JACK HIRSHLEIFER INTERVIEW WITH WEBPONDO

Webpondo: Recently you published a book called The dark side of the force:
Economic foundations of conflict theory . Could you please explain usalittle bit of

your view on the economics of conflicts?

Jack Hirshleifer: Here's the way | think of the economics of conflict. Basicdly, there
are two ways of making a living (the problem of making a living faces not only human
beings but dso animas). One way is by exchange | provide something you want, you
provide something | want, were both better off. That's very, very nice. But, ther€'s
another way of meking a living. Ingeed of giving you something in exchange | jugt try
to take away from you what you have that | would like. Now, that's practical economics
too, and we see it taking place in the anima kingdom and among humans as well. So,
we have crime, we have exploitation in various ways. The classcad modd of course is
warfare, though not al wafare is motivated by the dedsre to achieve materid income.
Conflict is a very important economic activity, as important as exchange. | won't try to
say which is more important, but it is comparable in importance to exchange. And yet,
if you look a what the economigs have done, this economic activity has had maybe,
one tenth of one percent of the attention that has been devoted to exchange. So, as a
result, this is a grest underdudied area. Now, it has been studied by other people...,
philosophers, higtorians, politicd  sdentists and sodologists and so forth, and, of
course, a lot of them have done some good work, but there's room for economic
andysis too. Economigts can bring our specid angle. So what's our specid angle? We
generdly assume that people ae trying to maximize utility, or firms maximize income
or a nation dae maximizes some kind of nationd wdfae anyway, we have the
principle of maximization and raiond behavior (wdl, maybe not aways drictly
rationd, but dill that's the man line of thinking). And then findly, that therés some
kind of an equilibrium, tha the interactions of dl these privale motivations come
together and determine a balance among the activities. So, these concepts are naturd to
the economigs. For higorians of course, it would be drange and nove as goplied to
warfare, but ill we can do it and | think there dreedy are a good number of studies that
show how it can be done.



W.P: | understand that there has been an introduction of new concepts into the
analysis of conflicts. Actually, in one of your papers you say something like, what
social scientists have donein order to understand the dark side of human activity

looks like the work of atheoretical aborigines.

J.H: Y ou mean the norteconomigts, right? The others.

W.P: Yes, | guessthat you not only point out therelevance of the contribution of
the economists to this problem but also, that there are flaws and weaknesses in
what philosophers, psychologists, etc, have done... so, what is their main

weakness?

J.H: Wdl, | wouldn't emphasize, mysdf, the wesknesses of what they've done. | read
an awful lot of military higory and some suff is redly quite wonderful. And politica
stientigts recently have asorbed a lot of economics and so they have begun thinking
like economigs. So, when politicd scientigs tak for example about the bdance of
power, they are indeed thinking thet each nation is trying to maximize some concept of
well-being and there's some kind of equilibrium there. So, 1 wouldn't be redly criticd
particularly, but the economists have a sysem of thinking that can, advance upon what
has been done | jus wat to make one darification fird, that the economic view of
conflict is not limited to warfare. | argue in some of my papers that litigation and crime,
both of which have been dudied to a degree by economids dill dso represent
essentidly the same kind of reationship. The generd idea is that one person is trying to
do something a the other's expense. Of course the game theorists get into this when
they tak about zero sum games. Clearly, game theory is one of the mgor techniques of

andysisthat we use.

W.P: What do you mean when you say apart from, what | think is pretty obvious
in terms of mor phology and biochemistry, when you say: human society although
unique in many aspects, nevertheless exists within some established balance by

nature. What istheimplication of that on your view about conflicts?



J.H: Wadl, the€re severd implications. Fird, on one levd, our physcad and mentd
make-up are of course the result of evolution, and this evolution involved being able to
ded with threats and conflicts. As a matter of fact, there is a school of thought among
the bidlogigs tha the humaen brain is itsdf the result of what's cdled Machiavelian
intelligence. The need to make coditions to figure out who is an enemy, who is redly a
friend, and s0 forth. The need to maneuver in the face of the posshility that a person
could be engaged in a conflict with you, is what caused the devdopment of the human
bran. So, in large pat our ability to reason itsdf stems from the fact of conflict. And
even if you yoursdf do not plan to teke anything from anyone dse, and you only want
to engage in mutua advantageous exchange transactions, you have to redize that there
are some other persors who want to take what you have away without giving anything
in exchange. So you have to protect yoursdf defendvey, even if you yoursdf do not
intend to engage in exploitation or privation.

W.P: Does it have any implications in terms of passions and sentiments and the
way we usually think of these things as very particular to human beings, as

opposed to the way animals act?

J.H: Yes Actudly, that's another aspect of our mentdity, our &bility to have emotions.
And the fact that our emotions sometimes overcome our rationd capacities. Now,
whether animds have such emotions and so forth is | suppose debatable, but | think
they do, as wel. But they don't have the power of abdtract thinking and so they may not
know when they become emotiond. But neverthdess | think that the capacity for
emotion goes dl the way back to lower evolutionary levels.

W.P: In The Bioeconomic causes of war you say that in modern times the direct
food and sex motives for warfare have been waned. What are the implications of

this qualification for modern conflicts? Doesit mean progress for human society?

J.H: The centrad argument there was that aspects of the human psyche evolved as
proximate mechanisms to promote success in the druggle for food and sex. These
proximate mechaniam included psychic drives for dominance and predige, the urge to
leed and the willingness to follow leaders, and the indingtion to bond with comrades

(members of your own group) and to hate those regarded as outsders or srangers. Even



though food and sex no longer play such a role in the decisons of nationd leeders dl
these other factors are dill operdtive. Also, any optimism judtified by this waning of the
motives for war must be weighted againg the terifying increese in the potentid
destructiveness of warfare. So on the whole; 1 am not redly optimigtic that warfare will

fade away.
W.P: You should be afan of Ed Wilson’swork on sociobiology. You like that?

J.H: Yes | think that's a very important contribution. | must say I'm not so enthusiastic
about some of his laler work. He's gotten out of sociobiology into environmenta
advocacy and propaganda He has dso put forward a certain high-flown philosophy
about the relations among dl the sciences Theré's something to be said for it, but it's
not redlly the greet contribution thet he made when he first devel oped sociobiology.

W.P: Thereisin one part, in one of his books, in which he traces down some
ethical and moral behaviors of human beings to evolution. And in one particular
aspect, | think you also mentioned that in your book at some point which isrelated.

How do you explain philanthropy?
J.H: Red philanthropy you meen.

W.P: | mean, when you arein the middle of the battlefield, and you give your life
tosafethelifeof your friends. That showsthe nicest side of the human beings and
isagainst thisdark side that you stress.

J.H: Wdl, tha's probably the mgor problem addressed by sociobiology. They cdl it
the problem of dtruism. How do we explan dtruism, given that evolution is survivd of
the fitte? If you are giving away resources to someone dse or what it is even more
extreme, if you're giving away your life to save someone dse, how is tha consgent
with the idea of survivd of the fittes? Therés a whole range of opinions among
sociobiologists about that. There are some partid explanations that everyone agrees
with. For example, there's kinship, thet is to say a mother will give her life sometimes
to save her child, and this of course makes perfect sense under certain circumstances in

evolutionary terms. More debatable is the willingness to give your life for your socid



group, where they are not necessarily closdly related to you. Waell, it has been shown
that in a variety of crcumgances, dtruism 4ill could pay off in an evolutionary sense
So, one can give evolutionary explanaions for it. On the other hand, some andyds
emphasize correctly that our evolutionary origin doesn't fully specify the deails of our
behavior. The very fact that the human being has a mind has endbled us to, “revolt
agang our genes’. We can, for various mentd reasons, pursue activities tha are not
even in the long run favorable for our genes. True, this particular type of human being
might become extinct eventualy, but after dl, eventudly is a long time off. Some types
of irrationd or faddish behavior are obsarved even in economic affars. Smilaly in
evolutionary @affars, there are some things that appear to be dysfunctiond, but that
doesn’t mean tha they're going © be diminated immediady. So, we have a degree of
freedom.

W.P: You mean that altruism could be in a sense a useless from the standpoint of

evolution?

J.H: Some type of dtruism maybe. Yet these types can be condstent with evolutionary

urviva, because we do seeit even in animds.

W.P: Being mor e specific, what ar e the bioeconomic consequences of war that you
analyzein you paper ? What do you mean by that?

J.H: | dreedy mentioned the Machiavdlian intdligence that has to do with the
condiitution of the human being. And another is the ability to bond with other humans
with whom we somehow identify. This bonding clearly promotes military success. So,
some of the forms of our association, whether evolutionary or culturd, are formed by
military success. For example, there is the willingness to follow a charismatic leader. A
chariamdic leader is able to trigger sdf sacrificdd behavior, on the pat of followers
that lead to military success.

W.P: What are your main contributionsto conflict theory?

J.H: | think one of the important contributions has been the idea of a conflict
technology or rather, a whole s of technologies (you can do better by sometimes



having a navy or an amy or an ar force, or atack across the mountains, or across the
plans and so forth). Conflict technology, is andogous to the productive technology thet
economigs usudly ded with. That's something I've tried to promote, and I've even
proposed some chaacteridic dylized forms of conflict technology. In  production
technology we find it useful to think of Cobb-Douglas or the CES production function.
And 0 | have formulated some pardld idess in the doman of conflict. For example,
the degree of success is some function of the ratio of the forces involved or
dternatively, where conflict success is a function of the difference between the forces
involved. Thee ae interesing polar cases with different implications. And of course
there are mixed cases as well.

W.P: How far we are from calibrating these models and coming up with an idea of
how costly isone particular conflict against another one and how much isthe stake
of the pricefor each part?

J.H: That's not an easy quedtion to answer in generdity. | mean, one can look a some
partticular conflict, say the American Civil War and try to explan why that war was s0
codly because it might have been settled early on. So, is there anything that we can say
other than this was a good Generd and this was a bad Generd? One can ak in a more
abstract way what caused those conflicts to be of such a large scde. 1'd like to see more
work dong that line and | think is a very, very good area. | have not actudly done that
mysdf, but 1 would hope tha as higorians become more familiar with this type of
literature, they will look at it in that way. | mentioned the American civil war. An
excdlent aticle by the economig Gerdd Gunderson hypothesized that the American
Civil War came about because of incorrect beliefs as to how costly the war was going to
be. Each sde thought it was going to be victorious on a short war, which made them
refuse to compromise. Actudly, many higorians have sad something like this, but
Gunderson’'s actudly quantified a sructured economic mode. So he was ale to say
how serioudy wrong anticipaions must have been. He didn't explan why the North
and the South went wrong, but he was able to bound the error. Another point of interest
here is sdection biass The vey fact tha you go to war means you probably
underestimated the cost. So Gunderson’s andyss is an illudration of how economic
theory suggests we should think about warfare.



W.P: What is the Paradox of Power? |s there anything economic theory can say
about it?

J.H: | can answer this mogt eadlly by quoting from one of my papers. In a market
economy, there is no cdear implication as to whether economic activities will tend to
reduce or else to widen initid wedth disparities When it comes to politicd or military
druggles, in contradt, it might be expected tha initidly stronger or richer contenders
would grow even gronger and richer dill. The “Paradox of Powe” is the observation
that very often the reverse occurs. poor or wesker contestants defest large ones. Or
condder income redidribution. Although ditizens in the upper hdf of the income
soectrum surdy have more political drength than those in the lower hdf, modern
governments have sysematicaly been trandferring income from the former (srong) to
the latter (wesker) group. The economic explanation is that the initidly wesker or
poorer contenders are typicdly motivaied to fight harder, that is to devote rddively
more effort b appropriaive (conflictud) effort. Put another way, the margind payoff of
aoproprictive effort reative to productive effort is typicdly grester a low levels of
income. Although the rich may have cgpability of exploiting the poor, it might not pay
them to do s0. On the other hand, sometimes the stronger do succeed in extorting even
more resources from the lower classes. So the question is, when does and when does not
the Paradox of Power hold? The governing factor is the decisveness of  conflictud
effort. When decisveness is low, the rich are content to concentrate upon producing a
large socid pie of income (even though the poor will be ganing a bigger share). But
when conflictud preponderance makes a sufficiently weighty difference a the extreme,
when the battleis “winner take dl” — the rich cannot afford the poor win the contest.

W.P: In one of your papersyou say that under a particular set of assumptions, the
poor side tends to specialize in conflict and the rich side in production. Though
obvious for some activities like rape, robbery, assaults, etc. it seemsto imply that
poverty isthe source of some conflicts. Do you think the real world supportsthat

view? Takefor example the case of the guerrillasin Latin America. Do you think

thisisagood example of that? What about therebelsin Colombia?

J.H: Wdl, | hedtate here to speask about this specific case or even a range of cases
because, there are 0 many gspecid complications. For example, they're probably not



two-dded games but have many different paties involved in the conflict. One
illuminating actud case was Imperid Ching, where on the periphery they had nomads
who engaged largdy in banditry. Of course the Chinese Empire was dways stronger
than the nomads, but it didn't pay the Chinese to make the effort to go out and kill off
the nomads Ingead they let them engage in a cetan amount of banditry; they
occasondly would buy them off and so forth. This illustrates how, a rdaivey wesk
paty is dile to prey on a sronger paty, Smply because it does not pay the stronger
paty to devote the effort necessary to sop it. However, whenever it does become
essentid to dop these intrusons, then, of course, you will have serious fighting. But, as
long as banditry remains on a tolerable scde, this could be an equilibrium Stuation. It's
not the only possible equilibrium, but it could be equilibrium.

W.P: Changing a little bit of topic, what do you think about America's war
against drugs?

J.H: | was hoping you were not going to ak that, because | don't have any good

answer. |'m going to have to pass on that one.

W.P: What about legalizing drugs?

J.H: | think that's badcdly the same question. Milton Friedman is in favor to some
degree of legdization, isn't he? Well, this seems to make sense, but I'm not quite sure.

W.P: So, you see a lot of big social costs of legalizing drugs? Or how do you think
it’s too different from the problem with alcohol at the beginning of past century?
Why isit so different?

J.H: Wdl, you're pressng me into an area where | don't fed | have anything of specid
vaue to offer, where | could say something that wouldn't be dready familiar to your
readers.

W.P: Fine. | don’'t know if this is a sensitive point for you or for Americans in
general, but isthere anything you would like to say regarding the recent terrorist

attacksto the U.S.? How do you interpret that from your perspective?



J.H: Yes tha is quite interesting. | have a recent paper on gppeasement in the
American Economic Review . Sometimes we hear or we read in history that it never
pays to gppease an aggressor. Before World War 11, a Munich, British Prime Minister
Neville Chamberlain was trying to gppease Hitler to say, “oh, | will give you this, | will
give you tha, then you Il be sttisfied, we hope, and we will not have a war”. Wheress,
Wingon Churchill, sad, “no, no, it will not work”, and of course Churchill was
absolutdly right. Now the quedtion is how generd is that? Is it dways true tha you
should never appease someone who is hodile to you? Or might it be the case that
sometimes gppeasing might make sense? This paper in the American Economic Review
says, yes, there are circumstances where it might make sense. Nevertheess even though
there are circumstances in which gppeasement might make sense, they did not goply to
Hitler. So Churchill was right, but that doesn't mean tha it's dosolutdy adways right,
never, never to appease. Here is the key idea. Assume the other party is hogtile. Even so,
it might pay to appease him if, by making him richer, he becomes less hodtile. The point
is that as he gets wedthier, he will devote less effort to atacking you, then it might pay
to buy him off. But, if, when he gets wedthier, he will devote more effort to attacking
you, then it goes the other way. So, in the case of Hitler, Chamberlain thought: well,
he's redly not a very nice man, but it could be that if we make him more powerful or
wedthier, then hell redize tha it makes sense not to go to war. Whereas Churchill
thought that would be giving him the resources with which to buy wegpons and attack
us more. In my opinion that’'s the Stuation here aso. Let's say we're taking now about
anti-American extremigts or Idamic extremigs, are they people who can be bought off?
My own bdief: no, they can't. | don't think this is a case where gppeasement pays.
Appeasement can sometimes pay, but I'd say no, not in this case. | don't think these are
people who can be bought off. So, going easy on them, giving them more resources, in
my opinion, is not going to work.

W.P: Broadly speaking, you are more of a micro theorist than a macroeconomist,

very popular people in developing countries. For that reason, it would be
interesting to hear from you, why do you think North America came to be what it

isin terms of economic development, and why Latin Americaiswhat it is?



That is quite a wonderful question. Although not a spedidist in this area, | have been
reeding a few pgpers. Some beieve it is the Anglo American tradition. Or is it
something about the avalability of nationd resources, or perhaps only accident of
history? | don't redly cdam to have any answer. Professor Harberger, is the great expert
on this | would just say that | am intrigued by geographicad explanaions as opposed to
the culturd explanation. | redly think the culturd explangtion is the badc thing. But
ill, geographica explanaions are true to a degree. | mean, we understand why the
African jungles are not indudridly developed; it's just too difficult for human beings to
live and work effectively there. So, clearly to a degree, geogrgphicd factors play a role,
but I think it is primarily culturd.

W.P: Thank you very much Professor Hirshleifer.



