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« fAAH|Q| 7 (consumption deficiency hypothesis)
= ULkl JHEE S22 7
= TLHAIES| TR S EPHSEY| fIsiA TS Lo2|H| ECls =8

t2
B EIS0| FLHAES] £ E XIS YX|6h?| flshM M2 AIEHES
S HEAM HIS SBISICHT Ak

o= T2
. ol 383 wot o2t CHE AR LSE DHDIXIEI B S TS B3 Al
25 854 Sisia 2o

= Variation 1: military industry interest theory

= Variation 2: Jewish capital

Mo B8t BN BHE
« A war is more likely to break out,

= When resources are limited or are running out, especially under zero sum
situations

= When mutually agreed exchanges are prevented

= When the expected gains (benefits) of going to a war outweighs its expected
costs.

= When the leaders regard ordinary people, not only the soldiers but also citizens,
as dispensable. That is, when they regard the value of life of the ordinary citizens
as something that is not too valuable.
= A war is less likely to break out,
= When a zero sum world becomes a steadily growing positive sum world
= When mutually agreed exchanges become norms
= When the value of life grows

A

Economics of War

Goal: To maximize the expected net benefits from engaging and winning a
war

Expected Benefits = Probability of winning (x) size of spoils to have

= Probability of winning is a function of relative military strength (man power +
armaments) + relative solidarity of citizens + justifications for the war +
endorsements from others

= Size of spoils = territory + resources + people + markets

Costs = short term and long term human costs(dead, wounded, separated) +
military expenditures + the value of things destroyed + short term/long term
costs of integrating the occupied territory + sanctions or punishments from
from international communities

Distribution of spoils and costs is crucial

Implications

= When expected benefits outweigh expected costs, a war is more likely to break out
= The bigger is the size of spoils, the bigger is expected benefits
= Q Who gets more when S and N fight?
= But the bigger is the size of spoils, the costlier the war becomes
= The wealthier a country is, the greater is the (human) costs = poor countries vs. rich countries
= Q: Whose life is more valuable, S or N?
= |s it worthwhile to fight? Should we win at any costs?
= If a group of citizens get most of the benefits, while leaving most of the costs born by
others = The said group will initiate wars much easily than otherwise
= Dictatorial regime vs. Democratic regime
= When one fights in other’s territories

= A zero-sum world is more prone to warring than an ever expanding positive sum world

= Q: Ever since the first industrial revolution, the world had been transformed from a static zero sum
%Oﬂjd? to a rapidly expanding positive sum world, But then why did we fight so frequently up until
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Growing world = positive sum world = Every one can gain, even though some
gains much more than others

The world is being integrated = Losses stemming from a large scale war would
be enormous = No one can win

Weapons of mutual destructions = Nothing will be left even when one wins

Very strong peer pressure under a new world order: If a country initiates a war, it
would be retaliated by many countries

The policing of super powers
Balance of power between adversaries

The value of life has become very precious
= World average income: from $1,000 to $17,000
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Total arms sales of companies in the SIPRI Top 100, 2002-17*
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Share of arms sales of companies in the SIPRI Top 100 for 2017, by country*

United States 57%

Other 3.5%
South Korea 1.4%
India 1.9% «
Israel 2.0%
Germany 2.1%

Japan 2.2%
Italy 2.6%

Trans-European 3.7%

France 5.3%
United Kingdom 9.0%

Russia 9.5%

*Arms sales of companies in China are not included. WWW.SIpri.org M
Source: SIPRI Arms Industry Database, Dec. 2018. © SIPRI 2018

Military expenditure by country (in thousands of 1900 UK pounds) Our World

in Data

140,000
120,000
100,000
—— Germany
80,000
60,000 j ? Ulnite_d Kingdom
/ United States
40,000 — ltaly
20,000 —— Japan
L
1830 1840 1850 1860 1870 1880 1890 1900 1913
Source: Correlates of War: National Material Capabilities (v4.0) + Measuring Worth CCBY

P 1830 eeee—— 1513 CHART DATA SOURCES & | €| 2

The USA's Biggest Arms Export Partners

Value of arms imported from the United States 2009-2018, by country (in million TIV?)

saudi Arabia I |, -0
australia &5 | 77 <
uae I [ ;o
South Korea 3o} _6,279
traq = | - <5
singapore = NG : o-c
Turkey G |G : 772
japan o | | GG : 520
Taiwan [ G : s¢c
united Kingdom S | NGNGNG: 33

* TIV (trend-indicator value) is based on the known unit production costs of weapons and represents
the transfer of military resources rather than the financial value of the transfer.

@O®6

@statistaCharts  Source: Stockholm International Peace Research Institute Statlsta E

Military expenditure by country
Adjusted for inflation and expressed in US dollars in prices of 2000. IHECT
$700 billion
$600 billion
$500 billion
—— United States
$400 billion
$300 billion
United Kingdom
$200 billion Frar
China
Germany
Japan
$100 billion j Italy
g Saudi Arabia
= AP < Russia
$Om‘ (T —— A S iScuthKorea
1914 1940 1960 1980 2000 2007
Source: Correlates of War: National Material Capabilities (v4.0) + Measuring Worth cCBY:
P 1914 2007 CHART  DATA SOURCES L | €|
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Military expenditure as share of GDP

Military expenditure, given as the percentage of each country's gross domestic product (GDP).

8%

6%

\ A 0 Add country

4% V ” — Russia

—— United States
2% \

—— South Korea

.

‘— United Kingdom
—— Germany
\.-H-...,_,___N >t —— Japan
0%
1960 1970 1980 1990 2000 2010 2017
Source: World Bank ccByYy

P 1960 pr———— 2017 CHART MAP DATA SOURCES % <« 1[I

Defence expenditure

Expenditure (adjusted for purchasing power
parity)*, expressed in US$ billion at 2012 values.

201 2025 2035 2045

n
India .—.—'—@
Russia .—.—.—@

UK *e—o 0 9

51 9
France o L J

% o
Japan [

4% &
Germany ————@

35 63
Brazil I

Based on analysis by MOD economics unit 2014,

*Purchasing power parity expresses a country's expenditure in
the equivalent USS that would be reguired to purchase the same
amount of goods and services in the US domestic market,
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Countries by military expenditures in $ Bn. in 2014
Source: International Institute for Strategic Studies

—— Germany:
$45.2bn" $43.9bn

Japan:
$47.7 bn

France:
$53.1bn

United Kingdom: -

—— USA:
$61.8 bn /- . $581.0 bn
Russia: \
$70.0 bn
Saudi Arabia:
$80.8 bn
China:
$129.4 bn
I usA M china Saudi Arabia [ Russia United Kingdom [ France

Japan India [l Germany [l South Korea
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