adjusted
years of life expectancy due to a conflict arise after it is over. These eco-
nomic and health costs of conflict are not usually compensated by any
postconflict improvements in economic policy, democratic institutions,
or political freedom. On the contrary, all three usually deteriorate. The
typical civil war starts a prolonged process of development in reverse.

Chapter 2 focuses on civil wars’ spillover effects beyond the country.
The second ring of suffering affects neighboring countries. Refugees
stream across borders carrying and spreading the infections to which
they have been exposed; for example, for every 1,000 international
refugees the host country sees around 1,400 additional cases of malaria.
Neighboring economies also suffer in other ways: growth rates are sig-
nificantly reduced and neighbors increase their military expenditure in
a chain reaction of local arms races. Often the costs of a civil war to the
combined neighboring countries are of the same order of magnitude as
the costs to the country itself. Through all these routes civil war is a re-
gional public bad.

The outer ring of suffering is global. Civil war creates territory out-
side the control of any recognized government. One major use for this
territory is to produce and transport drugs: 95 percent of the global
production of hard drugs occurs in countries with civil wars and the
major supply routes run through conflict territories. A more speculative
possible global cost of civil war is the current AIDS pandemic. Some
evidence suggests that this was triggered by the rapid spread of a highly
localized infection caused by mass rape during a civil war. A further
global shock to which civil war has contributed is Al Qaeda. When in-

ternational terrorism is conducted on a large scale, the organization



needs a safe haven that can probably only be provided in territory out-
side the control of any recognized government. Al Qaeda chose to lo-
cate in Taliban-held territory in Afghanistan, even though most of its
recruits were not Afghans. It also used the war in Sierra Leone to gen-
erate profits from the trade in conflict diamonds and to store its wealth.
The global mortality caused by hard drugs and international terrorism
is a significant toll, but the wider social costs are immense. The World
Bank estimates that the September 11 attacks alone may have increased
global poverty by 10 million people.

We have no reason to think that those who decide to embark on civil
war—the active participants, especially a few leaders—take all this suf-
fering of others into account. Furthermore, many of these adverse ef-
fects are highly persistent. The typical civil war lasts long enough,
around seven years, but the damage persists well beyond the end of the
conflict. Once disease has set in, a country may need many years of
peace to revert to its preconflict morbidity and mortality rates. Simi-
larly, once an economy has experienced a wave of capital flight and em-
igration, this tends to continue even when the conflict is over. In addi-
tion, the regional escalation in military expenditure can persist because
of insufficient coordination to reduce it. In many cases most of the
costs of a civil war occur only once it is over. Again, those who have the
power of decision are unlikely to take these consequences into account.
Thus, in practice, the attitude let them fight it out among themselves
gives license to a few thousand combatants and a few dozen of their
leaders to inflict widespread misery on millions of others.

What Can We Do about Ancestral Hatreds?

AN THE INTERNATIONAL COMMUNITY DO ANYTHING TO

reduce the global incidence of civil war? If violence is simply

determined by ancestral ethnic and religious hatreds, outsiders
can probably do little. Part II turns to the underlying factors that de-
termine the global incidence of civil war.

Chapter 3 discusses what makes some countries prone to civil war. Of
course, each civil war is different and has its own distinctive, idiosyn-
cratic triggers, be they a charismatic rebel leader or a provocative gov-
ernment action, but beneath these chance circumstances patterns are
apparent. Some social, political, and economic characteristics systemat-

OVERVIEW
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ically increase the incidence of civil war, and we show that ethnicity and
religion are much less important than is commonly believed. Indeed, so-
cieties that are highly diverse mixtures of many ethnic and religious
groups are usually safer than more homogenous societies. By contrast,
economic characteristics matter more than has usually been recognized.
If a country is in economic decline, is dependent on primary commod-
ity exports, and has a low per capita income and that income is un-
equally distributed, it is at high risk of civil war. This cockail is so lethal
for several reasons. Low and declining incomes, badly distributed, cre-
ate a pool of impoverished and disaffected young men who can be
cheaply recruited by “entrepreneurs of violence.” In such conditions the
state is also likely to be weak, nondemocratic, and incompetent, offer-
ing little impediment to the escalation of rebel violence, and maybe even
inadvertently provoking it. Natural resource wealth provides a source of
finance for the rebel organization and encourages the local population
to support political demands for secession. It is also commonly associ-
ated with poor governance. Disputes often fall along ethnic and reli-
gious divisions, but they are much more likely to turn violent in coun-
tries with low and declining incomes.

The Conflict Trap

NCE SUCH A COUNTRY STUMBLES INTO CIVIL WAR, ITS RISK

of further conflict soars. Conflict weakens the economy and

leaves a legacy of atrocities. It also creates leaders and organi-
zations that have invested in skills and equipment that are only useful
for violence. Disturbingly, while the overwhelming majority of the
population in a country affected by civil war suffers from it, the lead-
ers of military organizations that are actually perpetrating the violence
often do well out of it. The prospect of financial gain is seldom the pri-
mary motivation for rebellion, but for some it can become a satisfac-
tory way of life. This is a further reason why the participants in a civil
war should not be left to fight it out among themselves. Some evidence
suggests that decade by decade, civil wars have been getting longer.
While this may be due to circumstances in individual countries, it more
likely reflects global changes that have made civil wars easier to sustain
by allowing rebel groups to raise finance and acquire armaments more

easily.



The Rising Global Incidence of Conflict

HE INCIDENCE OF CIVIL WAR HAS INCREASED SUBSTANTIALLY

over the past 40 years. As this has been a period of unprece-

dented global economic development, it might appear evident
that development has not been an effective remedy for violent civil con-
flict, but to make sense of the patterns we need to distinguish between
different groups of countries. This is the subject of chapter 4.

Many developing countries have either already reached middle-
income status or have policy and institutional environments that should
put them on track to do so. Around 4 billion people live in such coun-
tries. Currently, as a group, they face a risk of civil war four times as
high as the negligible risk societies in countries of the Organisation for
Economic Co-operation and Development (OECD) face; however, 30
years ago their risk was five times as high, so they are converging with
the group of countries already in secure peace.

Nevertheless, more than a billion people live in low-income coun-
tries that have been unable to adopt and sustain policies and institu-
tions conducive to development. On average, these countries have been
in economic decline and have remained dependent on natural resources
or other primary commodities. This group of countries face far higher
risks: typically around 15 times as high as OECD societies. Indeed,
these risks have been rising as economies have deteriorated. Forty years
ago there were many fewer independent, low-income countries. Most
low-income countries were under the imposed peace of colonialism or
were fighting liberation wars. As countries gained independence they
started, in effect, to play Russian roulette with civil war risk. Many of
them stumbled into conflict, and where this happened the conflict trap
implied an even higher risk of further conflict. This is the group that
increasingly accounts for the global incidence of conflict.

Thus the overall trend in the global incidence of conflict is made up
of two radically divergent components. For most of the world’s popu-
lation development has been significantly reducing risks, but a signifi-
cant minority of people live in low-income countries that have not
shared in development. For them the risks have been increasing.

If these two opposing forces persist, the global incidence of conflict
will not continue to rise indefinitely, but neither will development se-
cure global peace. The world will find itself stuck with a self-sustaining
incidence of civil war, determined predominantly by the large and per-

OVERVIEW
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sistent pool of nondeveloping, low-income countries. These countries
will account for a small and diminishing share of global income, but
they will be responsible for a high share of the regional and global

spillovers from civil war.

Nothing Can Be Done

ART III TURNS TO THE POLICIES THAT MIGHT BE EFFECTIVE IN

reducing the global incidence of conflict. Some of these require

action at the national level and others at the global level. Until
recently, superpower rivalries made an international policy toward civil
war unrealistic. Developing country governments lined up on one side
or the other, and many rebel movements could count on some degree
of cover from the opposing superpower. Therefore the question of what
international responses were appropriate has only been worth posing in
the past decade. Because asking the question had made little sense, the
analysis to guide post—Cold War responses was not in place. Relative to
many other questions the analysis is still seriously incomplete, but we
are no longer completely in the dark. We now know enough for a rea-
sonable basis for action.

Economic development is central to reducing the global incidence of
conflict; however, this does not mean that the standard elements of de-
velopment strategy—market access, policy reform, and aid—are suffi-
cient, or even appropriate, to address the problem. At the most basic
level, development has to reach countries that it has so far missed. Be-
yond this, development strategies should look different in countries
facing a high risk of conflict, where the problems and priorities are dis-
tinctive. In addition, some policies that are not normally part of devel-
opment strategy affect the risk of conflict, such as the presence of external
peacekeeping forces, the tendency toward domestic military expendi-
tures, and the design of political institutions. In designing a strategy for
risk reduction a useful approach is to view all the interventions that sig-
nificantly affect risk in an integrated way. For example, different inter-
ventions are most effective at different phases, and so may best be se-
quenced. Because different actors who are not used to working together
determine the interventions, to date this has not been common practice.

The global incidence of conflict is made up of four very different
components, each of which needs a distinctive approach. This is the
subject of chapter 5. The first is the relatively low risk of conflict that is



faced by a large group of middle-income countries and by some low-
income countries that are on track to becoming middle-income because
of good policies and rapid growth. For this class of countries the main risk
probably comes from sudden economic crashes, such as that Indonesia
experienced in the late 1990s. These crashes are in any case disastrous,
and the heightened risk of conflict simply adds a further reason why both
national and international action needs to be taken to avoid such shocks
and to cushion them when they happen. This is the group of countries
that has already participated in global growth. Accelerating their growth
would make a modest, but significant, contribution to global peace.

The second component of the global incidence of conflict is the
much higher risk stagnant or declining low-income countries face. This
group has basically been missed by development to date, and is in ef-
fect locked in a game of Russian roulette in which the probability of
war is dangerously high. Igniting development in this group would
make a far more substantial contribution to global peace, but is diffi-
cult because it has not been achieved to date. A particularly helpful as-
pect of development for these countries would be to help them diver-
sify out of dependence on primary commodity exports.

The third component of the global incidence of conflict is the coun-
tries currently in conflict. If the typical conflict could be shortened,
then the global incidence of conflict would decrease significantly. Past
international interventions to shorten conflict have not been systemat-
ically effective; however, some evidence suggests that conflicts can be
shortened by squeezing rebel organizations of their sources of external
finance. Yet in the absence of other interventions shortening conflicts
is not particularly effective: countries in the conflict trap simply pass in
and out of war more frequently.

The final component of the global incidence of conflict is those
countries that are in the first decade of postconflict peace. For this
group the risks of further conflict are exceptionally high: approximately
half will fall back into conflict within the decade. This is the area that
probably has the most scope for effective international interventions to
reduce the incidence of conflict. What is most likely required is a coor-
dination of external military peacekeeping for the first few years with a
buildup of large aid programs during the middle of the decade. Both
military peacekeeping and aid could be made conditional on the rapid
reform of government policies and institutions, so that by the end of
the decade the society is reasonably safe from further conflict. We show
that an integrated approach involving external military support, aid,
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and policy reform could, over the course of two decades, take postcon-
flict countries well out of the zone of high risk and reduce their risk of
conflict to only a quarter of its initial level.

No single intervention is decisive in reducing the global incidence of
conflict; however, different measures complement each other and cu-
mulate. Our simulation of a package of development measures suggests
how the global incidence of conflict could be reduced to less than half
of its present level. Some of the actions needed for such an improve-
ment come from the governments of developing countries, and some
require action at an international level.

Chapter 6 sets out a specific agenda for international action. Because
those who decide whether to initiate civil wars and whether to accept a
settlement ignore the large and adverse spillovers from civil war, this
gives the international community both the moral right and the prac-
tical duty to intervene to prevent and shorten conflicts.

International interventions have recently had some important suc-
cesses, such as the launch of the Kimberley process to regulate trade in
diamonds and the international ban on antipersonnel mines. We con-
sider three further sets of interventions: aid, the governance of natural
resources, and military peacekeeping.

Aid has substantial potential for conflict prevention, particularly in
postcontflict settings, and in the past donors have probably not got their
aid policies right. Aid has usually flooded in during the immediate
postconflict period, when the country is prominent in the international
media, and then rapidly tapered out. Based on our analysis, overall aid
should have been larger during the first postconflict decade, but it
should have gradually tapered in during the decade. There is also con-
siderable scope to retarget aid toward low-income countries: the inter-
national community has provided much aid to middle-income coun-
tries where conflict risks are usually quite low.

Natural resource endowments have the potential for poverty reduc-
tion, but historically have often been associated with conflict, poor gov-
ernance, and economic decline. Because the adverse effects of natural
resources work through a number of routes, several distinct interven-
tions could be helpful.

One global objective might be to make securing finance more diffi-
cult for rebel organizations. The Kimberley process has this objective,
and it needs to be monitored. If it is successful, it could be replicated
for some other commodities. If it is unsuccessful, the present voluntary
agreement may need to be strengthened by legislation. There is also



scope to supplement the tracking of commodities with the tracking of
the financial flows that are their counterparts, and the international
banking system is now rightly coming under pressure to provide more
effective scrutiny of the transactions it administers. A further source of
rebel finance is from ransoms and extortion. Obviously such activities
are already illegal, but the scale of payments can probably be reduced by
government action in the OECD countries in which targeted compa-
nies are based. For example, the recent emergence of a market for ran-
som insurance is probably undesirable in that it escalates payments. A
final source of rebel finance is from illicit primary commodities, notably
coca and opium. The current OECD regulatory environment makes
territory outside the control of a recognized government extremely valu-
able, and this clearly facilitates conflict. Many options for redesigning
drug policy are available that would moderate this dangerous effect.

A distinct reason why countries dependent on natural resources face
problems is their exposure to price shocks. OECD governments, and
indeed charities, have been good at responding to such photogenic
shocks as earthquakes and hurricanes, but have utterly failed to respond
to the much more severe shocks caused by price crashes. There is con-
siderable scope for both the international financial institutions and bi-
lateral donors to provide better cushioning of these shocks and to con-
duct their commercial policies in such a way as to reduce price shocks
in the first place.

A final reason why countries dependent on natural resources face
problems is that their revenues are often used inefficiently or corruptly.
The Monterrey consensus emphasized that both industrial and devel-
oping country governments have responsibilities in this context. There
is a case for a template of governance of natural resource revenues to
which governments could choose to adhere. Such a template would in-
clude transparency and effective scrutiny. It could potentially be used
as a signal of reduced exposure to political risk, and so help to attract
more reputable resource extraction companies to low-income environ-
ments. The international financial institutions have a potential role
here in aggregating revenues from the individual accounts of resource
extraction companies and publishing the resulting estimates of revenue
in a way that integrates the information with budgetary data.

Especially in postconflict situations, government military spending
tends to be excessive. High spending tends to increase risks rather than
to contain them. Through powerful regional arms races, this high
spending becomes a regional public bad. There is scope for regional po-
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litical organizations to negotiate mutual reductions in spending. The
international financial institutions may have a role here as honest bro-
kers monitoring that countries actually implement agreed reductions in
spending,.

Finally, and more speculatively, we consider the coordination of ex-
ternal military interventions with aid and policy reform. We suggest
that in many postconflict environments neither aid, nor policy reform,
nor even new democratic political institutions can realistically secure
peace during the first few years. External military intervention may be
the only practical guarantor of peace. An effective sequence might be
that large aid inflows are phased in during the middle of the postcon-
flict decade, generating a growth spurt that may enable a substantial re-
duction of the military presence. As the conflict-related aid program ta-
pers out at the end of the decade, if the government has used the decade
well to accelerate reforms, it should be in a position to sustain the rapid
growth that can make the society safer.

In securing a safer world, no single intervention is likely to be deci-
sive. Contflict risk works through multiple channels, and so calls for a
package of complementary solutions. Furthermore, most interventions
take time to work. However, our simulations suggest that if action is
taken now, by 2015—the timetable for the attainment of the Millen-
nium Development Goals—more than halving the global incidence of
civil war would be feasible.

At present, reducing the global incidence of civil war is not included
as a Millennium Development Goal. Yet both because war is so power-
fully development in reverse and because peace is a fundamental good
in its own right, it is surely appropriate as a core development objec-
tive. It is also much more readily monitorable than any of the other
goals and, indeed, is already monitored by the authoritative Swedish
International Peace Research Institute. The case for treating the halving
of the incidence of civil war as a Millennium Development Goal is the
same as that for the current goals: explicit commitments help the in-
ternational community to sustain collective action. Because the risk of
war is so heavily concentrated in the minority of developing countries
we have referred to as “marginalized,” attaining the overarching goal of
halving world poverty without having much impact on the incidence
of conflict would unfortunately be entirely possible. The goal of halv-
ing the incidence of civil war would help to focus efforts on those coun-
tries and people who are at the bottom of the heap.



PART I

CRY HAVOC: WHY CIVIL
WAR MATTERS

Cry havoc and let slip the dogs of war.
Shakespeare, Henry IV

CIVIL WAR DIFFERS RADICALLY FROM BOTH IN-
ternational war and communal violence. Unlike
international war, it is fought outside any struc-
ture of rules and entirely within the territory of
the society. Unlike communal violence, it im-
plies a rebel organization equipped with arma-
ments and staffed with full-time recruits. Such
rebel armies usually have little option but to live
off the land. These features typically escalate the
social costs of civil war above the costs of either
international war or communal violence. For
example, the same conflict between Eritrea and
Ethiopia generated both a civil war and, follow-
ing Eritrean independence, an international war.
As a civil war the conflict lasted for 30 years and
was ended only by military victory. As an inter-
national war the conflict was subject to the full
panoply of international mediation and ended
swiftly in a negotiated settlement. To analyze
civil war we need to know what we mean by it.
We adopt a precise but conventional definition:
civil war occurs when an identifiable rebel or-
ganization challenges the government militarily
and the resulting violence results in more than

1,000 combat-related deaths, with at least 5 per-
cent on each side. There are many other forms
of group violence, such as protests, riots, and
pogroms, but we do not consider them here.

The perpetrators of civil war usually adopt
the rhetoric that the war is a necessary catalyst
for social progress. Occasionally this is right, but
more typically war is an economic and social
disaster for the affected country. Therefore, for
those who care about development, civil war is
a major problem. This is the focus of chapter 1:
a theme of the chapter is that civilians, not the
active combatants, suffer the main adverse con-
sequences of civil war, and that many of these
consequences accrue long after the war is over.
Hence the people who determine whether war
occurs are likely to ignore much of its adverse
consequences. Furthermore, civil war has severe
consequences that spill over regionally and glob-
ally, and civil war is not just a problem for the
countries directly affected. Thus the attitude
“let them fight it out among themselves” is not
just heartless, it is foolish. This is the subject of
chapter 2.



During a civil war a society diverts some of its
resources from productive activities to violence.
As a result, the society loses twice over. The di-
verted resources are lost to productive activity,
analogous to the loss from what economists call
rent-seeking. Because much of the increase in
military spending is on government forces paid
for out of the government budget, resources are
disproportionately diverted from government pro-
vision of useful public goods, such as health care
and policing. However, whereas rent-seeking ac-
tivities are simply unproductive, the increase in
violence is harmful. One part of society is pro-
ducing while another part is destroying.

Most of the costs of civil war accrue from these
destructive activities. The power of the gun dis-
places civil rights. Men with guns, from both
rebel and government forces, can steal, rape, and
murder with impunity. Behind this veil of havoc,
the localized collapse of order extends impunity
to criminal and other antisocial behavior. The
primary response to the fear of theft, rape, and
murder is flight. People try to shift their assets
to safety, and they themselves flee. This flight
in turn creates massive problems, especially for
health, as people are pushed into areas where they
lack immunity to disease. They then carry these
diseases with them, infecting host populations.



CHAPTER ONE

Civil War as Development

in Reverse

HIS CHAPTER FOCUSES ONLY ON THE EFFECTS OF

civil war within the country that is directly affected.

War has economic and social costs. Some of these

accrue to the combatants, but many affect people

who have no part in the decisions that create and

sustain the conflict. Furthermore, many of the ad-
verse consequences of a conflict occur only once it is over and are prob-
ably ignored in combatants’ decisions. We begin with the costs that
arise during conflict and then turn to the legacy effects.

Costs during Conflict

HIS SECTION DISTINGUISHES BETWEEN THE ECONOMIC
and social costs of conflict.

Economic Costs

During a civil war a society diverts some of its resources from produc-
tive activities to destruction. This causes a double loss: the loss from
what the resources were previously contributing and the loss from the
damage that they now inflict (figure 1.1).

The first loss can to some extent be quantified, as governments in-
crease their military expenditure during civil war, and this directly re-
duces economic growth. During peacetime the average developing
country, defined as a country with less than US$3,000 per capita gross
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Figure 1.1 GDP per capita before and after civil war
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Source: Sambanis (2003).

domestic product (GDP) in 1995, spends about 2.8 percent of GDP
on the military. During civil war, on average, this increases to 5 percent.
This is likely to cause a decrease in other public expenditures such as
those on infrastructure and health. The decrease in the supply of such
public goods has consequences for incomes and social indicators, and
here we focus on the effects on income. Before taking any of the de-
structive effects of military activity into account, we can estimate its
consequences for crowding out productive expenditures. Knight, Loayza,
and Villanueva (1996) quantify the costs to growth of military spend-
ing during peacetime. Their simulations suggest that the additional 2.2
percent of GDP spent on the military, sustained over the seven years
that is the length of the typical conflict, would lead to a permanent loss
of around 2 percent of GDP. Of course, the increase in government
military spending is only part of the diversion of resources into vio-
lence. The resources rebel groups control are also a diversion from pro-
ductive activities.

However, the main economic losses from civil war arise not from the
waste constituted by diverting resources from production, but from the
damage that the diverted resources do when they are used for violence.
The most obvious cost arises from the direct destruction of infrastruc-
ture. During the war rebel forces target physical infrastructure as part
of their strategy. The main targets are the enemy’s communication and
support lines, such as telecommunications, airports, ports, roads, and
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bridges. In addition to this strategic destruction of key infrastructure,
rebels and government soldiers loot and destroy housing, schools, and
health facilities. An example is Mozambique (Briick 2001), where
about 40 percent of immobile capital in the agriculture, communica-
tions, and administrative sectors was destroyed. The prewar transport
system had been a large foreign income earner, as goods were trans-
ported from and to the neighboring states of Malawi, South Africa,
Swaziland, and Zimbabwe, but 208 out of 222 units of rolling stock
were lost or badly damaged between 1982 and 1989. Similarly, during
the war in Liberia in the mid-1990s all major infrastructures were dam-
aged and looted. Monrovia, the largest port, suffered major damage
during the first few months of the war, most of the electricity generat-
ing capacity of the Liberian Electricity Corporation was destroyed, and
looting removed much of the distribution and transmission systems.
Infrastructure is an important determinant of economic growth (Can-
ning 1998), and so destruction of infrastructure on such a scale is
bound to reduce incomes.

Probably a more substantial cost arises from the fear that violence in-
evitably generates. Frightened people flee from their homes. They also
tend to lose the few assets they possess. For example, in a survey of
households in Uganda, Matovu and Stewart (2001) found that two-
thirds of respondents had lost all their assets. Their houses were bombed
or unroofed; their household belongings, such as bicycles and furniture,
were looted; and their cattle were stolen by soldiers. In Mozambique less
than a fifth of the recorded 1980 cattle stock remained by 1992. Cattle
were lost because of direct rebel activity, that is, rebels stole them to feed
their troops and killed them to spread terror, and because of indirect ef-
fects of warfare, namely, a lack of feed and veterinary attention during
the war. Faced with the prospect of such losses, people try to protect
their assets by shifting wealth abroad (Collier, Hoeffler, and Pattillo
2002). Prior to conflict the typical civil war country held 9 percent of
its private wealth abroad. By the end of the civil war this had risen to
an astonishing 20 percent, so that more than a 10th of the private cap-
ital stock had been shifted abroad. Even this probably underestimates
the extent of overall capital flight, for example, cattle may be moved to
neighboring countries and sold.

The disruption of civil war shortens time horizons and the displace-
ment severs family and community links. Both weaken the constraints
on opportunistic and criminal behavior. For example, during the Rus-
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Box 1.1 Violent conflict and the transformation of social capital

Cambodia

Thirty years of warfare all but destroyed most forms
of social capital in Cambodia. During the Lon Nol
regime, traditional sources of social capital were
severely eroded throughout Cambodia. Many vil-
lages were forced to reallocate or were split as a
result of warfare, bombing, and Lon Nol recruit-
ment. Within villages exchange slowed, and soli-
darity around the temple dissolved.

The Khmer Rouge ushered in another era of or-
ganized violence that included systematic attacks on
traditional Cambodian society norms, culture, reli-
gion, organizations, networks, and even the family.
Community and family members were encouraged
to spy on and report on each other, which destroyed
trust and planted the seeds of deeply rooted fear. A
war against class distinctions was waged, as at-
tempts to level economic status were instituted by
making everyone an unpaid agricultural laborer. By
destroying all social, political, and economic in-
stitutions in this extreme communistic experiment,
the brutal Khmer Rouge regime transformed and
depleted what little social capital had remained
from the Lon Nol period.

Source: Colletta and Cullen (2000).

Rwanda

During the genocide, social capital atrophied as
the country, communities, and families fell prey to
hatred and violence. Yet integrative forms of social
capital increased within families fighting for sur-
vival; among individuals attempting to save or res-
cue Tutsi; and in the small Muslim community
within Rwanda, which never took part in the geno-
cide. Strong, exclusionary social capital also emerged
within Hutu extremism, with extremely negative
ramifications for those excluded, showing that vio-
lence can coexist with, or be the result of, strong
bonding social capital among its perpetrators.

Once the killing began, Hutu killed not only
Tutsi unknown to them, but also their neighbors
and, in some cases, even family members. These in-
discriminate yet intimate killings led to the disinte-
gration of communes and families and fragmented
social cohesion in general. High levels of social cap-
ital existed both vertically and horizontally among
Hutu ranks, while bridging social capital that linked
Hutu with Tutsi was all but eliminated.
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sian civil war of 1920 the town of Nikolaev was in limbo between
White and Red occupation for two days. During those two days local
crooks chopped down all the trees lining the main avenue and stole the
wood (Figes 1996). During the Rwandan genocide of 1994, those with
assets faced a greater risk of being murdered (Andre and Platteau
1998). Colletta and Cullen (2000) analyze the relationship between vi-
olent conflict and the transformation of social capital using four case
studies: Cambodia, Guatemala, Rwanda, and Somalia (see box 1.1). In
response to heightened opportunism and uncertainty, people invest less
and retreat into those subsistence activities that are less vulnerable. For
example, in Uganda during the long period of social chaos the share of
the subsistence sector increased from 20 percent of GDP to 36 percent.
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Investigators have used both econometrics and case studies to esti-
mate the overall effect of civil war on the economy. An econometric
study finds that during civil war countries tend to grow around 2.2 per-
centage points more slowly than during peace (Collier 1999). Hence
after a typical civil war of seven years duration, incomes would be
around 15 percent lower than had the war not happened, implying an
approximately 30 percent increase in the incidence of absolute poverty.
The cumulative loss of income during the war would be equal to around
60 percent of a year’s GDP. Note that this is much larger than the loss
directly caused by the resources wasted on extra government military
spending, which suggests that most of the costs of war are due to the ad-
verse effects of violence rather than simply to the waste of resources.
Stewart, Huang, and Wang (2001) survey data from about 18 countries
affected by civil war. For the 14 countries whose average growth rates of
gross national product per capita could be calculated, the average annual
growth rate was negative, at —3.3 percent. Furthermore, they found that
a wide range of macroeconomic indicators worsened during the conflict:
in 15 countries per capita income fell, in 13 countries food production
dropped, in all 18 economies their external debt increased as a percent-
age of GDP, and in 12 countries export growth declined.

Social Costs

The most direct human effects of civil war are fatalities and population
displacements. In the modern civil war the composition of victims dif-
fers radically from the wars of the early 20th century, in that the impact
has shifted from military personnel to civilians. At the beginning of the
20th century about 90 percent of the victims were soldiers, but by the
1990s nearly 90 percent of the casualties resulting from armed conflict
were civilian (Cairns 1997).

To some extent the rise in civilian casualties is a consequence of new
military practices. Rebel recruitment strategies are now commonly co-
ercive, so people flee to avoid recruitment. For example, in response to
a recent rebel attack in rural Nepal, “About 35,000 people (out of a
population of 75,000) have left the district, mainly young men mov-
ing to India to avoid being forcibly recruited by the Maoists” (Holt
2003, p. 23). Furthermore, the military sometimes deliberately targets
civilians to create forced migration. Azam and Hoeffler (2002) analyze
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Figure 1.2 Total number of refugees, 1962-2002
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the different motives for targeting civilians in internal wars. On the one
hand, soldiers may terrorize civilians because they need loot to augment
their resources. An alternative hypothesis suggests that terrorizing the
civilian population plays a direct military role. Using cross-country
data from Sub-Saharan Africa they find support for the latter hypothe-
sis. Civilians are targeted mainly because the displacement of large frac-
tions of the civilian population reduces the fighting efficiency of the
enemy, as they cannot hide and obtain support as easily.

Forced migration broadly consists of two groups: refugees and inter-
nally displaced persons (IDPs). The United Nations High Commission
for Refugees (UNHCR) provides data on “people of concern,” that is,
people who received assistance from the organization. Approximately
86 percent of people of concern are refugees and IDPs. In 2001 the
UNHCR assisted about 12 million refugees and about 5.3 million IDPs
worldwide (figure 1.2).

Table 1.1 lists the world’s major refugee populations by country of
origin and the countries with the largest numbers of IDPs. Afghanistan
is one of the countries with the largest percentage of displaced popula-
tions in the world. During the 1990s almost 40 percent of the Afghan
population was living in refugee camps in asylum countries, mostly in
Iran and Pakistan. Liberia and Sudan also have exceptionally large per-
centages of their population either living as refugees in asylum coun-
tries or internally displaced (see box 1.2). Such displacements have
huge consequences for these individuals and their societies.
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Table 1.1 Major refugee and IDP populations, 2001

Refugees IDPs
Country of origin Years of war Main asylum countries  Total in millions Total in millions
Afghanistan 1978-2002 Iran, Pakistan 3.80 1.200
Burundi 1991-ongoing Tanzania 0.55 —
Iraq 1985-92 Iran 0.53 —
Sudan 1983—ongoing Central African Republic,
Democratic Republic of
Congo, Ethiopia, Kenya,
Uganda 0.49 —
Angola 1992-2002 Zambia, Democratic
Republic of Congo,
Namibia 0.47 0.202
Somalia 1988-92 Ethiopia, Kenya, United
Kingdom, United States,
Yemen 0.44 —
Bosnia-Herzegovina 1992-95 Serbia and Montenegro,
United States, Sweden,
Denmark, Netherlands 0.43 0.438
Democratic
Republic of Congo 1997-99 Burundi, Republic of
Congo, Rwanda,
Tanzania, Zambia 0.39 —
Vietnam 1960-75 China, United States 0.35 —
Eritrea 1998-2001 Sudan 0.33 —
Colombia 1984—ongoing n.a. — 0.720
Sri Lanka 1983-2002 n.a. — 0.683
Azerbaijan 1991-ongoing n.a. — 0.573
Russia 1999—-ongoing n.a. — 0.443
Georgia 1991-ongoing n.a. — 0.264
Serbia and
Montenegro (former
FR Yugoslavia) 1991-99 n.a. — 0.263
Liberia 1992-1996 n.a. — 0.196

n.a. Not applicable.

Source: UNHCR (2002).

Legacy Effects of Civil War

O THE EXTENT THAT CIVIL WAR HAS A POLITICAL RATIONALE
it is as a catalyst for social progress. A rebel leader might hon-

orably accept the terrible costs incurred during war as a high

but necessary price to pay for future improvements, but far from being
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Box 1.2 Refugees and IDPs in Liberia and Sudan

Liberia: A Nation Displaced
While official estimates for IDPs and refugees peak at
70 percent of the population, it is hard to see how a
single Liberian family has not been displaced at some
stage by Liberia’s civil war. Displacement in Liberia
has been driven by the conflict, with all its devastat-
ing political, economic, and social consequences.
The human costs of displacement are apparent,
but hard data have been difficult to collect, and of-
ficial statistics do not tell the whole story. The last
reliable census took place in 1974, with a subse-
quent exercise in 1984 remaining unfinished. The
baseline population figure most often used of 2.6
million at the outset of fighting is an extrapolation
based on previous birth and mortality rates. Of this
estimated population, at least 750,000 have fled as
refugees to neighboring or distant countries, an ad-
ditional million have been displaced internally, and
an estimated 100,000 to 150,000 have died or been
killed. The United Nations reports that 1.8 million,

virtually the entire remaining population, are de-

Source: Liberia: Scott (1998); Sudan: Ruiz (1998, pp. 139, 141).

pendent on aid. Violence has visited every one of
Liberia’s 15 counties and territories. The official
numbers therefore disguise the fact that all Liberi-
ans, from wealthy merchants in Monrovia to peas-
ant farmers up-country, have had their way of life
severely disrupted and, more often, destroyed. Most
of the refugees are in Cote d’Ivoire.

Sudan

“Civil war, primarily between northern and southern
Sudanese from 1955 through 1972 and from 1983
to the present, has left more than 1.5 million south-
ern Sudanese dead and a majority of the remaining
southern Sudanese population uprooted. The mas-
sive level of often deliberate death and displacement
has been one of the century’s largest, yet least-recog-
nized, tragedies. . . . The vast majority of the south-
ern Sudanese forced from their homes are internally
displaced. At the end of 1996, USCR reported that
as many as 4 million Sudanese, mostly southerners,
were internally displaced throughout Sudan.”

a catalyst for beneficial change, civil war typically leaves a persisting

legacy of poverty and misery.

Economic and Political Legacy

20

Several of the adverse economic effects of civil war are highly persistent.
Recall that during civil war military expenditure rises as a percentage of
GDP from 2.8 to 5.0 percent; however, once the war has ended, mili-
tary expenditure does not return to its former level. During the first
postconflict decade the average country spends 4.5 percent of GDP on
the military. The government often presents the modest reduction in
military spending from its wartime level as a peace dividend, but a
more accurate way of viewing postconflict military spending is to see it
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as a major hidden cost of conflict, hidden because abnormally inflated
military spending persists long after the conflict is over. Cumulatively
over the first decade of peace some 17 percent of a year’s GDP is lost in
increased military spending. This is far from being the only postconflict
cost of war, but alone it is substantial: during the typical conflict the
total income loss cumulates to around 60 percent of a year’s GDP.

A second cost during conflict is capital flight. Recall that during war
capital flight increases from 9 percent of private wealth to 20 percent.
By the end of the first decade of postconflict peace capital flight has
risen further to 26.1 percent. Far from realizing a peace dividend here,
the country experiences a war overhang effect. A possible reason for this
is that asset portfolios can only be adjusted gradually, so that even by
the end of a war the typical portfolio may not have fully adjusted to the
political uncertainty created by the war. Once a country has experi-
enced a civil war it is much more likely to see further conflict, so that
even though peace is an improvement, risk levels do not return to their
preconflict level. Thus even once peace has returned, people may still
wish to move more of their assets abroad. Capital repatriation requires
more than just peace. The same is true, only much more powerfully, for
human flight. Civil war gives a big impetus to emigration, but some of
these emigrants, especially those in industrial countries, then provide a
postconflict channel for further emigration.

A third persistent adverse legacy is the loss of social capital. Civil war
can have the effect of switching behavior from an equilibrium in which
there is an expectation of honesty to one in which there is an expecta-
tion of corruption. Once a reputation for honesty has been lost, the in-
centive for honest behavior in the future is greatly weakened. Clearly
civil war is not the only way in which a society can become corrupted,
but the point is that the costs inflicted by corruption are likely to per-
sist long after the conflict is over.

For civil war to have some redeeming features, the most hopeful
areas would be policies, political institutions, and human rights. The
impact of civil war on each of these can, to an extent, be measured.
With respect to policy we use a measure adopted by the World Bank,
the country policy and institutional assessment (CPIA). The CPIA is an
assessment on a 5-point scale of economic policy in four areas—macro-
economic, structural, social, and public sector management—with a
higher score indicating better policies. While what constitutes “good”
policies can be controversial, consensus on the recognition of bad poli-
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cies is wider, and, unfortunately, civil war countries tend to be at this
end of the spectrum. Those low-income countries that are neither at
war nor in the first decade of postwar peace have, on average, a CPIA
score of 2.75. For those countries that have had a civil war and re-
established peace, we can track whether the war served as a catalyst for
improvement. On average, during the last five years prior to war the
CPIA for these countries was 2.56. During the first postconflict decade
it averaged only 2.29. Although the numbers are close together, they
actually reflect a substantial deterioration in policies. All four policy
areas are worse in postconflict societies: their macroeconomies are less
stable, their structural policies such as trade and infrastructure are less
conducive to growth, their social policies are less inclusive, and their
public sectors are less well managed. Civil war is thus not normally a
catalyst for policy improvement, but rather for policy deterioration.

With respect to the extent to which political institutions are demo-
cratic, we use the standard political science index, polity IV. This is a 10-
point scale, and as with the CPIA the bottom end of the range is proba-
bly more clear-cut than the top. The typical low-income country that is
neither at war nor in postwar peace has a score of 2.11, while countries
in the first decade of postwar peace average a score of only 1.49. Thus
again, on average, civil war leads to a deterioration rather than an im-
provement in political institutions. A related measure is an index of po-
litical freedoms compiled by Freedom House. This is a 7-point scale in
which, unlike the other indexes, a low score is better than a high score.
The comparable numbers are 4.79 prior to conflict and 5.66 postcon-
flict. Hence civil war again leaves a legacy of reduced freedom rather than
increased freedom. A further new measure combines a democracy score
and an autocracy score and ranges from 0 to 20. Countries are typically
democratic if they score 15 or above. Five years after the end of the civil
war the average score on this index is only 8.1 (Doyle and Sambanis
2003). Some evidence suggests that postconflict, countries tend to revert
approximately to their preconflict political conditions (Sambanis 2000).

As chapter 3 shows, in reality the political legacy of civil war is far
worse than these indicators imply. Once a country has had a civil war
it is far more at risk of further war. This is partly because war leaves the
society divided and embittered, and partly because war creates interests
that favor continued violence and criminality. As a result, people’s fears
of a relapse into further conflict may dominate the postconflict eco-
nomic landscape.
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The overall economic and political legacy from civil war is thus suf-
ficiently adverse that rapid recovery is unlikely. Collier (1999) finds
some evidence for a war overhang effect, whereby after short wars the
economy continues to have exceptionally low growth. This is consistent
with the capital flight story, in that a short war may not give people
enough time to shift their assets abroad, so they continue with capital
flight even after the war is over. Chapter 5 discusses the postconflict
economic recovery in detail with a focus on national and global poli-
cies. The pace of postconflict recovery is highly dependent on national
policy choices and the scale and nature of international support. Re-
covery is not an automatic process of bouncing back. Even in success-
ful recoveries the process is slow. Consider, for example, Uganda, where
recovery was unusually rapid, yet even by the late 1990s, 10 years after
the end of the civil war, per capita income had barely regained its level
of the early 1970s and the retreat into subsistence had barely been re-
versed. At the household level, even though most respondents had been
able to replace some of their assets, when interviewed 60 percent indi-
cated that they were still worse off than before the war (Matovu and
Stewart 2001).

Social Legacy

Civil War Increases Mortality Rates. Mortality rates only capture
one dimension of the human consequences of conflict; however, they
are a useful summary measure of the crisis and its impact. Mortality es-
timates can be highly inaccurate, but they are often better and more
easily captured than other health indicators, which may be subject to
different definitions and cultural interpretations (Keely, Reed, and
Waldman 2000). Other human damage as a consequence of conflict in-
cludes morbidity and psychological effects, but mortality rates have
been one of the most easily and accurately measured indicators in emer-
gency settings.

The long-term effect of civil war on mortality can be investigated
using both econometrics and case studies. A new econometric study in-
vestigates the effect on infant mortality (Hoeffler and Reynal-Querol
2003). Unsurprisingly, the mortality effect depends on the duration of
the conflict. Considering a typical five-year war, the study finds that in-
fant mortality increases by 13 percent during such a war; however, this
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Figure 1.3 Increase in mortality rates due to civil war
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Source: Guha-Sapir and Van Panhuis (2002).

effect is persistent, and in the first five years of postconflict peace the
infant mortality rate remains 11 percent higher than the baseline.
Guha-Sapir and Van Panhuis (2002) collected intensive case study
data on mortality rates following civil conflicts. They find that the im-
pact on adult mortality is generally even worse than that on infant mor-
tality (figure 1.3). The numbers indicate the percentage change in
deaths per month from before the war for children under five years old
and for the rest of the population. The figure compares the mortality
rates of refugees and IDPs with the mortality rate of the country in the
year before the conflict started (the baseline year). Among the cases
listed in the table, 60 percent of the cases refer to refugees, 20 percent
to IDPs, and 20 percent to residents of the country. Mortality rates
were higher after conflict than before. While the rise in adult mortality
might be expected to have occurred because of adults’ greater exposure
to the risk of combat death, few of these adult deaths are directly com-
bat related. A comparison of these increases in mortality with the esti-
mates of deaths as a direct result of combat reveals that the death of
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Table 1.2 Mortality rates among children under five in refugee and IDP camps, selected conflicts

Percentage of deaths

Population sample and year Disease Baseline Conflict
IDPs in Somalia, 1992 Measles 10.1 36.5
Diarrhea 20.0 39.0
Kurdish refugees in Iraq, 1991 Diarrhea 22.9 74.0
Sudanese refugees in northern Uganda, 1994 Meningitis 0.6 0.2
Rwandan refugees in Zaire, 1994 Diarrhea 20.0 87.0
Bhutanese refugees in Nepal, 1992-93 Respiratory infections 26.2 41.4
Diarrhea 229 22.9
Residents in eastern Democratic Republic of Congo, 2000 Malaria 15.5 26.0
Diarrhea 20.0 11.0

Source: Centre for Research on the Epidemiology of Disasters (2001).

combatants is only a minor component of the overall rise in mortality.
These numbers suggest that civil wars kill far more civilians even after
the conflict is over than they kill combatants during the conflict.

Table 1.2 compares the preconflict baseline for mortality rates among
children under five years old with postconflict rates for selected diseases
and conflicts. The numbers indicate the highly mortality rates caused by
infectious diseases in refugee and IDP camps after war.

Moving beyond mortality, useful summary measures are disability-
adjusted life expectancy and disability-adjusted life-years (DALYs) com-
piled by the World Health Organization (WHO). These measures take
into account both years of life lost because of disease and injury and
years of healthy life lost to long-term disability. Ghobarah, Huth, and
Russett (2003) find that civil wars significantly reduce these aggregate
measures of national health performance. They use information on the
major 23 diseases for categories of the population distinguished by gen-
der and five different age groups. They find important effects of civil war
in increasing the postconflict incidence of death and disability caused by
particular infectious diseases and conditions among different population
subgroups. As an example, in 1999 WHO (2000) estimates that 8.44
million DALYs were lost as a direct effect of all wars that were ongoing
at that time. However, that same year a further 8.01 million DALYs
were lost as a result of civil wars that had ended during 1991-97, but
had increased the incidence of persistent infectious diseases. Thus the
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legacy effect of civil wars on DALYs was approximately as large as the ef-
fect during conflict (Ghobarah, Huth, and Russett 2003).

Why are these health effects of civil wars so persistent? They affect
people through the following two main channels (Ghobarah, Huth,
and Russett 2003):

» Channel 1: ‘technical regress,” that is, changes in living conditions
make staying healthy more difficult. Civil wars raise the exposure of
the civilian population to conditions that increase the risk of dis-
ease, injury, and death.

o Channel 2: the government has less money in the budget to spend on
public health. Civil wars produce longer-term negative conse-
quences for public health by reducing the pool of available finan-
cial resources for expenditures on the health care system.

Table 1.3 summarizes how each of these channels affects health condi-
tions during and after civil war ends.

Table 1.3 Effects of civil war on public health

Time

Channel 1: Technical regress Channel 2: Budget reduction

Civil wars reduce economic growth and divert
public expenditures from health care to military

Civil wars destroy the infrastructure needed to
maintain health care programs.

During civil war

needs.
Prolonged civil wars displace large populations,
cither internally or as refugees. Epidemic dis-
cases are likely to emerge from crowding, bad
water and poor sanitation in camps, while mal-
nutrition and stress compromise people’s im-
mune systems.

After civil war

Civil wars reduce the efficient use of resources
that are allocated to public health, and these re-
ductions in efficiency extend into the post—civil
war period. Moreover, often refugees and inter-
nally displaced people do not return to their
original homes after the war ends, but remain
in makeshift camps for years. The population
continues to be exposed to conditions that in-
crease the risk of infections.

The economic legacy of civil war is to reduce
the level of income for a considerable period.
This squeezes all forms of public expenditure.
In addition, postconflict governments typically
maintain far higher levels of military expendi-
ture than prior to the conflict, so that expendi-
ture on health care continues to be accorded a
lower priority than it would otherwise have

had.

Source: Ghobarah, Huth, and Russett (2003).

26



CIVIL WAR AS DEVELOPMENT IN REVERSE

Table 1.4 HIV prevalence in the military, selected countries and

years
(percent)

Country and year HIV prevalence
Angola 40.0-60.0
Cambodia (1996) 6.5
Democratic Republic of Congo 40.0-60.0
Sierra Leone (1998) 61.0

Uganda (1995/96) 27.1

Source: Elbe (2002); World Bank (1997).

Ghobarah, Huth, and Russett (2003) find that infectious diseases
are the most important cause of the indirect deaths of civil war. Of
these malaria is the most important, and the evidence suggests that all
the age groups under 60 are affected by malaria.

As AIDS is now such a common cause of death we examine the re-
lationship between civil war and HIV/AIDS in more detail. Military re-
cruits are typically young, sexually active men, often unmarried. Mili-
tary personnel tend to have high rates of sexually transmitted diseases
(STDs), including HIV: estimates indicate that rates among military
personnel are two to five times higher than among the general popula-
tion, even during peacetime. When military personnel are stationed
away from home, social controls in relation to engaging in sexual rela-
tionships are lower and the risk of HIV infection is likely to be higher.
Prostitution around army bases also increases the spread of infection. In
addition, in times of war the risk of contracting HIV or other STDs
may seem low relative to the risk of death in combat.

Some figures for HIV prevalence in the military are available (table
1.4). No reliable figures are available for rebel forces, but they are likely
to be at least as high as for the regular armed forces. Studies also find that
the level of militarization increases the prevalence of HIV. One study
finds that halving the number of men in the armed forces is associated
with a reduction in the rate of seroprevalence among low-risk adults by
about a quarter (Over 2003). However, HIV is not only spread through
consensual intercourse, but also through gender-based violence. Regular
soldiers and rebels force women to give sexual favors in exchange for
“protection.” Also the incidence of rape increases, often dramartically,
during war, with refugees and displaced women and girls being particu-
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Box 1.3 Angola

“THE MATERNAL AND INFANT MORTALITY RATES
are the worst in Africa, estimated in 1998 at 1,854/
100,000 and 166/1,000 live births, respectively. The
estimated national contraceptive prevalence rate is
very low (3 percent), and only 19 percent of women
have assisted deliveries. IDP women are known to
be at higher risk of dying from pregnancy related
causes due to lack of access to health services and
life in stressful conditions. A survey conducted by
UNEFPA and the implementing agencies in 1999
with 710 men and women in IDP camps and peri-

urban areas of Matala, Chibia, Lubango, Lobito,
Baia Farta and Benguela indicated that there is: (1)
very poor attendance of pregnant women; (2) a lack
of knowledge about child spacing and sexuality is-
sues, among men and women; (3) little use of fam-
ily planning methods; (4) little knowledge about
STDs/AIDS; and, (5) an overall expectation of large
family size. With regard to questions about forced
sex, 19 percent of women indicated they knew of
women who were forced to have sex.” (UN 1999,

pp- 42, 50).
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larly vulnerable. Carballo and Solby (2001) estimate that more than
200,000 women refugees were raped during the Rwandan war.

Diseases have long been used as weapons of war, and AIDS is no ex-
ception. HIV-infected soldiers made widespread use of rape as a system-
atic tool of warfare in conflicts in Liberia, Mozambique, Rwanda, and
Sierra Leone. According to Elbe (2002, p. 168): “There is documented
testimony from female survivors of rape in Rwanda that the transmission
of HIV was a deliberate act. According to some accounts, HIV-positive
Hutu men would tell women they were raping that they would eventu-
ally suffer an agonizing death from AIDS ... some of the rapists al-
legedly said “We are not killing you. We are giving you something worse.
You will die a slow death.””

After war, the reintegration of ex-combatants into civil society poses
a health problem because of their comparatively high levels of HIV
prevalence (Carballo and Solby 2001). For example, a study of mass de-
mobilization of Ugandan troops revealed devastating results for the
rural areas where the demobilized HIV-positive soldiers retired. About
50,000 Uganda People’s Defence Forces soldiers have been demobi-
lized. Many of the soldiers with AIDS were retrenched to their home
villages, AIDS being a major criterion for demobilization. However,
hardly any counseling was undertaken to prepare such soldiers to avoid
risky behavior as they reintegrated into civilian society.

The destruction of social and physical infrastructure during wartime
also contributes to the spread of HIV (see box 1.3). The health system
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is less likely to detect the diseases associated with HIV/AIDS infection
or to screen blood supplies. War also destroys the education system,
which makes teaching about prevention more difficult. Finally, in most
war or postconflict situations women do not have a choice regarding
breastfeeding their babies, thereby increasing the risk of infecting the
next generation (Machel 2000).

Psychological Damage of Civil War.
fect of civil war on mortality is feasible because mortality is easy to mea-

Quantitative research on the ef-

sure. At the other end of the spectrum of measurability is the psycho-
logical damage done by civil war. Mental health services are typically
highly inadequate during conflict and postconflict situations, and so
the evidence is much more fragmentary; however, the evidence that is
available suggests, unsurprisingly, that the psychological effects of civil
war are large and highly persistent (see box 1.4).

Box 1.4 Psychological trauma

Bosnia
“It is estimated that the recent war in Bosnia and

major depression and 37% showed symptoms asso-
ciated with the diagnosis of posttraumatic stress dis-

Herzegovina caused more than 250,000 deaths,
created more than 2 million refugees and internally
displaced persons, and wounded 200,000 in Bosnia
and Herzegovina alone. Recent epidemiologic stud-
ies have revealed that the psychiatric morbidity as-
sociated with mass violence in civilian and refugee
populations is elevated when compared with non-
traumatized communities. . . . Clinical reports of
Bosnian refugees in treatment show rates of depres-
sive symptoms ranging from 14 to 21% and post-
traumatic stress disorder (PTSD) symptoms rates
ranging from 18% to 53%.”

Cambodia
“Approximately 68% of the Cambodian refugees
living on the Thai border displayed symptoms of

order (PTSD). These results were anticipated by
clinical studies of Cambodian refugees in the United
States that revealed high rates of depression and
PTSD.”

Sierra Leone

“One worker from Doctors without Borders . . . in
Sierra Leone asserted that the severe ‘psychosocial
problems . . . may ultimately threaten the prospects
for long-term stability in society.” While an Inter-
agency Appeal for the CIS region claims that psy-
chological trauma is ‘deep’ and will ‘probably lead
to irreversible psychological consequences.””

Source: Bosnia and Cambodia: Mollica and others (1999, p. 38); Sierra Leone: McDonald (2002, p. 6).
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Civil war survivors have lost family members, friends, livelihoods,
and identity. Many of them are living in refugee camps. This experience
of trauma suffered on a wide scale has psychological consequences: “In-
timate exposure to brutality and subsequent displacement and civil dis-
order leave individuals psychologically scarred and the intricate net-
work of social interaction deeply torn” (McDonald 2002, p. 4). The
experience of trauma continues after war. Moreover, living in a refugee
camp or transitory settlement can constitute a “secondary wound.”
Most individuals will experience low-grade but long-lasting mental
health problems (McDonald 2002).

During the period following displacement the threat of violence is
high, as are mortality and morbidity rates. These features, together with
having to live in camps, contribute to the development of a prevailing
sense of hopelessness that increases the traumatic experience. Traumas
are of two types, single event traumas and ongoing traumas. Life in a
refugee camp is an ongoing trauma (McDonald 2002). Clinical condi-
tions such as depression and schizophrenia are linked to premature
death in refugee populations.

Ghobarah, Huth, and Russett (2003) find an indirect effect of civil
wars on suicides of women of childbearing age. This probably reflects
the trauma of rape. Longitudinal studies of survivors of terror, such as
Holocaust survivors and survivors of the Pol Pot regime in Cambodia,
show the existence of an intergenerational transmission of trauma.
“The effects of massive trauma, tragically . . . do not end with deaths of
survivors and may continue into the lives of their children” (box 1.4).

Landmines. A final legacy of civil war, landmines, affects both eco-
nomic activity and health (this section is based on ICBL 2002). Land-
mines are, in effect, a negative capital stock that the society accumulates
during conflict. They continue to kill and maim people long after the
actual fighting has stopped. For 2001 the International Campaign to
Ban Landmines recorded 7,987 landmine casualties in 70 countries, of
which about 70 percent were civilians; however, as reporting is incom-
plete, the campaign estimates that the total number is more likely to be
between 15,000 and 20,000. In comparison with previous years, when
the number of casualties was estimated at around 26,000 per year, this
is a considerable improvement. The decrease in the number of landmine
victims is due to the international ban of antipersonnel mines in 1997,



CIVIL WAR AS DEVELOPMENT IN REVERSE

Box 1.5 Landmines: A bitter legacy for Cambodians

CAMBODIA IS ONE OF THE MOST HEAVILY LAND-
mine and unexploded ordnance (UXO) contami-
nated countries in the world. Although the actual
fighting stopped more than a decade ago in 1991,
on average more than two people are injured or
killed by landmines in Cambodia every day. Even
though 166 million square meters of land were
cleared from 1992 through 2001 and a total of
313,586 antipersonnel mines were found and de-
stroyed, all 24 provinces still have areas contami-
nated by mines and UXO. In 2001, 6,422 villages,
or 46 percent of Cambodian villages, had areas
contaminated with mines and/or UXO. Mine and
UXO contamination restricts access to homes, agri-
cultural land, pastures, water sources, forests,
schools, dams, canals, markets, business activities,
health centers, pagodas, bridges, and neighboring

Source: ICBL (2002).

villages. Thus the threat of UXO and mines impedes
mobility, security, economic activity, and develop-
ment in several provinces, particularly in the north
and northwest. With more than 80 percent of the
country’s population residing in rural areas, and
with 40 percent of these estimated to be living below
the poverty line, mine action programs continue to
be of the highest priority in Cambodia’s poverty re-
duction policy. Official reports show that 173 peo-
ple were killed and 640 were injured in mine or
UXO incidents during 2001. The proportion of
civilian casualties was about 95 percent, with chil-
dren particularly at risk (232, or 28 percent, of the
casualties were children). Clearing mines, caring for
the injured and disabled, and providing mine edu-
cation programs place a severe strain on Cambodian
public expenditure.

which resulted in the destruction of stockpiles as well as a drastic de-
crease in the production and trade of landmines. In addition, mine-
sweeping operations have been extremely successful in detecting and de-
stroying mines in many countries. Yet as the example of Cambodia
shows (see box 1.5), landmines continue to severely disrupt normal
daily activities and therefore constitute a serious obstacle to economic
and social recovery.

Conclusion

HIS CHAPTER HAS FOCUSED ONLY ON THE EFFECTS OF CIVIL

war within the affected country and has clearly shown that

most of the suffering inflicted by civil war accrues to noncom-

batants who typically have no say in either whether the conflict is ini-
tiated or whether it is settled.

During the war income losses are severe and mortality and morbid-

ity exhibit large increases. Even if a war is viewed as a costly investment
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for subsequent social progress, the costs during the conflict are typically
so high that postconflict progress would need to be dramatic for subse-
quent benefits to outweigh these costs. Yet the legacy effects of civil war
are usually so adverse that they cannot reasonably be viewed as social
progress. Many of the costs of the war continue to accrue long after it is
over. For example, the country tends to get locked into persistently high
levels of military expenditure, sees capital continuing to flow out of the
country at an unusually high rate, and faces a much higher incidence of
infectious disease. Even economic policies, political institutions, and po-
litical freedom appear to deteriorate. Hence most modern civil wars are
not remotely like the 19th century American civil war that ended slav-
ery. Of course, finding some modern civil wars that can reasonably be
seen as ushering in social progress is always possible, but these are surely
the exceptions. On average, modern civil war has not been a useful force
for social change, but has been development in reverse.



CHAPTER TWO

Let Them Fight It Out

Among Themselves?

HAPTER 1 SHOWED THAT FOR THE COUNTRIES
directly affected, civil war is development in reverse,
therefore preventing civil war is important for those
concerned about the development of low-income
countries. However, the constituency for action to
prevent war is potentially much larger than this, be-
cause civil war has spillover effects for both neighboring countries and
the entire international community. This chapter first considers the
neighborhood effects and then turns to the global effects.

Neighborhood Effects of Civil War

EACEFUL COUNTRIES THAT ARE ADJACENT TO COUNTRIES EN-
gaged in civil war suffer from direct and long-term effects caused

by the civil wars of their neighbors.

Economic Spillovers

Civil wars are not only costly for the countries in which they are
fought, but for the entire region. Neighboring countries must usually
accommodate large numbers of refugees, because the victims of war do
not usually have the means to travel to countries further away from
their home country, and, in any case, arrive on foot. For example, Pak-
istan’s burden of accommodating more than 2 million refugees from
Afghanistan is considerable. However, this direct burden is probably
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Box 2.1 Regional arms races

A RECENT STUDY ATTEMPTS TO MODEL WHAT
level of military spending governments choose as a
share of GDP. On average, governments spend 3.4
percentage points of GDP on the military, but this
average varies widely and predictably. The largest in-
crease is if a country is engaged in international war-
fare, when spending rises by 2.5 percentage points.
Civil war raises spending almost as much, by 1.8
percentage points, that is, the military budget in-
creases by 50 percent. The risk of war also matters.
Each 10.0 percentage points on the risk of civil war
raises military spending by 0.4 percentage points.

Both a past history of international war and the
military expenditure of neighboring countries are
highly significant. Because of these neighborhood
effects military spending is, in effect, a regional
public bad. Controlling for all these risks, military
governments still spend more on the military, pre-
sumably because they are more susceptible to the
military lobby. A wave of democratization, such as
occurred in the early 1990s, is thus a regional pub-
lic good. Finally, the end of the Cold War gradually,
but substantially, yielded a peace dividend, as mili-
tary spending fell by around 0.7 percentage points.

Source: Collier and Hoeffler (2002d).
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not the most important regional economic spillover. Other effects are
on the military budget, the costs of transport, and the reputation of the
region in relation to investors.

An important route by which civil war affects neighbors is through
regional arms races (see box 2.1). Both in response to the risk of a civil
war, and especially once it has started, a government tends to increase
its military expenditure sharply, typically by around two percentage
points of GDP. Unfortunately, one of the strongest influences on the
level of military expenditure a government chooses is the level its neigh-
bors have chosen (Collier and Hoeffler 2002d). This may be partly be-
cause of a perceived threat, and partly because of norm setting and the
emulation and rivalries of military leaderships. On average, if civil war
leads a government with two neighbors to increase its military expen-
diture by 2.0 percentage points of GDP, by the time the arms race is
back to equilibrium, the neighboring countries will each have increased
their spending by around 0.7 percentage points.

In some situations war in one country directly increases the risk of
war in neighboring countries. Chapter 3 discusses how the supply of
armaments has sometimes spilled across borders and how rival govern-
ments can find themselves financing each other’s rebel movements.
Such regional increases in conflict risk are compounded by their effects
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on regional military expenditure. A simulation of a regionwide increase
of 10 percentage points in the risk of civil war predicts that regional
military expenditure would end up rising by around 1 percentage point
of GDP after arms race effects.

A country’s neighbors” military spending has an adverse effect on the
economic growth rate. For each additional 1.0 percentage point of GDP
that neighbors spend on the military, the growth rate is reduced by 0.1
percentage point.! Recall that during and after a civil war the govern-
ment directly affected raises its military spending by around two per-
centage points and that this is liable to trigger a regional arms race that
can persist long after the conflict is over. This alone can produce a small
but widespread reduction in growth across an entire neighborhood.

Some studies have attempted to estimate the overall effect of a
neighboring conflict on growth. Having a neighbor at war reduces the
annual growth rate by around 0.5 percentage points.> Murdoch and
Sandler (2002) show that civil war reduces not only the country’s own
growth rate, but also growth across an entire region. As most countries
have several neighbors, this is a major multiplier effect of the economic
cost of conflict. Recalling that the growth cost for the country itself is
around 2.2 percent, a country with four neighbors is likely to inflict
approximately as much economic damage on its neighbors during con-
flict as it does on itself.

Neighbors' growth rates may be reduced for a number of reasons. In
addition to the direct burden the refugee population poses and the ef-
fect on military spending, trade is also disrupted, and this is a particu-
larly severe problem for landlocked countries. For example, the war in
Mozambique doubled Malawi’s international transport costs and trig-
gered an economic decline. Similarly, the war in the Democratic Re-
public of Congo closed the river route to the sea for the landlocked Cen-
tral African Republic. A further effect is that the entire region is regarded
as riskier, which results in a negative reputation effect with investors.

Social Spillovers

The most immediate effect of civil war on neighboring countries is the
arrival of thousands of refugees and their consequences for the popula-
tion of the asylum countries. As refugees stay in asylum countries for

IT OUT AMONG THEMSELVES?
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long periods after the civil war ends, the social effects of civil war on
asylum countries are also persistent. Among all the long-run, indirect
effects of civil war, it causes most deaths in neighboring populations
through infectious diseases, especially malaria. Large-scale refugee flows
put people into crowded conditions in the asylum countries without
access to clean water and food, making the camps a perfect environ-
ment for the spread of infectious diseases.

Refugees and Malaria. A global effort to eradicate malaria was un-
dertaken in the 1950s and 1960s. By the end of the 1960s these at-
tempts to control the disease had faded in the face of the internal prob-
lems of the countries where the incidence of malaria was the highest.
The most relevant internal problem was civil war. Civil war has been a
basic reason behind the observed increase in the incidence of malaria.
Contflict affects the incidence of malaria both directly, when nonim-
mune refugees come into contact with infected individuals when they
flee through rural and rainforest areas to reach a foreign country, and
indirectly, when conflict impairs active control measures (Montalvo
and Reynal-Querol 2002).

Figure 2.1 shows the flow and stock of refugees. Refugees stay in
camps for a long time after civil wars end. Figure 2.2 shows the rela-
tionship between the stock of refugees and ongoing civil wars.

Figure 2.1 The flow and stock of refugees, 1951-2002
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Source: UNHCR (2002).
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Figure 2.2 The stock of refugees and civil wars, 1951-2001
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Source: Gleditsch and others (2002); UNHCR (2002).

The number of countries reporting cases of malaria varies over time.
In particular, China and India have a critical influence on the number
of cases. China started to report officially to WHO in 1977. Initially it
reported close to 4 million cases, but then a rapid decrease took place.
Meanwhile India drove the growth of cases during the 1974-77 epi-
demic period, when it accounted for close to 20 percent of the total
cases of malaria in the world. For this reason we exclude China and
India. A further reporting problem is Africa, where reporting is irregu-
lar. We use last available data before a missing period and first available
figures once reporting has resumed.

Figure 2.3 shows the resulting series for cases of malaria compared
with the number of refugees worldwide. The high correlation suggests
that the increase in the incidence of malaria has been strongly affected
by the rise in war refugees. In the Bonga refugee camp in Ethiopia in
the mid-1990s: “Malaria remains clearly the main cause of morbidity
accounting for 17 percent of total caseload. . . . The profile argues for
an active malaria control campaign in the camps to reduce morbidity”
(Guha-Sapir and Forcella 2001, p. 34).

Why might there be such a strong connection between refugees and
the incidence of malaria? War leads to the movement of people. In gen-
eral the anarchic situation caused by this social unrest and the military
importance of paved roads force people to walk through unfamiliar rural
areas and forests to avoid areas of military operations. If the civil war is
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Figure 2.3 Refugees and cases of malaria, 1962-97
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extended, this movement will end up in migration to a contiguous
country as war refugees. Population movement caused by political con-
flicts, rural population migrations, or natural disasters is potentially the
most important factor in the transmission of malaria (conditional on the
dynamics between the vector, the parasite, and the environment).
While refugees move from cities to the borders, if the country has
endemic malaria their probability of becoming infected by the malaria
parasite increases as a result of their contact with locally immune rural
populations and movement through remote areas where the vector is
still predominant. The importance of contact with immune individu-
als is critical. Repeated infection among individuals of rural endemic
areas generates an immune response in the host that controls the infec-
tion. This implies that the prevalence of malaria could be extremely
high among rural populations despite a small number of reported cases.
If the migrants have contracted malaria they will probably not be di-
agnosed until they have arrived in the host country. These cases will
therefore be counted as cases of malaria in the asylum country. The ex-
istence of many migrants infected by the malaria parasite in the asylum
country increases malaria transmission to citizens of the asylum coun-
try and the contagion effect among the refugees themselves. This will
happen if the asylum country has the vector, even though it may not
originally be malaria endemic. In general, the concentration of refugees
in camps where nonimmune and infected individuals live together in-
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creases the risk of transmission conditional on the existence of the
Anopheles mosquito.

Research using annual data for 135 countries between 1960 and
1999 studies the effects of refugee flows from tropical countries with
civil war to neighboring tropical countries (Montalvo and Reynal-
Querol 2002). It finds that for each 1,000 refugees the asylum countries
see 1,406 new cases of malaria. The size of the refugee population com-
ing from tropical countries with a civil war thus has an important im-
pact on malaria in the asylum countries. Preventing civil wars, especially
in tropical countries, is therefore important for controlling malaria.

The effect of war-driven refugees on malaria is qualitatively similar
to that of other refugees, an effect that is better known but is quanti-
tatively more important. Refugees fleeing from droughts and famines
do not have such a significant effect on the incidence of malaria for two
reasons. First, the mechanism whereby refugees escaping from war be-
come infected is because civil wars force people to walk through unfa-
miliar rural areas and forests to avoid areas of military operations, but
people displaced by famines and droughts do not have to avoid paved
roads, so they are less likely to be exposed to the mosquito. Second,
refugees from war stay in asylum camps for long periods after the war
ends, whereas once droughts and famines end refugees can quickly re-
turn home. Montalvo and Reynal-Querol (2002) find that refugees
from drought who come to tropical asylum countries have no signifi-
cant effect on the incidence of malaria in the asylum country.

Refugees and the Spread of HIV/AIDS. Refugees and other displaced
populations are at increased risk of contracting HIV/AIDS during and
after displacement because of poverty; disruption of family and social
structures and of health services; increased sexual violence; and in-
creased socioeconomic vulnerability, particularly among women and
youth. Data on HIV prevalence in refugee camps are scarce; however,
some examples described in box 2.2 suggest the extent of HIV infec-
tion in refugee camps in asylum countries. Ghobarah, Huth and Rus-
sett (2003) find that the most important effect of civil war on neigh-
boring countries is caused by HIV/AIDS, with the groups that are most
affected being young children (who are infected by their mothers) and
young and middle-aged adults. The average loss of healthy life for these
groups ranges from roughly 2 to 10 years.
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Box 2.2 Eritrea

“THERE ARE CONCERNS ABOUT THE INCREASE IN
the spread of HIV/AIDS, which rose from 8 in
1988 to over 13,500 cases in 2001. It is estimated
that approximately 60,000-70,000 Eritreans are
currently infected with HIV, which could increase
significantly . . . with demobilisation and increased
cross border movement” (UN 2002, pp. 10-11).
“The HIV/AIDS epidemic is perhaps the gravest
health threat faced by Eritrea. The recent border
conflict with Ethiopia (1998-2002) and the recur-

rent drought have resulted in large-scale population
movements that included internal displacement, in-
flux of deportees from Ethiopia and returnees from
Sudan. Mobilisation of young men and women to
the military has also contributed by creating a social
and economic environment that is conducive for
the spread of HIV/AIDS. Intertwined with this is
violence against women, including rape and other
physical trauma that can be experienced during
conflict and displacement” (UN 2002, p. 27).

40

Civil War Spillover

Civil wars are clustered in particular regions. In the 1980s there were
several wars in Central America. In the 1990s there were several civil
wars in, for instance, the African Great Lakes area, in Central Asia, and
in the Balkans. Civil wars cluster for several reasons. They may share
the same historical background: the former Yugoslavia’s wars in Croatia
in 1991, Bosnia in 1992-95, Croatia again in 1995, and Kosovo in
1998-99 all shared similar characteristics and were influenced by the
ideology of greater Serbia and greater Croatia (Kalyvas and Sambanis
2003). In the former Soviet republics wars clustered around the Cau-
casus in the early 1990s, taking advantage of war- and region-specific

physical and human capital (Ziircher, Kohler, and Baev 2002).

Direct contagion may occur. The civil wars in the African Great Lakes
region are examples of this, as recurrent wars in Burundi and Rwanda
spilled over their borders in both directions and into the Democratic Re-
public of Congo. The latter war also provoked interventions by Uganda
and Zimbabwe. In all these wars Hutu-Tutsi antagonism was predomi-
nant (Ngaruko and Nkurunziza 2002; Prunier 1995). This recurrent
ethnic conflict crossed borders and lasted over time, being at the core of
around seven episodes of civil war in the two countries. Countries em-
broiled in civil war also often provide a safe haven for rebel groups of
other countries. The wars in Liberia and Sierra Leone alternately served
these purposes for the other country’s rebel groups (Davies and Fofana

2002).
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Refugee flows caused by civil wars may also be destabilizing to the
host country. During the war in the 1990s, Burundian rebels sought
refuge in neighboring Tanzania and the Democratic Republic of Congo
and recruited among the Burundi refugee population in Tanzania. The
provinces in the Democratic Republic of Congo neighboring those
two countries had the highest incidence of fighting and displacements
of people (Ngaruko and Nkurunziza 2002).

The economic spillover also increases the risk of civil war in neigh-
boring countries (see chapters 3 and 4).

Global Effects of Civil War

IVIL WAR IS NOT JUST BAD FOR THE NEIGHBORHOOD. DUR-
{ ing the past 30 years three major global social evils can reason-

ably be ascribed in substantial part to side effects of civil war.
The global cost of these social evils has already been astronomical, and
they are proving highly persistent. They are hard drugs, AIDS, and in-
ternational terrorism.

The link from civil war to hard drugs is through both production
and distribution. The cultivation of hard drugs, coca and opium, nowa-
days predominantly requires territory that is outside the control of any
recognized government. Where territory is under the control of an in-
ternationally recognized government it can generally be prevailed upon
to enforce anticultivation policies reasonably effectively. A by-product
of civil war is that large rural areas cease to be under government con-
trol. Currently some 95 percent of the global production of opium is
in civil war countries. Not only is production concentrated in civil war
territory, but distribution and storage channels rely on the lawlessness
civil war generates.

The link between civil war and the spread of AIDS within a nation
and a region has already been discussed; however, the most far-reaching
claim is that the origin of the global pandemic is a consequence of a par-
ticular civil war. The hypothesis, for which credible evidence exists, but
which is far from proven, is that the conditions of war enabled what
would otherwise have been a routine, localized outbreak to spiral out of
control. Even if we attach only a small likelihood to this explanation
being correct—say 10 percent—then one-tenth of the global cost of the
AIDS pandemic should be added to the estimated global cost of civil war.
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The link between civil war and international terrorism has only re-
cently become evident. Civil war provides territory that serves as a safe
haven for terrorists, and the illegal products of conflict, notably dia-
monds, are used both as a source of revenue and as a store of value.

Civil War and Drug Production and Trafficking

Table 2.1 shows the production of opium and coca by country from
1990 until 2001. Figures 2.4 and 2.5 group this information according
to whether countries are in conflict, are postconflict, or are at peace. As
the figures show, virtually all production throughout the period has
been in conflict or postconflict countries. When civil war ended in Peru
and intensified in Colombia production trends changed.

While production rises sharply during conflict, it is not completely
eliminated in postconflict situations. This accords with the discussion in

Table 2.1 Production of opium and coca, selected countries and
years, 1990-2001

(metric tons)

Country 1990 1995 2000 2001
Opium
Afghanistan 1,570 2,335 3,276 1852
Colombia 71 88 88
Lao PDR 202 128 167 134
Mexico 62 53 21 71
Myanmar 1,621 1,664 1,087 1,097
Other Asian countries 45 78 38 40
Pakistan 150 112 8 5
Thailand 20 2 6 6
Vietnam 90 9 — —
Total 3,760 4,452 4,691 1,626
Coca
Bolivia 77,000 85,000 13,400 20,200
Colombia 45,313 80,931 266,161 236,035
Peru 196,900 183,600 46,258 49,260
Total 319,213 349,531 325,809 305,495

— Not available.

a. Opium production in Afghanistan was reported to have dropped by 95 percent from
2000 to 2001, but the UNODCCP (2003) reports that in 2002 opium production sur-
passed its 2000 level (3,422 metric tons).

Source: UNODCCP (2002).
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Figure 2.4 Opium production, 1986-2001

Percentage of opium

production
100 - Total of conflict and postconflict countries producing opium
75 Conflict countries producing opium
50
25 Postconflict countries producing opium
0

1986 1988 1990 1992 1994 1996 1998 2000

Source: UNODCCP (2002); Gleditsch and others (2002).

Figure 2.5 Cocaine production, 1986-2001
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chapter 1 on the persistence of the loss of social capital and the criminal-
ization of society. Production of drugs prevails long after civil war ends.
Civil war does not only affect production. The routes traffickers fol-
low from the origin country to American, Australian, and European
markets also go through conflict and postconflict countries. “Between
70% and 90% of the heroin found in European markets (both West
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and East Europe), which has traditionally been trafficked along the so
called ‘Balkan’ route (Afghanistan — the I.R. of Iran —Turkey — Balkan
countries — West Europe) with indications in recent years of the de-
velopment of an alternative route through Central Asia and Russia”
(UNODCCP 2002, p. 11).

Colombian trafficking organizations control the worldwide supply of
cocaine, for which North America remains the principal destination.
Africa, in particular, the conflict countries of West and Southern Africa,
is increasingly used as a transit area for cocaine trafficking from South
America to Europe. The production of hard drugs is concentrated in civil
war countries for two main reasons. First, civil war creates territory out-
side the control of a recognized government on which drugs can be cul-
tivated. It also creates an environment in which many people can behave
opportunistically with no cost, because the normal policing institutions
are weakened and are unable to control illegal activities. Second, during
civil war conventional economic opportunities are severely reduced. In-
ternational crime, of which drug production and trafficking are the
prime example, provides a rare instance of a new economic opportunity.

Drug production affects the industrial world through two channels.
First, the production of drugs in civil war countries is intimately related
to their consumption in industrial countries. Not surprisingly, produc-
tion and consumption trends follow the same pattern. Figure 2.6 shows
the trends for opium production in Afghanistan and heroin seizures in
Europe during 1980-2001. The consumption of illegal drugs results in
thousands of deaths among young people in Australia, the United
States, and Europe. Second, crime in the industrial world is intimately
related to drugs.

The supply of drugs has social consequences for the societies of the
countries where it arrives that can be divided into three groups: drug
use; drug-related crime; and indirect, adverse effects of use (Reuter
2001). Drug use directly results in dependency and such risky behavior
as needle sharing. Drug-related crime includes both the violation of
drug laws themselves and theft and violence. The indirect, adverse ef-
fects of drug use include overdoses, suicides, abuse and discord within
families, and poor school or work productivity. Moreover the govern-
ment faces costs in terms of law enforcement and health expenditures.

The per capita consumption of hard drugs is highest in industrial
countries (figure 2.7, table 2.2). The pattern of consumption by conti-
nent reflects production. Crossing the Atlantic is expensive and diffi-
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Figure 2.6 Opium production in Afghanistan and heroin seizures in Europe, 1980-2001
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Figure 2.7 Estimates of annual opiate and cocaine use in the late 1990s

Percentage of population
age 15 and above (log)

2 M Opium
N Cocaine
1 |
o I I . - H [ | .
Oceania Europe North South Asia Africa Global

America America

Source: UNODCCP (2002).

cult, so the main market for opium is Asia and Europe. By contrast,
North America is the region that has the highest percentage of cocaine
consumers (UNODCCP 2002).

Goldstein (1985) proposes three models to explain the connection
between drugs and crime. The first, the psychopharmacological link,
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Table 2.2 Prevalence estimates of opiate and cocaine use,
selected industrial countries and years
(percentage of the population age 15 and above)

Country and year Opiate use Cocaine use
Australia (1998) 0.8 1.4
Belgium (1998/2000) 0.2 0.8
France (1999) 0.4 0.2
Germany (2000) 0.2 0.9
Ttaly (1998) 0.6 _
Italy (1998/99) 0.6 0.8
New Zealand (1999) 0.7 0.4
Spain (1998/99) 0.4 1.5
United Kingdom (2000) 0.6 1.7
United States (2000) 0.5 2.6

— Not available.
Source: UNODCCP (2002).

argues that crime is linked to the psychopharmacological effects of cer-
tain drugs. The second model, the economic-compulsive link, argues
that drug users commit crimes to obtain money to buy drugs. The third
model, the systematic violence link, suggests that crime among illegal
drug users is linked to the drug market.

Little evidence supports the existence of a psychopharmacological
link. The second explanation of the relationship between drugs and
crime, the economic-compulsive link, is well supported by the litera-
ture. Statistical studies show that the rate of use of illegal drugs is much
higher among people who have been in contact with the criminal jus-
tice system than among the general population (Casavant and Collin
(2001). Data on drug-related crimes are scarce. The U.S. Bureau of Jus-
tice and Statistics (2002) finds that in 1997, 73 percent of federal pris-
oners and 83 percent of state prisoners reported prior drug use. The
third model suggests that the relationship between drugs and crime
goes through the illegal drug distribution market. Violence is part of
this market, basically because the drug market affords no legal way of
obtaining justice when rules are violated. According to Casavant and
Collin (2001, p. 14): “Crime in the drug world is often caused by ri-
valries among individuals attempting to corner the market. This vio-
lence may involve various players—including traffickers, importers,
merchants or dealers—and may be intended to control various territo-
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ries, such as a neighbourhood, streets or school. Violence is then used
as an organizational management strategy.”

This evidence gives an idea of the impact of drugs on crime. The
high proportion of convicts who are drug users indicates the potential
for crime reduction in the industrial world if illegal drugs were less eas-
ily available.

Civil War as an Explanation of the Origins of the AIDS Pandemic

Epidemiological research on the spread of HIV/AIDS points out that
the initial spread of HIV is closely associated with the war in Uganda
in 1979. Smallman-Raynor and Cliff (1991, p. 78), geographers at
Cambridge University, conclude that “the apparent geographical pat-
tern of clinical AIDS in Uganda partially reflects the diffusion of HIV
associated with civil war during the first six years of the post-Amin pe-
riod.” Using regression analysis they find a significant and positive cor-
relation between the spread of HIV infections in the 1980s and 1990s
and the ethnic patterns of recruitment into the Ugandan National Lib-
eration Army. Their research supports the following hypothesis. Many
rapes occurred along the borders of Tanzania and Uganda in 1979.
HIV was in this region, but before 1979 contagion was sporadic and
there was still no epidemic. However, because of the continuous rape,
promiscuity, and dislocation during and after the war, HIV started to
become an epidemic infection. The spread of AIDS from the south to
the north of Uganda exhibited the same route as the one Idi Amin’s sol-
diers followed after the war in 1979.

Civil War and International Terrorism

The link between civil war and Al Qaeda is well established. The main
activists in the organization were not Afghani, yet they chose to locate
in Afghanistan because it provided territory outside the control of a rec-
ognized government and under the control of the Taliban, a recently
successful rebel organization. Small-scale international terrorism can
hide and survive in most societies. What was distinctive about Al
Qaeda when compared with other terrorist organizations was its scale.
The large scale of Al Qaeda operations, such as training camps for
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thousands of recruits, would have been infeasible except in territory
outside the control of a recognized government. Hence the safe havens
produced by civil war are not just convenient for large-scale global ter-
rorism, they are likely to be essential. Widespread civil war offers such
organizations a choice of location and relocation. For example, there
has been speculation that Al Qaeda might relocate in Somalia, another
civil war territory with no recognized government.

Evidence indicates that Al Qaeda acquired substantial revenues from
trafficking in West African conflict diamonds (Farah 2002). Recent ev-
idence also suggests that in response to greater scrutiny in the interna-
tional banking system it has shifted its assets into conflict diamonds.

As with AIDS, claiming that without civil war large-scale interna-
tional terrorism would have been impossible is unnecessary. There is
sufficient evidence for a reasonable inference that civil war facilitates
such terrorism. If we attribute to civil war only 10 percent of the con-
tributing factors to the September 11 attack, the cost remains enor-
mous. The World Bank has estimated that as a result of September 11
global GDP is currently around 0.8 percent lower than it would have
been (World Bank 2002a) and that about 10 more million people
worldwide live in poverty than would otherwise have been the case.

Conclusion

OMETIMES THE INTERNATIONAL COMMUNITY EXHIBITS AN

understandable impatience with civil war, taking an it’s-not-our-

problem attitude and remarking that the participants should be
left to fight it out among themselves. This chapter has tried to show
why such an attitude is mistaken. Many of the costs of civil war, indeed,
probably most of them, accrue outside the affected country. The active
participants in conflict can be presumed to ignore these costs, as they
neither bear them nor are even aware of them.

The costs of civil war can be though of as forming three ripples be-
yond the direct effects on combatants. The inner ripple, discussed in
chapter 1, is the effect on the civilian population: the loss of income
and the severe deterioration in health. Many of these losses accrue after
the conflict is over, so that even if the active participants care about the
effects on civilians, they are likely to be unaware of them. The second
ripple, discussed in the first part of this chapter, is across the neighbor-
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hood. The economic costs of conflict suffered elsewhere in the region
may be approximately as large as those suffered within the country, and
severe health spillovers also occur, predominantly through refugees.
The outer ripple is the global costs. In the past 30 years three devastat-
ing social shocks have been facilitated by civil war. We have not at-
tempted to quantify the costs of these shocks, but they are clearly huge.

Our point is not to emphasize or inflate the importance of civil war
among the world’s problems. Rather, we wish to make the simpler
point that decisions about these conflicts should not just be left to the
participants. The participants bear such a small share of the costs of
their actions that they will systematically indulge in civil war far beyond
its likely social value.

Notes

1. Results are available on request.

2. Results are available on request.
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PART 11

WHAT FUELS

CIVIL WAR¢

PART I SHOWED THAT CIVIL WAR IS A MAJOR
impediment to development and has spillovers
that make it a problem of global concern. We
now turn to what fuels civil war. An under-
standing of the factors that make civil war more
or less likely is a helpful input into the formula-
tion of policy responses, which is the subject of
part III.

Chapter 3 analyzes what makes a country
more or less prone to civil war and considers
both the risk that a war will ignite and the fac-
tors that tend to sustain it once it has started.
Although civil war is intensely political, some of

the most important factors affecting proneness
to conflict turn out to be closely associated with
economic development: risks are much higher
for the poorest countries. Furthermore, far from
war resolving political struggle, countries are at
risk of falling into a conflict trap whereby one
civil war tends to lead to another. Chapter 4
scales this analysis up to the global level, trying
to understand what has determined the global
incidence of conflict and how it might change.
The main statistical techniques that we use and
a selective bibliography of the broader literature
are set out in appendixes 1 and 2, respectively.






CHAPTER THREE

What Makes a Country

Prone to Civil War?

IVIL WAR IS FUELED PARTLY BY THE CIRCUM-

stances that account for the initial resort to large-

scale organized violence, and partly by forces gen-

erated once violence has started and that tend to

perpetuate it. We refer to the initial circumstances as

the root causes and to the perpetuating forces as the
conflict trap.

Most people think that they already know the root causes of civil
war. Those on the political right tend to assume that it is due to long-
standing ethnic and religious hatreds, those in the political center tend
to assume that it is due to a lack of democracy and that violence occurs
where opportunities for the peaceful resolution of political disputes are
lacking, and those on the political left tend to assume that it is due to
economic inequalities or to a deep-rooted legacy of colonialism. None
of these explanations sits comfortably with the statistical evidence. Em-
pirically, the most striking pattern is that civil war is heavily concen-
trated in the poorest countries. War causes poverty, but the more im-
portant reason for the concentration is that poverty increases the
likelihood of civil war. Thus our central argument can be stated briefly:
the key root cause of conflict is the failure of economic development.
Countries with low, stagnant, and unequally distributed per capita in-
comes that have remained dependent on primary commodities for
their exports face dangerously high risks of prolonged conflict. In the
absence of economic development neither good political institutions,
nor ethnic and religious homogeneity, nor high military spending pro-

vide significant defenses against large-scale violence. Once a country
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has stumbled into conflict powerful forces—the conflict trap—tend to
lock it into a syndrome of further conflict.

Each war is distinctive, with its own particular personalities, events,
and antecedents. Any all-embracing, general theory of civil war would
therefore be patently ridiculous, and sensibly enough most analyses
are country-specific, historical accounts. However, when we pan back
from the particular patterns emerge, some of them surprisingly strong,
which suggests that some characteristics tend to make a country more
or less prone to civil war. This chapter summarizes the evidence on
these statistical patterns based on global experience since the 1960s.
We abstract from triggering events: the day by day political and mili-
tary changes that usher in war. Our focus is on a country’s longer-term
social, economic, and institutional features. Recall that we are using
a precise definition of civil war that excludes several other forms of
violence: civil war occurs when an identifiable rebel organization chal-
lenges the government militarily and the resulting violence results in
more than 1,000 combat-related deaths, with at least 5 percent on
each side.

Statistical patterns are useful in that they can suggest policies that
might typically work in particular situations. They can also defend us
from the temptation to overgeneralize from particular conflicts and
from the tendency to pick out from the multiplicity of possible causes
that which conforms with the beliefs of the researcher. We will see that
the large differences in proneness to conflict reflect the conjunction of
several risk factors. In this sense, a conflict will usually have multiple
causes.

Patterns, however, are only a supplement to analysis, not a substitute
for it. Patterns come about because of behavior. Civil war occurs if a
group of people forms a private military organization that attacks gov-
ernment forces and ordinary civilians on a large scale and with a degree
of persistence. The typical such organization has between 500 and
5,000 members, although a few, such as the Sudanese People’s Libera-
tion Army, range up to 150,000 (table 3.1). Globally, such organiza-
tions are rare, but they are relatively common in extremely poor coun-
tries. To understand the root causes of civil war we need to understand
the formation of these private military organizations. Why are such
groups formed, that is, what are their motives? How are they formed,
that is, what are their opportunities?
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Table 3.1 Size of rebel organizations, selected countries and years
Country Rebel organization Size of group and date
Azerbaijan Republic of Nagorno-Karabakh 1,000 in 1988; 21,000 in 1992-94
Burundi San Echec and San Defaite A few hundred in the mid-1990s
National Council for the Defense of Democracy 1,000 in the mid-1990s
Forces pour la défense de la démocratie 10,000 in the mid-1990s
Forces nationales pour la libération 2,000-3,000 in the mid-1990s
Colombia Fuerzas armadas revolucionarias colombianas 850 in 1978; 6,000 in 1987; 16,000 in 2000
(FARC)
Ejército popular de liberacién (ELN) 30 in 1965; 270 in 1973; 350 in 1984; 4,500 in
2000
Movimiento 19 de Abril 1,500 in 1987; disbanded in 1991 to become a po-
litical party
United Self-Defense of Colombia 10,000 in the 1990s
Indonesia Gerekan Aceh Merdeka (GAM) 24 t0 200 in 1976—79; almost disappeared by the
early 1980s; 200 in 1986-87; 200 to 750 in
1989-91; 800 in July 1999; 2,000 to 3,000
and 24,000 militia in 2001; 15,000 to 27,000
irregulars in 2001-02
Laskar Jihad 2,000 in May 2000
Mali Mouvement populaire de la libération 7,000 to 8,000 in 1992
de ’Azaouad
Mozambique  Resisténcia nacional Mogambicana (RENAMO) 200 to 400 in 1976-77; 2,000 to 2,500 in
1978-79; 6,000 to 10,000 in 1980-81; 20,000
in 1984-85
Russia Chechen fighters 1,000 in 1994; 7,000 in 1995; 9,000 in 1999;
7,000 in 2000; 4,000 in 2001
Senegal Maquis 3,000 at the end of 1990

Mouvement de forces démocratiques de
Casamance

2,000 to 4,000 in the late 1990s

Source: Sambanis (2003).

Understanding Rebellion

EBEL LEADERS USUALLY PROCLAIM SOME NARRATIVE OF
grievances against the government, that is, they are usually at

least in part leaders of political organizations pursuing objec-

tives of political change. While this is evidently an element in their for-
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mation, political opposition to governments is not usually conducted
through military organizations. The normal vehicles for political oppo-
sition are political parties and protest movements. These are quite dif-
ferently structured from a private military organization.

Most political opposition is somewhat democratic and participatory,
whether structured political parties, such as the African National Con-
gress during the apartheid era in South Africa and the Movement for
Democratic Change in present-day Zimbabwe, or unstructured, non-
hierarchical protest movements, such as the revolutions that overthrew
the communist dictatorships in Eastern Europe. By contrast, a private
military organization is typically small and highly hierarchical, with
power concentrated at the top of the organization, often in a single
charismatic leader, with a high degree of discipline and severe punish-
ment for dissent.

Furthermore, most political opposition does not require substantial
finance for the organization to be effective. Most participation is vol-
untary and part-time, and activities do not require a lot of expensive in-
puts. By contrast, a private military organization is a costly operation.
It must meet a payroll, because most members are full-time and there-
fore dependent on the organization for their material needs, and it
must be able to purchase a good deal of imported military equipment.

Thus as well as being a political organization, a private military or-
ganization is an army and a business. Those analyzing rebel groups
must always keep this triple feature—political organization, military
organization, and business organization—in mind. Rebellions occur
predominantly in countries where circumstances are conducive to all
three features. So what are the features conducive to each aspect of a
successful rebel organization?

Rebel Groups as Political Organizations

Like all political organizations, a rebellion thrives on group grievances;
however, political organizations opposing the government are found in
virtually all societies. Even in societies where group grievances are rela-
tively modest, as in the high-income societies where income is equally
distributed, vigorous mass opposition parties exist. Political grievances
and the political conflict they generate are universal. If the main impe-
tus for rebel groups is the representation of political grievances, then
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the obvious question is why does political organization take the un-
usual form of small, hierarchical, violent rebellion rather than the more
conventional forms of mass parties or mass protest?

Why Are so Many Rebellions Ethnic? Many rebellions have an ethnic
or religious dimension. This accords with an explanation of conflict
common on the political right that ethnic and religious hatreds are the
root cause of many wars. However, the statistical patterns are quite sur-
prising. Here we use Collier and Hoeffler’s (2002c¢) analysis (see box 3.1).

Substantial ethnic and religious diversity significantly reduces the
risk of civil war. Controlling for other characteristics, a society is safer
if is composed of many such groups than if everyone has the same eth-
nicity and religion. Obviously such diverse societies are likely to be less
harmonious than homogenous societies, in that people identify more
with their own ethnic or religious group and less with the society as a
whole, and they frequently dislike other groups, but evidently a major
gulf exists between such disharmony and the resort to rebellion. An
unresolved dispute in political science concerns whether such societies
are better suited to proportional representation electoral systems, with
each group represented by its own party, or by winner take all systems,
which encourage the formation of two large, multi-ethnic parties.
Overall, however, the basic circumstances of diversity may be much less
dangerous than has popularly been thought (figure 3.1). Although eth-
nically diverse societies are commonly seen as fragmented, ethnicity
provides an effective basis for social networks. Such societies might
therefore be less atomistic than homogenous societies. Some evidence
indicates that ethnically diverse societies find nationwide collective ac-
tion more difficult, but have an offsetting advantage in private sector
activity that can benefit from ethnic networks (Collier 2001).

More limited ethnic differentiation can, however, be a problem. If
the largest ethnic group in a multi-ethnic society forms an absolute ma-
jority, the risk of rebellion is increased by approximately 50 percent
(figure 3.2). Around half of developing societies have this characteristic
of ethnic dominance. Presumably, in such societies minorities may rea-
sonably fear that even a democratic political process will lead to their
permanent exclusion from influence regardless of the electoral system.
Ethiopia and Sri Lanka are examples of ethnically dominant societies
with civil wars.
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Box 3.1 Modeling the risk of civil war

EACH CIVIL WAR IS UNIQUE AND NEEDS TO BE
studied accordingly, but investigating whether any
patterns are common to many such wars is also
useful. One such approach is that of Collier and
Hoeffler (2002c). They adopt the conventional po-
litical science definition of a civil war, the same def-
inition explained earlier in the chapter. Investigating
all such wars that took place during 1960-99 they
focus on 52 for which sufficient data are available
to include in subsequent analysis. They then take
all the countries in the world and divide the period
1960-99 into eight five-year subperiods. During
cach subperiod each country could potentially expe-
rience an outbreak of civil war, and the statistical
challenge is to explain why this happened in the 52
cases but not in the others using only characteristics
at the start of each subperiod. The typical develop-
ing country faced a risk of around 17 percent that
rebellion would occur in each subperiod.

Collier and Hoeffler adopt an agnostic empirical
approach in which, in principle, a wide range of
characteristics—political, historical, geographic,
economic, and social—could be significant and are
introduced into a logit regression. Factors that are
insignificant are gradually eliminated, and the re-
sulting model is then tested for robustness. Three
economic factors are significant: the level of per
capita income, its rate of growth, and its structure,
namely, the dependence on primary commodity ex-

ports. Doubling per capita income approximately
halves the risk of rebellion; each additional percent-
age point on the growth rate reduces the risk by ap-
proximately one percentage point; and the effect of
primary commodity dependence is nonlinear, peak-
ing when such exports are around 30 percent of
GDP. A country that is otherwise typical but has
this high level of primary commodity exports has a
33 percent risk of conflict, whereas when such ex-
ports are only 10 percent of GDP the risk falls to 11
percent. Ethnic and religious composition also mat-
ters. Societies in which the largest ethnic group con-
stitutes between 45 and 90 percent of the popula-
tion—which Collier and Hoeffler refer to as ethnic
dominance—have a risk of rebellion that is about
50 percent higher; however, other than this, ethnic
and religious diversity actually reduces the risk of re-
bellion. Once a society has had a civil war its risk of
rebellion goes up sharply, although this risk fades at
about one percentage point a year.

Several other statistical models of the initiation
of rebellion are available (see, for example, Elbadawi
and Sambanis 2002; Fearon and Laitin 2003; Hegre
and others 2001; Reynal-Querol 2002a). Approaches,
and consequently results, can legitimately differ be-
cause of choices of statistical specification and of
data, as this work often requires difficult judgment
calls; however, all the studies agree that a link exists
between poverty and civil war.
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Just as dominance can cause problems, so too can polarization.
Dominance occurs when one group is larger than others, polarization
occurs when the society is split into two fairly equal groups. A com-
pletely polarized society, divided into two equal groups, has a risk of
civil war around six times higher than a homogenous society (Montalvo
and Reynal-Querol 2002). The risks polarized societies face depend on
the political leadership. In normal circumstances each group tends to
police its behavior toward the other group, maintaining nonviolent re-
lations (Fearon and Laitin 1996). However, ethnicity is more easily
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Figure 3.1 Ethnic fractionalization and the risk of civil war

Risk of civil war (percent)

30
Cog P 08 ¢
LS * *
20 e, ¢
A Y
® % 30 *
10 | PR TN
*» ~0’"
0 | | | | |
()} 20 40 60 80 100

Ethnic fractionalization (percent)
Source: Collier and Hoeffler (2002c¢).
Figure 3.2 Risk of civil war for the typical low-income country with and
without ethnic dominance during a five-year period
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manipulated by politicians than other bases for identity (Horowitz
1998). Elites can capitalize on ethnic networks to coordinate violence
(Brass 1997; Gurr 2000; Hardin 1995). Thus while ethnic polarization
and dominance are probably not inherently conflictual, populist poli-
tics may become disproportionately dangerous. Nationalism has often
been used to counter ethnic particularity: this was how several Euro-
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pean states were build in the 19th century (Hechter 2001). However,
even nationalism can be manipulated for internal division. Irredentist
nationalism attempts to extend the boundaries of a state by incorpo-
rating adjacent territory occupied by those of the same ethnicity.

An important circumstance in which ethnic differentiation can ap-
pear to be the cause of rebellion is if a country discovers a valuable nat-
ural resource such as oil. Natural resources are seldom found uniformly
distributed over the entire country, but are usually concentrated in a
particular part of it. The issue then arises as to who owns the resources,
the whole nation or the lucky locality. The inhabitants of the lucky lo-
cality have an obvious interest in seceding from the rest of the nation
and keeping the wealth for themselves. In all societies locality is one as-
pect of people’s identity, and in ethnically differentiated societies eth-
nicity can be used to reinforce this sense of local identity. In most soci-
eties, wherever valuable resources are discovered some particular ethnic
group is likely to be living on top of them that then has an incentive to
assert its rights to secede. All ethnically differentiated societies have a few
ethnic romantics who dream of creating an ethnically “pure” political
entity, but resource discoveries have the potential to shift such move-
ments from the margin of romanticism to the core agenda of economic
self-interest. Take, for example, the politics of oil in the United King-
dom. Oil was discovered off the shores of Scotland during the 1960s,
but it first became really valuable in 1973 when its price quadrupled.
The following year the tiny Scottish Nationalist Party, which had only
one seat in parliament, launched the “it’s Scotland’s 0il” campaign, and
gained 30 percent of the Scottish vote (Collier and Hoeffler 2003).

Statistically, secessionist rebellions are considerably more likely if the
country has valuable natural resources, with oil being particularly po-
tent (figure 3.3). Examples of this sort of secessionist movement are
Cabinda in Angola, Katanga in the then Congo, Aceh and West Papua
in Indonesia, and Biafra in Nigeria (see box 3.2). Some evidence sug-
gests that rebel leaders massively exaggerate the likely gains from cap-
turing ownership of the resources. Partly this exaggeration is strategic:
the leaders of secessionist movements are often ethnic romantics who
simply use the resource issue opportunistically to reinforce their sup-
port. Party leaders may themselves succumb to the glamour of natural
resources and overestimate the likely gains. For example, leaders of the
Gerekan Aceh Merdeka (the Aceh Freedom Movement or GAM) re-
bellion in Aceh told the local population that secession would raise
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Figure 3.3 Risk of civil wars from natural resources endowment
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Box 3.2 Oil and demands for secession in Nigeria

NIGERIA INHERITED A FEDERAL SYSTEM FROM ITS
British colonial rulers in 1960. Upon independence,
a British-style parliamentary democracy was cre-
ated, with three semi-autonomous regions (North,
East, and West). With intensifying competition over
the distribution of revenues by the central govern-
ment, and after the withdrawal of the British, ethno-
regional conflict escalated into the Biafran war of in-
dependence in 1967 after the discovery of oil in the
East. Ojukwu, the governor of the East region, de-

Source: Zinn (2002).

manded that oil revenue be paid to the regional
treasury, and the demand for independence grew
when oil reserves were discovered. A history of po-
litical instability presaged the war: ethno-regional
conflict over civil service appointments, electoral
fraud allegations, a coup in 1966 followed by mas-
sacres of the Ibos, and a countercoup. Triggering the
escalation in violence was the central government’s
decision to renege on regional autonomy arrange-
ments after the 1967 Aburi Agreements.

their incomes to the level of Brunei’s, a more than 10-fold exaggeration.
Although such natural resource secessions are ethnically patterned and
deploy the language of historic ethnic grievances, regarding their root
cause as ethnicity is surely naive (see Ross 2002b for a detailed discus-
sion of the civil war in Indonesia).
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In many developing countries the government is unwilling to meet
such demands for secession, even if a majority of the locality supports
it. Indeed, strong ethical arguments can be made against secession. For
example, the influential theory of justice proposed by Rawls (1971)
asks us to imagine making our choices behind a veil of ignorance:
would the secession still be as well supported if the local population did
not know in what region of the country the resources were located? The
government has a legitimate interest in retaining these resources for use
by the poorer majority rather than permitting them to be expropriated
to create a small, rich group. The local demand may well be rational,
but were such demands met, the world would become more unequal.
A more legitimate demand would be that the resources should indeed
be used for the poor majority rather than for a small elite. In many
countries natural resources have been associated with elite corruption.
For example, the International Monetary Fund (IMF) has recently re-
ported that more than US$1 billion per year of Angolan oil revenues
have been misappropriated, with large sums being paid directly into
offshore bank accounts. Where a region sees a corrupt national elite
stealing “its” resources, secessionist pressures are surely more likely.

Another reason why rebel leaders promote ethnic grievances so
prominently is that they are a plausible and legitimate smokescreen for
less reputable agendas. The discourse of grievances articulated by rebel
groups cannot necessarily be trusted. As with all political movements,
the rebel organization needs to emphasize grievances, and if necessary it
will attempt to exaggerate them or to disguise its true interests in terms
of more populist ones. For example, a violent attempted coup d’état in
Fiji appeared at first sight to be motivated by the interests of the in-
digenous ethnic group. It turned out, however, that the leader of the
coup attempt was a businessman who had been seeking a timber con-
cession for the private American company he was representing. When
the government awarded the contract to a public agency instead, he
launched the coup. The coup’s rallying cry of “power to indigenous peo-
ple” was undoubtedly more appealing, but perhaps less accurate, than
had it been “give the timber contract to the Americans.” Similarly, the
litany of grievances proclaimed by the Revolutionary United Front
(RUF) in Sierra Leone eventually led to the offer of a settlement by the
government in which the rebel leader, Foday Sankoh, would become
vice president of the country. Sankoh refused this offer and instead de-
manded political control of the diamond trade. When he was offered
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this he accepted the peace settlement. As with most conflicts, that in
Sierra Leone had multiple causes, including a history of clientalist pol-
itics. Natural resources are seldom the entire story behind a conflict, but
they have the potential to compound other problems and make them
unmanageable.

Rebel leaders often use some of the military force at their command
to weaken the normal political movements whose objective is to ad-
vance the cause that the rebel group ostensibly supports. A common
strategy is for a rebel organization to assassinate the moderate political
leaders of the interests it purports to represent. If some of these politi-
cal organizations are provoked into a military capability as a survival
strategy, then one dimension of violent political conflict might be
among rebel organizations with apparently similar political objectives.
Civil war between rebel groups ostensibly representing the same cause
or group is indeed common, for example, in Sudan (see Elbadawi, Ali,
and Al Battahani 2002). Thus while the leadership may rely on a dis-
course of ethnic grievance and ethnic solidarity, its main energies may
be devoted to a power struggle within the ethnic group.

Is the Motive Usually Greed? While political scientists and anthro-
pologists have tended to focus on political and ethnic agendas, respec-
tively, as the motive for civil wars, economic theorists writing on con-
flict have treated the motivation quite differently. Grossman’s (1991,
1999) model does not distinguish between rebels or revolutionaries and
bandits or pirates. Hirshleifer (2001), probably the leading economic
theorist of conflict, analyzes rebellion as the use of resources to exploit
others for an economic gain. The natural resource secessions discussed
earlier broadly fit this economic model: political and ethnic agendas
piggyback onto what is basically an attempt to expropriate resources. Is
this the norm for rebellion?

Sometimes lucrative resources cannot be captured by secession, but
require the capture of the state. The most obvious case of this is where
the resource is foreign aid: the aid accrues to the recognized government
and a rebel group can only acquire it if it overthrows and replaces that
government. Grossman (1992) applies his model to aid and predicts
that it will increase the risk of rebellion. For many low-income coun-
tries aid is certainly a substantial part of the government budget, and so
indirectly finances many public sector jobs and contracts that are keenly
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contested politically. Hence a large aid inflow makes a state more at-
tractive to capture. An empirical test of whether aid increases the risk of
rebellion is thus, to an extent, a test of whether greed is an important
underlying motivation for conflict. Contrary to the assumption econo-
mists commonly make, aid does not appear to increase the risk of re-
bellion (Collier and Hoeffler 2002b). Indirectly, as discussed later, aid
affects the risk of conflict through its effects on growth, but controlling
for this it has no direct effect. While the prevalence of natural resource
secessions suggests that greed cannot be entirely discounted, it does not
appear to be the powerful force behind rebellion that economic theo-
rists have assumed.

Are Rebellions Responses to Political Repression? While the politi-
cal right tends to focus on ethnic and religious differences as explana-
tions for rebellion, the political center tends to focus on the absence of
political rights, maintaining that rebellion occurs where other forms of
political organization are not permitted, so the big driver must be polit-
ical repression or the lack of political opportunities. Surprisingly, this is
not supported empirically. The evidence is muddled, but autocracies are
approximately as safe as full democracies, with partial democracies hav-
ing a somewhat higher risk than either (Esty and others 1998; Fearon
and Laitin 2003; Hegre and others 2001). This is partly because partial
democracies allow some political opposition, but do not give the oppo-
sition real influence. However, the association between partial democ-
racy and civil war may be spurious, because partial democracies have
other characteristics such as low income that increase the risk of conflict.

A much clearer empirical association is apparent between a change
in political institutions and subsequent civil war: stability increases
safety (Hegre and others 2001). So how does democracy affect the
chances that political institutions will be stable? Unfortunately, this ap-
pears to be critically dependent on the level of economic development
(Hegre 2003; figure 3.4). At low levels of per capita income, political
institutions tend to be less stable in democracies than in autocracies.
The average duration of a democratic political system in a low-income
country is only nine years. The first four or five years are the most crit-
ical: only half survive beyond the first election (figures are calculated
using the dataset developed by Gates and others 2003). As per capita
income rises, democracies gradually become more stable, whereas the



WHAT MAKES A COUNTRY PRONE TO CIVIL WAR?

Figure 3.4 The risk of civil war in democracies and nondemocracies at different levels of income
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stability of autocracies is unaffected. At some point, typically around
US$750 annual per capita income, democracies start to become more
stable than autocracies, and at high levels of income their political in-
stitutions are extremely robust (Gates and others 2003; Lipset 1959;
Przeworski and others 2000).! Thus at higher income levels democracy
indeed reduces the risk of civil war, but “one size fits all” simply is not
applicable. At low income levels democracy may well be highly desir-
able for many reasons, but it cannot honestly be promoted as the road
to peace. Historically, political institutions in low-income democracies
are characterized by relatively high levels of instability, and this has
probably tended to increase their risk of civil war.

While exceptions doubtless exist, in low-income countries, where re-
bellion is concentrated, no general tendency is apparent for it to be a
strategy of last resort where other means of political expression are denied.

Are Rebellions Responses to Acute Grievances? The interpretations
of civil war popular with the political left are economic inequality and
colonial legacies. In his analysis of the “paradox of power” Hirshleifer
(2001) argues that poor people have more to gain from resorting to co-
ercion than the rich. All rebel groups provide a litany of severe griev-
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ances, many of which are undoubtedly genuine; however, for such
grievances to explain rebellion they should be significantly worse than
those of groups in other societies that resort to less violent political
processes. Obtaining good objective measures of the intensity of griev-
ances is difficult. Two measures that researchers have investigated are
inequality of household incomes and inequality in the ownership of
land. Collier and Hoeffler (2002c¢) find no effect of either income or
land inequality on the risk of conflict, but do find that once a conflict
has started it will tend to last much longer if income is unequal (Col-
lier, Hoeffler and S6derbom 2003).

In relation to the colonial legacy, Acemoglu, Johnson, and Robinson
(2001) find that colonial institutions can have long-lasting effects for
good or ill. Where settlers’ mortality rates were low, colonial institutions
were designed for long-term growth, whereas where their mortality rates
were high, colonial institutions were designed for exploitation. This
legacy of institutions, as proxied by mortality rates among settlers, is
highly significant in accounting for differences in recent growth per-
formance, but turns out to have no significant explanatory power in re-
lation to either the risk or the duration of conflict. While the colonial
legacy presumably affects the risk of conflict to some degree, the connec-
tion appears to be weaker than the influence on economic performance.?

Whether or not acute grievances are an important driver of conflict,
the evidence reviewed in chapter 1 shows clearly that civil war is a
highly unreliable route to social progress. Even where the objective of
correcting serious injustices motivates rebel organizations, unfortu-
nately, the usual legacy of war is to intensify social problems.

What Are the Motives for Rebellion? The analysis of motives for re-
bellion has not led us to any definitive conclusions. Although most
rebel groups have public political agendas that appear reasonable, their
actual agendas may be somewhat different, and in any case, similar
agendas are normally promoted by mass political action rather than by
rebellion. Viewed prior to a conflict, predicting which, if any, of the
multiplicity of political disputes, grievances, and organizations will
turn violent unless addressed is hard. To the extent that political objec-
tives determine rebellions, the key drivers are more likely to be either a
fear of the potential consequences of structural exclusion or the lure of
imagined wealth, rather than the realistic prospect of rectifying acute
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Figure 3.5 Improved economic performance and the risk of civil war
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grievances in the context of severe repression. This is not to deny that
rebel groups have specific grievances, but rather to recognize that griev-
ances are common, whereas private, illegal, military organizations are
rare forms of political opposition.

The motive for rebellion need not be a group-specific grievance, in
that rebels could be concerned about improving conditions across soci-
ety. Indeed, the risk of rebellion increases substantially if average in-
comes are low and if the economy is in decline (figure 3.5). However,
group-specific issues are more likely to motivate rebellions because the
collective action problem is less acute: if rebellion is promised to im-
prove conditions for everyone, then no one in particular has much of
an incentive to fight. Generalized discontent is perhaps more likely to
lead to mass protest movements than to small rebel groups. As dis-
cussed later, the association of rebellion with low incomes and eco-
nomic decline may reflect other causes of rebellion.

Rebel Groups as Military Organizations

Regardless of its political agenda, a rebel group is a military organiza-
tion. As such it faces problems of recruitment, cohesion, equipment,
and survival.
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Recruiting a Private Army  In terms of recruitment rebel groups usu-
ally look much more like an army than a political movement. First, the
actual numbers of people involved in rebel activities are usually only a
tiny proportion of the society. “Given the right environmental condi-
tions, insurgencies can thrive on the basis of small numbers of rebels
without strong, widespread, freely-granted, popular support rooted in
grievances and, hence, even in democracies” (Fearon and Laitin 2003,
p. 81). Even a relatively large rebel group such as the Fuerzas armadas
revolucionarias colombianas (the People’s Army or FARC) in Colom-
bia is recruiting less than 1 Colombian in 2,000.

Second, the people who join rebel groups are overwhelmingly young,
uneducated males. For this group objectively observed grievances
might count for relatively little. Rather, they may be disproportionately
drawn from those easily manipulated by propaganda and who find the
power that comes from the possession and use of a gun alluring. Social
psychologists find that around 3 percent of the population has psycho-
pathic tendencies and actually enjoys violence against others (Pinker
2002), and this is more than is needed to equip a rebel group with re-
cruits.’ In Nigeria’s Maitatsine region, a rebel movement was created
in the 1980s by a “prophetic” leader, Marwa, who recruited 8,000 to
12,000 members. Ideological indoctrination and religious teaching were
targeted on the homeless and refugees. Their insurgency caused around
5,000 deaths (Zinn 2002).

Third, as chapter 1 noted, a seemingly paradoxical, yet common,
motivation for recruitment is safety. Compared with the starvation and
disease facing the thousands of people displaced from their homes, the
organized facilities of a rebel group provide a haven.

Fourth, many rebel movement “recruits” do not volunteer; for
example, around 80 percent of Resisténcia Nacional Mogambicana
(RENAMO) recruits were coerced. One standard technique is to kid-
nap recruits and then force them to commit atrocities in their home
areas, thereby reducing their incentive to escape. Another technique,
which the RUF in Sierra Leone adopted, was to target drug addicts on
the grounds that such recruits would be easier to control. A further
widespread technique is to recruit children. Children are attractive to
rebel groups because they are cheap and have little regard for their own
safety. For example, in Burundi rebel groups recruited children by
force, purchasing Kenyan street children at the price of US$500 for
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150 boys (Ngaruko and Nkurunziza 2002). Obviously children do not
join rebellions because of objective social grievances.

Even where rebel groups do rely upon grievances for recruitment,
they sometimes exploit them. A technique common to several groups
is to target people whose parents were victims of previous government
atrocities. The recruiter pretends to know who on the government side
committed the atrocity and offers the opportunity for revenge (Ross,
2002b).

Recruits frequently desert. In the largest civil war of the 20th cen-
tury, Russia in 1919-21, around 4 million men deserted from the Red
and White Armies. The desertion rate was 10 times greater in summer
than in winter, because most recruits were peasants whose time was
much more valuable during the harvest season (Figes 1996).

Using Ethnicity for Cohesion Rebel military organizations face severe
difficulties of maintaining cohesion. As they operate outside the law
they do not have recourse to normal contract enforcement techniques.
Governments can divide a rebel movement by buying off local com-
manders, a technique used against the Khmer Rouge. One technique
for maintaining cohesion is to have a hierarchical, dictatorial decision
structure, with most power vested in a charismatic leader. A measure
of this is that if such leaders are removed the rebel organization tends
to collapse rapidly, examples being the eclipse of the Shining Path in
Peru once Abimael Guzman had been imprisoned and the surrender
of the massive Unido Nacional para a Independéncia Total de Angola
(UNITA) forces in Angola following the death of Jonas Savimbi. An-
other common technique rebel organizations use to increase cohesion
is to confine recruitment to a single ethnic group with leaders drawn
from the same clan (Gates 2002). The rebellion thus uses existing eth-
nic “social capital.” In this they resemble the solutions successful dicta-
tors favor, a spectacular example being Saddam Hussein’s reliance on
the Tikriti clan. In the Democratic Republic of Congo all the rebellions
drew their support predominantly from particular ethnic groups, even
if the conflict was resource driven. For example, the Katanga secession
and the Shaba wars were led by the Lunda, Ndembu, and Yeke ethnic
groups. Similarly, the Kwilu rebellion involved the Mbunda and Pende
ethnic groups, while the 1996-97 rebellion led by Laurent Kabila drew
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its initial combatant force from among the Banyamulenge (Ndikumana
and Emizet 2002).

Where the society is divided into a few large ethnic groups civil wars
tend to last much longer. This is probably an indication that ethnicity
is being used to maintain rebel cohesion. Recall that where societies are
highly fragmented in ethnic and religious terms the risk of rebellion is
actually lower than in homogenous societies, and when conflicts do
occur they tend to be brief. A possible explanation for this is that in
such societies large rebel groups will usually need to be multi-ethnic,
but multi-ethnic groups cannot maintain cohesion. An example of a
society with high ethnic fragmentation and correspondingly limited
large-scale violence is Papua New Guinea. At the other end of the spec-
trum, Somalia is one of the most ethnically homogenous societies in
Africa. Because rebel leaders actively use ethnicity to encourage cohe-
sion, this is another reason why ethnicity is so prominent in the rebel
discourse and appears to be an important root cause of conflict.

Equipping a Private Army A private military organization needs to
acquire armaments and ammunition. This is normally extremely diffi-
cult: even criminals seldom have access to armaments more powerful
than handguns. Access to armaments varies enormously between coun-
tries and over time. Where rebels face large but poorly run government
forces, they have occasionally been able to equip themselves by captur-
ing government equipment, a classic case being the Eritrean People’s
Liberation Front versus the Derg government of Ethiopia. Similarly, in
Albania and Somalia brief episodes of social disorder enabled local
gangs to raid government arsenals. In Albania the looted armaments
were taken across the border and became the basis for arming rebellion
in the Balkans. In Somalia this set off a chain of gang militarization, de-
stroying the possibility of central government on a long-term basis.
The breakup of the former Soviet Union established some new gov-
ernments that faced acute shortages of revenue, but had huge stockpiles
of armaments for which they had no use. Major illegal businesses de-
veloped, often run by former soldiers such as the Russian Victor Bout,
in which stocks were air freighted to conflict zones in return for natu-
ral resource wealth. Thus the availability of military equipment for
rebel groups expanded enormously during the 1990s, and its cost col-
lapsed. AK-47s now sell for as little as US$6 in some African countries
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(Graduate Institute of International Studies 2001; U.S. Department of
State 1999).

Surviving and Military Viability The sheer military viability of rebel-
lion will differ greatly between societies, and so will influence the risk of
conflict. One simple factor influencing military viability is the terrain.
It is easier for large rebel groups to conceal themselves in rural areas with
a low population density than in urban areas. Countries in which the
population is concentrated in urban areas, but with large, scarcely pop-
ulated hinterlands, are statistically more at risk of rebellion. Some evi-
dence also suggests that rebellions are more likely to be launched in
countries with extensive mountainous terrain. For example, the Eritrean
People’s Liberation Front was able to rely on safe havens in mountain
retreats, and Nepal, one of the most mountainous countries in the
world, has seen a substantial war. Countries such as Colombia, with
both mountains and forests, may be geographically more prone to re-
bellion than countries such as Saudi Arabia (see Buhaug and Gates 2002
for an empirical study of geography and war).

A second factor influencing military viability is the capability of the
government. Both good policing and military counterinsurgency oper-
ations are organizationally demanding and are much more difficult, for
example, than providing basic social services.

Deterring rebellion in its early stages requires an effective local pres-
ence of government and a willingness to share information on the part
of the population. Typically rebel groups kill people they suspect of
being informers, and so for people to give the government information
they must trust it to be effective. Local populations many neither ap-
preciate nor trust weak states, which therefore lack the information to
contain rebellion. Even highly effective governments find containing
rebellion to be an arduous and complex process, although France, Ger-
many, Spain, and the United Kingdom were eventually fairly successful
in containing violent actions by, respectively, the Front de Libération
Nationale de la Corse, Baader-Meinhof and its later manifestations
such as the Red Army Faction, Euskadi ta azkatasuna (ETA), and the
Irish Republican Army (IRA).

Less effective governments commonly attempt to prevent rebellion
by substantially raising conventional military expenditure. For exam-
ple, when the objective risk of rebellion is proxied by the risk estimated
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Figure 3.6 Military expenditures and the risk of civil war

(a) how governments respond to risk

(b) how risk responds to military expenditures
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by the Collier-Hoeffler model (Collier and Hoeffler 2002d), an addi-
tional 10 percent risk of rebellion increases the government’s preemp-
tive military budget by more than 10 percent (figure 3.6). Yet such mil-
itary expenditure is usually ineffective in deterring rebellion (see box
3.3). Controlling for this tendency of expenditure to be higher where
risks are higher, high military spending has no significant deterrence
effect on the risk of rebellion.

Rebel Groups as Business Organizations

Rebellion is expensive. Typically several thousand people will be full-
time workers for the organization for several years. These people and
their dependents must be fed, clothed, and housed. They must also be
equipped. Depending on its sophistication, military equipment and am-
munition can be extremely expensive and in combat conditions needs to
be replaced frequently. The rebel organization faces all these costs, yet its
military activities do not directly generate any revenue. As a business or-
ganization a rebellion therefore faces an acute financing problem. If it
cannot overcome this financing problem the rebel group will be unvi-
able. This is perhaps the fate of many would-be rebel movements.
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Box 3.3 Inefficient counterinsurgency measures in Indonesia

INDONESIA HAS KNOWN MUCH POLITICAL VIO-
lence in its history, including civil wars, self-
determination movements, ethnic clashes, coups,
and state-sponsored massacres. A civil war took
place in the resource-rich province of Aceh in the
carly 1990s and again in 1999-2002. The war was
fought between the government and GAM, an or-
ganization that had pursued autonomy since the
carly 1970s. For more than two decades GAM was
poorly funded, had little military equipment, and
few recruits. Part of the reason for GAM’s growth in
the 1990s was the demonstration effect in neighbor-
ing East Timor, which encouraged the Acehnese to

expectations of revenue windfalls that could result
from ruling a resource-rich independent state of
Aceh. But what gave GAM greater legitimacy and
access to a larger pool of potential recruits than in
previous years was a negative reaction by the public
to the government’s counterinsurgency measures
of the 1980s. These actions intensified after GAM’s
reappearance in 1990-91. Following a period of
dormancy, GAM emerged stronger in 1999 at least
in part because of increased support by Acchnese
public opinion, possibly resulting from the public
outrage against alleged human rights abuses com-
mitted by Indonesian security forces between 1990

demand independence as well. Also relevant were  and 1998.

Source: Ross (2002b).

All the rebel groups that succeed in escalating violence to the scale of
civil war must therefore in part be business organizations. This does not
imply that personal wealth, or indeed any other economic ambition, is
the motivation for the rebellion. Rebel organizations have to be busi-
nesses because they have to cover their costs, but most are probably not
run for profit. Much of the economics literature on rebellion assumes
that the rebel group has economic objectives, whereas much of the po-
litical literature neglects to consider finance as a constraint, yet finance
can be critical in explaining rebellion, even though it is not motivating.

Rebel groups have three broad options in raising finance: they can
be initiated by someone who is already wealthy, they can seek dona-
tions, and they can operate commercial businesses. The super-rich oc-
casionally launch their own political parties, for instance, James Gold-
smith in France and the United Kingdom and Ross Perot in the United
States, and occasionally they also launch rebellions. Osama Bin Laden
is a spectacular current example, and when Jonas Savimbi relaunched
the war in Angola in 1994 he was among the richest people in the
world. As the numbers of super-rich increase, this may become more
common, but historically rebel groups have usually been funded by
donations or by their own commercial enterprises.
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Who Donates Death? In secking donations, rebel groups typically do
not rely heavily on voluntary contributions from the local group whose
interests they promote. In this they differ markedly from normal polit-
ical movements. Their main sources of donations are from foreign gov-
ernments hostile to the government they oppose and from diasporas
living in rich countries.

Hostile governments see several advantages in this type of military
intervention. It is covert, and so avoids the normal pressures of inter-
national dispute settlement. It is containable, and does not result in
domestic casualties. Until the end of the Cold War the chief sources of
government finance for rebel movements were probably the two super-
powers. Since the end of the Cold War regional conflicts have become
more feasible, and so neighboring governments may have increased
their funding of rebel groups. Obviously, obtaining clear evidence of
the importance of government funding for rebel groups is difficult.
One such case was the role of the government of Southern Rhodesia in
funding and training RENAMO during the 1970s. Once this govern-
ment collapsed, RENAMO collapsed. It was then restarted in the early
1980s by the government of South Africa. The United Nations (UN)
has documented how several African governments supported UNITA.
Similarly, clear evidence points to the involvement of the governments
of Rwanda, Uganda, and Zimbabwe in the Democratic Republic of
Congo and of the government of Liberia in Sierra Leone. Sometimes
involvement is reciprocal, so that the conflict is, in effect, an interna-
tional war. For example, at one stage the government of Sudan was sup-
porting the Lord’s Resistance Army fighting in northern Uganda and
the government of Uganda was supporting the Sudan People’s Libera-
tion Movement fighting in southern Sudan. The rebel group probably
gets significant support from a foreign government in most civil wars.

The other major source of donations for rebel groups is from dias-
poras in rich countries. Diasporas do not suffer the consequences of
violence, nor are they in day-to-day contact and accommodation with
“the enemy.” Case studies suggest that diasporas tend to be more ex-
treme than the population remaining in the country of origin: sup-
porting extremism is a simple way of asserting continued identity with
the place that has been left. A spectacular example of such financing
was for the Eritrean People’s Liberation Front, which levied an informal
income tax on its huge diaspora. Other examples are support from the
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Tamil diaspora in North America for the Tamil Tigers and support
from the Albanian diaspora in Europe for the Kosovo Liberation Army.

Unlike the other sources of finance for rebellion, diaspora contribu-
tions are sensitive to the media image of the rebel group. Hence a
shrewd rebel group will attempt to manage its image, playing on the
concerns and memories of the relevant diaspora. After September 11
the American population became more aware of the true consequences
of financing political violence, and donations to rebel groups have re-
putedly declined sharply. Following September 11 two rebel organiza-
tions highly dependent on diaspora contributions from North America,
the IRA and the Tamil Tigers, both took unprecedented steps toward
peace, with the IRA accepting “decommissioning” of its weapons and
the Tamil Tigers withdrawing their demand for independence.

What Sorts of Commercial Enterprises Do Rebel Groups Engage in?
Most successful rebel organizations now rely substantially on generat-
ing finance by running businesses alongside their military and political
activities. The question then becomes in what types of business activi-
ties are rebel organizations likely to be competitive? Unfortunately, the
obvious answer is that rebel groups have only one competitive advan-
tage, namely, their possession of an usually large capacity for violence.
Thus the business activities to which they are well suited are various
forms of extortion rackets or activities that only require military con-
trol over a limited territory. These business activities are most com-
monly associated with the extraction of natural resources, and civil wars
occur disproportionally in countries with extensive dependence on nat-
ural resources (figure 3.7).

Recall that for military reasons rebel groups will tend to locate in
rural areas. Most rural areas are poor. Obviously extortion rackets only
work if there is something to extort, and this constitutes a major limi-
tation on rebel activity: extremely poor areas are not well suited to ex-
tortion, and so tend to be unsuited for rebellion.* However, a minority
of rural areas are well suited to extortion, namely, if they are producing
primary commodities with high economic rents. Such commodities are
generally for export, and the largest rents are usually from the extrac-
tion of natural resource wealth. Where such activities are under way, for
rebel groups to run an extortion racket that involves charging produc-
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Figure 3.7 Natural resources and the risk of civil war for low-income
countries

Risk of civil war (percent)

29.5%
30 |
23.6%
20 16.8%
10.5%

10

5.7%
, | N

5% 10% 15% 20% 25%

Primary commodity exports as a share of GDP

Source: Collier and Hoeffler (2002c).

ers for protection is a relatively simple matter. The best known exam-
ple is diamonds in Angola and Sierra Leone. Alluvial diamonds are par-
ticularly well suited to rebel groups because the technology is so simple
that the organization can directly enter the extraction process. Simi-
larly, timber felling is a simple technology.

However, high-value agricultural exports are also sometimes a target
for rebel extortion. Here the rebel group does not produce the crop it-
self, but levies informal taxes on production. The most spectacular ex-
ample is illegal drugs, which because of their illegality are extremely
valuable. Current global policy on drugs implies that drugs can only be
grown on territory outside the control of a recognized government.
Those rebel groups that control territory on which drugs can be grown
can therefore charge large rents to producers. For example, when the
U.S. government ceased to fund the mujahideen in Afghanistan, the
group shifted into drug production. Similarly, estimates indicate that
FARC in Colombia generates around US$500 million per year from its
control of drug cultivation. Even lower-value export crops are some-
times the target of rebel extortion rackets. For example, the RUF in
Sierra Leone started by levying informal taxes on coffee, and only shifted
its activities to the diamond areas once it had become established.

Some extractive industries require technology that is too sophisti-
cated for rebel groups and requires multinational corporations (MNCs),
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but this does not prevent extortion. Rebel groups can target MNCs by
threatening expensive infrastructure. The classic infrastructure target is
a pipeline: typically oil companies pay protection money to “violence
entrepreneurs’ in local communities. Such entrepreneurs sometimes
fight among themselves for the right to extort. For example, in the delta
region of Nigeria violence entrepreneurs from rival villages on either side
of a new Shell pumping station recently fought it out for the extortion
rights, resulting in 75 deaths. Violence in the Nigerian delta began in
the mid-1990s at a modest level. It was essentially political, being di-
rected against a military government. Despite democratization, the vio-
lence has escalated sharply, but has been transformed into something
more akin to American gangland fights for control of the drug trade.

A particularly remarkable recent development is for rebel groups to
raise finance by selling the advance rights to the extraction of minerals
that they currently do not control, but which they propose to control by
purchasing armaments financed through the sale of the extraction
rights. Kabila, subsequently president of the Democratic Republic of
Congo, reportedly raised several million dollars from Zimbabwean com-
mercial interests in return for extraction contracts before launching his
successful assault on Kinshasa (Graduate Institute of International Stud-
ies 2001). Similarly Denis Sassou-Nguesso, subsequently president of
the Republic of Congo, reportedly sold extraction rights to help finance
his military bid for power.

An alternative technique for extortion against MNC:s is kidnapping
followed by ransom demands. FARC generates around US$200 million
annually from ransoms, disproportionately from kidnapping the em-
ployees of MNCs. Oil companies are common targets for kidnapping,
and in some regions companies now suffer kidnaps as a daily occurrence.
Pax Christi Netherlands (2001) estimates that during the 1990s Euro-
pean companies’ ransoms to rebel movements amounted to US$1.2 bil-
lion, a sum that far exceeds official European aid flows to the affected
governments. The Colombian rebel group Ejército de Liberacién Na-
cional (ELN) reputedly got US$20 million in ransom from the German
company Mannesmann, money that was critical for the group’s purchase
of sophisticated military equipment and its subsequent expansion. Rebel
groups also target foreign tourists for kidnap. For example, a small rebel
group in the Philippines recently ransomed a party of European tourists
via Libya for US$1 million per person. Following each successful kid-
napping rebel recruitment soars, presumably as young men anticipate
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Box 3.4 Financing the Chechen rebellion

BETWEEN 1991 AND 1993 BREAKAWAY CHECHNYA
controlled more than 300 kilometers of the Russian
border. During this time Chechnya became an enor-
mously profitable, illegal but tolerated, free trade
zone that ensured its owners a fortune of millions in
hard currency. In practice independent after 1991,
Chechnya possessed an international airport and in-
ternational borders with Georgia, but was still fully
integrated into the Russian economic space. This
meant, first, that Chechnya had access to cheap and
exportable Russian natural resources; and, second,
that it had access to the Russian consumer market,
which was eager for all sorts of consumer goods.
This made Chechnya a bonanza for the shadow
economy, and its position as a hub between world
markets and the Russian markets proved to be ex-

tremely lucrative. Consumer goods were imported
duty free via Chechnya, while natural resources and
weapons were exported to world markets without
any regulation. The financial flows, which financed
Dzokhar Dudaev’s regime and later the war, origi-
nated in the shadow economy. Not surprisingly,
Dudaev’s independent Chechnya was supported
and used by entrepreneurs in the shadow economy,
who exploited the “free trade zone” of Chechnya
for their business. These so-called patriotic busi-
nessmen were interested in an independent Chech-
nya, out of reach of the Russian state, but with ac-
cess to the Russian space of opportunity and to the
world market. They also had an interest in ensuring
state weakness in Chechnya to maintain their free-
dom of activity.

Source: Ziircher, Koehler, and Baev (2002).
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large payoffs. In Colombia rebel groups have combined with urban-
based criminals to create a market in kidnapped people. Criminals un-
dertake the kidnap, selling the victim on to the rebel group, which then
demands a ransom. Just as markets in the victims of kidnap are arising
in developing countries, so markets in ransom insurance are arising in
industrial countries. Perversely, the eventual effects of kidnap insurance
are to reduce the incentive to protect workers from kidnap and to in-
crease the size of ransom payments.

Although natural resources are probably the most common target
for rebel extortion in rural areas, another valuable attribute is if the area
includes an international border. Physical control over a border can be
valuable because of the potential for smuggling. A post-Soviet aphorism
states that control over a kilometer of the Russian border sufficed to be-
come a millionaire (see box 3.4). The potential for exploiting a border
depends on the trade policies the country and its neighbors have
adopted. As Russia was highly protectionist, control of the border en-
abled goods to be smuggled into the country. Sometimes the smuggling
can go in the other direction. For example, Afghanistan is bordered by
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countries that have usually been highly protectionist; thus control of
frontier areas in Afghanistan has enabled goods to be flown in at world
prices and smuggled into these neighboring countries where they are far
more valuable.

Finally, some rebel groups have used their comparative advantage in
violence to capture some niche markets in extortion in industrial coun-
tries. For example, the Albanian mafia associated with the Kosovo Lib-
eration Army reputedly now controls around 80 percent of the prosti-
tution trade in central London (7he Observer 2002).

So Is the Root the Loot? We have already argued against a greed-based
interpretation of rebellion. Most entrepreneurs of violence have essen-
tially political objectives, and presumably initially undertake criminal ac-
tivities only as a grim necessity to raise finance. However, over time the
daily tasks involved in running a criminal business may tend inadver-
tently to develop a momentum of their own. The organization starts to
attract more criminal types and fewer idealists, so that it may gradually
change its character. Some rebel leaderships tend to do well out of war
and may be quite reluctant to see it end. In some cases, such as RUF’s
movement from Sierra Leone to Guinea, a rebel group that finds its
criminal activities thwarted in one country relocates in another country.
At this point any political agenda has withered away, leaving a “roving
bandit” that classic analysis tells us is the most destructive form of power
(Olson 1993). Loot is not usually the root motivation for conflict, but it
may become critical to its perpetuation, giving rise to the conflict trap.

The Conflict Trap

NCE A REBELLION HAS STARTED IT APPEARS TO DEVELOP A
momentum of its own. Getting back to peace is hard, and
even when peace is re-established, it is often fragile.

Getting Back to Peace

The best predictor of whether a country will be in civil war next year is
whether it is at civil war now (see box 3.5). Wars are highly persistent:
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Box 3.5 Modeling the duration of civil war

COLLIER, HOEFFLER, AND SODERBOM (2003) USE A
hazard regression to investigate why some wars last
much longer than others. Investigating the duration
of civil war is more demanding statistically than
studying its onset, so the results vary considerably.
Explaining the onset can use a large number of ob-
servations with a wide variation in characteristics,
because the comparison is between countries with

rebellions and those without. Explaining the dura-
tion of rebellions depends on the much more lim-
ited variation between countries with wars.

Other empirical studies of civil war duration in-
clude Balch-Lindsay and Enterline (2000); Buhaug,
Gates, and Lujala (2002); DeRouen 2003; Elba-
dawi and Sambanis (2000); Fearon (2002); and
Regan (2002).
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costs of such wars are astronomical, and thus they are seldom forces for

the typical civil war lasts around seven years. As part I indicated,

successful transformation. Here we are concerned with why they last
so long.

Superficially, given that conflicts are so costly finding mutually ben-
eficial agreements that end them might seem to be easy. However, con-
sider the radical difference between rebellions against governments and
strikes by workers against a company. Few unions and companies can
prevent strikes altogether, but once they occur they are generally settled
within days or weeks: ending strikes quickly is often easier than pre-
venting them altogether. With rebellions it is the other way round: most
governments never face a rebellion, but once one has occurred ending
it is difficult. Why is rebellion so persistent?

Even where the population has significant grievances, governments
are understandably reluctant to concede to violence what they have not
conceded to nonviolent pressure. Clearly governments cannot afford to
signal that violence is an effective political strategy, given that all soci-
eties have many groups that are willing to resort to violence to achieve
their goals, so the potential is limitless. A further problem is that even
if governments are willing to concede to rebels’ demands, they might
have no credible means of committing to the agreement, and thus the
rebel group might fear that once it loses its fighting capability the gov-
ernment will renege, a problem known as time inconsistency. Conced-
ing to all rebel demands may even be logically impossible. The circum-
stances under which one rebel group is able to thrive often also enable
other groups to thrive, and sometimes these groups have opposing ob-
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Figure 3.8 How chances of peace evolve worldwide
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jectives. For example, in Colombia to the extent that the rebel groups
have discernable political agendas, they are contradictory.

Yet significant patterns are apparent. Wars are particularly lengthy if
a society has extremely unequally distributed income and a very low av-
erage income, possibly because the cost of sustaining rebellion is low if
a country has many destitute people, and possibly because the govern-
ments of such countries are typically weak. Wars are particularly lengthy
if the society is composed of two or three ethnic groups, perhaps be-
cause this makes creating distinct identities of support easier for both
rebels and government.

Over the first four years of war the chances of peace gradually dete-
riorate. Presumably the conflict intensifies hatreds, and it may also
gradually shift the balance of influential interests in favor of continued
conflict. Criminal entrepreneurs do well out of war at the expense of
other interests, and so in these early stages of conflict the criminals
thrive while the honest decline. Beyond four years the chances of peace
gradually improve again, perhaps reflecting the declining opportunities
for extortion as the economy goes into retreat (figure 3.8).

Wars also appear to have been getting longer (figure 3.9). Note that
the modest shortening of wars in the 1990s may well be temporary. As
discussed in chapter 4, the end of the Cold War saw a surge in peace
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Figure 3.9 Duration of civil wars over time
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settlements, but this was not sustained beyond the mid-1990s. The ex-
pected duration of conflict is now more than double that of conflicts
that started prior to 1980 (Collier, Hoeffler, and Séderbom 2003). One
possible explanation is that sustaining a conflict is easier than it used to
be, because even without support from a superpower or a neighboring
government, rebel groups can generate revenues and purchase arma-
ments. Another possibility is that rebellions have gradually changed
their character, becoming less political and more commercial. Violence
entrepreneurs, whether primarily political or primarily commercial, may
gain from war to such an extent that they cannot credibly be compen-
sated sufficiently to accept peace. Those who see themselves as political
leaders benefit from war because they can run their organizations in a
hierarchical, military style with power concentrated in their own hands,
something much more difficult to justify in peacetime. Those who see
themselves as extortionists benefit from the absence of the rule of law
in the areas they control. However leaders see themselves they will have
invested in expensive military equipment that will become redundant
once they agree to peace. Asking a rebel leader to accept peace may be
a little like asking a champion swimmer to empty the pool.

The international community has made many efforts to shorten civil
wars by means of diplomatic, economic, and military interventions. Our
analysis suggests that none of these types of interventions has been sys-
tematically successful. Particular interventions might have worked, but no
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Figure 3.10 The risk of civil war for a typical civil war country, just be-
fore and just after war
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general significant effect is apparent. Hence once a rebellion has started,
there appears to be something of a trap: powerful forces keep a conflict
going, while the international community appears almost impotent to
stop it. Unfortunately this continues even once peace has been reached.

Reverting to War  The typical country reaching the end of a civil war
faces around a 44 percent risk of returning to conflict within five years
(figure 3.10). One reason for this high risk is that the same factors that
caused the initial war are usually still present. If before a war a country
had low average income, rural areas well endowed with natural re-
sources, a hostile neighbor, and a large diaspora, after the war it is still
likely to have these characteristics. Some countries are intrinsically prone
to civil war by virtue of their geography and economic structure, so that
as the government settles with one rebel group another is likely to
emerge. We would expect a country such as Colombia, with moun-
tains, forests, and a lot of sparsely populated territory, to have a per-
sistently higher incidence of civil war than, say, the Netherlands.

This is indeed part of the explanation for the persistence of civil war.
For example, countries that go into civil war tend to have much lower
incomes than other countries. This low income tends to make the con-
flict last a long time and to make the country more likely to have a fur-
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ther conflict once it has reached peace. However, another possibility is
that a high degree of conflict persistence arises because of a vicious cir-
cle of civil war. We now explore various ways in which conflict in one
period may increase the risks of subsequent conflict.

War Reverses Development The most obvious way in which conflict
has a feedback loop is that civil war interrupts, and indeed reverses, eco-
nomic development. As chapter 1 showed, during a civil war a country
loses, on average, around 2.2 percentage points off its normal annual
growth rate. Because the average civil war lasts around seven years, by
the end of the war per capita income is around 15 percent lower than
it would otherwise have been. Our previous analysis indicates that this
will raise the long-term incidence of conflict for the country both by
increasing its risk of further rebellion and by increasing the duration of
rebellion should one occur. For the typical country experiencing a civil
war, this effect of the war would increase the risk by 13.5 percent and
the duration by 5.9 percent, so that the long-term incidence would rise
by 16.9 percent.’

A related feedback loop works through the effect of conflict on the
structure of the economy. Natural resource exports are relatively robust
in the face of conflict, because of the high rents normally involved in
their production and their relative independence of inputs from the rest
of the economy. By contrast, more sophisticated exports are typically
low-margin and dependent on a fragile network of business interdepen-
dencies, and these tend to get severely disrupted by the war. Further-
more, economic policy and institutions deteriorate significantly during
civil war, and this takes time to put right. Studies show that diversifica-
tion out of primary commodity dependence is influenced both by the
level of income and by policies and institutions (Collier and Hoeffler
2002b). Thus as policies, institutions, and income all deteriorate during
war and take a long time to rectify, for a much longer period than the
war itself the country will find itself trapped into dependence on pri-
mary commodities. This in turn will increase the risk of further conflict.

War Triggers Emigration and Diasporas A further feedback loop is
through emigration of the work force. Civil war triggers an exodus of
people: some are refugees to neighboring countries, others are asylum
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Figure 3.11 Diasporas and post-conflict risk
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seekers in rich countries, and others are simply economic migrants in-
duced to emigrate by the collapse in economic opportunities at home
(Collier, Hoeffler, and Pattillo 2002). For different reasons, this emi-
gration is also highly persistent, in that when one group of people has
migrated, it tends to assist others to follow. Thus even once peace has
been reached the society might continue to experience rapid emigration
of workers, thereby further depressing economic growth.

Emigration not only deprives the economy of its labor force, its cre-
ates a large diaspora living in rich countries. Statistically, such diasporas
increase the risk of a return to violence (Collier and Hoeffler 2002c). A
potential problem is involved in interpreting this statistical association
causally: to the extent that diasporas are the result of civil war, a large
diaspora might simply be proxying a particularly severe war; however,
when this is controlled for, the adverse effect of diasporas remains. Fig-
ure 3.11 illustrates the risk of conflict for a country with an average size
diaspora in the United States versus one with a diaspora that is 10 times
larger relative to the home country population. The most likely route
by which diasporas increase the risk of repeat conflict is through their
tendency to finance extremist organizations. To give an example, detec-
tive work has established that the massive bomb that killed 86 civilians
and injured more than 1,400 in Colombo, Sri Lanka, in 1996 used 60
tons of East European explosives purchased using funds from a Singa-
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pore bank account opened by a Canadian of Sri Lankan origin (Bell
2000). As noted earlier, diasporas tend to be more extreme than the
populations they have left behind.

War Leaves a Persistent and Damaging Military Lobby During wars
military spending obviously rises, and during the typical civil war the
military budget increases by nearly 50 percent. Reducing this spending
in the early postconflict period is not easy. There is often a widespread
awareness of continued risks of conflict, and as with any powerful
lobby, the military will be reluctant to see its budget cut. Furthermore,
the government sometimes needs to integrate rebel forces into the
army, which creates pressures for expansion.

Military spending reduces growth (Gleditsch and others 1996;
Knight, Loayza, and Villanueva 1996); therefore both during and after
a civil war such high military spending will be a drag on growth. How-
ever, the adverse effects of high military spending in postconflict situa-
tions can be even more serious. We have already noted that government
military spending is normally ineffective as a deterrent of rebellion. Fig-
ure 3.12 shows that in postconflict situations it is actually significantly
counterproductive. Statistical analysis indicates a potential problem of

Figure 3.12 Military spending and the risk of renewed conflict in
postconflict countries
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bogus causality: high spending will sometimes reflect a correct percep-
tion of an unusually high risk of further conflict, and so will simply be
proxying the risk, but when this is controlled for the effect remains.

Why should high military spending in postconflict situations be so
dysfunctional? A possible reason is that military spending may inadver-
tently be a signal of government ill-intent. Recall that one obstacle to a
settlement is the low credibility of an agreement, that is, the govern-
ment has more interest in promising generous peace terms than in ac-
tually delivering on them. High military spending might thus be seen
as an indication that the government is likely to renege. Some indirect
support for this interpretation comes from an analysis of which policies
are most conducive to growth in postconflict situations. On average,
countries emerge from conflict with poor policies across the board:
macroeconomic, structural, and social.

Collier and Hoeffler (2002a) investigate how policy priorities should
differ in such a country from one that has the same poor policies but is
not postconflict. They find that simply on the criterion of maximizing
short-run growth, if the country is postconflict it should give greater
priority to such inclusive social policies as widening access to education
and health care. Although education and health care eventually con-
tribute to growth, they do so with long lags, so that the unusually strong
effect of social policies is unlikely to be due to their direct contribution
to growth. An alternative route may be that prioritizing inclusive social
policies signals to the population that the government is committed to
a peace settlement. On this interpretation, postconflict governments
that prioritize military spending are inadvertently signaling that they
will renege on the peace settlement and those that prioritize social
spending are signaling that they will adhere to it. The former signal in-
creases the risk of conflict, while the latter builds private sector confi-
dence and thereby accelerates growth. If this interpretation is right it
suggests that governments are not impotent: their policy choices can
alter the risks they face. We return to this in more detail in chapter 5.

War Changes the Balance of Interests and Intensifies Hatreds All
the foregoing feedback loops work through factors that investigators
have incorporated into models of conflict risk: the level, growth, and
structure of income; military spending; and diasporas. However, the
risk of a reversion to conflict is much higher than is accounted for by
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these effects. On average, only about half of the 44 percent risk of re-
peat conflict is due to characteristics either present before the conflict
started or explicitly modeled as deteriorating as a result of conflict. The
other half of the risk is due to things that happen during the conflict
but are not included in the analysis. By definition, as these factors are
omitted from the modeling analysis, it cannot guide us as to what they
are, but we can speculate on some likely ways in which conflict in-
creases the risk of further conflict.

One likely feedback mechanism is that violent conflict changes the
balance of assets in the society, reducing the value of those that are use-
ful during peacetime and increasing the value of those that are useful
only for violence. The violence-specific assets are partly physical, such as
armaments; partly human, such as the skills to use weapons and the re-
duced regard for human life and dignity; and partly organizational, such
as the hierarchical rebel management structure and established com-
mercial ties with arms suppliers and natural resource traders. The own-
ers of these assets are unlikely to sit on the sidelines while their value col-
lapses. They do well out of war and would like to get back to it.

Another likely feedback mechanism is that violent conflict leaves a
legacy of atrocities. As a result, hatreds build up during periods of vio-
lence, leaving the society polarized. People of both sides want vengeance
for atrocities committed during the conflict and these may supplant any
prior grievances. We have already noted how rebel recruitment some-
times capitalizes on such grievances.

Conclusion

HE INTERPRETATIONS OF CIVIL WAR THAT HAVE BEEN MOST

common in industrial countries either treat them as wholly an

outcome of primordial ethnic and religious hatreds or force
them into the familiar framework of Western politics. Rebel leaders
have learnt to play up to these images of their organizations, raising
money from ethnic diasporas while styling themselves as heroic politi-
cal leaders. Another tempting framework, favored by economists, is
to see rebel leaders as being at the apex of organized crime, enriching
themselves from massive protection rackets at the expense of the wider
society. The recent prominence of so-called “conflict diamonds” has in-
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creased popular awareness of this darker side of rebellion. Both these
interpretations miss the reality of many rebellions; that is, even though
rebel leaders are indeed violence entrepreneurs heading private military
organizations that run protection rackets, they usually have some po-
litical agenda. However, they are not conventional political leaders in
that they have chosen not to lead normal political movements.

Motivations—grievances and greed—are obviously part of the expla-
nation for rebellion, but if we focus exclusively on motivation we rapidly
encounter a paradox. In many situations of the most grievous injustice,
both currently and historically, rebellion does not occur. Highly repres-
sive societies often fail to trigger civil war, such as Iraq and the Dem-
ocratic People’s Republic of Korea. Highly unequal societies often fail to
trigger civil war, such as Chile and Kenya. Extreme cases of ethnic abuses
of power have often failed to trigger civil war, such as white domination
in South Africa, and, delving back into history, Norman domination in
England, although some forms of ethnic political exclusion do appear to
increase the risk of war. Greed perhaps fares a little better as an explana-
tion, as secessionist rebellions seem to be linked to the desire to appro-
priate valuable resources and some rebel leaders appear more committed
to a personal than to a social agenda; however, even greed does not seem
to get us very far, because states with large aid inflows are much more at-
tractive to capture, but they do not face any greater risk of rebellion.

While the literature that tries to explain civil war has focused over-
whelmingly on motivation, we also need to note that the circumstances
in which rebel groups are militarily and financially viable are relatively
rare. Hirshleifer (2001) has put forward a depressing proposition, the
Machiavelli theorem, whereby no advantageous opportunity to exploit
someone will be missed. Even though many rebellions are not moti-
vated by the desire to exploit someone, a closely analogous proposition
may be fairly accurate: no militarily and financially viable opportunity
to promote a political agenda by rebellion will be missed. If a neigh-
boring government is sufficiently hostile and the circumstances are pro-
pitious, it will seek out and promote a local violence entrepreneur. If
resource-extracting MNCs offer sufficiently easy pickings in unpro-
tected rural areas, local violence entrepreneurs will set up rudimentary
protection rackets loosely linked to political demands. In such circum-
stances the ostensible grievance might be any of a wide range of things:
grievances are not in short supply.
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Globally, one of the largest mass political protests of recent years,
which brought more than 400,000 people onto the streets of London,
was to defend the right to hunt foxes. The typical rebel group does not
need a cause that attracts anything like this level of support: a few hun-
dred or a few thousand people will suffice to reach the level of violence
that constitutes civil war. Thus most societies probably have several
issues on which it is possible to find a small core of people who feel
passionate and who are not averse to violence. Identifiable political
groups have perpetrated violence in France (Breton separatists), the
United Kingdom (animal rights activists), and the United States (anti-
abortion activists), and political assassinations have occurred in Italy,
the Netherlands, and Sweden. Hence most societies have the political
potential for violence. Whether such violence remains peripheral, as in
the foregoing examples, or becomes large enough to generate wide-
spread death and destruction, may depend as much upon whether an
illegal, private, military organization is militarily and financially viable
as upon the political issue itself.

Obviously governments should address justified grievances, whether
or not they are likely to lead to large-scale violence. A government that
is considerate and inclusive is surely less likely to face rebellion, and,
in any case, it will be a better government. However, we should be
wary of vilifying those governments of low-income, natural resource—
dependent countries that face rebellion. Rebellion need not be a symp-
tom that they are markedly worse than other governments. Instead,
they may be in an economic and geographic environment where rebel-
lion is particularly easy, and perhaps even particularly attractive. A jour-
nalist interviewed Kabila when he was marching on Kinshasa. He re-
portedly explained that in Zaire rebellion was easy—all that was needed
was ten thousand dollars and a satellite phone. The dollars were to re-
cruit a small army, cheap because the population of Zaire was among
the poorest in the world. Recall that even in Zaire the quote was an ex-
aggeration. Kabila had received several million dollars and the support
of foreign armies to launch his assault. The satellite phone was to make
deals with foreign businesses in extractive industries.

Although occasionally rebellion leads to an improvement in govern-
ment, more often it leads to spectacular deterioration, and therefore the
presumption that rebellion should be avoided is reasonable. Partly this
is a matter for governments to make greater efforts to redress reasonable
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grievances, but it is also a matter of making rebellion less easy. Many of
the things that would make rebellion more difficult require action at
the regional or global level, and the international community can ac-
tively discourage rebellion without taking sides in political disputes.
This is the subject of part III.

Although political conflict is common to all societies, civil war is con-
centrated in the lowest-income countries. In a sense this is hopeful. It is
an indication that peace does not depend on resolving all political con-
flict and that such conflict is normal. Rather, economic development is
the critical instrument in preventing rebellion and in building the con-
ditions in which groups engage in their conflicts through normal polit-
ical means. Economic development in the lowest-income countries is
not easy, but neither is it unprecedented, incredibly complex, or wildly
expensive.

Once a rebellion has started, a society risks being caught in a con-
flict trap. Ending the conflict is difficult, and even if it ends, the risk
that it will start again is high. Strong global actions can be targeted to-
ward conflict prevention in these high-risk environments. Building a
peaceful world is not just a matter of encouraging tolerance and con-
sensus. It involves a practical agenda for economic development and
the effective regulation of those markets that have come to facilitate re-
bellion and corrupt governance.

Notes

fertile land in arid areas. Homer-Dixon (1991) has em-
phasized this category of conflict, but see the discussion

1. Heavy dependence on natural resources also tends
to make autocracies stable and democracies unstable

(Ross 2000).
2. Results available on request.

3. Mueller (2000) analyzes the wars in Bosnia and
Rwanda and concludes that the number of rebels com-
mitting the atrocities was relatively small. He estimates
that the genocide in Rwanda was carried out by approx-
imately 2 percent of the male adult population.

4. A possible exception is where resources are valu-
able because they are locally scarce, such as water and

by Gleditsch (1998).

5. The change in the long-term or self-sustaining in-
cidence is calculated using the method explained in ap-
pendix 1. We assumed the initial probability of war ini-
tiation is 0.016 and that of termination is 0.123. We
multiply the initial w probability with 1.135 (corre-
sponding to a 13.5 percent increase) and the initial »
probability with 0.9405 and recalculate the self-sustain-

ing incidence.
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CHAPTER FOUR

Why Is Civil War

So Common?

HIS CHAPTER TURNS FROM A MICRO-LEVEL ANALY-

sis of what circumstances are conducive to rebellion

to a macro-level analysis of what determines the

global incidence of civil war. It looks at how the in-

cidence of civil war has changed over time and space

and attempts to account for these changes in terms
of the underlying causes of civil war identified in chapter 3. Civil war
is increasingly concentrated in relatively few conflict-prone countries,
many of them in Africa. We use the macro-level analysis to investigate
how economic development is changing the overall incidence of civil
war. Development has not been reaching those countries most prone
to civil war. As a result, if past trends continue, the world will evolve
into a two-class system, with the majority virtually conflict free and a
minority trapped in a cycle of long internal wars interspersed with
brief, unstable periods of peace. The minority of countries caught in
the conflict trap will increasingly dominate the global incidence.

Changes in the Global Pattern of Civil War

CTIVE WARFARE HAS CHANGED ITS CHARACTER OVER THE

past 50 years in that international wars have become rare,

whereas civil wars have become more common. In 2001 all
but one of the world’s wars were civil wars. Furthermore, when inter-
national wars do occur, they tend to be short: most last less than six
months (Bennett and Stam 1996). By contrast, civil wars last a long
time, on average about seven years, and their duration has tended to
increase.
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Figure 4.1 The global incidence of civil warfare, 1950-2001
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Note: Proportion of countries in civil war by year. Figure shows only conflicts with at least 1,000
battle deaths over the course of the conflicts.

Source: Gleditsch and others (2002).

Figure 4.1 shows the incidence of civil war, that is, the proportion of
countries that are at civil war at any one time. Between 1950 and 2000
the overall incidence rose, but this has not been a steady process: the
global incidence of civil war peaked around 1990.

The global incidence of civil war at a particular time is determined by
the average risk that a rebellion will ignite and by the average duration
of a war once it has started. If both the risk of ignition and the duration
of war were constant over a long period, the global incidence of conflict
would reach a self-sustaining level: the number of wars starting would
be balanced by the number of wars ending, so that the stock of active
civil wars would stay constant. Throughout 1950-2001 the average an-
nual risk that a rebellion would ignite was around 1.6 percent, while the
average annual probability that an ongoing war would end was 12.0
percent, corresponding to a median duration of wars of 5.5 years. If
both these probabilities turned out to be persistent, then the global in-
cidence of conflict would eventually settle at around 12 percent, which
is roughly the global incidence of conflict in the last eight years.

Fifty years ago the global incidence of civil war was clearly lower
than 12 percent. This relatively peaceful period may have ended be-
cause of fundamental changes in the underlying factors that cause civil
war during the 1950s and 1960s. However, in the 1950s many low-
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income countries were still colonies and colonialism suppressed the
possibility of civil war. Independence has been bunched in two big
waves, the British and French decolonizations of Africa in 1960—62 and
the Russian decolonization of the early 1990s. If countries tend to be
at peace during their first year of independence, there will be a long
phase of adjustment after large numbers of countries have become in-
dependent. Thus for much of the period the world has had an un-
sustainably low incidence of civil war, and at least part of the rising
incidence of civil war has been due to a movement toward the self-
sustaining level. Note that a self-sustaining level need not be a desirable
condition, but simply indicates the global incidence of conflict that the
international community will eventually have to cope with unless it can
reduce the risk of rebellion and its duration.

The observed rise in the global incidence of civil war from the 1950s
to the 1970s need not of itself reflect a deterioration in the factors that
cause and prolong conflict, but may simply reflect the existence of
many more independent, low-income countries. To illustrate this, fig-
ure 4.2 simulates what would have happened to the global incidence of
conflict since 1950 as a result of newly independent countries entering
the system had all countries faced the actual average risk and duration
of conflict during the period. We assume for the time being that all
countries have the same risks of conflict ignition and termination and

Figure 4.2 Simulating the effects of the waves of decolonization, 1950-2020
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Source: Authors calculations (see appendix 1).
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Figure 4.3 Proportion of civil wars that end each year
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Source: Gleditsch and others (2002).

that all countries are at peace in their first year of independence.! The
initial distribution is the actual observed incidence in 1950, around 7.5
percent. In the simulation, waves of decolonization gradually push up
the global incidence of conflict to a self-sustaining level of nearly 12
percent by 2020.

The proportion of countries with new wars is shown with a darker
shade in figure 4.1. No strong trend in the risk of new wars is appar-
ent. Rather, the figure shows how wars have been steadily accumulat-
ing, as the idea of the self-sustaining level implies. However, the rate at
which wars end exhibits a disturbing trend. Figure 4.3 shows the rate
of war termination during 1950-2001. From 1950 to the late 1980s
conflicts became steadily less likely to end. This is why we observe a
peak in the incidence of conflicts around 1990, as a surge of peace set-
tlements took place in the first half of the 1990s, but unfortunately this
seems to have been a temporary phenomenon.

The most likely explanation for this surge in peace settlements is the
end of the Cold War: many conflicts ended as that source of finance
dried up, for example, in Mozambique. The end of the Cold War also
allowed peacekeeping operations on an unprecedented scale. By contrast,
other wars were made sustainable because of the inflow of weapons
from the former Soviet republics (see chapter 3). This problem became
important later in the 1990s, and may explain the reduction in effec-



Figure 4.4 The global self-sustaining incidence of civil war, by decades
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Source: Based on Gleditsch and others (2002).

tive war terminations during the past five years. Overall, the net posi-
tive effect of the end of the Cold War on war duration seems to have
been modest and transient.

The declining global risk of rebellion ignition and the lengthening
duration of rebellion have together changed the self-sustaining global
incidence of civil war. Had the risk and duration prevailing in 1971-80
persisted, the self-sustaining incidence would have been 11.5 percent,
whereas had the risk and duration prevailing in 1990-2001 persisted,
it would have fallen to 10.6 percent. Figure 4.4 shows the self-sustain-
ing incidence based on the risks and termination rates for each decade.
The 1980s stand out. If wars had continued to end at the same rate as
in the 1980s, the incidence of war would have reached even higher lev-
els than observed during that period. Fortunately, the improved success
in ending conflicts in the 1990s prevented such a rise.

Thus while the actual global incidence of civil war has risen over the
past 40 years, the underlying self-sustaining incidence may have fallen
slightly. The contradictory forces have been the large increase in the
number of independent, low-income countries that find themselves
playing the Russian roulette of conflict risk, versus the spread of eco-
nomic development that has been making the world a safer place.

WHY IS CIVIL WAR SO COMMON?
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Changes in the Incidence of Civil War

HIS DISCUSSION OF HOW THE UNDERLYING INCIDENCE OF

civil war might itself have been changing starts by looking at

changes in the risk that a rebellion will ignite. The models dis-
cussed in chapter 3 attempt a systematic, empirical analysis of the factors
that underlie this risk. Here we use Collier and Hoeffler’s (2002¢c) model.
The Collier and Hoeffler model obviously omits many important things,
but tests for a pure time trend find that in aggregate, these things have
not tended to get significantly worse or better over time. Changes in the
risk of rebellion are therefore due to changes in the variables included in
the model. Whereas the end of the Cold War clearly created a surge of
peace settlements, it does not appear to have had a net effect on the risk
of new rebellions. Controlling for 17 new low- and middle-income states,
the risk of rebellion seems to have neither increased nor decreased. The
downfall of the Soviet Union definitely let loose a few civil wars that had
previously been repressed,? but the end of the Cold War also cut off a
source of finance for an unknown number of potential wars.

Hence to understand the global changes over time we need to turn
to the explanatory variables included in the model. Many of these vari-
ables change only slowly or not at all, such as the ethnic and religious
composition of a society and its geographic characteristics. The main
factors that can change relatively rapidly are the economic variables.
Recall that the three big economic drivers of rebellion are the level,
growth, and structure of income.

In addition, newly independent countries have a much higher risk of
conflict than other countries. The very fact that they are new countries
with weak institutions and often with a legacy of decolonization wars
makes them five times more war prone in their first year of indepen-
dence than comparable but older countries (Hegre and others 2001). If
these new countries are able to sustain peace, this history of stability it-
self gradually makes them safer. Moreover, most new countries are low-
income, developing countries, with average income approximately half
that of older countries. In sum, these two factors mean that newly inde-
pendent countries face a risk that is 10 times higher than other countries.

Globally, if we compare the 1960s with the 1990s these characteris-
tics were very different. The countries that were independent in the
1960s typically had considerably higher per capita income by the 1990s,
and this tended to reduce their risk of rebellion. Also working favorably
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Figure 4.5 Factors changing the global risk of conflict
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Note: Contributions to the change in risk of civil war from 1965 to 1995.
Source: Based on Collier and Hoeffler (2002c¢).

was a decline in the average extent of dependence on primary com-
modities. Offsetting this, growth rates were lower and new low-income
countries had become independent. The Collier and Hoeffler model
can be used to compare the typical risk of rebellion facing countries in
1965 and in 1995. It suggests that the typical risk declined from 9.2
percent to 6.8 percent in 1995. The main reason for this improvement
was global economic development and the consolidation of new states.

Figure 4.5 shows the overall reduction in risk and its constituent
components. The growth in average per capita income and reduction
in primary commodity dependence reduced the global average risk of
conflict by something like 30 percent from 1965 to the mid-1990s.
This reduction was offset by the lower growth rates relative to those of
the late 1960s. The increase in the average duration of postindepen-
dence peace is the factor that has made the strongest impact. This has
lead to a 50 percent decrease in risk.

What explains the trend in the duration of war? To look at this we
use a model designed to study the duration of civil war (Collier, Hoef-
fler, and S6derbom 2003). As with the risk of rebellion, the duration of
conflict may have changed over the past 40 years either because of
changes in the variables included in the model or because of changes in
factors that are important but are omitted. Whereas no significant time
trend in the risk of conflict ignition was apparent, its duration shows a
substantial time trend: after controlling for the explanatory variables,
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Figure 4.6 The changing rates of conflict termination
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Source: Collier, Hoeffler, and Séderbom (2003).

conflicts were harder to end in the 1980s than in earlier periods. They
may also have been more persistent in the 1990s. By definition, the
model cannot tell us why this has happened: it is due to factors not in-
cluded in the model.

In addition, some of the variables included in the model have
changed. The higher per capita income is, the shorter the civil war. Re-
call that this might be expected for various reasons, namely, civil war is
costlier at higher income levels, and thus the incentive to reach a set-
tlement is stronger. Whatever the explanation, the strong rise in global
per capita incomes has tended to shorten the duration of wars.

The overall change in the termination rate of conflict is thus the net
effect of the unexplained lengthening of conflict, decade by decade, and
the shortening of conflict resulting from global economic growth. Fig-
ure 4.6 shows the net effect, decade by decade. Overall, the unexplained
effect has more than offset the favorable effect of global growth, there-
fore the duration of conflict has increased.

Unpacking the Global Incidence of Civil War
O FAR WE HAVE FOCUSED ON GLOBAL AVERAGES. AVERAGES

often conceal wide dispersions, and sometimes they also conceal
important structural differences. This is the case with conflict.
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Divergent Development Trends

For the past 20 years global growth has been raising incomes in much of
the developing world and reducing the incidence of poverty. Much of
the world’s population now lives in middle-income countries, defined as
those with per capita annual income above US$745. The structure of
developing countries” exports has also changed dramatically. Whereas in
1980 primary commodities still accounted for three-quarters of exports,
they now account for only 20 percent. Some low-income countries, in-
cluding the largest, have succeeded in implementing and sustaining pol-
icy reforms conducive to rapid growth and integration into global mar-
kets. While currently they are still low-income countries, they are on
track to joining China in becoming middle-income countries. Recall
from chapter 3 that fast growth is not just a route to the eventual low
risk that goes along with higher income levels, but also contributes di-
rectly to risk reduction. We therefore aggregate those low-income coun-
tries that have sustained reasonably good economic policies with the
middle-income countries and term the combined group “successful de-
velopers.” Specifically, we include all those low-income countries that
over the 1990s averaged CPIA scores of 3.5 or better.> Some of the suc-
cessful developers are still at high risk of conflict, but as a group they are
already much safer than other developing countries and are on course
for continuing reductions in risk.

Many developing countries have not, however, participated in these
favorable trends. They have either been unable to implement reform or
their reforms have not been sustained and they remain stuck in undi-
versified primary commodity exports. We refer to this group as the
“marginalized” low-income countries. The growth rates of per capita in-
come in the two groups of countries were dramatically different in the
1990s, negative at —1.0 percent for the marginalized countries and pos-
itive at 2.0 percent for the successful developers. The average level of in-
come in the marginalized countries was less than a third that of the suc-
cessful developers when measured on a purchasing power parity basis.

Thus in aggregate, the marginalized countries are the one group that
has all three of the economic characteristics that appear to increase
proneness to conflict: low income, economic decline, and dependence
on primary commodities. The following section compares the risks and
incidence of a civil war for a typical marginalized country with that for
the typical successful developer. Figure 4.7 shows the predicted risk for
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Figure 4.7 Divergent risks: marginalized countries relative to successful
developers
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the typical marginalized country relative to the typical successful devel-
oper and the contribution of some important risk factors. The pre-
dicted risk is more than 10 times higher for the marginalized country.
Low income has the largest impact, accounting for half the difference.

To date global development has largely missed the marginalized coun-
tries; thus, while global growth is indeed reducing the global incidence of
conflict, it is doing so dramatically unevenly and cannot be relied on to
secure a peaceful world. If the trends of the past 20 years continue, the
successful developers will evolve into low-risk societies while the mar-
ginalized countries will face increasing risks as their per capita incomes
decline. Figure 4.8 shows how the predicted risk of civil war ignition
evolves for the marginalized countries and successful developers relative
to the high income countries if recent growth patterns persist. Global
growth is part of the process of reducing the incidence of civil war, but
unless it reaches the currently marginalized countries it will progressively
become less effective as a force for peace. As the successful developers
evolve into a group with lower risks of rebellion, the increment to peace
achieved by further growth and diversification in income becomes
smaller and smaller. Global growth is not sweeping the world into peace
at an accelerating rate. If present trends continue its contribution to
peace will fizzle out well before global peace has been achieved.
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Figure 4.8 Development of risk of civil war for the marginalized and
successful developers, 2000-2020
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Note: The contribution from growth to income per capita to the odds of war onset relative to
high-income countries, with growth projections of 1.5 percent (high income), —1.0 percent
(marginalized), and 2.0 percent (successful developers).

Source: Calculated from Collier and Hoeffler (2002c).

The radically different risks the successful developers and marginal-
ized countries face imply different incidences of civil war for the two
groups in the long term. As long as they remain stagnant, the margin-
alized countries will remain at the incidence experienced during
1990-2001, whereas the successful developers will slowly but surely re-
duce their incidence from their current somewhat lower level. Changes
in the global incidence depend both on these two divergent trends and
on the relative size of the two groups. The successful developer group
is largest in terms of both number of countries and population—71
countries with around 4 billion people—versus 52 marginalized coun-
tries with around 1.1 billion people. Nevertheless, the global incidence
of civil war will increasingly come to be dominated by wars in the
group of poor, declining, primary-commodity exporting countries as
the incidence of war in the successful developer group decreases.

Implications of the Conflict Trap

Chapter 3 introduced the concept of the conflict trap. Through various
routes, once a conflict has started a society faces a greatly increased risk
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of further wars. Conflicts are hard to stop, and what happens during
conflict increases both the risk and duration of subsequent conflict.
Countries that have had a war have a two to four times higher risk of a
subsequent war, even when controlling for the factors we identified ear-
lier. Boxes 4.1 and 4.2 describe two recurrent conflicts.

Figure 4.9 indicates how the risk of war ignition is altered after a
civil war compared with before a war. The risk depends on how long
the country has been independent and at peace. In the first month of
postindependence peace the risk of war is more than four times as high
as after a decade of peace. After the first decade of consolidation, the
risk does not change much as time goes by; however, if a civil war
breaks out the gain from this consolidation is lost. After the war, the
risk of war re-igniting is two to four times higher than the risk facing
new states. This is the conflict trap: a country that first falls into the
trap may have a risk of new war that is 10 times higher just after that
war has ended than before the war started. If the country succeeds in
maintaining postconflict peace for 10 years or so, the risk is consider-
ably reduced, but remains at a higher level than before the conflict.
This legacy of war seems to take a long time—a generation or two—
before withering away (Hegre and others 2001).

Box 4.1 Recurrent conflicts example 1: Afghanistan

THE WAR IN AFGHANISTAN STARTED IN 1978 WHEN
members of the Marxist-Leninist People’s Democra-
tic Party of Afghanistan captured the state; assassi-
nated political, ethnic, and religious elites; and in-
cited uprisings (Asia Watch 1991). After the Soviet
invasion of December 1979 and the assassination of
Afghan president Hafizullah Amin, the war contin-
ued with mujahideen fighting against the Soviet-
installed Afghan government of Mohammad Na-
jibullah. In 1992 the mujahideen captured power
and the state changed hands, but peace negotiations
among Afghanistan’s many resistance factions ex-
cluded key parties. One such group was Gulbuddin
Hikmatyar’s Hizb-i Islami, which rejected the result-
ing agreement and began a series of rocket attacks on
Kabul that continued into 1995 (Hiltermann 2002).

From 1992 until 1996 the war was waged by the
Pashtun-dominated Taliban secking to overthrow
Burhanuddin Rabbani and his Tajik-dominated
Jam’iyat-i-Islam party. After a Taliban victory in
1996 a new war started in which the Tajiks, Uzbeks,
and others became the insurgents against the new
“government” (Gurr, Marshall, and Khosla 2001).
In 1997 the Taliban proclaimed the Islamic Emirate
of Afghanistan, which was recognized by Pakistan,
Saudi Arabia, and the United Arab Emirates. The
Taliban never controlled all the territory of Af-
ghanistan, and about 5 to 10 percent of that terri-
tory was controlled by the alliance known as the
United Front, formed in 1996 by non-Pashtun
groups opposed to the Taliban and led by Rabbani’s
former defense minister, Ahmad Shah Massoud.
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Box 4.2 Recurrent conflicts example 2: Angola

A PATTERN OF FAILED PEACE AGREEMENTS IN
Angola has checkered a history of civil war that has
been ongoing since the country’s independence in
1975. The war against UNITA over control of the
central government from 1975 until 1994 caused
approximately 345,000 deaths and ended in a stale-
mate that led to the Lusaka Accord and the deploy-
ment of a UN peacekeeping force. Failure to imple-
ment the agreement led to a renewal of war in late
1997. The U.S. State Department noted more than
100 ceasefire violations in a three-month period in
1996. Despite that instability, the period 1996-97
was one in which UNITA officials were becoming
increasingly integrated into the government, and
the annual death toll during this time was probably
“only” in the low hundreds. Fighting resumed in
March 1998 despite an agreement reached on Jan-
uary 9, 1998, for resolution of the remaining issues
under the Lusaka Accord. UNITA leader Jonas
Savimbi refused to move to the capital and join the
government. UNITA forces quickly retook more

than 300 areas previously returned to the gov-
ernment, but by the end of 1999 the government,
with the support of Namibian government forces,
had overrun UNITA’s former headquarters (Parker,
Heindel, and Branch 2000). Thereafter, UNITA’s
military position continued to deteriorate because
of a double squeeze. The government used the
opportunity of high oil prices to increase military
spending. At the same time the Fowler Report of
the UN exposed the routes by which UNITA had
been financed and supplied, as a result of which
it was closed off. In February 2002 Savimbi was
cornered and killed and UNITA accepted a peace
settlement. The Angolan government was able to
negotiate from strength. More than 10,000 people
were killed in the new round of fighting, and ac-
cording to the United Nations Childrens Fund,
nearly 75,000 people died of starvation in 1999 and
at least 1.5 million people were displaced as of Jan-
uary 2000 because of the war (Parker, Heindel, and
Branch 2000).

This increase in risk is before we account for the changes in the ob-

servable risk factors caused by the war itself. In particular, the impact of
the civil war on the economy is extremely damaging (see chapter 1).
Growth of GDP per capita is reduced by around 2.2 percentage points
per year during war. Moreover, the effects of the war linger on after the
conflict, so that the country’s economic performance is hampered
for several years after the conflict has ended. Only after extremely long
conflicts, for example, in Mozambique, where disruption is so complete
that the mere fact that large numbers of people return to work shows
up as a significant improvement, will a peace agreement mean an im-
mediate improvement in growth performance. Hence the typical con-
flict reduces income by some 10 to 15 percent. Such losses in income
are also often associated with an increase in primary commodity de-
pendence of roughly two percentage points (Collier and Hoeffler
2002b). These two changes imply an increase in the risk of war onset of
an additional 5 percent.
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Figure 4.9 The conflict trap: risk of civil war relative to a country with
no recent war

Risk of civil war (log)

10
1 1
Just after One decade after Two decades after
independence independence, independence, one
just after war decade after war

Source: Hegre and others (2001); Collier and Hoeffler (2002¢).

Some risks also arise from neighbors in conflict, so to some extent the
conflict trap operates at the level of a neighborhood, not just of a single
country. Quantitative studies of civil war onset find no evidence that
civil wars are more frequent in countries bordering on conflict countries,
controlling for the explanatory variables (see, for example, Hegre and
others 2001); however, civil wars spill over indirectly through their ef-
fects on the explanatory variables such as income (Murdoch and Sandler
2002). Reduced income in neighboring countries indirectly increases
their risk of conflict, and as most countries have several neighbors, in
aggregate, such small increases in risk can have significant effects.

The conflict trap is a tendency, not an iron law. Middle-income
countries have a lower probability of falling into it. A previous conflict
seems to increase the risk for middle-income countries by the same fac-
tor as for low-income countries, but as they have a lower general risk,
they have better chances of maintaining peace beyond the first post-
conflict decade. Figure 4.10 summarizes the predicted risks of war
ignition and re-ignition for the typical country in each group.

Figure 4.11 decomposes the effect of the conflict trap into the eco-
nomic factors that change as a consequence of the conflict and other
unobserved factors that change during the war. Such other factors are
the accumulation of weapons and military organizations and less tan-
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Figure 4.10 The conflict trap by type of country
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Source: Based on a revised version of Collier and Hoeffler (2002c).
Figure 4.11 Risk components for marginalized countries in the conflict
trap, relative to the same countries preconflict
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Source: Based on a revised version of Collier and Hoeffler (2002c).

gible effects of war, such as the breakdown of institutions and social po-
larization. The figure compares the risk of the typical marginalized
country that has not had a war for 10 years and the typical postconflict
marginalized country. The postconflict country has a risk of conflict
that is five times greater. Around half of that increased risk is due to
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negative changes in primary commodity dependence and reduced in-
come and growth. The other half of the increased risk is unexplained
and will in part be due to the selection problem: conflict countries al-
ready had unobserved characteristics that increase the risk of conflict.

The conflict trap has implications for the global incidence of con-
flict. The countries most prone to the trap are the marginalized low-
income countries. Although poor, peaceful, stagnant economies look as
if they are stuck in an equilibrium, they are, in effect, playing Russian
roulette. A low-income, stagnant country that starts its independence
at peace does not have a very long expected duration of that peace, al-
though some countries, even though economically stagnant, have to
date preserved peace, whether through prudent policies or good for-
tune, for example, Malawi, Tanzania, and Zambia. However, even long
periods of peace are no guarantee of safety. Cote d’Ivoire and Nepal are
recent instances of moderately democratic low-income countries with
long histories of peace collapsing into civil war.

The marginalized stagnant but peaceful countries are thus living
dangerously. Not only are they prone to civil war, more important,
once a war has started they also face a permanently changed risk of con-
flict, that is, they are stuck in the conflict trap. The poor but peaceful
category of countries, although currently numerous, is thus not likely
to be so numerous in a global self-sustaining level. We would expect
these countries either to develop, joining the successful developers, or
at some stage succumb to civil war, with many then becoming trapped
in conflict. In the long run poor but peaceful is not an option. The
world is therefore evolving into a state in which most countries are per-
manently conflict free while a minority are trapped in a cycle of lengthy
war, uneasy peace, and reversion to lengthy war.

This leads to a different view of the self-sustaining incidence of con-
flict, with radically different risks for different groups. The high-income
countries have a negligible risk of civil war. A second group of coun-
tries, a majority, will be in a virtuous circle of peace, with income ris-
ing strongly and diversifying out of dependence on primary commodi-
ties. These countries will face a low and declining risk of conflict. The
few civil wars that occur in this group may be long, but they will tend
not to trap countries into a cycle of conflict. A third smaller group of
countries will be stuck in a conflict trap. Although they may periodi-
cally reach peace, the legacy of the conflict is such that peace is not sus-
tained. Occasionally countries will switch between these groups. Once
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in a while a peaceful and prosperous country might collapse into civil
war and find itself subsequently stuck in a conflict trap. Similarly, once
in a while a country that has been mired in repeat conflict will climb
out of it. A fourth group, the poor but peaceful, will hover in between
development and the conflict trap.

Figure 4.12 illustrates the trap.* We grouped 156 countries with ad-
equate data coverage into the four groups of countries. Here we regard
countries as in a postconflict state during the first decade after a war has
ended, and as at peace if they have not had a war in the past 10 years.
We estimated the predicted risks of war for a typical country in each
group. The risk is a function of levels of income, primary commodity
dependence, growth, and the other characteristics found to be pertinent
in chapter 3. The risk changes over time after independence or war. The
model was estimated for the 1960-99 period.

For the typical low-income country, the predicted probability of
going to war from a state of peace is 2 percent per year, whereas the

Figure 4.12 The conflict trap in 2000: annual flows into and out
of conflict
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Note: Numbers next to the arrows indicate the number of countries per year that move between
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sustaining number of countries in each conflict state. See appendix 1 for fuller coverage.
Source: Based on a revised version of Collier and Hoeffler (2002c¢).
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probability of war from a postconflict situation is about 10 percent per
year. We adopt a median duration of wars of about five years. Just as we
computed a self-sustaining incidence of war from the probabilities of
starting and ending wars, we can compute the self-sustaining distribu-
tion of peace, war, and the postconflict state for the typical low-income
country: it is predicted to be at war 24 percent of the time, in a post-
conflict state 15 percent of the time, and at peace 61 percent of the
time. The corresponding predicted distribution for a typical middle-
income country is 5 percent, 5 percent, and 90 percent, respectively.

Figure 4.12 simulates how this self-sustaining distribution will be re-
flected in global numbers of conflict onsets and fall-backs. Seventeen
countries are predicted to be involved in a civil war, of which 15 are on-
going wars. Half of the conflict onsets will be from the group of post-
conflict countries. In the simulation, there is one re-entry into war every
year. Each year 0.7 low-income countries will go from a state of estab-
lished peace to war, whereas only 0.3 peaceful middle-income countries
will do so. As this pattern is self-sustaining, two wars end every year and
one country leaves the postconflict period in peace.

The simulation is only an approximation, for example, it abstracts
from differences within each group. However, we would expect that
continued divergence in growth rates between the successful developers
and the marginalized countries would gradually alter the structure of
global risks. Figure 4.13 shows how given this scenario of stagnation for
some and growth for others the global incidence of civil war would
evolve by 2020 and by 2050.

If these projections are broadly correct they carry a disturbing mes-
sage. A further 50 years of development along past trends will have lit-
tle impact on the global incidence of civil war: the number of civil wars
declines from around 17 to around 13. This disappointing outcome is
because the outbreak of war becomes increasingly concentrated in the
marginalized and postconflict countries, with their combined share of
global conflict rising from 82 percent in 2000 to 94 percent by 2050.

The Changing Regional Pattern

The incidence of civil war has differed dramatically across regions. In
part, this is because the countries in a region tend to have many features
in common and some of these features affect the risk of conflict. In
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Figure 4.13b The conflict trap in 2050: annual flows into and out
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Figure 4.14 The incidence of civil war in South and East Asia and in Oceania, 1950-2001
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Note: Proportion of countries in civil war by year.

Source: Gleditsch and others (2002).

addition, as noted in chapter 2, civil wars generate spillover effects for
neighbors. Hence if by chance a region has a relatively large number of
conflicts, this will itself increase the risks facing the countries in the re-
gion that have remained at peace.

Two regions stand out over the entire 1950-2001 period. Develop-
ing Asia (figure 4.14) has had a persistently high incidence of civil war,
while countries of the Organisation for Economic Co-operation and
Development (OECD) have had a persistently negligible incidence. We
use the previous models of conflict initiation and duration to test
whether these regional effects are accounted for entirely by the factors
included in the model or whether there are region-specific omitted fac-
tors. Neither model finds significant omitted effects for these regions.
The radically different incidences of civil war are accounted for pre-
dominantly by the radically different levels of economic development
in the countries.

Other regions have been distinctive because of either bouts or trends.
Latin America had a severe bout of conflict in the 1980s, but has
showed remarkably positive development since the end of the Cold War
(figure 4.15). No new wars have begun since 1985, and most of the
wars that began before have ended. In 2001 only the conflict in Colom-
bia lingered on. Whether the peace in Guatemala and Peru will survive
its first difficult decade remains to be seen, but according to the analy-
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Figure 4.15 The incidence of civil war in Latin America and the Caribbean, 1950-2001
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Note: Proportion of countries in civil war by year.
Source: Gleditsch and others (2002).

Figure 4.16 The incidence of civil war in Eastern Europe and Central Asia, 1950-2001
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Source: Gleditsch and others (2002).

sis shown earlier, the prospects for these middle-income countries are
good. The former Soviet bloc had a severe bout of conflict in the 1990s,
but most of these conflicts were short (figure 4.16). The Middle East
and North Africa region has had a stable and high incidence of civil war
since the late 1960s (figure 4.17).
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Figure 4.17 The incidence of civil war in the Middle East and North Africa, 1950-2001
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Source: Gleditsch and others (2002).

Figure 4.18 The incidence of civil war in Sub-Saharan Africa, 1950-2001
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Perhaps the most disturbing trend has been the rise in the incidence
of violent conflict in Sub-Saharan Africa (figure 4.18). Until the 1980s
Africa had a below-average incidence, whereas now it has an incidence
at par with Asias and the Middle East’s and much higher than Latin
Americas. It is the only region that did not see a decrease in incidence
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Figure 4.19 The incidence of civil war in Africa and other developing countries,
1950-2001
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over the 1990s. Figure 4.19 shows the incidence of war in Sub-Saharan
Africa compared with that in other developing countries.

The media perception of the concentration of conflict in Africa is
that it is related to deep-rooted ethnic antagonisms. Africa is indeed
more ethnically and religiously fractionalized than other regions of the
world. It encompasses an estimated 2,000 ethnic groups, so the typical
country is highly diverse. The media explanation for conflict in Africa
may be right, but before one accepts it uncritically, attempting a statis-
tically grounded analysis is worthwhile.

As with global incidence, changes in the incidence of civil war in
Africa have three components: a movement to the self-sustaining level,
a change in the level caused by changes in the risk of rebellion, and a
change in the level caused by changes in the duration of conflict. Part
of the explanation for Africa’s rising incidence of conflict is indeed
likely to be a gradual adjustment toward its self-sustaining level. Africa
was decolonized more recently than other regions, and so its countries
have been experiencing the Russian roulette of civil war risk and accu-
mulating conflicts for a shorter period.

We first investigate whether Africa’s risk of rebellion ignition is dis-
tinctive and whether it has changed over time. Africa could be distinc-
tive either because the variables that explain the initiation of rebellion in
the model are distinctive for Africa or because factors left out of the

115



BREAKING THE CONFLICT TRAP: CIVIL WAR AND DEVELOPMENT POLICY

116

model are distinctive for Africa. The latter possibility can be investigated
by including a dummy variable for Africa. When this is included—both
for the whole of the region and for the francophone part separately—it
is insignificant; thus the distinctive behavior of the variables included
within the model account for Africa’s distinctive experience.

If we compare economic variables for 1970 with those for 1995,
Africa appears to have changed relatively little. Per capita income had
barely risen over the quarter century, and by the early 1990s growth
rates had actually turned negative, whereas in the late 1960s they had
been quite high. Dependence on primary commodity exports had in-
creased slightly over the period. In combination, the Collier and Hoef-
fler model estimates that the risk of the initiation of rebellion in Africa
increased from around 8 percent for the five-year period 1970-74 to
around 12.6 percent for 1995-99. By contrast, other developing re-
gions had, on average, experienced a substantial increase in per capita
income, and even though growth rates were lower in the early 1990s
than in the late 1960s, they remained positive. Furthermore, these
other developing regions had sharply reduced their dependence on pri-
mary commodity exports from levels above those of Africa in 1970 to
levels well below those of Africa by 1995. In combination the model es-
timates that these changes substantially reduced the risk that a rebellion
would be initiated, from nearly 15 percent in 1970-74, a level far
higher than that of Africa, to around 5 percent by 1995-99.

If the model is broadly correct it implies that the distinctively rising
incidence of civil war in Africa was at least partly due to the contribution
of Africa’s distinctively poor economic performance to its risk of rebel-
lion ignition. Other regions had sufficiently good economic perfor-
mance to radically drive down the rate at which rebellions were initiated.

As concerns the duration of conflict, the Collier, Hoeffler, and S6der-
bom model does not find any distinctive Africa effect. To the extent that
African conflicts last a long time it is because of factors included within
the model. Here again, Africas distinctive economic performance mat-
ters. Recall that the lower per capita income is, the longer conflicts tend
to last. The divergence between Africa and other developing regions in
per capita income has tended to shorten non-African conflicts relative
to African conflicts. Africa has thus had no favorable offsetting effect to
the unexplained global trend for conflicts to lengthen.

Africa has experienced quite different trends from other developing
regions, both in the risk of conflict ignition and in its expected dura-



tion. Both of these divergences are due to its worse economic perfor-
mance. As these are the two components determining the self-sustain-
ing incidence of civil war, the implication is that the incidence rose in
Africa whereas it declined substantially elsewhere.

How does this account compare with the popular media explanation
of African conflict in terms of deep-rooted ethnic hatreds? Recall that
the statistical analysis reported in chapter 3 agrees that ethnic and reli-
gious composition affect both the risk of conflict and its duration. Eth-
nic dominance is a substantial risk factor, although ethnic and religious
diversity is otherwise a safety factor. Compared with other developing
regions, the model considers Africa’s social composition to be con-
ducive to a low risk of conflict ignition. Its high level of diversity im-
plies that fewer African countries (40 percent) are characterized by eth-
nic dominance compared with other developing regions (54 percent);
however, once a conflict starts, Africa’s ethnic composition is likely to
lead to longer conflicts. Africa’s index of ethno-linguistic fractionaliza-
tion is higher than in other regions, and for the typical country this im-
plies that conflict would be longer. The lower risk of conflict ignition
and longer conflicts on the incidence of conflict offset each other, so
that the effect of social composition on the incidence of conflict is am-
biguous. In essence, however, the models suggest that far from Africa’s
conflict problem being deep-rooted in its social structure, it is a conse-
quence of the disastrous deviation of African economic performance
from that of other developing countries that set it apart during the
1970s and has proved persistent. Of course, Africas distinctive social
composition may have contributed to its poor economic performance,
but this is a different issue.

Conclusion: Poverty and the Conflict Trap

NDIVIDUAL CIVIL WARS HAVE THEIR OWN IDIOSYNCRATIC

causes, such as the appearance of a charismatic rebel leader coinci-

dent with government abuses of power; however, long-term
changes in the global incidence of civil war are unlikely to be deter-
mined by any overall pattern in such idiosyncratic events. The behav-
ior of two groups of countries will increasingly come to dominate the
global prevalence of civil war: the marginalized countries and those in
the conflict trap.
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This is not accounted for in figure 4.2
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The contribution of the marginalized countries to the global inci-
dence of conflict will depend on the size of the group and its economic
performance. Thus stimulating development in the slow-growing, low-
income countries is one of the two critical interventions to reduce the
global incidence of conflict. The other critical intervention is to weaken
the conflict trap, thereby increasing the chances of sustained peace in
postcontflict situations. These are not the only intervention points for
enhancing global peace, but they will increasingly become the most im-
portant ones. Part III focuses on these.

that newly inde- 3. These were Armenia, Bhutan, Ghana, India, In-
high risk of war.  donesia, and Uganda.

. A simulation in-

cluding this in the specification would have had a 4. The methods used to produce this figure are de-
quicker convergence to the self-sustaining incidence. scribed in detail in appendix 1.

2. See Mearsheimer (1990) for an extremely pes-
simistic prediction just after the Cold War ended.
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PART II1

POLICIES
FOR PEACE

PART I SHOWED THAT CIVIL WAR IS DEVELOP-
ment in reverse for the countries directly affected
and that it generates huge costs both for neigh-
bors and internationally. Those who are not the
combatants bear most of the costs of war. Mod-
ern civil war is not usually an investment in the
future: it is not a catalyst for progress. On the
contrary, even after the war ends its costs—social,
political, and economic—continue to mount. If
the international incidence of civil war could be
reduced, the world would be a better place. The
question is not whether curtailing civil war is de-
sirable, but whether doing so is feasible. Part II
investigated the background to effective policy
formulation: what fuels war, both at the level of
an individual country and at the level of the in-
ternational system. At the country level we saw

that various dimensions of economic develop-
ment strongly influence the risk of war. At the in-
ternational level we saw that two components of
risk dominate the overall incidence of conflict:
the risks coming from low-income, stagnant coun-
tries and the risks coming from countries in the
conflict trap.

Chapter 5 organizes the discussion of policy
interventions around each of the problems that
contribute to the international incidence of con-
flict. Some policies are the responsibility of the
governments of countries at risk of conflict,
while others can only be achieved by interna-
tional action. Chapter 6 brings together the
most important of the policies that require an
international response, and so presents an agenda
for international action.






CHAPTER FIVE

What Works Where?

ART I DEMONSTRATED THAT THE BULK OF THE COSTS
of civil war, both social and economic, do not accrue to
the active participants. A distinct possibility is that the
participants will do well out of war while inflicting mas-
sive damage. Nor are the victims of civil war confined to
those living in the combat-affected country. Civil war is
a regional public bad: it reduces incomes and raises mortality elsewhere
in the region. It is also a global public bad: through hard drugs, disease,
and terrorism it inflicts death, misery, and economic loss among peo-
ple who know nothing of the conflict. Many of these costs are highly
persistent and outlast the civil war by many years. Because of the radi-
cal divergence between the incentives facing participants and the inter-
ests of others, conflict cannot just be left to the participants to sort out
among themselves. If it is, civil wars will be too frequent and last too
long. A problem with the attitude “a plague on both your houses” is
that other people’s houses are also affected. But what can be done?
Some of the causes of civil war are idiosyncratic and beyond the con-
trol of policy; however, as chapter 3 suggested, some combinations
of characteristics make countries radically more or less prone to vio-
lent conflict. Many of these characteristics are amenable to policy: well-
chosen policies can reduce the risk of civil war. Chapter 4 demonstrated
that four radically different risk groups affect the global incidence of
civil war. The rich countries are virtually risk free. Those that are already
middle-income countries or on track to becoming middle-income coun-
tries have low and declining risks. By contrast, those countries that are
poor and in economic decline and those that are stuck in the conflict
trap both have much higher risks and constitute the core of the future
global risk of civil war. Between them these two groups of countries have
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a population of around 1.1 billion people. Well-chosen policies can re-
duce the global incidence of civil war, but the policies that are appropriate
are quite different for each group and need to take many country-specific
characteristics into account. Nevertheless, focusing on the different groups
facing significant risks is useful. Commonly, however, policy discussions
tend either to be country specific or not to differentiate between coun-
tries based on their economic characteristics.

This chapter discusses policies that could reduce the global inci-
dence of civil war. Some of these policies can be implemented by the
government of the country at risk, some by neighbors in the region,
and some by the international community. The chapter follows the
country grouping developed in chapter 4.

Conflict Prevention in the Successful Developers

TATISTICALLY, THE SUCCESSFUL DEVELOPERS ARE NOT AT

high risk of conflict, but neither have they reached a level of risk

so low as to be able to forget about the problem. Such countries
do sometimes collapse into conflict. When such conflicts do happen
they are hugely costly: the country risks falling off its growth path into
the conflict trap. Furthermore, in aggregate this is by far the largest
group of countries, accounting for around 4 billion people. The ques-
tion is not, therefore, whether to pay some attention to policies that re-
duce the risk of conflict for this group of countries, but rather what
policies might be particularly appropriate for them.

Cushioning Adverse Shocks

Once a country is either middle-income or low-income but growing
rapidly, it has relatively little scope for reducing risk by accelerating its
economic performance. The exception is its greater exposure to shocks
brought about by financial crashes, and so the priority is to avoid such
shocks. The reduction in the risk of conflict is merely one further rea-
son why a government should pay attention to the financial sector’s
health; however, to the extent that the international community is often
involved in mitigating such crises, given its concern to prevent civil war
because of its spillover effects, there is an enhanced reason to provide a
financial cushion.



Undertaking Political Reform

The limited scope for enhancing economic performance suggests that a
sensible approach would be to place greater emphasis on the reform of
political institutions as a means of risk reduction. Evidence that demo-
cratic political institutions are differentially effective once a country
has reached middle-income levels strengthens support for this option.
Hence, as the level of income rises, economic policy becomes absolutely
less important in conflict reduction, while political institutions become
absolutely more important; however, as even moderate change in polit-
ical institutions is a risk factor in itself, political institutions must be
stable (Fearon and Laitin 2003; Hegre and others 2001).

Institutions that are internally consistent have the lowest risk of a
breakdown because such institutions are self-reinforcing (Gates and
others 2003; Gurr 1974). For democracies, this means a wide distribu-
tion of power and no permanent exclusions of actors from the political
system. The powers of the elected executive branch of the government
are balanced by a strong house of representatives, elections are open to
the entire population, and multiparty competition is genuine. If one
branch of government becomes too powerful, other branches will at-
tempt to rein it in. In a consistent democracy they will succeed. In an
inconsistent democracy such a contest may turn violent.

Related to this, democracy functions best as a conflict prevention
mechanism when the stakes of the political contest are low (Przeworski
1991; Weingast 1997). Many of the economic policy recommenda-
tions suggested later in this chapter help to reduce the stakes by reduc-
ing the gains to narrow interests from obtaining or retaining political
office. Legal and economic institutions that help achieve these aims are
indispensable for a well-functioning democracy.

Most new democracies have adopted majoritarian or presidential po-
litical systems. These institutions have the advantage that they perform
better in terms of accountability: placing responsibility for failed poli-
cies on a single-party government typical of these institutions is easier
than placing responsibility on the minority or coalition governments
that are typical of proportional systems. Moreover, governments in ma-
joritarian or presidential political systems tend to have moderate poli-
cies, because two-party systems have a powerful incentive to adhere to
the median voter’s preferences and extreme parties will rarely be repre-
sented in the country’s parliament. In divisive societies, however, such
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institutions may not offer adequate protection to minorities. This is
particularly relevant to countries emerging from ethnic or religious civil
wars, and systems with proportional representation may be a way to pro-
vide minority representation (Lijphart 1984; Reynal-Querol 2002a,b).
Alternative ways to protect minorities are federal systems combined with
two-chamber parliaments. Some evidence also suggests that among
democratic political systems some designs are more effective at prevent-
ing violence than others. Both proportional representation and multiple
checks and balances tend to distribute power more widely across the po-
litical spectrum, and these features are associated with a lower risk of
conflict (Reynal-Querol 2002b).

Considering Faster Growth

Finally, we consider the contribution of faster economic growth for the
successful developers. We can simulate the effects of such faster growth
using the model underlying figure 4.12. Figure 5.1 simulates the effect
of raising the growth rate of the typical country in this group by 3 per-
cent per year between now and 2020, with a corresponding reduction
in primary commodity dependence. Such an increase in growth rates

Figure 5.1 The contribution to peace of faster growth in the successful
developers
Predicted incidence (percent) W High-income countries

12 N .
10.7% | Mldd_le income cou_ntrles
Low-income countries

- 8.5%
8 I

Baseline Faster growth in
successful developers

Note: The simulation is based on the model presented in figure 4.12. See appendix 1 for details.
Source: Based on a revised version of Collier and Hoeffler (2002c¢).



would be a massive improvement in development performance, and so
is at the outer bound of what is possible. In effect, this amounts to the
limits of implementing the current development strategy more success-
fully. As the figure shows, it offers only a modest contribution to global
peace: the global incidence of civil war declines by around two per-
centage points. This is a relatively modest gain for a truly dramatic im-
provement in development.

Marginalized Countries at Peace

E HAVE LIKENED THOSE MARGINALIZED COUNTRIES

that have to date maintained peace to a group of Russian

roulette players who have so far been lucky. To an extent
this is unfair: poor countries that have managed to maintain peace have
probably been making choices that have contributed to that peace.
Nevertheless, as a class such countries are at much higher risk than the
successful developers, and as chapter 4 pointed out, the risks for the
two groups are not only widely different, they are also diverging: risks
for the poor but peaceful have actually been rising. What can the in-
ternational community do to reverse this disturbing trend?

Believing False Friends: The Military Lobby for Deterrence

Governments of poor but peaceful countries typically attempt to reduce
the risk of rebellion by raising their military spending. Recall from chap-
ter 3 that during peacetime, each additional 10 percentage points on the
risk of rebellion raises military spending by around 1 percentage point
of GDP. This might seem like a prudent action, and we can be sure that
the military lobby will urge the government to take such action. Just like
other groups, the military favors spending on itself. When the military
is in political control of a country, military spending increases by two
percentage points of GDP, controlling for all other influences on the
military budget, such as risks and the ability to afford the expenditure.
We have also seen that military expenditure is ineffective in reduc-
ing the risk of conflict. Allowing for the potentially confusing effect of
risk on spending, spending has no deterrence effect on rebellion. Hence
even though governments have listened to the siren voices of their own
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militaries, this is not an effective way for poor but peaceful countries to
reduce the risk of rebellion. Of course, governments also spend on the
military to reduce the risk of international conflict. Across a neighbor-
hood, this is obviously futile: a region is no safer if all countries have
high levels of military spending. The evidence on regional arms races
given in chapter 2 suggests that there is scope for regionally coordinated
reductions in military spending, brokered by regional political organi-
zations, possibly with expenditure monitored by the international fi-
nancial institutions.

If military spending is not an effective instrument for peace, what
else can governments do that might work better?

Reducing the Risks from Primary Commodities

Many low-income countries depend on primary commodities for their
export revenue. On average, such dependence is associated with an in-
creased risk of rebellion, poor governance, and poor economic per-
formance; however, the average conceals extremely wide variation. In
1970 Botswana and Sierra Leone were both low-income countries with
substantial diamond resources. Over the next 30 years diamonds were
central to the economic and social collapse of Sierra Leone: its per
capita income is now much lower than in 1970 and it has sunk to bot-
tom place on the Human Development Index. By contrast, diamond
resources were critical to Botswana’s success in becoming the fastest-
growing economy in the world, and it is now a middle-income coun-
try (see box 5.1). Thus even though, on average, primary commodities
have been detrimental to development, they clearly have the potential
to be enormously useful. The challenge, at both the national and inter-
national levels, is to adopt policies that better harness this potential.

As discussed earlier, primary commodity exports can increase the
risk of conflict by four routes: financing rebels, worsening corruption
in governance, increasing the incentive for secession, and increasing ex-
posure to shocks. Each of these is amenable to policies that can make
living with natural resource endowments easier.

Curbing Finance for New Rebellions Building a rebel army is a costly
undertaking; thus most small rebel groups are unable to escalate vio-
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Box 5.1 A comparison of Botswana and Sierra Leone

IN 1961 DIAMOND-RICH BOTSWANA AND SIERRA
Leone had approximately the same per capita in-
come of about US$1,070; however, the countries
experienced extremely different paths of economic
development. Why did diamonds cause an eco-
nomic miracle in Botswana and lead to a total state
collapse in Sierra Leone?

In Botswana the extraction and export of dia-
monds came to be an engine of rapid economic
growth. The country maintained a stable and well-
functioning democracy since independence and en-
joyed the steady leadership of three democratically
elected presidents. A national development plan is
the key to managing the economy, setting targets
for public expenditures that are consistent with ex-
pected government revenues and the capacity of the
economy.

Diamond extraction is concentrated in three large
mines (kimberlite deposits). The government also
encourages other industries besides diamond mining,
This has allowed Botswanas economy to prosper:
per capita income is currently about US$8,800 and
income distribution is relatively equal. Botswana’s
human development record is also impressive; how-
ever, like many of its southern African neighbors,
Botswana also suffers from a high HIV infection
rate.

By contrast, Sierra Leone’s recent history is a
tragedy. Diamond wealth in combination with poor

governance led to the state’s collapse and created the
incentive, as well as the opportunity, for a rebellion
throughout the 1990s. Sierra Leone is now ranked
among the poorest countries in the world, with a
per capita income of about US$480. In contrast to
Botswana, most diamond deposits in Sierra Leone
are alluvial, that is, are found in riverbeds. Govern-
ment control of extraction is difficult, because allu-
vial deposits are dispersed over more than one-third
of the country and, unlike kimberlite deposits, can
be mined using simple technology. Prospectors dig
holes with shovels and sift through the dirt.

However, Sierra Leone’s misfortune has been po-
litical as well as geological. Starting out as a multi-
party state after independence in 1961, the country
turned into a one-party state with a succession of
autocratic leaders. Corruption and poor fiscal man-
agement destabilized the economy, and, from 1967
on, the government granted mining rights to indi-
viduals in return for their political support. Gradu-
ally, the government lost control over its assets,
enabling private entrepreneurs and organized crim-
inals to take charge of the diamond mining. Youths
were marginalized in the economic and political
collapse of the 1980s and turned increasingly to
crime and drugs. For rebel leader Foday Sankoh to
recruit young men for his civil war and to finance
the warfare through diamond extraction was there-
fore relatively easy.

Sources: 1961 income figures: Heston, Summers, and Aten (2002); purchasing power parity adjusted GDI income figures for 2001:
World Bank (2002a); mining information on Botswana: http://www.mbendi.co.za/indy/ming/dmnd/af/bo/p0005.htm; Davies and
Fofana (2002); Harvey (1992); Hirsch (2001); Leith (2002).

lence to the level of a civil war, but the presence of primary commodi-
ties can make financing this stage of escalation easier for rebel groups.
Expropriation of the commodity itself often requires a scale of violence
that is beyond the capability of a rebel group in its early stages. We dis-
cuss this source of finance when we turn to policies that can shorten
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wars. Here we focus on two ways in which small rebel groups use pri-
mary commodities to finance their military escalation.

Some small rebel groups have been able to raise substantial finance by
selling the future rights to war booty (Ross 2002a). In the 1997 civil war
in the Republic of Congo the private militia of the former president,
Denis Sassou-Nguesso, was funded in part by the sale of future exploita-
tion rights to oil reserves. On the eve of the conflict Sassou-Nguesso re-
ceived substantial assistance from an oil company, Elf-Aquitaine, report-
edly of the order of US$150 million, and these funds were critical in
enabling the defeat of the incumbent president, Pascal Lissouba. Similar
uses of war booty futures occurred in Angola, the Democratic Republic
of Congo, Liberia, and Sierra Leone. The phenomenon is not entirely
new. In 1960 a Belgian company, Union Mini¢re du Haut Katanga,
bankrolled the Katanga rebellion in the Congo in exchange for future
mineral rights. Similarly, during the Algerian war of independence, the
Italian oil company Ente Nazionale Idrocarburi reportedly supplied
money and arms to the National Liberation Front in exchange for future
“consideration.” While not new, the approach seems to have become
more common in Africa during the past decade. As the supply of finance
in these cases is coming from OECD-based companies it is, in principle,
controllable. Such financing of political organizations in conflict with
recognized governments could be made a criminal offence, analogous to
the new OECD-wide legislation banning companies from bribing gov-
ernment officials.

Another way in which small rebel groups finance their military es-
calation using natural resources is by extortion of natural resource com-
panies. Both kidnapping and sabotage of infrastructure require only
modest capabilities for violence, yet the ransom payments and protec-
tion money they currently yield can be substantial. The ELN received
US$20 million in ransom payments from a German company at a time
when it was a weak organization, and used these funds to equip itself
militarily well beyond the standard of the government forces it opposes.
Currently a major oil company in West Africa is reputedly paying
around US$250 million to small-scale violence entrepreneurs. The pol-
icy issue here is to discourage such payments, both by legal means and
by exposure. A possible point for legal intervention is to make kidnap
insurance illegal and to make all extortion payments nondeductible for
tax purposes. Group of Eight governments could usefully agree that
they will not provide public money to pay ransoms to rebel movements



for their citizens. Currently practices differ markedly among Group of
Eight governments, as revealed by their different reactions to the kid-
napping of tourists and the demands for US$1 million per tourist by a
small rebel group in the Philippines in 2000.

Reducing Corruption Rebel movements, particularly those seeking
to secede that part of a country endowed with natural resources, are
greatly aided if the revenues from resources are embezzled by a narrow
elite rather than used in a transparent manner for the common good.
Governments of natural resource—abundant countries therefore have a
strong interest in demonstrating that revenues deriving from natural re-
sources are well used.

The first step here is providing trustworthy information about what
the revenues actually amount to. As potential rebel groups do not trust
governments, the MNCs that undertake resource extraction could pro-
vide independent information about payments. British Petroleum re-
cently took such action in its payments to the government of Angola,
but none of the other 34 oil companies active in Angola have adopted
this policy. This demonstrated that the oil industry is not sufficiently
concentrated for the self-regulation model to work as it did in the case
of diamonds. There is therefore a case for public action to facilitate co-
ordination in the oil industry and other extractive industries. Various
approaches have been suggested. One is to make all such payments a
legal reporting requirement. An alternative, proposed by Global Wit-
ness and George Soros, is to make such reporting a requirement for list-
ing on major stock exchanges. A further alternative is for the compa-
nies to report on a confidential basis to the international financial
institutions, which would then collate the information and publish ag-
gregate revenue figures. This has the advantage of preserving the confi-
dentiality of firm-specific information while providing a global certifi-
cation system for information.

All these approaches have the advantage that by making reporting an
obligation, they clearly signal that the information provided is inde-
pendent of the recipient government, and thus it is more likely to be
trusted. To the extent that this reduces the risk of rebellion, the chief ben-
eficiary of this is, of course, the government itself. The principle of legally
independent reporting of revenues is somewhat analogous to the in-
creasingly accepted principle of independent central banks. In addition,

WHAT WORKS WHERE?

129



BREAKING THE CONFLICT TRAPD:

130

CIVIL WAR AND DEVELOPMENT POLICY

obligatory revenue reporting by MNCs could be supplemented by com-
plementary reporting on the part of recipient governments and national
resource extraction companies to make the use of revenues transparent.

Finally, transparency in reporting is itself an input into scrutiny. The
appropriate level for such scrutiny is within the society. Once numbers
are properly provided, parliaments and the press provide the natural in-
stitutions for scrutiny, but a useful approach, especially where such in-
stitutions are recent, is to supplement this with purpose-designed
scrutiny by civil society representatives. A useful model here is the
Chad-Cameroon pipeline project, for which local civil society organi-
zations, MNCs, the World Bank, and the government of Chad forged
an alliance (see box 5.2). This could become a template for managing
natural resources in other developing countries, a template that is
needed both by the governments of low-income countries and by
MNC:s in the extractive sector. Many low-income developing countries
are in the process of discovering natural resources and their govern-
ments keenly feel the lack of a template. For example, in 2002 the gov-
ernments of both East Timor and Sao Tomé and Principe realized that
they needed to learn how to manage prospective oil revenues. In the ab-
sence of a template, both chose to send a delegation to Angola, but
while Angola has the advantage that communication can be in Por-
tuguese, it is clearly not the best model for the governance of revenues.
A template is also increasingly needed to encourage reputable MNCs to
work in difficult environments. MNC:s rate the risk that misgovernance
will damage their reputations as the most important impediment to
their involvement in low-income countries.

Reducing Secession Chapter 3 showed that natural resources, espe-
cially oil, increase the risk of violent secession. How can policy reduce
these risks? Transparency about the magnitude of the revenues will help
to reduce the risk, because it makes exaggeration of the gains more dif-
ficult. Recall that exaggeration occurs partly because of the sheer glam-
our of natural resource revenues—the local population is likely to con-
jure up images of Bahrain and Brunei—and partly because it is a
deliberate strategy of secessionist politicians. Again, only information
provided independent of the government can hope to be convincing.
Thus scrutiny of the effective use of revenues is an important step in
defusing pressures for secession.
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Box 5.2 Transparency of oil revenues in Chad

CHAD IS ONE OF THE POOREST COUNTRIES IN THE
world. Oil was found in the early 1950s, but it could
not be exported without a pipeline. Furthermore,
civil wars from the 1960s until 1990 made it impos-
sible to undertake the necessary investments. When
Exxon tried to mobilize private financing in the
1990s, it was told that the risks would be too high
unless the World Bank participated. One of the
Bank’s conditions was that Chad must commit itself
to completely transparent management of oil rev-
enues and that the revenues must be used for poverty
reduction. The project started in October 2000. Oil
revenues are projected to be around US$150 million
to US$300 million per year, compared with tax rev-
enues of less than US$200 million in 2002.

A stringent supervision mechanism was put in
place: the External Compliance Monitoring Group
was charged with supervising the implementation
of all legal covenants regarding environmental and
socioeconomic management through quarterly visits.
The International Advisory Group, which visits
Chad every six months, was created to advise the
presidents of Chad and the Bank about maximizing
the development impact of the project. Its reports are
publicly available on the web. A unique feature of the
Chadian model is the Petroleum Revenue Manage-
ment Law of 1999. This law stipulates that all direct
oil revenues have to go first to an offshore escrow
account. From there, 10 percent is transferred into
an account for the Future Generations Fund and the
remainder is transferred to a special oil revenue ac-
count in Chad. The law specifies that 80 percent of
the oil revenues must be used for additional expendi-
tures in the four priority sectors for poverty reduc-
tion: health and social affairs, education, infrastruc-
ture, and rural development. Five percent of the
royalties are to benefit the local communities in the
oil producing region. The remainder can be used for
general expenditures of the administration. A power-
ful local watchdog institution, the College de Con-
trole et Surveillance des Ressources Petroliers, was

also created that has to authorize all commitments
and disbursements from the special oil revenue ac-
count and to certify that the budget presented to par-
liament conforms with the Petroleum Revenue Man-
agement Law. It has nine members as follows: four
from civil society, two members of parliament, one
member of the Supreme Court, the national director
of the central bank, and the director of the treasury.

The first oil will be pumped around July 2003,
but there have already been some interesting expe-
riences. The oil consortium was constituted in early
2000 and paid a signature bonus of US$25 million.
The government treated this as off-budget income
and used it without following the spirit of the Pe-
troleum Revenue Management Law and without
following its own procedures. According to the
media, a large share was used to purchase weapons,
because the Mouvement pour la démocratie et la
justice au Tchad rebellion in the north of the coun-
try was creating many security problems. The
World Bank protested, given the agreement that all
oil income should be used for poverty reduction.
The government agreed to freeze the remaining
US$10 million and use it strictly according to the
law and to have the Auditor General’s Office un-
dertake a complete audit of the money already
spent. The latter was only created in 1999, and this
was the first big audit it had to undertake. The full
audit was published on its web site. As a result of
the bonus debacle, the members of the College de
Controle et Surveillance des Ressources Petroliers
were nominated ahead of schedule in 2001.

There is another interesting feature about Chad:
military and political power is currently held largely
by people from the north of the country, while the
oil fields and most agricultural land are in the south.
Even though the current government is being con-
tested, there is little talk about secession. Transpar-
ent management of oil revenues benefiting the poor
majority of the population will be a key ingredient
of maintaining national unity in Chad.

Source: prepared by Gregor Binkert, World Bank country manager for Chad.
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A further possible strategy is to include political leaders from the lo-
cality of the discovery prominently in the government. This, fortu-
itously, happened in Botswana. At present, a common response is to
give the locality a disproportionate share of the revenues. If this is the
only strategy followed, it may even exacerbate the problem, because it
appears to concede the principle that the resources belong to the local-
ity. The government of Indonesia faced continued demands for seces-
sion from the province of Aceh even after it had conceded that 75 per-
cent of revenues would accrue to the locality. Indeed, such generous
offers may not be seen as credible in the long term. There is a good case
for decentralizing some of the revenues from natural resources, but the
principle of equitable division, combined with transparency, may be a
more effective way of preventing secession.

Cushioning Adverse Shocks The prices of primary commodities are
highly volatile, so that countries dependent on a narrow range of com-
modities for their exports periodically face severe negative shocks. Re-
cent research finds that when these shocks are large, they severely dam-
age medium-run growth: each dollar lost in export income generates a
further two dollars of output contraction (Collier and Dehn 2001).
Some evidence also suggests that much of this lost growth is never re-
covered. Hence episodes of price crashes may induce the growth col-
lapses that increase the risk of rebellion, and over the longer term may
lead to lower levels of income. For example, in Indonesia, the East Asian
financial crisis of 1998 caused income to fall by around 10 percent in
Aceh. This was shortly followed by the escalation of violent conflict.
Even the governments of industrial countries with sophisticated
teams of experts at their disposal would find managing such large
shocks extremely difficult, but the industrial countries have not experi-
enced such large-scale shocks since the 1930s. The governments of de-
veloping countries usually lack the expertise, and often lack the politi-
cal goodwill, to implement contractionary policies effectively. There is
therefore a case for international action to cushion such shocks. Donor
responses to severe shocks in developing countries are currently deter-
mined by the nature of the shock. Generally, if the shock is photogenic,
such as an earthquake, hurricane, or drought, aid increases rapidly and
substantially, sometimes more than covering the losses incurred. Un-
fortunately, even though natural resource price shocks are often much



larger than these calamities, they are not photogenic, and, historically,
aid has shown no tendency to increase in response to such shocks: gov-
ernments have been on their own.

The international community might consider three types of arrange-
ments: risk pooling, credit facilities, and aid. The scope for risk pooling
is considerable. For example, the World Bank lends to both oil exporters
and oil importers. The former have an interest in repayments being low
during periods of low oil prices, while the latter have an interest in re-
payments being low during periods of high oil prices. By structuring re-
payments contingent upon the oil price, the World Bank could effec-
tively match these complementary risks and in the process reduce its
own default risk. The use of derivatives markets also provides scope for
risk pooling. Because these are highly technical, for developing country
governments to enter directly into these markets is not usually appro-
priate, but the World Bank could enter into risk-bearing contracts with
developing countries and then lay off these risks in derivatives markets.
The Bank already manages foreign exchange positions for some devel-
oping countries, and no issue of principle would seem to be involved in
the provision of such a service. The IMF has had credit facilities in the
form of the Compensatory Financing Facility, but these were seldom
used. In addition, for a developing country to borrow at commercial
rates at the onset of a severe negative shock of uncertain duration is usu-
ally unwise. There may, however, be scope for concessional finance.
Probably more important than loan finance is grant aid. Aid responses
to shocks need to be set in a more rational framework, transferring
resources at the margin from high-glamour natural disasters to low-
profile, but more devastating, economic shocks.

Beyond cushioning price shocks, reducing them where possible also
makes sense. Attempts to control commodity prices have been unsuc-
cessful, and no basis for repeating them appears to exist; however, trade
policies on the part of OECD economies can inadvertently have a
sharp effect on world prices. For example, if OECD governments in-
crease their subsidy to domestic producers when the world price of an
agricultural commodity is low, then the effect will be to systematically
amplify price shocks. The cushioning that such subsidies achieve for
domestic producers comes at the cost of increasing the shock to pro-
ducers in low-income countries. For example, the recent increase in the
subsidy to American cotton producers has had the effect of further re-
ducing the incomes of cotton farmers in the Central African Republic.
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Diversifying On average, developing country exports are no longer
predominantly primary commodities, but this average is made up of
continued dependence on the part of the marginalized countries and
astonishingly rapid diversification by the successful developers. The
success of the latter group shows that for the marginalized countries to
do the same is possible, but the emergence of China and India as major
exporters of labor-intensive goods makes it more difficult. In addition,
diversification is not always possible; for instance, Botswana is a land-
locked desert with few options other than diamonds. For such coun-
tries the priority should be to make natural resource endowments work
effectively, as Botswana has indeed done, but for many countries diver-
sification is surely feasible. For example, a country such as Ghana that
has a favorable coastal location near global markets seems to have no in-
trinsic reason why it cannot succeed in manufacturing.

A study of the determinants of primary commodity dependence
finds three factors that significantly reduce it: growth, aid, and policy
(Collier and Hoeffler 2002b). On average, growth diversifies an econ-
omy, and this reduces the risk of conflict in addition to the direct con-
tribution of growth to risk reduction. This does not imply that any
policies that promote growth promote diversification, but the induce-
ment of growth will normally assist diversification. Aid significantly re-
duces primary commodity dependence. This may in part be a “Dutch
disease” effect, whereby the provision of foreign exchange through aid
reduces the incentive to export; however, aid may also improve the in-
frastructure for activities that do not rely upon high, location-specific
rents for their profitability. Good economic policy also significantly
promotes diversification. We measure the effectiveness of policy using
the World Bank’s CPIAs. On average, an improvement of one point in
the CPIA—roughly equivalent to the difference between African and
South Asian policies—would reduce dependence on primary commod-
ities from 15.2 percent of GDP to 13.8 percent.

Raising Economic Growth

The poor but peaceful economies are characterized, on average, by slow
growth. Faster growth would reduce the risk of conflict both directly in
the short term and cumulatively in the longer term by raising the level
of income, and indirectly by assisting diversification. We can simulate



Figure 5.2 The contribution to peace of faster growth in the
marginalized countries
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Note: The simulation is based on the model presented in figure 4.12, increasing growth by 30
percentage points. See appendix 1 for details.
Source: Based on a revised version of Collier and Hoeffler (2002c).

the effects of faster growth in the marginalized countries using the
model underlying figure 4.12. Figure 5.2 simulates raising the growth
of all the currently marginalized countries by 3 percent while keeping
that of the successful developers unchanged. In terms of the increment
to global growth this is actually much less demanding than the strategy
of raising the growth rates of the successful developers: the marginal-
ized countries are, in aggregate, a much smaller part of the world econ-
omy than the successful developers and have lower initial growth rates,
yet this strategy offers a more substantial contribution to global peace.
The steady-state incidence in this simulation is nearly halved, from al-
most 11 percent to 6 percent. Thus, the distribution of world growth
is highly important in terms of the contribution of growth to peace.

This is the single biggest impact on the global incidence of conflict
that we found. The primary issue is therefore how to raise growth and,
following from this, whether the means of raising growth inadvertently
have direct effects that worsen the risk of conflict, thereby offsetting
their beneficial effects via the growth rate.

There is broad consensus that three instruments—domestic policies,
international aid, and access to global markets—are all effective in rais-
ing growth. The precise way in which they interact is more controver-
sial, but of little importance here. There is no significant disagreement
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about the merits of market access. Some analysts argue that aid and
policies complement each other, with aid becoming more effective as
policies improve, and, conversely, with policy reform being more effec-
tive with larger aid inflows. Other analysts argue that the beneficial ef-
fects of aid and policy are independent. The common ground is that
where policies are reasonable, aid is effective, and that where policies
are unreasonable, policy improvement will enhance growth.

Economic Policy Controversy as to what constitutes “good” policy is
considerable; for example, electorates have chosen significantly differ-
ent policies in different OECD economies and periodically change
their views as to what policies they want, yet all these policy environ-
ments sustain high incomes. What constitutes really bad policy is much
less controversial. No reputable economist advocates high and variable
inflation, high trade barriers, widespread public ownership of marketed
activities other than “network industries,” or use of public employment
for patronage rather than for equitable service delivery. Yet this is the
current reality in many of the poor but peaceful societies. A useful way
of quantifying this is through the CPIA, the World Bank’s policy rating
system, which rates macroeconomic, structural, social, and public sec-
tor policies on a scale of 1 to 5, with a higher rating indicating more ef-
fective policy. The average rating for the marginalized countries is only
2.95, whereas that for the successful developers is 3.75. The reforms
needed to effect such a change are thus considerably less controversial
than policy reform in good environments. The broad technical consen-
sus on these basic reforms reflects accumulated evidence on the conse-
quences of bad policies. One illustrative measure is the relationship be-
tween the CPIA and growth: for the typical low-income, poor policy
country, a one-point improvement in the CPIA is associated with a
higher growth rate of 1.6 percentage points (Collier and Dollar 2002).

Although basic reforms are not technically particularly controversial,
they can still arouse considerable opposition from within a society. Typ-
ically, bad policies are not in place by mistake, but because even though
they are damaging to ordinary citizens, they favor some powerful
group. Potentially, powerful groups will violently resist policy reform,
therefore reform could increase the risk of conflict. In this case the fa-
vorable effects engendered by growth would be offset by this direct risk.
One study investigates the effect of policy on conflict risk using the



CPIA as a measure (Collier and Hoeffler 2002b). While the CPIA has
many limitations, a major advantage is that as it is constructed by
World Bank operational economists working on each country, because
it reflects their judgment it also proxies their advice. Thus if a country
is judged to have improved its CPIA score, this is probably because
changes have been broadly consistent with the advice that Bank staff
have been giving. If, for example, we were to find that policy improve-
ment increased the risk of conflict, this would indicate that Bank pol-
icy advice was exacerbating the risk of conflict.

Obviously policy deteriorates rapidly during a war; therefore to de-
termine whether policy affects the risk of war we need to look at poli-
cies that are already in place prior to the risk period being considered.
The study therefore looks at policy during the five years prior to the
five-year period for which the risk of conflict is estimated. It finds no
significant association between the level of economic policy, as mea-
sured by the CPIA, and the risk of subsequent conflict—that is, bad
policies neither reduce the risk of conflict nor increase it, other than
through their adverse effects on growth. Changes in policy do, however,
have a significant effect. Improvements in the CPIA appear to reduce
the risk of conflict in the subsequent period. This benign effect may
well be spurious, however, reflecting nothing more than policy starting
to deteriorate in the run-up to violent conflict. For example, as already
noted, a higher risk of conflict induces governments to increase mili-
tary expenditure.

The important point is, however, that no evidence suggests that pol-
icy improvement directly increases the risk of conflict. As long as it does
not directly increase the risk of conflict, it will tend to reduce the risk
indirectly through its effects on the growth rate. This does not mean
that all growth-inducing policies reduce risk: there is no substitute for
looking policy by policy, country by country, to see whether the po-
tential for adverse effects exists. It simply means that there is no general
presumption that where countries have implemented policy reforms as
advocated by the World Bank they have systematically directly in-
creased the risk of conflict (Collier and Hoeffler 2002b).

Aid Measuring aid entails less controversy than measuring policy.
Here we use a conventional measure of aid as concessional development
assistance, which excludes humanitarian assistance and military aid,
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neither of which is intended to raise growth. Actually quantifying the
effect of aid on growth is more controversial. Applying the results of a
recent study, an additional percentage point of aid as a share of GDP
for the marginalized countries would raise the average growth rate of
these countries by only 0.1 percentage point (Collier and Dollar 2002).
Some analysts argue that aid would become more effective if combined
with policy reform, but the matter that concerns us here is whether aid
inadvertently increases the risk of conflict. Some economists, notably
Grossman (1992), have argued this on the grounds that aid increases
the honey pot to be contested.

Researchers have also investigated the effect of aid on conflict risk
following the same approach as for the effect of policy. Controlling for
the effect on growth, aid has no significant direct effect on the risk of
conflict. Again, this does not absolve donors from the need to scruti-
nize their aid programs carefully to see whether particular components
might increase the risks of conflict. Several case studies argue precisely
this: that particular types of aid have increased the risk of conflict (see,
for example, Esman and Herring 2001). Learning from such bad expe-
riences is important: projects need to be designed with proper aware-
ness of their potential for creating division. However, we should also be
wary of generalizations from such horror stories that imply that aid is
normally part of the problem. Its effects on growth imply that it is nor-
mally part of the solution.

Access to Global Markets The poor but peaceful group of countries
has largely not broken into global markets for nontraditional exports.
There is a case for accelerating improvements in market access for these
countries ahead of more general improvements negotiated under the
development round of the World Trade Organization. Both the United
States and the European Union (EU) have recently introduced such
differentially favorable market access for some countries within the
poor but peaceful group. The United States has introduced the Africa
Growth and Opportunity Act, and early signs indicate that this is sig-
nificantly facilitating African countries” entry into manufactured export
markets. Similarly, for the least developed countries the EU has intro-
duced the Anything but Arms initiative.

As with policies and aid, any favorable effects of improved market
access on growth could, in principle, be offset by a direct effect on con-



flict risk. Indeed, we have found that exports can have a direct, adverse
impact on the risk of conflict, namely, through the rents on primary
commodities; however, major trade reforms are likely to diversify trade
as well as to increase it.

Economic Revival: A Simulation Each conflict has its own peculiari-
ties; thus country knowledge always needs to supplement the group-
level analysis discussed here. Models of conflict risk are not well suited
for country-specific questions and are more appropriate for the sort
of policy simulations of global incidence conducted in chapter 4.
However, changes in global incidence are outcomes of changes in real,
country-specific situations, and for illustrative purposes we take an ac-
tual conflict in a typical marginalized country and ask whether any fea-
sible economic recovery could have helped to avert it.

The conflict episode we consider is Zaire, as it was then known, in
the late 1990s. Our simulation model predicts that as of 1995 Zaire
was at severe risk of a conflict. Indeed, the model estimates an 80 per-
cent risk of a conflict during the ensuing five years. The point of using
a model is not, however, to predict such risks, but rather to simulate the
effect of changing a few factors that were potentially within the control
of the government and the international community. The challenge set
to the model was to see whether any feasible change in characteristics
could have reduced the risk of conflict from 80 percent to the arbitrary
target of 30 percent. The model predicts that had a package of strong
economic reforms and greatly expanded aid been implemented during
the first half of the 1990s, then the risk of conflict would have fallen to
this level. The scale of the required policy reform is an improvement in
the CPIA of 1.2 points, approximately equal to what Uganda achieved
between 1986 and 1988. In conjunction with this strong reform effort,
aid would have had to be tripled. While these specific results are merely
illustrative, had the government and the donor community actually
known and believed these figures at the time, the reforms would have
been implemented and the aid would have been found.

Reducing the Risks of Ethnic Dominance

Ethnic dominance characterizes approximately half of the poor but
peaceful countries; that is, the largest ethnic group accounts for a ma-
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jority of the population, but the countries also have significant num-
bers of ethnic minorities. Recall that this increases the risk of civil war.
Managing the risks of ethnic dominance calls for political solutions.

One approach is to guarantee rights to individuals so that they can
challenge individual cases of ethnic discrimination. This is the approach
predominantly followed in the industrial countries. A possible supple-
ment to individual rights is to guarantee group rights to minorities. An
obvious way of guaranteeing group rights is through quotas, notably on
public employment. While this may sound like a radical and costly idea,
the few industrial countries that are characterized by ethnic dominance
have adopted it. For example, Switzerland is a classic example of ethnic
dominance, with 75 percent of the population being German speaking
and the rest consisting of French and Italian minorities. Switzerland
guarantees minority rights by means of three devices: radical decentral-
ization, multilingual education, and ethnic quotas. Public hiring is re-
quired to designate a certain proportion of jobs to the ethnic groups in
accordance with their size. Acknowledging popular concerns about eth-
nic rights in this explicit fashion is often better than wishing them away.

Conversely, when the majority is significantly poorer than the mi-
nority, group rights may need to focus on the majority, but in a way
that does not alarm the minority. A useful approach is to have an ex-
plicit long-term strategy for intergroup redistribution. An advantage of
an explicit policy is that it contains the fears of the minority while re-
assuring the majority that its concerns are being addressed. The maxi-
mum pace of redistribution depends on the growth of the economy:
the faster the growth, then the more that can be redistributed without
threatening the absolute living standards of the minority. A good ex-
ample is Malaysia, where over the course of 30 years a policy of grad-
ual asset redistribution has helped the majority Malays to increase their
share of GDP by about 15 percentage points. At the same time, GDP
has grown so rapidly over the period that the redistribution has not
prevented the incomes of the minority groups from rising.

Ending Conflicts

E NOW TURN FROM THE MARGINALIZED COUNTRIES
that are at peace to countries that have fallen into conflict
and are stuck in it. Recall that decade-by-decade, such con-



Figure 5.3 The contribution to peace of shortening conflicts
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Note: The simulation is based on the model presented in figure 4.12, reducing conflict duration
by 20 percent. See appendix 1 for details.
Source: Estimated on the basis of a revised version of Collier and Hoeffler (2002c).

flicts appear to have been getting longer. As discussed in chapter 3, a
major obstacle to reaching a settlement is that for rebel groups conflict
may become a way of life, with the rebel elite doing well out of war.
Furthermore, the parties to a civil war may lack the “commitment tech-
nology” that would enable them to trust an agreement. Thus shorten-
ing conflicts might seem to be the most effective way of building a
more peaceful world; however, in isolation such an approach is less ef-
fective than it might appear. Unless postconflict risks are reduced,
shortening the duration of conflicts is offset by a more rapid shuttle
into and out of war. We can use the model underlying figure 4.12 to
simulate the effects of shortening the duration of conflicts. Figure 5.3
simulates the effect of a 20 percent shortening of the duration of con-
flict on the global incidence and produces an overall reduction in risk
of around 15 percent. This is, of course, worth achieving, but it should
be seen as only part of a broader strategy for conflict reduction.

Cutting the Rebel Financial Jugular

The leadership of large rebel groups commonly does quite well out of
war. Indeed, sometimes leaders amass spectacular fortunes: by the early
1990s Jonas Savimbi of UNITA was reputedly worth some US$4 bil-
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lion, making him one of the world’s wealthiest individuals. While fight-
ing is so lucrative, rebels have little incentive to reach a settlement; for
example, four years of negotiations with the FARC proved fruitless for
the government of Colombia. Hence measures that reduce the flow of
funds to rebel movements are likely to encourage them to come to the
negotiating table.

Curbing Rebel Access to Commodity Markets In the case of some
commodities, rebel groups are raising substantial finance by controlling
the production of the commodity in their territory and selling the out-
put. To date the Kimberley process is the most important example of
international action to reduce rebel organizations’ access to commodity
markets (see box 5.3). It was triggered by the Fowler Report of the UN,
which drew world attention to the way in which some rebel organiza-
tions were financing their activities through the sale of diamonds and
provided explicit detail about the routes involved. The Kimberley
process is a private sector initiative. It was able to overcome the usual
collective action problems with private sector self-regulation because
the industry is unusually highly concentrated, with de Beers in a dom-
inant position. Although the agreement itself is recent, its antecedents
included de Beers' decision to cease purchasing diamonds in the open
market and intensive action by the Diamonds High Council, based in
Antwerp, to reduce rebel access to the market. An analysis of the ini-
tiative by Klare (2000) speculated that it might well lead to the termi-
nation of some West African conflicts. This proved percipient: over the
next two years both UNITA and the RUF were defeated militarily, al-
though both had previously been highly durable organizations. Note
that in both cases other important factors were also at work: in Angola
the government used the opportunity of high oil prices to massively in-
crease its military expenditure, and in Sierra Leone the British govern-
ment sent in substantial military forces. The tightening of the financial
jugular complemented these changes, and probably no single compo-
nent was decisive.

Establishing whether the Kimberley process is going to be effective is
important, and for this a monitoring and evaluation process is needed.
If the Kimberley process is ineffective, public action will probably be
necessary to strengthen self-regulation. Indeed, the very existence of the
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Box 5.3 The rough diamond trade and the Kimberley process

DIAMONDS HAVE LONG BEEN RECOGNIZED AS A
source of conflict finance. To restrict this channel
of financing, the major diamond trading countries
and companies took part in the Kimberley process,
which formally began in November 2002. Its pri-
mary purpose is to establish an international certifi-
cation scheme for rough diamonds based mainly on
internationally agreed minimum standards for cer-
tificates of origin and national certification schemes.

The participants agreed to establish internal con-
trols to eliminate the presence of conflict diamonds
from shipments of rough diamonds imported and ex-
ported from their territories. This includes designat-
ing monitoring authorities to diamond shipments
and ensuring that all diamonds are imported and ex-
ported in tamper-resistant containers accompanied
by Kimberley process certificates. The participants are
obliged to amend or enact appropriate laws or regu-
lations to implement and enforce the certification
scheme and to maintain penalties for transgressions.
They are also to collect and maintain relevant official
production, import, and export data and to collate
and exchange this information when necessary.

Each participating country is to ensure that a
duly validated certificate accompanies each ship-

Source: Crossin, Hayman, and Taylor (2003).

ment of rough diamonds on export and import. Im-
porting authorities must also confirm receipt of a
shipment expeditiously to the relevant exporting au-
thority, specifying the details of the shipment. To fa-
cilitate the tracking of diamond flows, the original
certificate must be readily accessible for a period of
no less than three years. To further filter out conflict
diamonds, the participants agreed to ensure that no
shipment of rough diamonds is imported from or
exported to a nonparticipant and that each ship-
ment leaves its territory unopened and not tampered
with. A degree of transparency and monitoring was
integrated into the process as a result of opposition
by nongovernmental organizations to proposals that
the system be self-regulating.

In Ottawa in March 2002, Kimberley partici-
pants announced confidence in meeting their end
of year deadline for implementing the regime, al-
though several significant technical and operational
issues remained. Success depends on whether these
problems are properly resolved. One day after a res-
olution passed the UN Security Council in support
of the Kimberley process, EU member states an-
nounced that they could not meet their obligations
by the deadline of February 1, 2003.

Kimberley process is an acknowledgment of the need to regulate access
to the diamonds market. If the Kimberley process is effective, the ques-
tion arises whether it should be replicated in a few other commodity
markets, such as timber and Columbite-tantalite (usually known as
coltan). Although the timber industry is much less concentrated than
the diamond industry, the commodity itself is inherently easier to track
while in transit.

As noted, timber is at the opposite end of the concentration spec-
trum from diamonds and involves many small companies. Here the
most successful action to date has been at the regional level. For exam-
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ple, the government of Thailand increased scrutiny of the border trade
in illegal timber with Cambodia that was financing the Khmer Rouge.
This was so successful that it substantially accounted for the collapse of
the Khmer Rouge (see box 5.4).

Realistically, the effect of better regulation of commodity markets is
not literally to shut rebel organizations out of markets, but to make
their activities so difficult that they can only sell their illegal booty at a
deep price discount. A recent study of the duration of conflict provides
some insight into the possible effects of deepening such a discount
(Collier, Hoeffler, and Séderbom 2003). The study controls for all the
other factors that influence the duration of a conflict and investigates
the effect of world commodity prices. It finds that for countries that are
heavily dependent on commodity exports, the world price of these
commodities significantly affects the duration of the conflict: when
prices are high the conflict is less likely to end than when prices are low.
For example, for a country for which primary commodity exports ac-
count for 30 percent of GDP, a 10 percent decline in the price of its ex-
port commodities tends to shorten the expected duration of conflict by
around 12 percent. The effect of targeted policies should be consider-
ably greater than this, because they detach the price rebels receive from
the world price. Potentially, creating deep price discounts and moni-
toring them should be feasible. An analogy is the deep discounts that
are already routine for counterfeit goods.

Another activity of enormous importance to rebel groups is the pro-
duction of illegal drugs for sale in rich countries. Current OECD pol-
icy toward these drugs varies, but its main thrust is to encourage the
governments of developing countries to discourage production. The
problem with this production-focused approach is that it makes terri-
tory outside the control of a recognized government enormously valu-
able, and so inadvertently helps to sustain rebellion. An alternative ap-
proach that would radically reduce the funding for rebellion would be
to focus penalties on illegal consumption so as to bring down the price
of illegal drugs. For example, for many years the United Kingdom had
a policy that while it severely penalized trade in heroin, once heroin
users were registered as addicts they were provided with supplies from
official sources. This radically reduced the commercial incentive to
push heroin, and under this policy regime the United Kingdom had
fewer than 1,000 registered addicts. It also enabled addicts to be sup-
plied from legal sources of production.
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Box 5.4 The Khmer Rouge and the logs of war

IN 1979 THE KHMER ROUGE WERE DRIVEN INTO
the jungle and waged war against the Vietnamese-
installed regime led by former Khmer Rouge com-
mander Hun Sen. The war was funded by the tim-
ber trade. The timber logged during the civil war
helped create more demand for Cambodian forest
products, and the exploitation of timber quickly be-
came a sustaining factor of the war and a cause of
armed conflict in its own right.

In 1992 the Security Council asked the UN
Transitional Authority in Cambodia to impose a log
export ban to dampen the Khmer Rouge’s efforts
to undermine the peace process. The Transitional
Authority sent military observers to monitor Cam-
bodia’s border, but without power of arrest. The
Khmer Rouge refused such monitoring in its terri-
tories, and the Thai government denied access to
UN observers on its side of the border. Although
Thailand eventually prohibited log exports, the
Cambodian government’s lifting of the ban after
nine months undermined its overall impact. In the
end, Thai timber imports in 1993 were only 20
percent lower than in 1992, while the gems trade,
which also benefited the Khmer Rouge, continued
largely unabated. The sanctions were also weakened
by a 10-week delay in implementation, which led to
a logging frenzy, as well as an export quota on sawn
timber, which led to the proliferation of sawmills
within Cambodia but did not significantly affect
commercial timber harvesting rates.

After elections in 1993, the destruction of Cam-
bodia’s forests continued. Numerous logging com-
panies dealt directly with the Khmer Rouge in a
monthly cross-border timber trade worth an esti-

Source: Global Witness (2002).

mated US$10 million to US$20 million. The Khmer
Rouge’s military decline did not end the misuse, and
no revenue reached the Cambodian government. In
response, the IMF froze the next US$20 million
tranche of its Enhanced Structural Adjustment Facil-
ity and threatened to let its support lapse entirely if
the Cambodian government failed to implement
forestry reforms. In November 1996 the Enhanced
Structural Adjustment Facility lapsed, and forestry
went to the top of Cambodia’s international agenda.

At least 1.3 million cubic meters of logs were
taken between 1996 and 1997 to fuel a conflict that,
in addition to lost revenues, placed additional de-
mands on the revenues the treasury was able to raise
from other sources. It effectively halted the growth
of the Cambodian economy. In July 1997 a coup
d’état was primarily funded by logging revenue. To
pay for military backing and to reward military lead-
ers, Hun Sen personally authorized various military
regions to export logs, in contravention of Cambo-
dian law.

The timber trade and the Khmer Rouge benefited
from the support of Thai officials who used logging
revenues to finance their electoral campaigning.
Donors used aid conditionality on the Thai govern-
ment to end the trade and stop assistance to the
Khmer Rouge. The U.S. Congress threatened to end
military assistance in 1996 and then all assistance in
1997. The IMF pressured Cambodia to end its ac-
quiescence to unauthorized exports by canceling part
of its Enhanced Structural Adjustment Fund loan
in late 1996. The outcome was an effective ban by
Thailand on Cambodian timber. These pressures
contributed significantly to the demise of the Khmer
Rouge.

Curbing Diaspora Finance of Rebel Groups Another important
source of rebel finance is from diasporas in rich countries. This phe-
nomenon is long-standing, but as the number of migrants from low-
income developing countries has increased, so has the potential for dias-
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pora finance. For instance, more Tamils live in OECD countries than
live in the Jaffna peninsula of Sri Lanka, and estimates indicate that
Tamil diaspora organizations raised around US$450 million per year
during the 1990s, much of it used by the Tamil Tigers to buy arms. For
example, a bank account opened by a Canadian of Sri Lankan origin was
used to purchase the 60 tons of Eastern European explosive that killed
and injured some 1,500 people in Sri Lanka in 1996. Similarly, the
Kurdish Workers Party stated that it had raised around US$50 million
from the Kurdish diaspora in 1992. One method of collecting money
was to control the wholesale trade for Kurdish retailers and charge them
inflated prices. This “tax” was then transferred to Kurdish rebels.

Only recently have the governments of industrial countries started
to face up to their responsibilities to curtail the organized provision of
finance from their territories. For example, the United Kingdom re-
cently banned the activities of the Tamil Tigers. Even prior to Septem-
ber 11, diaspora funding for the Tamil Tigers was reportedly drying up,
but the terrorist attacks brought home to North American diasporas
that donating death was unacceptable (7he Economist 2001). In 2002
the Tamil Tigers abandoned their long-standing demand for indepen-
dence and entered into serious peace negotiations. At the same time the
IRA, another violent organization that relied heavily on North Ameri-
can diaspora finance, abandoned its previous refusal to “decommission”
any of its stock of armaments.

Employing International Interventions

In recent decades the international community has tried many inter-
ventions in particular civil wars with the intention of ending them. The
interventions were sometimes on the side of governments and some-
times on the side of rebel organizations. Some interventions were mil-
itary, and others were economic or diplomatic (see Regan (2002) for a
comprehensive dataset on these interventions).

Recent studies use this dataset to investigate whether any of these
types of interventions systematically shortened the duration of conflict
(Collier, Hoeffler, and Soderbom 2003; Regan 2002). The results are
disappointing, although such an analysis is intrinsically difficult and
may have missed favorable effects. For example, one possibility is that
the interventions were targeted on the most difficult conflicts, and thus



the mere fact that those conflicts with interventions did not last longer
than average would be evidence of modest success. The nonmilitary in-
terventions had no significant effect. The only military intervention
that was systematically effective was support for rebels: apparently ex-
ternal military support can defeat a government more readily than a
rebel organization. This may reflect the different styles of government
and rebel campaigns. Rebel forces typically withdraw into forests or
mountains, whereas government forces typically withdraw into major
cities where they can be subject to total defeat, such as the forces of the
Derg government of Ethiopia that holed up in Asmara in 1992. Note
that the findings do not imply that no international interventions have
been effective, but only that no one type of intervention appears to
have been systematically effective.

Negotiating Peace

Prior to a rebellion, predicting which issues and which groups have the
potential to turn opposition into large-scale violence may be hard. Once
a rebellion has started, who the parties to a negotiation should be be-
comes clearer. Nevertheless, negotiating peace is difficult. Both parties
lack the means to lock into an agreement. A rebel group cannot guar-
antee that if it accepts peace, its more extreme members will not estab-
lish a new violent organization; for example, once the IRA had accepted
a peace settlement a new group calling itself the Real IRA continued the
violence. A government also finds that making commitments that rebels
can trust once they disarm is difficult. In addition to this commitment
problem is the danger of setting a precedent of conceding to violence
what has not been conceded to normal political opposition. One of the
reasons for the conflict trap may be that rebellion can appear to pay off
as a strategy.

Civil wars are far less likely to end in peace agreements than inter-
national wars (Licklider 1995). Between 1940 and 1990, combatants
resolved 55 percent of interstate wars at the bargaining table, whereas
fewer than 30 percent of post-1945 civil wars have terminated with the
signing of a peace treaty (Doyle and Sambanis 2000; Walter 1997).
Furthermore, many of the treaties that end civil wars are unstable and
collapse into renewed fighting. As noted earlier, the difficulty of nego-
tiating a lasting peace is due to the parties’ inability to credibly commit
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to the peace. In contrast to civil wars, international wars have been rel-
atively easier to end through bargaining precisely because the parties
have internationally recognized boundaries and standing armies to de-
fend those boundaries after the war ends. Walter (1997, 2002) argues
that what reduces the probability of reaching a negotiated settlement is
the lack of credible guarantees offered by third parties committed to en-
forcing the terms of a peace treaty. In a study of modern civil wars she
finds that lack of credible enforcement is the key factor explaining fail-
ures to reach a negotiated settlement.

Other authors have emphasized different causes of the long duration
of civil wars. For example, secessionist conflicts tend to last longer than
other civil wars because secession is perceived as a nondivisible good,
and the new polity that emerges from civil war may incorporate terms
of a settlement that exclude some of the parties, thereby creating in-
centives for new violence (Licklider 1993). Moreover, a large number
of incoherent and unreconciled groups and coalitions makes negotia-
tion harder, other things being equal, as does a rough military balance
among the parties (Doyle and Sambanis 2003; Elbadawi and Sambanis
2000; Zartman 1995). Several other explanations are also possible, such
as tunnel vision, organizational inertia, wishful thinking, and miscom-
munication. A study of 16 peace implementation episodes finds that
the presence of valuable spoils of war, such as natural resources, reduces
the likelihood of success, reinforcing the foregoing discussion of the
need to manage natural resources effectively (Stedman 2001).

Despite the relevance of these explanations to many cases of civil
war, the single most promising explanation is the lack of credible guar-
antees for a settlement. In effect, this argument shifts the analytical
focus from the underlying causes of the long duration of civil wars to
the mechanisms that explain the inability to commit to an agreement,
even when the parties prefer an agreement to continued fighting.

According to Walter (1997, 2002), only parties with credible and
well-established self-interest in preserving the peace, parties with suffi-
cient military resources to engage in combat, and parties that provide
costly signals of their commitment by actually deploying troops can
provide credible guarantees. Without such an external commitment,
the absence of a government seen as legitimate by the rebels and the
history of war in the country will act as disincentives for the parties to
disarm. As disarmament is typically a precondition for peace imple-
mentation, this creates a barrier to negotiation. The presence of armed



rebels further undermines the government’s legitimacy and sovereignty.
Under these conditions, what is needed is either an external solution
such as the one Walter discusses or a solution that makes the peace self-
enforcing. Integrating part of the rebel forces into the national army
might be one such solution.

Once the rebels demobilize, they lose their bargaining power in re-
lation to the government. In those cases where postwar peace is based
on a self-enforcing agreement, the drastic change in the parties’ relative
capabilities makes the agreement time inconsistent, that is, the govern-
ment, which retains its military, can renege on its promise after the
rebels have disarmed. The government has both the power and the in-
centive to renegotiate the agreement or defect from it unilaterally. This
is particularly true in cases where the war had no definitive outcome,
but rather the violence ended in a cease-fire, truce, or negotiated com-
promise. One way in which parties have attempted to insure themselves
against violations of the peace agreement has been integrating parts of
the rebel forces into the governments military. Similarly, in the recent
settlement in Céte d’Ivoire, a leader of the rebel organization was nom-
inated to become the minister of defense. Such solutions provide em-
ployment for the rebels and reduce their private incentives for contin-
uing their rebellion. It also makes coordinated action by the military
against rebel sympathizers more difficult.

Integration of rebels into the government army occurs only rarely. As
expected, such integration is more common if the war ends in a negoti-
ated settlement as opposed to victory; however, integrating defeated
rebel forces is possible, as demonstrated by the case of Biafra, where the
rebel army was integrated into the national Nigerian army after the end
of the war. Where the war ends in a negotiated settlement rebel-military
integration occurs in about half the cases, whereas without a treaty in-
tegration occurs in only about one-seventh of cases. While no statistical
analyses of the effects of military integration on the likelihood of war re-
currence are available, in several cases military integration is associated
with a lowered rate of war recurrence. Examples are Nigeria after the
1966—70 Biafran war; Chad, where successive bilateral agreements with
rebel groups reduced the magnitude of the insurgency in the 1980s and
1990s; the Philippines, where the governments agreement with the
Moro National Liberation Front left only a fringe group, the Moro Is-
lamic Liberation Front, fighting after 1996; and Zimbabwe, where the
peace after the war of the 1970s and early 1980s has held. At the same
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time, integrating rebels into the government’s military can threaten the
interests of extreme nationalists and re-ignite civil war before the inte-
gration is completed. Examples are Rwanda, where the massacres of
1994 followed the failed Arusha Accords, and Angola, where the failure
to demobilize and to reintegrate combatants within the framework of
the Lusaka Accords of 1994 led to a resurgence of violence in 1996.

Reducing Postconflict Risks

T ANY ONE TIME FEW COUNTRIES ARE IN THE FIRST DECADE

of postconflict peace. For example, the global steady state de-

picted in figure 4.12 shows only 12 postconflict countries ver-
sus 64 successful developers currently at peace. Yet the postconflict
countries have a highly disproportionate effect on the global incidence
of conflict: they account for three times as many new conflicts as the
entire group of successful developers. Hence in focusing development
efforts on building a more peaceful world society, clearly the few post-
conflict countries warrant particular attention. We can use the model
underlying figure 4.12 to simulate the effects of reducing postconflict
risks. A wide range of policies could make the first postconflict decade
safer. Furthermore, because these policies are highly focused on a few
countries, they are relatively straightforward to implement. Figure 5.4
simulates how halving the risk of conflict repetition would reduce the
global incidence of conflict. As the figure indicates, this would make a
clear contribution to global peace, with a reduction of around a quar-
ter in the incidence of war. Translated into the number of wars, the re-
duction is from 16.6 active conflicts at a time to 13, most of them in
the marginalized group of countries.

Postconflict countries face two major challenges. First, as chapter 3
indicated, they have a high risk of further conflict, and so a key objec-
tive of policy must be to reduce this risk as rapidly as possible. Second,
as chapter 1 noted, they inherit a severe economic and social decline
from the period of conflict, and so the other key objective is to restore
economic and social conditions.

The high risks of further conflict inherent to many postconflict sit-
uations reflect both risks inherited from prior to the conflict and risks
caused by the conflict. The structure of the inherited risks will differ be-
tween societies, and not all risks are amenable to policy; for example, a



Figure 5.4 The contribution to peace of successful postconflict policies

Predicted incidence (percent) B High-income countries
12 - . B Middle-income countries
10.7% Low-income countries

- 8.3%
N S

Baseline Successful
postconflict policies

Note: The simulation is based on the model presented in figure 4.12, reducing postconflict risk
of war by 50 percent. See appendix 1 for details.
Source: Based on a revised version of Collier and Hoeffler (2002c).

country that is geographically prone to conflict can probably do little
about it. Nevertheless, a reasonable presumption is that if a country
faces an unusually high risk from a particular source, it should devote
particular attention to reducing that risk.

Going Along with False Friends: How to Spend More
and Make Things Worse

Recall that the governments of poor but peaceful countries commonly
respond to a heightened risk of rebellion by opting for high levels of
military spending. Recall also that this is ineffective: such military
spending does not alter the risk of conflict. Once the risk of civil war
becomes a reality, governments further increase their military spending,
though at this stage they may have little choice. During the typical civil
war, military spending is around two percentage points of GDP higher
than during the prior peace. In the first postconflict decade the gov-
ernment inherits this high level of military spending and, even though
it has achieved peace, it is aware that the risk of reverting to conflict is
substantial. The argument for continuing with high military spending
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therefore appears to be strong. This argument for deterrence will be re-
inforced by the special interest pleading of the military establishment,
and quite possibly by rebel forces that might want to be integrated into
the regular army. Thus the pressures for continued high military spend-
ing are powerful.

What are the effects of high military spending in postconflict situa-
tions? Are they simply the same as in preconflict situations, namely, in-
effective? A recent study investigates this, using the same approach as
for the deterrence effect of military spending in preconflict situations
(Collier and Hoeffler 2003). It finds that the effect of military spending
is indeed significantly different in postconflict situations. High levels of
military spending postconflict significantly increase the risk of reversion
to war. As with the more general study of the effect of military spend-
ing, the approach controls for the problem that a high level of military
spending reflects an enhanced level of risk. Chapter 3 suggested that a
possible reason why high military spending might increase the risk of
reversion to conflict is that it inadvertently signals that the government
lacks confidence in the persistence of peace. An important postconflict
problem is that neither side trusts the other, thus the more the govern-
ment spends on the military, the more the rebel organization may think
that it too has to prepare for the renewal of conflict. Such mutual mil-
itary escalation can easily trigger incidents that re-ignite the conflict.

Each postconflict situation is distinctive, and so any general principles
are merely broad guidelines; however, one policy lesson for postconflict
situations is that governments should be wary of the strong lobbying
pressures for maintaining high military spending. In addition to the
problems resulting from such spending, the government could forego
the opportunity to realize a peace dividend from reduced spending.

Reviving Economic Growth

The level and growth of per capita income are important risk factors for
conflict. Faster growth tends to reduce the risk of further conflict di-
rectly, and also cumulatively by raising the level of income. Are the
effects of growth different in postconflict situations? A study that ex-
amines this finds that a given rate of growth is significantly more effec-
tive in reducing risk in postconflict situations (Bigombe, Collier, and



Sambanis 2000). Hence a sensible approach is for governments to pay
considerable attention to reviving the economy.

Fortunately, on average, the first postconflict decade is a good period
for growth: countries do tend to bounce back. Taking the first decade
as a whole, annual per capita growth is around 1.1 percent faster than
normal. This growth boom is not uniformly spread over the decade:
growth is not more rapid than normal during the first two or three
years, and by the end of the decade the growth spurt is fading. The
growth spurt is concentrated into the middle four or five years of the
decade. Some evidence suggests that the recovery is faster after longer
wars, but our main concern is to understand what countries can do to
accelerate the recovery (this discussion is based mainly on Collier and
Hoeffler 2002a).

As with the poor but peaceful economies, the likely cockrail of in-
terventions that might raise the growth rate combines policy reform,
aid, and improved access to global markets. The issue is whether any of
these should be tailored differently for a postconflict country than for
an equally poor country that is not just emerging from conflict.

Economic Policy Priorities for Growth As noted earlier, policy mat-
ters in the poor but peaceful countries. A useful broad measure of eco-
nomic policy, the CPIA, helps explain variations in the growth rate
among developing countries. Is the relationship between policy and
growth any different for postconflict situations than in peacetime? A re-
cent study finds that it is (Collier and Hoeffler 2002a). As measured by
the CPIA, growth is more sensitive to policy during the first decade
postconflict than in normal situations. For the typical postconflict
country, a one-point improvement in the CPIA would raise growth by
2.5 percentage points, whereas normally its contribution to growth
would be around 1.6 percentage points. Thus not only is growth more
effective in risk reduction in postconflict countries, but policy reform
is more effective in raising growth. But which policies matter most?
That economic policies should be distinctive in postconflict situa-
tions is indeed likely. Policies at the start of peace are usually much
worse than in equally poor countries without a recent history of con-
flict. Hence one difference is simply that postconflict countries are at
an earlier stage of reform. Related to this, the politics of reform are
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likely to be different: the balance between interest groups is distinc-
tively different in postconflict situations.

Postconflict countries start with an average CPIA score of only 2.41,
compared with a developing country average of 3.00, therefore much
more is wrong with their policy. This is the case across the entire range
of macroeconomic, structural, and social policies. The World Bank has
recently developed a strategy for addressing the needs and problems of
such environments known as the low-income countries under stress
(LICUS) approach. The essence of the LICUS approach is that even
though many policies are wrong, the capacity and appetite for reform
are limited, and thus attempting reform across a broad front is not sen-
sible. Rather, reform efforts should focus on two or three policies that
are politically as easy as possible and yield rapid payoffs. The rationale
for this approach is to build a constituency for reform in contexts in
which the demand for reform is largely latent. Postconflict situations
resemble other LICUS contexts in starting with poor policies and in-
stitutions; however, they differ in that reform may be more constrained
by limited capacity than by limited appetite. The early postconflict pe-
riod may politically be a relatively easy time for reform, because people
expect change and old vested interests may have been weakened. This
is borne out empirically by the rapid pace of reform during the first
postconflict decade. By the end of the decade postconflict countries, on
average, have a CPIA score of 3.05, slightly above the developing coun-
try average. Thus the greater political scope for reform may be con-
strained by the limited technical capacity to design and implement
policies, but this is amenable to donor assistance.

In the normal LICUS environment, given that the agenda for re-
form has to be highly prioritized, the conventional sequence is that the
top priority is to correct macroeconomic imbalances. Is there any rea-
son to adopt a distinctive prioritization in postconflict environments?
Two factors suggest that priorities should be broader in postconflict
contexts than in other LICUS environments. First, the scope for rapid
policy reform suggests less need to limit reform to two or three policies
with rapid payoffs. Second, some evidence suggests that the relative
importance of macroeconomic, social, and structural policies is dis-
tinctive in postconflict settings.

A recent study focuses on the determinants of growth in all the post-
conflict episodes of the 1990s (Collier and Hoeffler 2002a). For this pe-



riod the CPIA can be disaggregated into three broad areas of policy—
macroeconomic, social, and structural—that encompass such matters as
trade and privatization. The results suggest that social policy is relatively
more important and macroeconomic policy is relatively less important
in postconflict situations than in normal situations. The effect seems to
be quite large: if opportunities exist for modest trade-offs that improve
social policies at the expense of a small deterioration in macroeconomic
balances, growth is, on average, significantly augmented. The results do
not in any sense imply that macroeconomic balance is unimportant, nor
do they imply that it is less important than social policies. They simply
suggest that relative to the strategies normally adopted, social policy
should be given somewhat more weight. As the correction of macro-
economic imbalances has been accorded top priority in the normal poor
policy environments, it may well be that in an absolute sense it should
also be the top priority even in postconflict situations. Nevertheless, the
results are important, because both governments and the teams from
the international financial institutions that advise them have lacked any
systematic tendency to adopt such priorities.

Why should social policies—specifically policies for social inclu-
sion—be differentially important for the growth process in postconflict
countries? As the direct effects of education and health care on growth
are likely to be long term, the relatively short-term growth effects that
are detected are unlikely to be due to the direct impact of these services.
A more likely route by which a government priority for social inclusion
might enhance growth is through its effects as a signal of government
intent. We have already come across a likely signaling effect: high lev-
els of military expenditure increase the risk of renewed conflict, perhaps
because the rebel organization interprets this as a lack of government
commitment to the peace settlement. Conversely, if the government at-
taches a high priority to inclusive social policies, this may be inter-
preted, not just by the rebel organization but by the wider population,
as the government actively honoring the spirit of the settlement. Be-
cause the risk of conflict renewal is so high in postconflict situations,
the private sector has to take this risk into account in its economic be-
havior, and it will obviously influence the decision of whether to invest
domestically in irreversible assets or to send wealth abroad, and this de-
cision matters for growth. Thus, by prioritizing social inclusion, the
government may indirectly reassure investors. This may account for the
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differential contribution of socially inclusive policies to growth in post-
conflict settings.

So far we have suggested that economic policy priorities should dif-
fer in postconflict situations, because both the starting point of poor
policies and the politics of reform are likely to be distinctive. We now
turn to a second reason: the economic inheritance is distinctive, in that
civil war leaves a legacy that determines priorities for action.

As discussed in chapter 1, civil war has various economic effects
beyond the overall decline in income. The most obvious is the de-
struction of physical assets such as the transport system. Beyond this,
economic activity is disrupted. Normal business often becomes more
uncertain, and so time horizons shorten. An important consequence
of this uncertainty is that economic behavior tends to become more
opportunistic: people have fewer incentives to build a reputation for
honest dealing. In addition to destruction and disruption, assets and
skilled people are diverted abroad. Finally, a retreat into subsistence ac-
tivities occurs as other activities decline in response to uncertainty and
predation.

These distinctive effects of conflict determine some of the postcon-
flict policy priorities. The returns to early rehabilitation of key infra-
structure destroyed during the conflict can be extremely high. For ex-
ample, estimates indicate that World Bank road projects in the early
postcontflict phase in Uganda had a rate of return of around 40 percent.
The restoration of transport connections is also important for reinte-
grating the rural subsistence economy into the market.

The disruption and the high level of opportunism create both pri-
orities and constraints. For example, property rights have become con-
fused in some postconflict situations: owners have fled and people
without good title have seized or occupied their property. In these cir-
cumstances opportunistic claims flourish. Until property rights have
been clarified reviving investment is difficult, and without deliberate
action, the process of settling disputed claims can take many years. A
priority is for the government to set up a fast-track process for resolv-
ing claims that involves setting an early time limit by which all claims
must be registered in order to be considered; however, high levels of op-
portunism constrain what the government can realistically do.

Often the conduct of the civil service and of such professionals as
lawyers and judges will have been undermined, and this limits the gov-



ernment’s ability to collect taxes and deliver public services. Under such
conditions the best approach may be to keep the government sector
atypically small until reasonable practices can be reestablished.

A major potential asset of the society is wealth held abroad. A prior-
ity is therefore to induce the repatriation of these funds. All capital
flight is likely to have been illegal, but it reflects two very different
processes. Some capital flight will be to hide the proceeds of large-scale
corruption. Other capital flight will simply reflect the prudent move-
ment of honestly acquired assets into a safer environment. During civil
war both of these occur on a significant scale, but they require quite dif-
ferent postconflict policies. The former should be tracked down, and
with the compliance of authorities in the industrial countries the funds
should be forcibly repatriated. The latter, which probably accounts for
the bulk of money abroad, should be induced to return voluntarily.
One way to encourage repatriation is by keeping the exchange rate
competitive: a wide gap between the official exchange rate and that on
the parallel market is a powerful driver of capital flight. Other signifi-
cant influences on the repatriation of capital are high indebtedness,
poor economic policies as measured by the CPIA, and political insta-
bility (Collier, Hoeffler, and Pattillo 2002).

Aid in Postconflict Situations Donors typically curtail aid flows dur-
ing a civil war. Various factors determine such flows, such as the eco-
nomic policy of the recipient government, its per capita income, and its
population. The decline in aid flows during conflict is partly a response
to deteriorating policy: on average each one-point reduction in the
CPIA reduces aid by around 0.3 percent of GDP. However, the deteri-
oration in policy does not by itself account for the significant reduction
in aid. In addition, the longer the war lasts, the more aid declines. By
the end of a four-year war, aid will have declined by over half a per-
centage point of GDP simply due to this effect. How do donors re-
spond to the restoration of peace?

In the first couple of years postconflict donors substantially increase
aid; however, this is not sustained. By the third or fourth year postcon-
flict some signs suggest that aid is below normal levels, and toward the
end of the first decade it is more than one percentage point below nor-
mal levels. This overall pattern of aid allocation is readily intelligible. In
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the immediate postconflict period international publicity and goodwill
is considerable, and so donors are keen to be seen as involved. Some-
times donors provide funds out of resources dedicated to postconflict
uses, which, as new postconflict situations arise, are gradually diverted
to these new needs. For the aid programs to be sustained bureaucrati-
cally, the recipient country needs to become part of the donor’s normal
allocation mechanism, but during the conflict the original aid pro-
grams have eroded and the donor has allocated the funds to other
countries. Most donors do not have an automatic process whereby a
postconflict country becomes part of its core aid allocation. Further-
more, using aid effectively during the early postconflict years is ex-
tremely difficult, and donors can easily become disillusioned with the
country. For whatever reason, the pattern is that taking the first post-
conflict decade as a whole, aid is lower than if the country were not
postconflict. Within the decade the aid profile is an initial burst fol-
lowed by a gradual decline.

The pattern of donor contributions is thus distinctive in postconflict
situations. Is the contribution of aid to growth also distinctive in these
situations? The evidence suggests that aid during the postconflict pe-
riod is more effective than normal in raising growth. The effect is not
uniform: during the first two or three years of the postconflict decade
aid is no more effective than in normal situations, and by the end of the
decade it is also no more effective than normal. The high-impact phase
is during the middle four or five years of the decade, when it is much
more effective than normal. One way of expressing this is in terms of
absorptive capacity. Aid, like most other resources, is subject to dimin-
ishing returns: as more aid is put into a situation the additional contri-
bution of each dollar becomes smaller, and eventually the point of sat-
uration is reached beyond which further aid does not raise growth and
may even be damaging. During the middle phase of the postconflict
decade aid absorption capacity, that is, the amount of aid that a coun-
try can absorb productively, is approximately double normal.

The phase of super-effective aid turns out to account fully for the
growth spurt in postconflict economies. If a postconflict country did
not receive aid during the first decade, the growth analysis suggests that
it would completely miss out on the above normal growth phase. Note
that the original impetus for aid was postconflict recovery. The World
Bank’s original name is the Bank for Reconstruction and Development,
and its first task was to help restore the European economies after



World War II. Apparently this impetus was not misguided: aid has a
crucial role in postconflict recovery.

Yet aid policy as it has evolved over the past half-century has evi-
dently lost this original insight. Aid during the first postconflict decade
is insufficient, and it is also mistimed, coming in when the institutional
capacity to use it well is not yet in place and tapering out just as it
should be surging in. The donor community can surely do better.

Postconflict aid also provides an opportunity for credible enforce-
ment of peace agreements. Boyce (2002) argues that postconflict aid
could use conditionality to encourage governments to adopt policies
that secure the peace.

Reducing Risk Using Political and Military Strategies

Economic recovery helps to reduce the risk of renewed conflict, but
other policies are also important.

Disarmament and Demobilization The pace at which military forces
are demobilized varies widely, as does the attention paid to reintegrat-
ing soldiers into society. What do we now know that can guide these
decisions?

Disarmament, demobilization, and reintegration (DDR) involves a
chain of activities that normally begins with disarmament and ends
with ex-combatants (both government soldiers and members of an
armed opposition group) finding new, productive roles in civilian life.
The importance of this process is increasingly being recognized. The
1998 report of the UN secretary-general on “The Causes of Conflict
and the Promotion of Durable Peace and Sustainable Development in
Africa” cites the reintegration of ex-combatants and others into pro-
ductive society as one of the priorities of postconflict peace building.
DDR would help reduce conflict risk both through the direct effects of
decreased military expenditure and manpower and through the indirect
effects on growth and poverty reduction of budget reallocation and the
return of the labor force. A structured DDR process, which demobilizes
combatants in stages and emphasizes their ability to reintegrate into so-
ciety, may reduce the risk of ex-combatants turning to violent crime or
rejoining rebel groups in order to survive.
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The starting point for the whole process is political will among the
key parties: experience shows that no DDR will succeed if that is miss-
ing. In some cases the demobilized include ex-soldiers from a national
army as well as ex—rebel fighters with whom they have been at war, as
in Angola and Sierra Leone, while in other cases the demobilized are
soldiers from two warring national armies, as in the case of Eritrea and
Ethiopia. In all cases the timing of the demobilization efforts is critical:
the demobilization should start as soon as possible after the parties have
agreed to end the war; the different armies should be demobilized in
parallel; and the quartering of combatants waiting for discharge should
be as short as possible, only allowing for registration, health checks, and
so on.

While disarmament and demobilization are reasonably straightfor-
ward logistical operations, reintegration is a complex and long-term
process of coalescing groups with different backgrounds, experiences,
norms, expectations, and capacities. The process also has psychosocial
aspects, as most ex-combatants go through a process of adjusting their
attitudes and expectations, and many suffer from traumatic experiences
related to the war. Experience shows that successful reintegration de-
pends to a considerable extent on the support that ex-combatants re-
ceive from their families and communities. Strengthening the absorptive
capacity of the receiving communities is therefore an important part of
the reintegration process. In some cases, however, ex-combatants have
committed atrocities in or near their own communities and are often
unable to return to these communities, for example, in Mozambique
(Kingma 2002). Except under such circumstances, ex-combatants should
be allowed to freely choose the community in which they settle.

DDR is a sensitive process undertaken in an environment where the
sources of conflict often remain unresolved despite peace agreements,
and experience has given rise to lessons that may help avoid inadver-
tently fueling tension (Kingma 2002). The ongoing provision of infor-
mation about the process to the armed forces as well as to society at
large can counter rumors and unrealistic expectations, as can the use of
transparent criteria for selecting and phasing the groups to be demobi-
lized. Efficient support for reintegration requires targeted interventions
based on socioeconomic data for the ex-combatants. Knowledge of
their geographic origins, family situation, education, and past occupa-
tion greatly helps the planning of realistic reintegration support, which



normally includes access to training, employment opportunities, and
productive assistance (for instance, micro-credit).

Support levels should, however, be in line with assistance provided
to other reintegrating groups, such as the internally displaced or re-
turning refugees, many of whom may be more vulnerable than the ex-
combatants. In some conflict situations civilians view combatants as
robbers and rapists rather than as fighters for a just cause, and the pro-
vision of a higher level of reintegration support for ex-combatants than
for other groups is likely to provoke negative reactions. DDR activities
therefore need to be designed as an integral part of the broader postwar
recovery and peace-building process.

Maintaining a large army is expensive for the budget, denies the rest
of the economy part of the labor force, and, as noted earlier, appears to
increase the risks of further conflict. Nevertheless, governments are often
hesitant to demobilize soldiers for fear that they will be disruptive. Of
particular concern is the danger that demobilized soldiers will turn to
violent crime. This fear has some basis, because soldiers may have lost
their skills for other activities, or indeed, if they were recruited as child
soldiers they may never have had any other skills. Their time in the mil-
itary may have provided them with the skills and equipment for vio-
lence and desensitized them to its use. One study investigated the effects
of demobilizing soldiers in Uganda during the early 1990s, a policy that
the Ugandan public widely feared would lead to a crime wave (Collier
1994). Soldiers were returned to their home districts, but with large dif-
ferences between districts in the number of soldiers returned, and so the
study was able to determine whether any relationship existed between
changes in district-level crime rates and the number of soldiers demo-
bilized. Overall, despite the fears, the demobilization had no effect on
crime; however, prior to the demobilization all soldiers had been sur-
veyed to discover what access they had to income-earning possibilities.
Around 12 percent claimed to have no access to land, and these soldiers
were concentrated in a few districts. Demobilized soldiers with no ac-
cess to land significantly and substantially increased local crime rates.
Statistically, they were more than 100 times more likely to commit a
crime than the average Ugandan. A possible implication of this is that
efforts to help demobilized soldiers return to normal economic activity
need to be highly targeted. Most soldiers probably do not need much
assistance, but identifiable categories are likely to turn to crime.
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Diasporas Recall that the existence of a large diaspora living in rich
countries is an important risk factor in postconflict societies. This is
both a statistical result and is supported by evidence of how particular
diasporas have tended to support and finance violent political organi-
zations. How can policymakers respond to this risk?

One useful response is for donor agencies and postconflict govern-
ments to recognize the diasporas’ potential to play a productive role in
economic reconstruction. Diasporas in rich countries possess skills that
are in acutely short supply in postconflict situations. Furthermore,
many members of diasporas are often running businesses that could
provide useful trading opportunities. They are the part of the global
business community that is most knowledgeable about the country and
most prepared to undertake the risks of engagement. Business people
living abroad often go back to visit during early postconflict situations,
combining social and business opportunities. Governments are often
ineffective in harnessing this potential, and formalizing the use of the
diaspora may be helpful. For example, in postconflict Afghanistan the
government used the Internet to create a directory of skilled Afghans
living abroad, while postconflict Eritrea had a cabinet minister dedi-
cated to diaspora concerns. Diaspora organizations can be brought for-
mally into business recovery strategies by organizing visits home, and
can even be formally involved in the peace process. There may also be
scope for recruiting second-generation diasporas into service along the
lines of the Peace Corps, as Israel has effectively done for many years.
A diaspora can be a wasted asset unless its members maintain family
contacts. The new communications technology is well suited to this
purpose, yet some postconflict governments are hesitant to permit it on
security grounds. Any direct security benefits from curtailing commu-
nications may come at a high cost in terms of slowing recovery.

The donor community may also be able to encourage diasporas to
play a constructive economic role. Bilateral donors can make business
links with the diasporas living in their countries part of a postconflict
aid program. Multilateral agencies could arrange business forums, and
even design projects with an explicit role for diaspora organizations. For
example, a school enrollment program could seek diaspora assistance
for books, and even for volunteer teachers.

In conjunction with these greater opportunities for diasporas to play
a positive role in recovery, host governments in industrial countries
must recognize their responsibilities to ensure that diaspora organiza-



tions do not finance violence. For example, 7he Economist (2001) re-
ported that diaspora remittances to the Tamil Tigers were substantially
curtailed as governments tightened controls, and this may have assisted
in the substantial softening of the Tamil Tigers' demands, which has
greatly facilitated the peace process in Sri Lanka. September 11 has
brought home to North American diasporas what the financing of vio-
lence actually means.

Political Architecture Experience shows that democratic institutions
are extremely unstable in low-income countries dependent on primary
commodities. For this reason, empirical analyses fail to find any system-
atic risk-reducing effect of democracy in such countries. Democratic in-
stitutions are difficult to sustain unless all important actors accept that
resorting to physical force is unacceptable. Where the underlying factors
that predict a high risk of civil war are present, this is unlikely to be the
case. In many low-income countries reducing the risk of civil war is thus
a necessary precondition for democracy rather than the other way
round. Outbreaks of violence often follow on the heels of reversals from
democratic institutions. The external imposition of a set of unsustain-
able institutions without the commitment to defend them over the longer
term may prove to be counterproductive; however, there may be scope
for using aid conditionality to help stabilize new institutions over a
longer period (Lipset 1959; Przeworski and others 2000; Ross 2000).
One attempted solution to conflict in polarized nations has been
partition; however, multicultural nations are not inherently problem-
atic. Recall from chapter 3 that highly diverse societies are much safer
than polarized societies. Horowitz (1991) has proposed that instead of
partition, there might be scope for regional political integration, to
build larger, more complex multiethnic states (see also Sambanis 2000).

External Military Presence In many postconflict situations the UN,
a concerned neighbor, or the former colonial power provides peace-
keeping troops. Given the high risks of renewed conflict in the early
postconflict years, some form of military solution seems necessary. As
domestic military expenditure actually appears to increase the risks,
such a military presence should be external. Among external interven-
tions various options are possible: regional or extraregional, bilateral or
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international. Whatever forces are deployed, however, should be seen as
credible and should not be seen as a party in the conflict. Credibility de-
pends, in part, upon rules of engagement and willingness to use force.
For example, in Sierra Leone the RUF took a large UN force hostage,
because the former correctly perceived that it would not meet resis-
tance. By contrast, when a much smaller British force was deployed with
clear instructions to be prepared to fight, the RUF rapidly dissolved.

In Georgia a few Russian peacekeepers have managed to bottle up the
passions that fueled secessionist violence in South Ossetia and Abkhazia
from 1991 to 1993, and North Atlantic Treaty Organization (NATO)
military support was effective in helping the UN mission in eastern
Slavonia to implement its transitional authority mandate. U.S. military
intervention ended the war in Haiti, and U.S. monitors succeeded in
providing legitimacy and technical assistance during the Nicaraguan
elections of 1989, ending a 10-year-long war, much as international vol-
unteers did in the case of the Cambodian elections in 1993, which in-
stalled the first publicly elected government in that country’s history.

Yet every regional peacekeeping success story can be counterbal-
anced with a failure. Libyan intervention in Chad only exacerbated the
fighting in the 1980s, Iranian intervention in Iraq only intensified Iragi
violence against the Kurds, and a multinational peace enforcement mis-
sion led by the United States in Somalia created new fault lines among
previously cooperating warlords and escalated the violence in that coun-
try in the second half of the 1990s.

Regional, non-UN peacekeeping and peace building can be more ef-
fective than multilateral intervention. An important shortcoming of
multilateral peacekeeping by the UN is that the participants are engaged
in a coordination problem, and the possible defection from agreed ac-
tion by any participants creates gaps in the collective effort. The eco-
nomic costs of collective security arrangements are also substantial, and
infighting occurs over the distribution of these costs and the conse-
quences of intervention. By contrast, unilateral or regional intervention
occurs only if security concerns justify the economic costs of interven-
tion, and parties are likely to contribute to the degree to which their in-
terests are threatened. Regional organizations can provide useful instru-
ments for peace maintenance, and they can do so within the framework
of the UN Charter. Chapter VIII of the Charter discusses the regional
management of conflict. The idea behind this is that regional organiza-
tions are a better locus of activity because they are more familiar with the



region, they may have greater leverage with the parties, and they are less
likely to be impeded by the politics of the UN Security Council.
Security Council politics were an especially relevant consideration dur-
ing the Cold War. The rule of great power unanimity that gov-
erns Council voting often paralyzed the UN’s ability to intervene. Be-
tween 1946 and 1990 the great powers exercised their veto rights 279
times: the former Soviet Union did so 124 times, the United States
82 times, the United Kingdom 33 times, China 22 times, and France 18
times. However, from 1991 to 1995 they used the veto only 3 times (Rus-
sia twice and the United States once) and recorded only 20 abstentions
(which need not preclude a resolution on any matter before the council).
Thus in the post—Cold War period multilateral operations face fewer op-
erational and political constraints. Since 1989 the Security Council has
authorized 31 peacekeeping operations and adopted 145 resolutions
under Chapter VII of the UN Charter (enforcement, non-consent-based
action). By contrast, the council had authorized only 15 peacekeeping
operations and adopted 22 resolutions under Chapter VII during the
Cold War. In an environment of greater major power cooperation, re-
gional organizations may lose some of their advantages in relation to the
UN as an instrument for exercising collective security arrangements.
While regional organizations do have advantages and can help sup-
port the UN by constructing a network of institutions to implement
the Charter, they also have shortcomings. Establishing which regional
organization should intervene is often difficult because of ambiguity
regarding the concept of region, that is, is geography or politics the
determining factor (see Weiss 1998). An example is the public debate
about NATO’s involvement in the former Yugoslavia’s wars. A second
advantage of regional organizations may be that they can possess greater
institutional resources and technical knowledge than the UN’s peace-
keepers; however, this is not true for all regional organizations, and the
fact that their resources come directly from one or more hegemonic
states may create doubts about their impartiality during peacekeeping
operations. A related concern is that regional hegemons who could
provide the bulk of support in a regional organization may be directly
involved in the conflict. Furthermore, regional organizations’ interests
may be limited to regional—not global—stability, so that both their
strategies and goals may be different from the global interest. Thus,
while the use of regional organizations for conflict resolution has ad-
vantages, it also entails considerable limitations that perhaps account
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for the limited success of major regional organizations in maintaining
international peace and security.

Examining Trade-Offs between Growth and Peace

The government’s objectives in a postconflict situation need to be quite
different from those appropriate for a peaceful situation. In particular,
in view of the high risk of repeat conflict, policies for maintaining peace
should receive a much higher priority in postconflict situations than in
normal situations. This creates the potential for trade-offs between
policies that promote growth and those that promote peace.

Policies that promote economic recovery will, on the whole, reduce
risk. Recall that policy improvement, as defined by the World Bank, has
no overall tendency to create risks of conflict; however, there will clearly
be exceptions: some policies may raise growth but enhance either griev-
ances or opportunities for rebellion. Growth-promoting policies will
therefore need to be screened for such effects. Where a significant trade-
off exists, the government may need to give priority to policies for peace
building.

The most probable locations for the early stages of economic recov-
ery are the capital city of the country and the most developed region.
The most difficult regions to revive are likely to be those that the rebel
organization controlled. Market forces will therefore probably agglom-
erate activity in a way that is disadvantageous to the rebels. The return
to public economic expenditure is likely to be highest in those areas
where private activity is reviving most rapidly, and so is most con-
strained by a lack of publicly provided goods and services. Hence there
is likely to be a trade-off between the growth-maximizing geographic
distribution of public expenditure and a distribution that might be re-
garded as fair.

The economy will need the foreign exchange from reviving export ac-
tivities, but by far the easiest exports to encourage are likely to be those
obtained by natural resource extraction. These activities have location-
specific rents and are not as highly dependent on inputs as manufacturing,
Yet an expanded resource extraction sector risks generating all the prob-
lems previously discussed: financial opportunities for rebel groups, cor-
ruption in government, and exposure to macroeconomic shocks. Indeed,
the initial conflict may have been induced in part because the country was



heavily dependent on primary commodities; thus a long-term strategy for
diversification is desirable for peace building. A trade-off between the sec-
tor strategy that maximizes short-term growth and that which most re-
duces the risks of renewed conflict is therefore likely. A possible way out of
this trade-off is to give priority to transparent governance of the revenues
from natural resources and to establish institutions of scrutiny that are suf-
ficiently inclusive to be credible with opposition groups.

Sequencing Postconflict Policies

We have considered two groups of policies for restoring postconflict so-
cieties: measures to revive the economy, notably aid and policy reform;
and military interventions, notably demobilization and external peace-
keeping. Can we say anything about the appropriate sequencing of
these interventions?

The typical postconflict society begins peace with high risks of fur-
ther conflict and with a weak economy. Although much can be done to
revive the economy, recovery will inevitably take time. Indeed, the pace
of growth tends to quicken after being modest in the first three post-
conflict years. Aid is not especially effective during this early period, at
least in reviving growth, and any policy improvement is from a low
base. Hence neither aid, nor policy reform, nor any combination of
the two can reasonably be expected to deliver peace with any reliability
during these early years. Of course, some situations will be inherently
hopeful. Especially in middle-income countries, the risks of further
conflict may sometimes be quite limited, but for low-income countries
this postconflict phase will typically need a temporary intervention that
goes beyond effective strategies for economic development. This is the
phase during which external military intervention has a critical role to
play. Currently the UN typically sees postconflict interventions as two-
year operations. This may well be too short, as the economy will nor-
mally not have responded much by the end of two years.

The earliest that economic recovery can realistically hope to take over
the burden of maintaining the peace is by the middle of the first post-
conflict decade. During this period growth rates are atypically high and,
even more important, could be raised substantially more if aid were tar-
geted to this phase. At present aid is inadequate and mistimed. The
global response to postconflict situations should therefore evolve from
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military peacekeeping to aid during the first decade. Countries can and
must graduate from postconflict status.

We can simulate the effects of a well-used first decade on the risk of
conflict. Suppose that under the protection of military peacekeeping
a large and well-timed aid program, combined with rapid and well-
selected policy reforms, succeeds in raising the annual growth rate of
the economy by two percentage points and that this is sustained over
the decade. Suppose also that this enables the economy to diversify by
a relatively modest two percentage points of GDP out of primary com-
modity dependence. By the end of the decade the risk of conflict has
been halved from a 44 percent risk of conflict in the ensuing five years
to a 22 percent risk, that is, the country has more or less returned to
the level of risk faced by the group of marginalized countries that have
enjoyed sustained peace.

Beyond the first decade the challenge of risk reduction passes to the
country’s government. An external military presence cannot be contin-
ued indefinitely, nor can countries that have at some prior stage had a
conflict permanently preempt aid. The risks during the second decade
will be substantially lower if the country has put reasonable policies,
both economic and political, in place during the first decade.

Governments already tend to improve policies during the first
decade. As noted earlier, policies start the decade with a CPIA rating of
2.41 and end it with a rating of 3.05, slightly above the developing
country average, but this is not enough. Policy is a continuum, so no
critical threshold exists that must be attained; however, recall that the
dividing line between the marginalized countries and the successful de-
velopers was a sustained rating of 3.5; thus the typical postconflict
country is still short of reasonable policies after a decade of reform.
Some low-income postconflict countries have managed to implement
much more rapid policy reform, achieving policy scores of 4.0 by the
end of the first decade. A high policy score is associated with both faster
growth and a more diversified economy, both of which tend to reduce
risks. Suppose that by the end of the first decade the country had a pol-
icy score of 4.0. How would risks typically have evolved by the end of
a second decade of peace during which the country had maintained this
level of policy? The good policy environment raises the growth rate,
which results in a higher income level. Both the better policy and the
higher level of income in turn facilitate export diversification. Faster
growth, higher income, and greater diversification all contribute to



peace, reinforcing the pure effect of the passage of time, which itself
lowers the risk. Twenty years after the end of the conflict the risk of re-
newed conflict has fallen to 12 percent over the ensuing five years: the
society has effectively escaped the conflict trap.

Coping with the Health Crisis

As chapter 1 showed, civil war leaves a terrible legacy of health prob-
lems, and these require focused attention. The war destroys infrastruc-
ture, leaving the population in conditions that increase the risk of dis-
ease; squeezes the budget for the health system; and displaces people,
which again increases the risk of infectious diseases. Policies to address
this issue should take a long-term perspective, because refugees and
IDPs may stay away from their homes for long periods after the war
ends, yet current responses to humanitarian emergencies improve health
conditions only in the very short term.

International assistance usually invests money in bringing doctors to
devastated areas and refugees camps; however, the level of absenteeism
of doctors in areas difficult to access is around 45 percent (Chadhury
and Hammer 2002), and doctors stay in devastated areas only for short
periods. Therefore even though the emergency actions for devastated
areas are effective in the short term, the health problems remain in the
long term. International assistance agencies should rethink their poli-
cies to achieve sustainable improvements in health.

Doctors need to be given an incentive to do their job, and their pay
should reflect the difficulty of the job. The main problem of absen-
teeism has to do with incentives. Another approach could be to go out-
side the public sector and let nongovernmental organizations (NGOs)
do this job. Doctors working for NGOs typically do not show such high
levels of absenteeism; moreover, patients are more motivated and happy
with NGO doctors (Reinikka and Svensson 2002). Beyond this build-
ing an infrastructure to avoid the spread of infectious diseases such as
malaria and HIV is necessary that includes safe water, sanitation, and
paved roads. This should occur before public medical personnel are
brought into the region for long periods. Infrastructure is crucial to fa-
cilitate mobility and to ensure that professional staff will stay in the area.

IDPs should receive the same attention from the international com-
munity as refugees in asylum countries. IDPs suffer similar problems to

WHAT WORKS WHERE?

169



BREAKING THE CONFLICT TRAPD:

170

CIVIL WAR AND DEVELOPMENT POLICY

refugees in asylum camps, but their situation is worse because they do
not receive much humanitarian help. This increases mortality rates and
the spread of infectious diseases. The location of camps is crucial: many
have been set up far away from hospitals and safe water, which increases
the risk of infectious diseases. Moreover, camps are sometimes located
in areas extremely difficult to access. Before setting up any camp it
should be recognized that people may stay there for long periods after
the war has ended, and thus its location should be suitable for habita-
tion in the long run; however, many camps already exist and relocating
the millions of people involved is impossible. For these camps provid-
ing the basic infrastructure is important.

Another general recommendation is to have the community, whether
refugees or the internally displaced, participate in the construction of
public services. Services work better when the community contributes
to their cost.

HIV and Other Sexually Transmitted Diseases As discussed in chapter
1, civil wars create an environment for the spread of HIV/AIDS. Military
personnel tend to have high rates of STDs, including HIV. When sta-
tioned away from home, social controls to engage in sexual relationships
are lower and the risk of HIV infection is likely to be higher. Prostitution
around army bases also increases the spread of infection. In addition, the
incidence of rape often increases dramatically during war, with refugees
and displaced women and girls being particularly vulnerable. The de-
struction of the social and physical infrastructure during wartime con-
tributes to the spread of the disease. War also weakens the education sys-
tem, which makes the teaching of prevention more difficult.

The basic approach used to address this problem is to combine the
provision of information and support. Refugees can be provided with
appropriate education programs on transmission and prevention and
on the consequences of becoming infected to change their behavior.
This is the strategy the UNHCR has adopted in its plan for 2002-04,
and the Centre for Research on the Epidemiology of Disasters also em-
phasizes this approach. The refugee community can itself be used as a
support group, in that associations and groups in the camp can serve as
the vehicle to implement measures.

Soldiers also need targeted education programs. According to Elbe
(2002, p. 176): “The armed forces themselves should be involved in



combating the HIV/AIDS pandemic. In Africa these forces should be
encouraged to implement education programs that discuss the illness in
an open and serious manner, as well as work to reduce the stigma at-
tached to the illness. . .. Military leaders should reevaluate military
practices that expose soldiers to HIV transmission, making changes
where possible.”

Malaria Civil wars increase the incidence of malaria. The existence of
many migrants infected by the malaria parasite in the asylum country
also increases malaria transmission to citizens of the asylum country and
the contagion effect among refugees themselves.

Introducing protection measures and education programs in refugee
camps is possible. “Policies to control malaria will have to include many
activities that involve improving public awareness and modifying per-
sonal behavior” (Hammer 1993, p. 15). Associations and community
groups can be used as vehicles to implement these measures. Simply
giving bed nets directly to households is ineffective. A more effective
strategy is to give them to community organizations and let them en-
courage households to use them. In some cases camps can be located in
nonendemic areas. Sometimes discouraging people from crossing the
borders of endemic areas to avoid the spread of malaria in the asylum
country may also be possible.

Landmines Chapter 1 noted the legacy of landmines and how deaths
and injuries from them have recently been substantially curtailed. This
is an example of successful international public action. The decrease in
the number of landmine victims is due to the international ban of an-
tipersonnel mines in 1997, which resulted in the destruction of stock-
piles and a drastic decrease in the production of landmines and trade in
them. In addition, minesweeping operations have been extremely suc-
cessful in detecting and destroying mines in many countries.

Conclusion

OR 40 YEARS THE GLOBAL COMMUNITY HAS LARGELY IGNORED
civil war. Two attitudes underlie this neglect: “it’s not our prob-
lem” and “nothing can be done.”
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It’s Not Our Problem

Civil war does not just affect the participants. Through displacement
and disruption it affects the entire society; through spillovers such as
refugees and arms races it affects the entire region; and through drugs,
disease, and terrorism it affects rich countries. Behind the it’s-not-our-
problem response is a sense that both parties to a war are probably
to blame, and that they might as well come to their senses by fighting
it out among themselves. Such a view is seriously misguided, in that
sometimes the active participants in a civil war do well out of it. This
is one reason why civil wars last so long: the people whose decisions
determine events are not the ones who are hurting. Furthermore, while
in retrospect governments could always have done more to avert con-
flict, in poor, stagnant, and natural resource—abundant economies even
democratic and egalitarian governments face a high risk of rebellion.
Civil war 7s our problem.

Nothing Can Be Done

Civil war may be our problem, but if we can’t do anything about it, so
what? Underlying the nothing can be done view is an interpretation of
the causes of conflict that is both patronizing and misleading, that is,
that civil wars are caused by ancestral ethnic and religious hatreds. As
we have seen, whether a country is prone to civil war is related to more
mundane factors, such as the level of income, its structure, and its rate
of growth. A country’s ethnic and religious composition plays a part,
but its effect is ambiguous: highly diverse societies actually have a lower
risk of conflict than homogenous societies. While no single magic bul-
let policy will drastically reduce the global incidence of civil war, many
relatively simple policies would have significant effects and together
would have a major impact. The instruments of economic develop-
ment, properly combined and targeted, are an important part of the
quest for a more peaceful world.



CHAPTER SIX

An Agenda for

International Action

ITHOUT PURPOSIVE INTERNATIONAL

action the incidence of civil war will re-

main high. Based on past trends, global

growth will contribute little to a more

peaceful world. The rationale for inter-

national action is that more widespread
peace would confer global benefits. Civil wars inflict immense social
costs, but these costs are largely incidental to the combatants and lead-
ers who determine whether they start and end. For the countries di-
rectly affected, civil war is development in reverse. Hence a core part
of the international constituency for action to reduce the incidence of
civil war consists of those who support a reduction in global poverty;
however, the potential coalition for action is far larger than this core
group. Spillovers from civil wars adversely affect both the regions in
which they occur and, through drugs, disease, and terrorism, high-
income societies. Given these spillovers, the direct participants in a
conflict do not have the moral right to exclude consideration of its ef-
fects on the regional and global communities. Yet when Jonas Savimbi,
leader of the UNITA rebel group in Angola, decided to go back to war
in 1998, neither the adverse economic consequences for neighboring
countries, nor the role of Angolan territory as a transit point for coca
trafficking to Europe, is likely to have weighed heavily on his mind.
Likewise, when President Laurent Gbagbo of Cote d’Ivoire decided to
reject the peace settlement that had been agreed on between his gov-
ernment and rebels in January 2003, the likely health repercussions for
neighboring countries and the potential for engendering a haven for
global crime probably did not feature prominently in his calculations.
But they should in ours.
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The question is thus not whether the international community has
the right to intervene, but whether interventions are available that
are likely to be effective at a reasonable cost. Inaction is also expensive.
Several civil wars reached the point at which international military in-
tervention became unavoidable. For example, Bosnia, Cambodia, El
Salvador, Haiti, Rwanda, and Somalia cost outside powers a total of
US$85 billion (Brown and Rosecrance 1999). Other strategies do not
need to be cheap to be more cost-effective than this military option.
Chapter 5 reviewed both national and international policies organized
around the different categories of countries that were at risk of conflict.
This chapter assembles the most salient of the interventions that re-
quire some degree of international action.

Precedents for International Action

HE BACKGROUND FOR CONSIDERING INTERNATIONAL AC-

tion is the UN’s Monterrey Conference on Development Fi-

nance held in 2002, which produced consensus around the
principle of shared responsibilities. To substantially reduce the global
incidence of conflict, policy changes are critical both in the OECD
countries and in the marginalized, low-income, developing countries.
Monterrey is not just crying in the wind: the international community
has recently demonstrated an unprecedented capacity for collective ac-
tion. The Kimberley process, begun in 2000, has introduced regulation
into the diamonds trade, making it harder for rebel groups to obtain fi-
nancing from the extortion of diamond producers, and so has helped
to bring peace in Angola and Sierra Leone. The OECD-wide criminal-
ization of bribery of government officials has reduced the corrupting ef-
fect of natural resource rents upon governments. At a military level, the
international ban on antipersonnel landmines, adopted in 1997, has
already more than halved the number of casualties.

These three international initiatives are each significant changes in
the right direction. They demonstrate that international action is pos-
sible, and that it need not take an inordinate amount of time—for ex-
ample, the Kimberley process took only two years. The task now is to
identify a short list of feasible international actions that would cumu-
latively make a substantial difference. This chapter makes a start at such
an agenda. No single “magic bullet” policy will deliver global peace, but
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several policies are reasonably effective and mutually supporting. For
example, policies to reduce the risk of postconflict reversals comple-
ment policies to shorten conflicts. Yet even though policies make sense
as a complementary package, they do not need to be promoted as a
package. Different groups are already promoting particular component
reforms, and this is a realistic process of change. The rationale for pre-
senting policies as a package is that it can be helpful for each group to
see how its efforts can contribute to the bigger picture. As no one pol-
icy has magical effects, each individually is open to the charge that it
will not address the core of the conflict problem. While the simulations
in chapter 5 support the view that no single policy is decisive, this chap-
ter simulates a policy package and finds that it would more than halve
the global incidence of civil wars.

International Policies for Peace

E NOW FOCUS ON THREE OPPORTUNITIES FOR INTER-
national collective action: aid, the governance of natural re-
sources, and military interventions.

Aid

The World Bank is an aid agency, and so beginning our discussion of
an international agenda with the role of aid is appropriate. From the
perspective of reducing the global incidence of civil war, has the inter-
national community got aid right?

Providing Aid in Postconflict Situations One important respect in
which the international community has probably not got aid right is
during the first postconflict decade. Historically, aid has come in a rush
during the first couple of years of peace and then evaporated. Taking the
postconflict decade as a whole, aid has usually been lower than in non-
conflict situations. The latest evidence suggests that aid is particularly
effective in raising growth during the postconflict decade, but that it is
more effective in the middle of the decade than at the beginning. Aid in
postconflict situations should be much larger than it has usually been,
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but it should be phased in gradually. This would require significant, but
not impossible, changes in donors’ practices. The most straightforward
change would be to lengthen the period between the political commit-
ment of postconflict aid and its disbursement.

Retargeting Aid to Low-Income Countries A second respect in which
the international community has probably got aid wrong is in its alloca-
tion between countries. The risk of conflict is much higher in low-
income countries than in middle-income countries, but historically the
international community has allocated much aid to countries that are
not particularly poor. The motivations for this have been partly com-
mercial and geopolitical and partly an outcome of bureaucratic inertia.
As chapter 5 showed, growth is far more effective in reducing the global
incidence of civil war if it occurs in low-income countries. Here the con-
cern for a more peaceful world leads to the same conclusion as a concern
for more effective poverty reduction. The World Bank has led the way
here: its allocation of concessional development assistance (through In-
ternational Development Association funds) is much better targeted on
low-income countries than most bilateral programs. Fortunately, bilat-
eral programs are improving; for example, the new American Millen-
nium Challenge Account promises to be far more poverty-focused than
past U.S. Agency for International Development allocations.

Providing Aid in Environments of Poor Policies and Weak Gover-
nance A third respect in which the international community has
probably got aid wrong is in its composition. The countries most at risk
of civil war are those with both extremely low incomes and poor poli-
cies, institutions, and governance. In these environments conventional
aid programs have historically not been very successful. While policies,
institutions, and governance must be improved, the attempt to induce
reform through conditionality has largely failed to overcome the pow-
erful forces of inertia.

The World Bank, the United Nations Development Programme, and
the Development Assistance Committee of the OECD are currently
piloting an alternative approach, LICUS, which emphasizes a more
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informed approach to the political economy of reform (World Bank
2002b). This approach initially targets aid for capacity building at a few
relatively uncontentious reforms with quick payoffs, so that the latent
constituency for reform can gradually be built. Whereas in most situa-
tions donor coordination means that donors should each do different
things, in LICUS situations donors should do the same thing, that is,
reinforce efforts to break out of low-level equilibrium traps.

In postconflict situations, the LICUS approach is different. Post-
conflict situations are often politically ripe for rapid and extensive re-
forms, but what is acutely lacking is the technical capacity to design
and implement them. Hence part of the donor response should be to
strengthen technical capacity, for example, by financing the return of

skilled members of the diaspora.

Expanding Aid A fourth respect in which the international commu-
nity has probably not got aid right is in its overall scale. Even accepting
the argument that aid is relatively ineffective in environments of poor
policies, institutions, and governance, in many low-income countries
facing significant risks of conflict additional aid would significantly
raise growth and cumulatively make them safer societies.

Using Aid to Reinforce Existing Democratic Institutions A final re-
spect in which the international community has probably not got aid
right is its treatment of political change. Recall that in low-income
countries democracy is typically quite fragile, and that the very fragility
of political institutions is an important source of conflict risk. Histori-
cally, to the extent that bilateral donors have included political institu-
tions in their conditions, the focus has been on encouraging political
change. Understandable as this is, it may also be quite dangerous, as
well as being highly intrusive. An alternative approach is to attempt to
reinforce existing democratic institutions, where they exist, by condi-
tioning aid upon adherence to the country’s constitution. Conditioning
aid upon constitutionality is potentially stabilizing and is nonintrusive.
It mirrors attempts by some regional organizations to discourage un-
constitutional political change by withholding membership.
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International Governance of Natural Resources

Natural resource endowments offer the potential for poverty reduction,
but historically have often been associated with conflict, poor gover-
nance, and economic decline. The adverse effects of natural resource en-
dowments flow through several channels, and so several distinct global
interventions could all be helpful. The options discussed here are ex-
plored more fully in World Bank (2003).

Shutting Rebel Organizations Out of Markets The Kimberley process
is designed to shut rebel organizations out of the global market for
rough diamonds. It will have been effective even if rebels are still able to
sell the diamonds they extort from local producers, as long as the price
the rebels can get on the illicit market is driven to a deep discount. It is
too early to judge whether the Kimberley process will be a sustainable
success. If it proves ineffective, intergovernmental legislation will have
to reinforce the current private, voluntary agreement. Nevertheless, the
existence of such a private agreement demonstrates that all parties have
recognized the need for effective action. If, however, the Kimberley
process succeeds, then it could provide a model for the governance of
other commodities that inadvertently fund conflict, notably timber and
coltan. In this respect key international actions that will be needed over
the next year are to monitor and evaluate the Kimberley process. Paral-
lel to this, certification and tracking procedures can be prepared for tim-
ber and coltan (Crossin, Hayman and Taylor 2003; Sherman 2002).
Each commodity transaction has a financial counterpart. Just as at
some point in the chain of physical transactions a conflict diamond
switches from being illicit to licit, so at some point in the chain of fi-
nancial transactions money is laundered. Monitoring and investigating
the financial transactions may often be easier than tracking the physi-
cal transactions. Requiring official scrutiny of physical transactions at
some points, notably customs, in relation to information about coun-
terpart financial transactions may also be useful. Left to its own devices,
the international banking system is unlikely to provide the necessary
degree of scrutiny, as the pressures of competition encourage secrecy
and complicity rather than active scrutiny. By the early 1990s UNITA
reputedly held some US$4 billion on the New York financial market.
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In the wake of the September 11 terrorist attacks on the United
States significant moves are under way to require banks to know their
clients and to report doubtful transactions. The weakest links in this ef-
fort are the offshore havens, which often lack both the will and the ca-
pacity to police the banks that they register. Such havens are analogous
to territory outside the control of a recognized government, but they
are easily dealt with by the withdrawal of recognition as banking au-
thorities. Thus a key global action is to place an enforceable require-
ment of client knowledge and reporting upon banks, coupled with a
de-recognition process for banks and banking authorities that do not
comply (Winer and Roule 2003).

One practice that financed several rebel organizations during the
1990s was the sale of “war booty futures,” whereby a rebel organization
received finance up front in return for an entitlement to natural re-
source extraction in the future if the rebel organization succeeded in se-
curing territory (Ross 2002a, 2003). Reputable companies rightly view
this practice as unacceptable, but it nevertheless occurs on the fringes
of the corporate world. There is a strong case for making such transac-
tions criminal in the country in which the company is registered, anal-
ogous to the OECD agreement criminalizing international bribery.

A further way in which rebel organizations gain access to revenues
from natural resources is to threaten the companies involved in extrac-
tion with extortion and kidnapping. The financial flows from compa-
nies to rebel movements from these activities are considerable, and both
governments and civil society should discourage companies from oper-
ating in such conditions. The insurance industry has recently developed
products offering ransom insurance. The overall effect will obviously be
to increase the ransom payments demanded, and thus there is a good
case for banning ransom insurance. OECD governments should also
put their own house in order: they could undertake that they would not
use public money to pay ransoms to rebel movements, and corre-
spondingly, they could mandate that companies could not treat extor-
tion payments as tax deductible costs of doing business.

A final important source of rebel finance is from illicit primary
commodities, notably opium and coca. As discussed earlier, the current
regulatory environment makes territory outside the control of a recog-
nized government hugely profitable to the rebel group that controls it.
Just as the participants in civil wars have ignored the spillover effects on
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other societies, so have national drug policies in OECD societies. An-
tidrug policies could be redesigned in a number of ways that would re-
duce financial flows to rebel groups. For example, a combination of in-
creased penalties for illegal consumption and the creation of a legalized
supply for registered addicts would reduce the profitability of illegal
production.

Reducing Countries’ Exposure to Price Shocks A distinct reason
why countries dependent on natural resources and other primary com-
modities for their exports tend to have a record of conflict and poverty
is that they are exposed to shocks. The prices of primary commodities
are highly volatile, and periodically such countries face a crash in export
prices. Such large declines in export income in turn tend to produce
a contraction in aggregate output and severe pressure on the budget.
Episodes of rapid economic decline increase the risk of conflict, and
some evidence indicates that the output losses are persistent.

Governments of low-income, shock-prone countries face macroeco-
nomic management problems of a scale that the governments of in-
dustrial countries have not seen since the 1930s, yet they have basically
been left to cope on their own. “Photogenic” shocks, such as earth-
quakes or droughts, typically result in a massive donor response that is
sometimes even larger than the cost of the shock itself. Yet even though
price shocks are often much more devastating, they have not tended to
trigger any significant donor response. Until recently, the international
community had two instruments to address the problem: the Com-
pensatory Financing Facility of the IMF and the Stabex Facility of the
EU. For different reasons neither of these worked well, and both are
currently in abeyance. The Compensatory Financing Facility was a
nonconcessional borrowing facility, but for a country to borrow com-
mercially at the onset of a severe negative shock is usually unwise.
Meanwhile Stabex disbursements were so slow that they tended to ar-
rive during the subsequent price upturn.

The international community might consider three approaches to
cushioning shocks. First, the IMF could consider the case for a more
concessional facility triggered at times of severe price crashes. Second,
once the IMF had a system in place that signaled eligibility for such a
facility, it could function as a guide to the provision of grant finance by
bilateral donors, grants probably being the most appropriate cushion
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for large adverse shocks. Third, the World Bank could develop both
risk-pooling and risk-bearing facilities. For example, pooling the risks
oil exporters and oil importers face might be possible, because their
price risk is precisely offsetting. The Bank might also be able to act as
an intermediary between low-income governments and the derivatives
markets, basically taking on the burden of staff supervision to avoid the
maverick trader problem, which could otherwise be ruinous (Guillau-
mont 2003).

In addition to these means of cushioning shocks, the OECD coun-
tries should eliminate those features of their commercial policies that
inadvertently accentuate global price crashes. When domestic farmers
receive increased price subsidies in response to a crash in world prices—
such as the recent increase in the subsidy to American cotton farmers—
this depresses the price to cotton farmers in low-income countries.
Nobody wants this to happen, and low-income farmers in OECD coun-
tries do not wish to feel that they are profiting at the expense of their
even poorer counterparts. It is simply the consequence of a lazy and in-
competently designed approach to social protection. Similarly, tariff es-
calation is typical of the barriers that developing countries” exports face.
Tariffs on processed commodities are higher than on raw materials,
tending to lock exports into undiversified resource extraction. President
Jacques Chirac has recently taken up the theme of reducing exposure to
price shocks, urging the international financial institutions to devise
effective price cushioning instruments and proposing a moratorium
on commercial policies such as agricultural subsidies that increase price
volatility.

Increasing the Transparency of Natural Resource Revenues The
governments of low-income, resource-abundant countries have a strong
interest in the various proposals for international action. They are often
under threat from rebel organizations that receive finance from natural
resources and would be helped if such financing were curtailed, and they
are periodically hit by export price crashes and would benefit from in-
struments that reduced and cushioned these shocks. As in the Monter-
rey consensus, however, they have counterpart responsibilities to demon-
strate that their revenues from natural resources are well used. As seen
earlier, one of the major threats such governments face is from the vio-
lent secession of resource-rich regions, and the best defense against this
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is likely to be credible scrutiny of how revenues are used. In addition, for
resources to be well used is not enough in the many situations where the
government is not fully trusted, and so it will need to convince doubters
by establishing a credible, independent process of verification.

In essence, what is required is an international template for the ac-
ceptable governance of natural resource revenues to which a govern-
ment with significant revenues could chose to subscribe (Lunde and
Swanson 2003). Such a template would have five elements. First, host
governments should require international companies in the extractive
industries operating in the country to report payments in sufficient
detail to permit internationally comparable accounting of natural re-
source revenue payments to governments. Such reporting could be
either to the general public, as envisaged in the “publish what you pay”
campaign launched by Global Witness and George Soros, or to a
trusted independent authority such as the international financial insti-
tutions. Second, the government should require that national resource
extraction companies, whether private or government owned, should
report on the same basis. Third, the government should undertake to
report its receipts from all the foregoing sources. Fourth, an indepen-
dent authority, such as the international financial institutions, should
collate the reported information, attempt to reconcile payments and
receipts, integrate the net government revenue figure with standard
budget information on revenues and expenditures, and publish the re-
sults on an annual basis. A possible division of labor here would be for
the World Bank to collate, reconcile, and aggregate the data from com-
panies, while the IMF would integrate the net revenue figure into the
budget data it already scrutinizes under its routine annual consultations
with governments as mandated under its Article IV. Fifth, the govern-
ment should designate, and if necessary establish, credible domestic in-
stitutions of scrutiny, such as parliamentary committees, or ad hoc en-
tities that include civil society as in Chad, to which the international
financial institutions could report the information. Such reports should
avoid obscurantist, technocratic jargon. Prime Minister Tony Blair has
launched an initiative along these lines.

Attracting More Reputable Resource Extraction Companies Some
low-income countries are facing severe difficulties in attracting rep-
utable resource extraction companies. If the effect of greater interna-
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tional public scrutiny on resource extraction was that reputable com-
panies withdrew from difficult environments to be replaced by fly-by-
night operations, then global efforts would have been counterproduc-
tive. Survey evidence suggests that the two main impediments deterring
good companies are the risk to their reputations and the political risk
of unreasonable treatment. The template concept described earlier has
the potential to address both these risks (Bray 2003).

One success of the Chad-Cameroon pipeline model of improved
governance of natural resource revenues was that it provided interna-
tional companies with a degree of reputational protection. The inter-
national financial institutions in effect certified the governance struc-
ture as acceptable. The introduction of a more standardized template
for appropriate governance, and its adoption by governments interested
in attracting reputable companies, would provide a much higher degree
of reputational cover. Such a template also has the potential to address
political risk. At present, the insurance entities that supply cover for
political risks, notably the Multilateral Investment Guarantee Agency
(MIGA), which is part of the World Bank Group, have to assess each
governance situation on an ad hoc basis. If governments subscribed to
the good governance template, this would be pertinent information for
MIGA and other insurers. MIGA might be able to provide a formal un-
dertaking that proposals for investment in signatory countries would
receive more favorable treatment in relation to risk assessment than
proposals for investment in other countries.

Tightening Scrutiny of lllicit Payments The proposed template is in-
tended to provide convincing evidence that legitimate payments from
companies to governments are properly used. Illicit payments by natu-
ral resource extraction companies to bribe people of influence are a dif-
ferent problem. The OECD agreement to criminalize such payments is
a start toward curbing them; however, bribes to officials can be dis-
guised as “facilitation payments” to companies controlled by their rela-
tives, and so complementary efforts are required. Some resource ex-
traction companies have now unilaterally undertaken not to make such
facilitation payments.

For the industry to determine the precise boundary between legiti-
mate and illegitimate payments and embed this in corporate rules of
behavior is surely desirable; however, the international banking system
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also has an important role. The family of President Sani Abacha was
able to deposit sums absurdly in excess of his presidential salary, evi-
dently corruptly siphoned off from Nigerian oil revenues, in reputable
international banks. Banks now have somewhat greater responsibility
to know their clients and to report suspect receipts. Cooperation is also
beginning to increase in repatriating corrupt money. Nevertheless,
there is scope for much tighter reinforcement of antibribery legislation
on the part of the international banking system.

In some cases increased scrutiny will reveal information about in-
cumbent officials and politicians. In a few cases such politicians may
be so elevated as to be above their own national law. Consider, for ex-
ample, the limited options available to Nigerian society had the scale of
President Abacha’s corruption been publicly exposed while he was still
in power. In such cases the international community has some respon-
sibility to impose penalties that inconvenience the guilty party without
inflicting suffering upon the society. The UN has been developing
sanctions that offer some scope for such a targeted approach toward
penalties (Cortright and Lopez 2002; Le Billon 2003).

Military Expenditures and Interventions

Coordinating Reductions in Military Spending One of the impor-
tant routes by which a conflict in one country adversely affects neigh-
boring countries is through neighborhood arms races. In response to
the risk of civil war, and even more in response to its actual occurrence,
the concerned government sharply increases its military expenditure.
Neighbors tend to copy this increase for various reasons. Postconflict,
countries tend to get locked into this high level of expenditure for
many years. The research underlying this report has found that high
military expenditure is normally ineffective in deterring rebellion, and
that in postconflict situations it is significantly counterproductive and
actually increases the risk of renewed conflict. Hence all concerned par-
ties have an interest in curtailing military spending; however, because
one motive for military spending is protection from neighbors, reduc-
ing spending in an uncoordinated way is difficult.

A possible solution to this coordination problem is for regional polit-
ical organizations to join forces with the international financial institu-
tions to offer their services as honest brokers. The regional organizations



AN AGENDA FOR INTERNATIONAL ACTION

can facilitate the necessary political cooperation between neighbors,
while the international financial institutions can provide an impartial
scrutiny process to ensure that agreed spending reductions actually
occur. In the past the World Bank’s routine public expenditure reviews
have politely skirted round military spending, but there is a robust, non-
political case for thorough scrutiny. In the absence of such coordinated
efforts, the continuing postconflict military burden can come to exceed
the costs incurred during the war itself.

Sequencing Military Interventions with Aid and Reform This report
has placed considerable emphasis upon the conflict trap: postconflict
situations carry high risks of further conflict. In the first few years after
conflict the risks are often so high, and the scope for accelerated eco-
nomic recovery so modest, that external military peacekeeping is prob-
ably essential. International relations experts emphasize that such in-
terventions are most credible if they are by parties that have a direct and
long-term interest in sustaining peace in the country.

The most challenging task is to sequence such military intervention
with development strategies in a way that avoids gap periods of excep-
tionally high risk. Obviously each situation must be evaluated individ-
ually, but as an approximate guide, even a large and well-timed aid
program will not produce a substantial growth spurt until around the
fifth postconflict year. Rapid policy and institutional reform should be
started immediately after peace has been established, and capacity-
building aid will probably be needed for this. However, given the typ-
ical poor starting point, reform is unlikely to deliver an environment
that can sustain rapid growth without aid until around the end of the
postconflict decade. In particular, evidence indicates that democratic
institutions are fragile in low-income countries and that this fragility
increases the risk of conflict. This suggests that the international com-
munity should be wary of imposing an apparently “appropriate” con-
stitutional design during a peace settlement, sending in troops and big
aid for the first two years of peace, and then withdrawing militarily and
financially and hoping for the best. The military commitment should
be for longer. The aid commitment should be later and larger and con-
ditioned upon the maintenance of political institutions. A critical post-
conflict stage is the first election, typically in the fourth or fifth year of
peace. This is a further reason why aid should be peaking around this
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time, rather than being in steep decline as has often been the case. The
emphasis on policy reform should be continuous over the decade and
give priority to policies for social inclusion.

Conclusion: A New Goal for 2015?

HE PROPOSED AGENDA FOR INTERNATIONAL ACTION HAS

three building blocks: better use of aid, improved governance of

natural resources, and enhanced coordination of military and de-
velopmental strategies during the postconflict period. This is by no means
an exhaustive agenda, and chapter 5 discussed several other policies; how-
ever, being comprehensive and being focused involves a trade-off.

If the proposed package were implemented, how would it help to re-
duce the global incidence of civil war? First, fewer of the low-income,
weak policy countries that we have referred to as marginalized would
fall into conflict. These are a minority of the developing world, and ac-
count for only around 1.1 billion people, but they are an important
part of the conflict problem. Providing a larger amount of aid, focus-
ing more strongly on policy reform, cushioning large external shocks,
reducing military spending, and increasing the transparency of natural
resource revenues would all raise growth. Faster growth, combined with
more credible scrutiny of how revenue is used, would reduce disaffec-
tion. Other measures to improve the governance of global markets in
natural resources would make acquiring finance more difficult for rebel
movements.

Second, conflicts would be shorter. Rebel organizations would be
weaker because of reduced finance, and socially inclusive policies would
have a similar effect: more equal societies tend to have shorter conflicts.

Third, once out of a conflict, countries would be less likely to re-
lapse. Better aid, better coordination with military intervention, and
faster policy reform would improve opportunities for reconstruction
during the first postconflict decade. Greater attention would be paid to
the stability of political institutions, to the transparent governance of
natural resource revenues, and to the regional de-escalation of military
spending.

Between them these three consequences of the proposed package
would probably have a major impact on the global incidence of civil
war. Around 85 percent of new civil wars are either the marginalized



AN AGENDA FOR INTERNATIONAL ACTION

countries falling into conflict or postconflict countries relapsing. This
is why global growth alone is insufficient to tackle the problem: these
are the countries that have largely missed out on global growth. How
big an effect could we hope for? Any estimates are speculative, but the
simulations in chapter 5 started from a baseline incidence of civil war
of 10.7 percent: at any one time, roughly 1 country in 10 is embroiled
in a civil war. The analysis of the effect of an additional and sustained
3 percent growth in the marginalized countries predicted a reduction in
the incidence of war by 4.7 percentage points. During the 1990s the
aggregate per capita GDP of this group declined by around 1 percent
per year, so that an additional 3 percent would be a dramatic turn-
around, but would not imply growth rates that are spectacularly high
in absolute terms. If the duration of conflict could be shortened by
about a year, the incidence would fall by around 1.7 percentage points.
If the risk of postconflict relapse could be halved, this would reduce the
incidence by 2.4 percentage points. As a package the three effects
would more than halve the global incidence of civil war (Figure 6.1).
As with most developmental policies, realizing their full effects takes
time; however, by 2015—the timetable for the Millennium Develop-
ment Goals—the global incidence of conflict could at least be halved,

Figure 6.1 The contribution of the policy package to peace

Predicted incidence (percent)

12 -
10.7%

I High-income countries
g | B Middle-income countries

Low-income countries

4.6%
* I
0
Baseline Faster growth in

stagnant countries,
shorter conflicts, lower
conflict recurrence

Note: The simulation is based on the model presented in figure 4.12. See appendix 1 for details.
Source: Based on a revised version of Collier and Hoeffler (2002c).
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analogous to the overarching Millennium Development Goal of halv-
ing poverty. Peace is not officially included as a Millennium Develop-
ment Goal, yet at the minimum it is important as an instrument for at-
taining these goals. More reasonably, and in view of the spillover effects
of conflict, peace can be seen as a core objective of the international
community. Potentially, the international community could adopt the
same approach to reducing the incidence of civil war as it has to the ob-
jective of reducing world poverty. It could set a target, such as halving
the incidence of civil war by 2015; adopt a strategy; and monitor the
outcomes. Monitoring the incidence of civil war is easier than moni-
toring global poverty. Feasible strategies are available that if imple-
mented are likely to make the target attainable.

International cooperation is always difficult, but since the mid-
1990s the international community has achieved cooperation for re-
lated policies. Given the terrible global cost of civil war we may wish
that it had pursued such efforts more vigorously.
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Methods and Data

Data Set and Model

chapters 3—5 are based mainly on the logistic regression analy-

sis reported in tables 3 and 5 in Collier and Hoeffler (2002¢).
The data set used is global, spans the years 1960-99, and covers 161
countries. We divide the data series into eight subperiods, 1960-64,
1965-69, ..., 1995-99.

In our regressions we estimate the probability of a war breaking out

THE FIGURES AND PROBABILITY ESTIMATES PRESENTED IN

during a five-year period, and the model can be written in the follow-
ing general form:

Vy=a+bX;, +cM;, | +dZ; +u,, (A1.1)
where #and 7 are time and country indicators. The dependent variable
is a dummy variable indicating whether a war broke out during the
five-year period, so that Y, is the log odds of war. The explanatory vari-
ables are either measured at the beginning of the period (the Xvariables
in equation (A1.1), for example, income per capita, primary commod-
ity exports/gross domestic product [GDP], population), or during the
previous five-year period (the A variables, for instance, per capita in-
come growth), or are time invariant or changing slowly over time (the
Z variables, for example, social fractionalization).

The expected probability p;, of a war breaking out can be calculated
by using the estimated coefficients obtained from equation (A1.1):

‘2+éXir +CAMZ'J71 +dAZl =\/@;t (AIZ)

189



BREAKING THE CONFLICT TRAP: CIVIL WAR AND DEVELOPMENT POLICY

190

e ‘Vit

iy = ———100 (A1.3)
' (1+eW"’)

We calculate probabilities for hypothetical observations. For exam-

ple, we find the average values for X i M. V4 ; for a subgroup of

;=1
countries and take this to be a typical country within the subgroup. We
then calculate p;, by applying equation (A1.3). For the policy simula-
tions in chapter 3 we used the probability for the average developing
country as a baseline.

For figure 3.1 we used the actual values of social fractionalization
and ethnic dominance and the average values for each observation to
predict the risk of civil war.

Figures 3.3(a) and 3.3(b) are based on a model extending the analy-
sis in Collier and Hoeffler (2002c). Details are available on request.

Figure 3.6 is based on a military expenditure function where the risk
of civil war breaking out is one of the explanatory variables. Details
are presented in Collier and Hoeftler (2002d). Details are available on
request.

Figure 3.7 uses the formula for calculating expected probabilities
shown above, based on model 11, table 5, in Collier and Hoeffler
(2002¢). In the typical low-income country, primary commodity exports
have a value of 15 percent of GDP. Such a country is represented in the
middle column in the figure. The other columns represent calculations
made using different values for primary commodity exports/ GDP ratios.

The chances of peace depicted in figures 3.8 and 3.9 show the prob-
ability of a war ending in the first, second, and so on year, as estimated
in an exponential regression model with period and time dummies as
the only explanatory variables. For details see Collier, Hoeffler, and
Séderbom (2003).

For figure 3.10 we used the average values for the five-year observa-
tions during which a war broke out and the average values for the five-
year observations during which a war ended.

In figure 3.11 we use a model presented in Collier and Hoeffler
(2002c¢) in which the diaspora is an explanatory variable (table 3, model
6). In the first column we use the average value of the diaspora (1.3
percent), and in the second column we assume a diaspora 10 times as

large.
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Figure 3.12 uses a regression model presented in Collier and Hoef-
fler (2002a) showing that military expenditure increases the risk of re-
newed conflict in postconflict societies.

The self-sustaining level of civil war is the steady-state distribution
of a first-order Markov chain. Denote the annual probability of war ini-
tiation as w and the annual probability of war termination as ». These
two probabilities form the following transition matrix:

1-w w
T =

v 1-v

The distribution vector 4, | of countries in war and in peace at time
t+ 1 is the product of this transition matrix and the distribution vec-
tor d, at #:

1-—w w Z,

17 i
v 1-v l—zt

where the incidence or level 7, is the number /, of countries at war di-
vided by all countries V,. If the annual probabilities are constant, the
incidence of war will converge to a self-sustaining level, s = w/(w + v)
(Taylor and Karlin 1998), where the number of countries exiting war
equals the number entering war. In the Gleditsch and others (2002)
dataset, the annual probability of war initiation is 0.016 and the aver-
age annual probability of war termination is 0.1233, giving a self-
sustaining level of s = 0.115.

Figure 4.2 plots the incidence of war at #= 1950, 1951, ..., 2020
obtained by subsequent multiplications of the transition vector and the
incidence for the previous year. The incidence in 1950 was 0.075, and
the figure simulates the convergence toward the steady-state incidence.
If M, countries become independent countries at year ¢ they are as-
sumed to be at peace the first year, and the simulated incidence is ad-
justed to z';. =LIN,+ M, where 1 is the number of countries estimated
to be at war at «

Figure 4.4 shows the self-sustaining incidence for each decade based
on the transition probabilities observed in each of these decades. The ob-
served incidence (figure 4.1) does not correspond to the self-sustaining
levels, because the convergence takes many years.

METHODS AND DATA
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Figures 4.5 decomposes the log odds of civil war for a typical coun-
try in 1995 (expressed as a ratio to the log odds of a typical country in
1965) into the effect of individual variables by computing 3,(X), 995 —
X}, 1965) for each variable. A version of model 5-11 presented in Collier
and Hoeffler (2002¢) with a decaying function of peacetime was used
for this figure and figures 4.10—4.12.

Figure 4.7 compares the average marginalized country with the av-
erage successful developer in the same manner.

Figure 4.8 sets the estimated log odds of civil war for high-income
countries as the baseline, and plots the log odds of the average margin-
alized country and the average successful developer assuming that in-
come changes at the specified annual rates.

Figure 4.6 does the same for the income and period dummies in the
duration model (Collier, Hoeffler, and Séderbom, 2003), setting the
estimated hazard of war termination in the 1960s as 1.

Figure 4.9 shows the estimated log odds of civil war outbreak for the
specified categories relative to the estimated log odds for a country with
no recent war.

Figure 4.11 decomposes the ratio of the odds of the typical post-
conflict marginalized country to the typical no conflict marginalized
country in the same way as Figure 4.5.

To produce figures 4.10, 4.12, 4.13, and the figures in chapter 5 and
6, we divided countries into three categories: Those at war (denoted
with w); peace countries, defined as countries that had not been at war
for the last 10 years (p); and postcontflict countries, defined as countries
that had ended a civil war less than 10 years before the year of obser-
vation (z). With three states the transition matrix has nine transition
probabilities: the probability p  of going from a state of war to war,
the probability p of going from a state of war to a postconflict state,
and so on. The transition matrix is then

pww pwz 0
L=\ba P Py
w0 2y
Two of these transition probabilities are by definition 0: countries

cannot go directly from war to peace and from peace to postconflict.
We estimated each of these transition probabilities for the typical mar-
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ginalized country, the typical successful developer, and for high-income
countries. We assumed the probability of reversion to war from the
postconflict state to be constant over the 10 years even if model 4 as-
sumes this probability to be steadily decreasing over time. We used the
estimated probability for the average time since the end of the war for
the postconflict group. The probability of transition from postconflict
to peace was assumed to be 0.1(1 — p, ) if a country does not revert to
war. The probability that the year of observation is the last year of the
postcontflict period is 0.1.

Based on these transition probabilities, we estimated the steady-state
distribution over these three states for each of these three subgroups.
The box in figure 4.12 labeled “successful developers at peace” shows
the number of successful developers at peace in equilibrium (93 percent
of 71 countries). The boxes labeled “active conflict” and “postconflict”
show the total number of countries at war and in the postconflict state
in all three country groups. The arrows show the number of countries
transiting from one state to another. These figures are computed as the
transition probability times the number of countries in the initial state.
For instance, the probability for marginalized countries of going from
peace to active conflict is estimated to be 0.022. In the estimated steady
state, 32 of the 52 marginalized countries are at peace, and 0.022*32 =
0.7 countries are going into conflict per year. The arrows between the
active conflict and postconflict boxes add the estimated number of
transitions of countries of all three groups.

Given the estimated steady-state distributions, we obtained the esti-
mated incidence of (active) war. Figures 5.1-5.5 and 6.1 show the in-
cidence for the baseline (based on predicted probabilities for the aver-
age country in each group in 1990-99) compared with the incidence
predicted when the underlying variables are altered as specified.

Data Sources
Diaspora

We used data on the foreign-born population from the U.S. Bureau of
the Census and divided these numbers by the total population in the
country of origin (see http://www.census.gov/population/).
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Ethnic Dominance

Using ethno-linguistic data from the original data source (USSR 1964)
we calculated an indicator of ethnic dominance. This variable takes the
value of 1 if a single ethno-linguistic group makes up 45 to 90 percent
of the total population and 0 otherwise. We would like to thank Tomila
Lankina for the translation of the original data source.

GDP Per Capita

We measure income as real purchasing power parity-adjusted GDP per
capita. The primary dataset is the Penn World Tables 5.6 (Summers and
Heston 1991). Since the data are only available for 1960-92, we used
the growth rates of real purchasing power parity-adjusted GDP per
capita data from the World Development Indicarors (World Bank 2002a)
to obtain income data for the 1990s.

Geographic Dispersion of the Population

We constructed a dispersion index of the population on a country-by-
country basis. Based on population data for cells of 400 square kilo-
meters we generated a Gini coefficient of population dispersion for
each country. A value of 0 indicates that the population is evenly dis-
tributed across the country and a value of 1 indicates that the total pop-
ulation is concentrated in one area. Data are available for 1990 and
1995. For years prior to 1990 we used the 1990 data. We would like to
thank Uwe Deichman of the World Bank’s Geographic Information
System Unit for generating these data. He used data from the Center
for International Earth Science Information Network, Columbia Uni-
versity; the International Food Policy Research Institute; the World Re-
sources Institute; and Gridded Population of the World.

Peace Duration

This variable measures the length of the peace period (in months) since
the end of the previous civil war. For countries that never experienced
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a civil war we measure the peace period since the end of World War II.
In chapter 4 we used a decaying function of peacetime: exp(—peace
duration/24).

Population

Population measures the total population. The data source is the World
Development Indicators (World Bank 2002a).

Primary Commodity Exports/GDP

The ratio of primary commodity exports to GDP proxies the abun-
dance of natural resources. The data on primary commodity exports
and GDP were obtained from the World Bank. Export and GDP data

are measured in current U.S. dollars.

Social, Ethno-linguistic, and Religious Fractionalization

We proxy social fractionalization in a combined measure of ethnic and
religious fractionalization. Ethnic fractionalization is measured by the
ethno-linguistic fractionalization index. It measures the probability that
two randomly drawn individuals from a given country do not speak the
same language. Data are only available for 1960. In the economics lit-
erature this measure was first used by Mauro (1995). Using data from
Barrett (1982) on religious affiliations we constructed an analogous re-
ligious fractionalization index. Following Barro (1997) we aggregated
the various religious affiliations into nine categories: Catholic, Protes-
tant, Muslim, Jew, Hindu, Buddhist, Eastern religions (other than
Buddhist), indigenous religions, and no religious affiliation.

The fractionalization indexes range from 0 to 100. A value of 0 in-
dicates that the society is completely homogenous, whereas a value of
100 characterizes a completely heterogeneous society.

We calculated our social fractionalization index as the product of the
ethno-linguistic fractionalization and the religious fractionalization in-
dexes plus the ethno-linguistic or the religious fractionalization index,
whichever is the greater. By adding either index we avoid classifying a
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country as homogenous (a value of 0) if the country is ethnically ho-
mogenous but religiously diverse or vice versa.

War Start

We use mainly the data collected by Small and Singer (1982) and
Singer and Small (1994). War start is a dummy variable. It takes a value
of 1 if the country was at peace at the beginning of the period and war
broke out during the following five years. If the country remained at
peace during the entire period we record a value of 0. A missing value
is recorded if the country was at war at the beginning of the period. We
record 78 outbreaks of civil war, but cannot use all these observations
in our regressions because of missing data for some of the explanatory
variables.
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A Selected Bibliography
of Studies of Civil War

and Rebellion

HE LITERATURE ON CIVIL WAR IS EXTENSIVE AND

dates back at least to Hobbes (1660) and Hutcheson

(1755). In the modern economics literature Tullock

(1974) made the seminal contribution. Below is a

collection of central contributions and broad litera-

ture reviews grouped into core topics. Many of the
works listed are also relevant to other subjects.

Economic Factors
Economic Motives

Blomberg and Hess 2002; Brough and Elliott 1989, 1999; Collier
1998, 2000; Collier and Hoeffler 2002c; Collier and Sambanis 2002;
De Soto 1989; Garfinkel and Skaperdas 1996; Grossman 1991, 1995;
Hirshleifer 1978, 1987, 1988, 1991a,b, 1995a,b, 2001; Kuran 1989,
1995; Lichbach 1995; Mehlum, Moene, and Torvik 2002; Olson 1982;
Sandler 2000; Silver 1974; Skaperdas 2002; Tullock 1971, 1974.

Economic Effects of Civil War

Blomberg and Hess 2002; Brogan 1951; Brown and Rosecrance 1999;
Collier 1999; Murdoch and Sandler 2002a,b.
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Foreign Aid and Conflict

Anderson 1990; Collier and Hoeffler 2002a,b; Grossman 1992; Pren-
dergast 1996.

Inequality and Conflict

Hegre, Gissinger, and Gleditsch 2003; Lichbach 1989; Muller 1985;
Muller and Seligson 1987.

Resource Scarcity and Abundance

Bichler and Spillmann 1996; Buhaug and Gates 2002; Collier and
Hoeffler 2002¢; de Soysa 2002a,b; Hauge and Ellingsen 1998; Homer-
Dixon 1991; Klare 2001; Le Billon 2001; Le Billon, Sherman, and
Hartwell 2002; Reynal-Querol 2002a; Ross 2003.

Role of Ethnicity and Nationalism
Ethnic Conflict

Bates 2001; Brass 1997; Brubaker and Laitin 1998; Elbadawi and Sam-
banis 2002; Ellingsen 2000; Fearon and Laitin 1996; Gurr 1995;
Horowitz 1985; Mason 1984; Newman 1991; Olzak and Nagel 1986;
Vanhanen 1999; Varshney 2002.

Nationalism and Ethnicity

Anderson 1983; Connor 1994; Deutsch 1953; Gellner 1983; Hechter
2001; Ignatieff 1993; Smith 1991.

Secession and Self-Determination

Alesina and Spolaore 1997; Buchanan and Faith 1987; Horowitz 1991;
Kaufmann 1996; Marcouiller and Young 1995; Muller and Opp 1986;
Sambanis 2000; Tullock 1985.
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Anatomy of Rebellion
Strategic Logic of Rebellion and Repression

Davenport 1999; DeNardo 1995; Gates 2002; Gottschalk 1944; Gross-
man 1991, 1995; Hardin 1995; Hopper 1950; Kuran 1989; Lichbach
1995; Moore 1998; Muller and Weede 1990; Neumann 1949; Odom
1992; Posen 1993; Skaperdas 2001; Wintrobe 1998.

Form and Magnitude of Political Violence

Brass 1985; Brito and Intriligator 1988, 1990; Cartwright, Delorme,
and Wood 1985; Deutscher 1952; Kalyvas 2001; Palmer 1954.

Emotional Roots of Conflict

Ellwood 1905; Le Bon 1913; Petersen 2002; Riezler 1943.

Social Protest and Rebellion

Arendt 1965; Davies 1962; Gurr 1970; Hibbs 1973; Huntington
1968; Johnson 1964; McAdam, Tarrow, and Tilly 2000; Olson 1971,
1982; Tilly 1978; Tullock 1971, 1974.

Sociology of Revolution

Goldstone 2002; Goldstone, Gurr, and Moshiri 1991; Lasswell and
Kaplan 1955; Moore 1966; Skocpol 1987; Sorokin 1925.

Role of the State

State Weakness and Insurgency

Bates 2001; Brough and Elliott 1989, 1999; Esty and others 1995,
1998; Fearon and Laitin 2003; Herbst 2000; Leites and Wolf 1970;
Lichbach 1984; Odom 1992; Olson 1971, 1982; Tullock 1987.
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Democracy, Democratization, and Civil War

Esty and others 1998; Fearon and Laitin 2003; Hegre and others 2001;
Huntington 1968; Muller and Weede 1990; Reynal-Querol 2002b;
Snyder 2000; Wood 2000.

Development and Democratization

Burkhart and Lewis-Beck 1994; Dahl 1989; Huntington 1968; Lipset
1959; Muller 1995; Przeworski and others 2000; Ross 2000; Vanhanen
1990.

Legitimacy

Schutz and Slater 1990; Zartman 1995.

International Dimensions of Civil War

Betts 1994; Brown 1996; Carment and James 1997; Lake and Roth-
schild 1998; Midlarsky 2000; Regan 2000, 2002.

Negotiation and Implementation of Peace

Azam 1995; Doyle and Sambanis 2000; Doyle, Johnstone, and Orr
1997; Fearon 2001; Licklider 1993, 1995; Mason and Fett 1996; Paris
1997; Stedman, Rothschild, and Cousens 2002; Walter 2002; Zartman
1985.
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ivil war conflict is a core development issue. The

existence of civil war can dramatically slow a

country's development process, especially in low-

income countries, which are more vulnerable to civil

war conflict. Conversely, development can impede
civil war. When development succeeds, countries become safer;
when development fails, countries experience a greater risk of
being caught in a conflict trap. Ultimately, civil war is a failure
of development.

Breaking the Conflict Trap identifies the dire consequences
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main findings. First, that civil war has adverse ripple effects,
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