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The Economic Effects of a War with Iraq

Thiswar / conflict or whetever it may becdled
isunder heated debate by criticsand proponentsall
around theworld. Most peoplearearguing that it is
not just to invade because there is no apparent au-
thority to do so. We aseconomists have adifferent
take on the issue, we assess the issue using purely
economic termsand reasoning. | havemy own opin-
ion of the war, but | will try to be as unbiased as
possible and present both sdes of the arguments so
you can make your own judgment.

First of al, amajor concernisoil. Peopleall
over theworld are stating that oil priceswill risedur-
ingawar. Thisistrue. Aswehave seenover thelast
few month’s oil pricesare at some of their all time
highs. Asanation preparesto go towar, priceswill
dowly creep up and consumerswill not seehugein-
creases at the pump as the war commences. The
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ticular indefenseindustries. Granted, thesejobsare
not along termshock, it isashort term plusfor the
job seekers and unemployed. Since people would
be employed, they would haveincome to spend as
well as be able to pay taxes. With an increase in
people spending and paying taxes, the government
will get morerevenue. Anindirect cost would bethe
effect war would have on consumers. Consumer con-
fidenceisrdatively low right now keeping peoplefrom
buying luxury goods. Theeffect of war onthe stock
market has already taken form. The markets con-
tinualy adjust to world events. Asweget closer to
war, themarkets predict and adjust to world events.
That meansthat if we wereto go to war today, the
market would be affected but not asmuch asasur-
prise event because of the compensationdaily. Itis
obviousashort war would affect uslessthat along

closer we get to war, the ~
bigger the jumps will be,
most will be caused by
worriesthat awar will not
beavoided. If awar were
to begin, oil prices would

“We as economists have a differ-
ent take on the issue, we assess the
issue using purely economic terms and
reasoning.”

™\ drawnout war andtheplanspre-
sented show that the United
Stateswill haveashort war. In
thelong run, awar of thislittle
cost will not affect the deficit in
huge ways like WWII or Viet

remain high during thewar -
and reduce the conflict and reduce drasticaly at its
concluson. For example, inthe Gulf War, priceswent
up during the conflict but moved downward after its
end. Evensincewedon’t import much oil fromlrag,
gtill therewould be aworld shock on supply causing
thesefactors. Everythingisup for debate ontheoil
concern, but | think we all can agreethat oil prices
will go up intheshort runand lower inthelong run.
Witheconomics, wehavetolook at theoverdl
effect of the economy. For the United States, the
economic effect would beminimal. TheWhiteHouse
predictsthe cost of war to be one percent of GDPfor
theyear. Thisisalow cost comparedto WWII which
wasaround 120 percent of GDP, and Viet Namwhich
wasaround 12 percent of GDP per year. That cost
would haveto be made up by the government some-
how. Thiswould haveto comeformlower spending
somewheredlseor anincreased revenuesource. That
would bethedirect cost to the government. Another
factor you haveto consider during war timewithan
increased defense budget, jobs are created, in par-
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J Nam.

A subject few people are addressing iswhat
will betheeffect onthe country of Irag aswell asthe
region’'seconomies. A war would cost Irag aswell.
They by no means have the comparable technology
likethe United States. Irag'seconomy would be hurt
because they aswell would haveloss of wagesfrom
workersthat would go tofight. But if you think of the
big picture, if awar would happen, the Irag economy
would betotally gone. Frommy observation, awar
would totally mean anew government for Irag. This
would haveto beset up fromscratchwith al thehard-
ships of anew government and economic system. It
is hard for me to predict what will happenin iraq
because | amunfamiliar with their economic system
asawhole. What | can assumethoughisthat their
economy will be hurt far greater than ours.

Asagood economist would argue, econo-
mies are not all just money. There are social eco-
nomic issuesa theforefront of thispossblewar. With
acortflict, therewill berefugeesthat will fleethe coun-
try. They will haveto travel somewhereat acost to



that country. That isasocial cost to society of the
war country aswell asthe country where peopleare
fleeing. Another social cost would beaid to countries
affected by war. Thisaid would haveto comefroma
large country likethe United Statesor organizations
such asthe United Nations. In either case, money
would have to come from the United Stateswhich
would haveacos to UScitizens. Thisisasocid cost
becauseit hasto bedonein order to get the country
back onitsfeet after adevastating war. Socia costs
can not beignored when figuring the cost of war and
itsimpact onthe economies of participating nations.

| barely touched the surface of the economic
Stuationthat war bringsabout. | hopel haveleft you

withagreater understanding of what hasto belooked
at before war is decided upon as an option. War
affectseveryonein someway or another, how it af-
fectsthemisdetermined by their standing in society
(i.e. their job level (management or labor)) and your
ability to buy goods. The short term effects of awar
areup for grabsbut mogt likely, pricelevelswill raise.
Inthelong run, the economy will work itself back to
equilibrium. Thelong run costsof thiswar, if short,
will not begreat. Theeconomy isalready at aslow
point and it ssemsto methat it hasgood potentia no
meatter what happensjust aslong asit happensbefore
toolong. War isnot agood thing, but uncertainty is
muchworse, and that isall we have now.

The Uncertainties and Other Costs of a War with Iraq

While | can agree with Mr. Coontz on the
pointsthat heraises(oil priceswill go up during war
times and decrease once the United States, or aU.S.
friendly regime, has control of Iragi oil; ashort war
would berdatively inexpensveto theU.S. and much
more costly to Irag; and, thereare some socia costs),
he does not mention many other coststhat the United
Stateswill most likely face asaresult of anlragi war.
Thereareaso numerousuncertaintiesthat comewith
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signal to other countriesthat the United Statesdoes
not feel the need to respect international treatiesand
pacts if they do not coincide with the “ American
Agenda,” creating much uncertainty. Whilethisuni-
laterd (or bilaterd redly, with British support) move
may not pose any direct economic costs, other than
thefact that the cost will fall only onthesetwo coun-
triesinstead of acodition of nations, it isapossibility
that it could affect economic relationsinthefuture.

any war, not to mentionone /~
that hasaprotracted objec-
tive like regime change.
Thesecostsand uncertainties
will not only affect the United
Statesbut the entireinterna-
tional community. Most im-

“ Even as economists we must occa-
sionally come to the realization that not
everything in life should be dictated by
the strict laws of supply and demand or
economic costs and benefits’

N\ It isimportant to re-
member that war is always
an uncertain endeavor,;
therefore, thereisno guar-
anteeonthetimeframeof the
operation. Jugt asthepresent
_/ administration believesthat

portantly though isthefact that going to war
should never bedecided solely on economic grounds,
humen lifeisawaysthe most important congderation.
TheUnited Statesiscurrently facing asitua-
tionthat could alienateit fromitsclosest dliesif di-
plomacy isnot handled with theutmost care. By go-
ing ahead withawar against Irag, against the will of
themgority of theinternationad community, epecialy
France and Germany, the United Statesistaking a
largerisk. Whilethe United Statesiscertainly ahe-
gemonic power and therefore other countries are
forced to bow to itsauthority, going againg the United
Nationsmay cause gresat politica and thuseconomic
ingtability. Intermsof traderelationsthiscould bea

thiswill be a short op-eration, the Kennedy/
Johnson administration thought Vietnamwould bea
quick operation aswell and most adecade, andtoo
many lives, later they were provenwrong. Whilel

hope that the present operation will have very few
similaritiesto the Vietnam conflict the point isclear
that war isalways uncertain and thereforeit isfruit-
lessto giveit apricetag until after the objective has
been accomplished.

Another uncertainty that facestheworldis
will apost-Saddam Irag prosper economicaly. While
no onewill arguethefact that SaddamHusseinisa
horrible despot, he doesruleIragqwith astable hand.
Inapost-Saddam Iraq therewill surebe great uncer-
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