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Abstract

With the convergence of preferences for democracy and free markets in so many nations, the
UN has a momentous opportunity to provide the infrastructure needed to attain international peace.
Given that peace is a public good, its provision by the international community currently suffers
from the problems associated with these commodities, in particular that of “collective action.”
Namely, peacekeeping will entail “free-riding,” by member states of the international system.
This leads to the underprovision of peacekeeping/peace-enforcing efforts. This article presents
a market- based proposal to remedy this problem. The proposed changes to peacekeeping opera-
tions aim to discourage wealthier nations from vetoing missions of genuine humanitarian concern
for fear of casualties to their troops. Second, it also more justly compensates low-income nations
participating in operations. Thirdly, it corrects for the current tendency to use more weapons and
less personnel, and finally and most importantly, it would reflect the preferences of the interna-
tional community for different peacekeeping operations in a transparent manner.
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I.  Introduction. 

 
 In an era when the ideas of democracy and the free market system have spread 

rapidly throughout the world, the UN’s capability to function as a forum for translating 

the desires of different countries into action needs to change.  During the Cold War 

period, the UN’s role in international affairs was hindered by the bipolar structure of the 

international system.  Unilateral or bloc action was viewed by many member nations as 

the optimal strategy to employ in achieving their national security objectives.  But with 

the convergence of preferences for democracy and free markets in so many nations, the 

UN has a momentous opportunity to achieve its original objectives if restructured.  And 

of these, the most important is to provide the infrastructure needed to attain international 

peace.  

In developing an effective mechanism to provide for peace, it is important that we 

analyze the forces that hinder member countries from unilaterally and voluntarily 

providing it.  In order to do so, it requires that we explore more closely some of the 

characteristics that the “commodity” peace possesses.  Generally, there are two basic 

types of commodities, private goods and public goods.  The properties that characterize 

public goods are that their consumption is non-rivalrous and non-excludible.  The former 

property is possessed by a good when one person’s consumption or use of it does not 

prevent anyone else from consuming it as well.  The second property exists when it is 

prohibitively expensive to exclude someone who is not willing to pay for it from 

consuming or using the good.  Based on these properties as recognized earlier by 

Kindleberger (1986), peace is a public good.  It is non-excludible in that if international 

peace is the status quo, then no country in the international system can be excluded from 
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consuming the benefits of interacting in this state.  It is also non-rivalrous in that if peace 

prevails in the world then any country's consumption of it does not diminish the amount 

available for other countries in the international system to enjoy. 

Given that peace is a public good, then its provision by the international 

community will suffer from the problems associated with these commodities, in 

particular that of “collective action.”  Namely, peacekeeping will entail “free-riding,” by 

member states of the international system.  The fundamental difficulty in organizing an 

international system that optimally provides “peace” is due to the lack of property rights 

to the fruits of any change induced by the efforts of one of its member nations.  In other 

words, as the international system is currently structured any benefits achieved by the 

efforts of one of its members to unilaterally change the behavior of another member is 

shared equally by all member nations of the system.  Yet, the cost of this unilateral action 

is borne entirely by the initiating country.  This leads to the underprovision of 

peacekeeping/peace-enforcing efforts since in a rational calculus the marginal costs 

incurred by the participant in an operation will tend to outweigh its benefits. 

 
II.  The Decision-Making Calculus. 

 
 What are the costs of providing for peace?  Besides the obvious ones of military 

hardware, transportation, logistical support and other material cost, the most important 

component is the loss of life of the participants in the effort.  Consequently, the cost of 

providing peace will vary across nations depending upon how each one values the life of 

peacekeepers.  For example, as unpopular as the idea may seem, the degree of economic 

inequality in the world has led to the value of life in different parts of the globe varying.  

2
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The fact that the level of economic development in the US is different from that of a 

developing nation has led to the economic valuation of life in the US being deemed 

higher.  In cost-benefit analysis, the value of life has as its base the present discounted 

value of earnings foregone by individuals.  As a result, ceteris paribus, a person with 

greater earnings or life expectancy has a higher value of life.  Therefore, the constituency 

of richer nations will be more sensitive to casualties in international conflicts than that of 

poorer nations.  This statement does not just pertain to the attitude of different countries 

at varying levels of economic development, but also within a nation we find a secular 

pattern of valuing life more highly as the nation develops. 

This has two adverse effects for the maintenance of international peace.  The first 

which has already been mentioned is that more developed nations will be less likely to 

provide peace.  The second problem is that when wealthier nations provide peacekeeping 

they will tend to produce it using less peacekeeping soldiers and more military hardware 

which is relatively less costly for them.  This leads to the optimal strategy employed in 

peacekeeping operations being air campaigns that result in the ensuing collateral damage 

of the population whose welfare was supposed to be addressed.1 

For example, in the US there appears to have been a shift in military strategy 

towards greater reliance on weapons and less on soldiers.  A cursory analysis of military 

history would indicate that this change in strategy has come about exogeneously, i.e., 

from improvements in the technology of weapons.  Yet, I propose that it has developed as 

a response to the higher value placed on life in the US by the constituency as income and 

therefore, foregone earnings have increased.  This has resulted in politicians being more 

                                                 
1 For the sake of brevity and without a loss in generality, I use the term peacekeeping loosely to include 
peacemaking, peace-enforcement and other such activities of a multilateral nature.  3
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sensitive to the deployment of troops.  As shown in the Appendix, this process of 

substituting weapons for military personnel as the value of life increases comes about as 

the solution to the optimal provision of defense. 

Table 1 reproduces the number of US personnel killed in action divided by the 

number of days of the particular conflict for the last 50 years.  This measures the number 

of individuals killed in action per day of the conflict and therefore, corrects for the 

duration of the conflict.  As is obvious, casualties per day have fallen.  For example, 

during the Korean War there were 32.2 personnel killed in action per day at a time when 

the real GDP per capita of the US (in 1985 prices) was $9,121 in 1951.  The number 

killed in action fell to 0.7 during the Persian Gulf War, while real per capita GDP in the 

US had almost doubled to $18,073.  I believe that this trend is a direct result of the 

greater sensitivity of the political system of countries to the higher value of life associated 

with economic growth.  This factor leads to shorter military engagements, of 

engagements with lower risk of casualties, and if casualties increase, then the duration of 

the mission is shortened. 

Furthermore, this factor has implications for the success of peacekeeping 

operation once they are deployed.  The risk to effective peacekeeping operations is that 

belligerent parties, knowing these facts, can prevent or limit the deployment of the 

necessary scale and scope of operations by threatening to inflict heavy casualties on 

wealthier nation’s contingents.  The tendency to shirk from deploying troops and instead 

employ missile technology implies that future missions will continue to see an increase in 

the number of casualties to the civilian population that peacekeeping operations were 

established to assist. 

4

Peace Economics, Peace Science and Public Policy, Vol. 11 [2005], Iss. 2, Art. 2

http://www.bepress.com/peps/vol11/iss2/2
DOI: 10.2202/1554-8597.1088



 

Finally, it is important to emphasize that the compensation paid to soldiers under 

a voluntary army in any given country reflects the value that these individuals place on 

their lives.  This comes about because in order to attract personnel, the salaries and 

benefits provided by the armed services must compensate them for the value of their time 

in their highest alternative use.  Furthermore, as the risks associated with being a soldier 

increases, in particular because they are more likely to be deployed in life-threatening 

situation, the greater the amount governments must compensate individuals to choose this 

career.  In conclusion, greater economic opportunities will lead to increases in the pay of 

military personnel in voluntary armies.  This greater compensation (and investment in 

their training) will lead wealthier nations to economize on this now more relatively 

expensive resource and therefore, be less likely to provide support for peacekeeping 

efforts. 

 

III.  A Proposal for Maintaining and Enforcing Peace. 

 
For the UN to effectively function to inhibit or reduce conflict in the international 

system, these facts have to be recognized and addressed.  As currently structured, any UN 

peacekeeping operation has to be approved by the National Security Council and any 

veto by a member can result in inaction in the face of humanitarian disasters.  Even when 

peacekeeping operations are approved, the number of troops allotted and the timing of the 

deployment is not consistent with meeting the objective of the mandate.  To minimize 

this, and therefore improve the functioning of the system, I propose the following 

changes to UN operations.  

5
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First, under the current system troops for peacekeeping are provided by countries 

on a voluntary basis and the compensation to the contributing nation is paid from a 

special budget.  Under my proposed system, all member nations would be required to 

provide a given number of troops to any given operation based on either the relative size 

of their economy, or its population or some other agreed upon rule.  For example, if the 

US produces 26% of the world’s output or Gross World Product (GWP) then its liability 

to a UN peacekeeping force of some agreed size for a specific mission would be this 

share.  If instead we used population as the allocation rule then its obligation would be 

roughly 5%.  Needless to say, there are many other possible ways to arrive at obligation 

rates and each one will have different economic and political implications for the 

contributing countries.  

Assuming some agreed upon rates, this establishes the obligations (property 

rights) for each member of the international system, yet it is still insufficient to eliminate 

the problems.2  To do so, it has to be coupled with a mechanism that serves to discourage 

wealthier nations from vetoing missions of genuine humanitarian concern for fear of 

casualties to their troops.  Secondly, it must also more justly compensate low-income 

nations participating in operations.  Thirdly, it should correct for the current tendency to 

use more weaponry and less personnel, and finally and most importantly, it should reflect 

the preferences of the international community for different peacekeeping operations in a 

transparent manner. 

I propose that the mechanism that best solves these concerns is a system of 

marketable or tradable obligations.  More concretely, for example, if the US is obligated 

                                                 
2 This first part has the characteristics of the many proposals for a permanent UN force whose benefits and 
costs have been analyzed by Klein and Marwah, 1995. 6
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to provide 26% of troops to a peacekeeping operation then it can either do so by 

supplying its own troops to the operation or by purchasing the tradable obligations of 

other nations.  The UN would provide the institutional structure for the market, establish 

the rules and regulate the behavior of the participants.   

Figure 2 shows how such a scheme would work using two countries as an 

example.  Let the total number of troops required be denoted by N, and let us arbitrarily 

establish that each country has initially to provide one-half of this amount, (1/2 N).  It is 

assumed that the marginal cost of providing troops for each country, MC is increasing in 

the number it provides.  Country A’s origin is denoted OA and similarly we denote 

Country B’s by OB.  As Figure 2 illustrates, at the initial number of troops each is obliged 

to contribute, (1/2 N), Country A’s marginal cost of providing an additional troop is 

lower than Country B’s.  This difference in cost may reflect the varying degree of 

compensation paid to soldiers in the two countries, or that Country A has specialized in 

the provision of the particular function the troop is expected to exercise and therefore, has 

the comparative advantage, or many other reasons.  The main point is that with tradable 

obligations, Country B would “sell” n NA −
F
HG

I
KJ

1
2

 of its obligations to Country A, and 

Country A would receive in compensation an amount equal to the area of the shaded 

triangle.3  At this new level of troop distribution, the marginal cost to each is equalized.  

Country B still provides troops but a lower number than previously, and the total number 

of troops are being provided in the most cost-effective or efficient manner.   

The cost of these tradable obligations will vary depending upon the size of the 

                                                 
3 This reflects the value of the resources saved by Country B. 7
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mission.  For example, if less troops are needed for a particular mission the value of these 

obligations would decline.  Figure 3 shows this case when the total number of 

peacekeeping troops required now is N’ which is less than N.  If each country initially 

begins with having the obligation of providing half of the needed troops, Country B 

would “sell” some of its obligations to Country A and compensate it for taking on this 

additional burden by an amount equal to the new shaded area.  As can be seen, the shaded 

area in Figure 3 is smaller than that of Figure 2.  In other words, the price of these 

obligations has declined. 

Even though peace is a public good, its benefits may be distributed unevenly.  For 

example, the benefits from reducing a conflict in a neighboring country or region may be 

greater for certain nations than for others due to the proximity of the conflict.  As shown 

in Figure 4, this market for obligations will serve the function of providing an explicit 

monetary value to the risks inherent in different operations, i.e., provide a measure of the 

cost of different operations or of the benefits for particular countries to have peace 

established in a region.  Suppose that Countries A and B were in the equilibrium 

previously illustrated.  Let Country B experience an increase in the cost of providing 

troops and therefore, its marginal cost shifts upward to MCB′ .  For example, this may 

come about because of a change in domestic public opinion about the country being 

embroiled in a particular conflict.  In this case, Country B would sell an additional 

amount of its obligations to Country A, ′ −n nA Ab g  and as shown, the value of the 

obligations rises to an amount represented by the area of the new shaded triangle.   

A similar result would occur if the UN voted to send troops to a risky or 

unpopular operation (one not overwhelmingly supported by all member nations).  In this 
8
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case, the uncertainty or ambivalence towards the operation would result in an increase in 

the value of the tradable obligations.  This system has the virtue that the cost of 

international conflicts to the citizenry (taxpayers) is transparent, since prices reflect 

value.  Changes in the value of the tradable obligations send an explicit signal about the 

cost of specific international engagements and citizens can then decide whether to 

support the operation and incur the cost.  Furthermore, bloc action is possible with this 

system, and unlike the current situation, it would be coordinated within the UN.  For 

example, under an allocation rule based on the size of GDP, NATO countries would have 

to provide 57% of troops to peacekeeping operations.  Therefore, if NATO decided it 

wanted to engage exclusively in a particular operation, it would be obliged to purchase 

the additional 43% of the obligations from the rest of the world.  If there was strong 

opposition from the remaining nations to the exclusivity of NATO’s participation, then it 

would be reflected in the higher price of the obligations and therefore, the financial cost 

to the NATO countries. 

 

IV.  Some Final Observations. 

 
In order for the value of tradable obligations to more accurately reflect the 

preferences of individuals within a country, and not those of “national leaders” or other 

coalitions, conscription should be abolished.  In other words, what I will call the 

“voluntary principle” should hold, namely any country providing troops for different 

missions should recruit these voluntarily within their own country by means of 

compensation packages to the personnel.  This should be done to avoid the exploitation 

by any given country of their citizens that can be accomplished through conscription 
9
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since soldiers’ compensation in this case does not reflect the opportunity cost of these 

individuals.  One can envision a situation whereby the government reaps the differential 

between what the international system is willing to pay for peacekeeping troops as 

reflected by the tradable obligations and the amount that they actually pay conscripted 

soldiers.  Unfortunately, this is a strategy that appears to have been used by many 

countries in the past that contributed peacekeepers to UN operations. 

Closely linked to this, is the possible criticism of my proposed scheme on the 

basis that it may lead to poorer countries providing a disproportionate number of troops 

to peacekeeping missions.  As long as these are being recruited on a voluntary basis, then 

their compensation serves to reflect the value of their time in the next best alternative use.  

Obviously, as the distribution of income within a country or globally changes, the 

equilibrium outcome and compensation will change.  Furthermore, we can level the same 

criticism to the current distribution of individuals to different occupations within a 

particular country, even the wealthiest like the US.  If we look at occupational choice 

within the US, we find that poorer individuals (those with less human capital) are 

disproportionately represented within the armed forces and in many other occupations in 

society.  Therefore, to find this phenomenon globally in the provision of peacekeeping 

should come to no surprise to critics.  It should be noted that this occurrence is not de 

facto since one can envision many situations where the wealthier nations may receive 

greater benefits from intervention and may therefore be willing to do so at lower 

compensation than other nations.  Finally, this same criticism can be leveled against the 

current system where a disproportionate number of peacekeepers have been provided by 

developing nations.     

10
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 As underscored earlier, what I have been referring to peacekeeping out of 

convenience may aptly be termed peacemaking or peace-enforcement.  For example, the 

Gulf War may be better termed a peace-enforcing intervention than peacekeeping.  It is 

instructive to examine the provision of resources to that operation.  The military 

personnel and equipment was disproportionately contributed by the US and several other 

countries and backed by UN resolutions.  As a result of constitutional constraints, Japan 

provided no military personnel, yet provided a disproportionate amount of the financial 

backing.  As Klein and Marwah (1996) point out: “The mercenary aspect of US 

soldiering can be noted in the extraordinary movement of the US balance of payments on 

current account: In the first two quarters of 1991, the US accounts surged from a deficit 

of USD 23.7 billion in the final quarter of 1990 to surpluses of USD 9.4 billion…thanks 

to payments from foreign governments for US military services.”  As we enter a new 

millennium, the international community should look at a system of tradable obligations 

as a cost-effective, transparent and equitable replacement to the inefficient mechanism 

used by foreign governments, as illustrated in the above example, to compensate the 

world’s wealthiest nation. 

11
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TABLE 1. 
 
 
 

Conflict US Personnel Killed in Action per  
Day of Conflict 

 
WW II 
 

           214.2  (292,131 / 1,364)  

Korea 
 

            32.2   (33,667 / 1,046)  

Vietnam 
 

            19.8   (58, 193 / 2,945)  

Grenada 
 

             2.1    (19 / 9)  

Panama 
 

             4.8    (24 / 5)  

Persian Gulf 
 

             0.7    (148 / 204)  

Operation Iraqi Freedom 
 

3.3    (139 / 42)  
 
2.1    (2,004/ 954) as of 10/28/2005 

 
Sources: World Almanac and Book of Facts, United States Department of Defense. 
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APPENDIX 
 
 
Suppose the military seeks to minimize the cost of producing a given level of 

national defense, D0, by optimally choosing the amount of personnel and weapons.  Then 

the optimization problem can be stated as: 

 
Min S r W
S W, 0 C = v + 0  subject to D D S W0 = ,b g , 

 

where v is the unit cost of a soldier, S is the number of soldiers, r is the cost of weapons 

and W, the number of weapons employed.  The production of defense is a function of 

soldiers and weapons.  Figure 1 shows that the optimal amount of personnel and weapons 

needed to provide for a given level of defense D0 is S0  and W0  when their costs are v0  

and r0 , respectively.  Notice that as the relative value of soldier’s compensation rises to 

v r1 0 , the optimal strategy to provide for a given level of national defense becomes more 

weapon-intensive, W S1 1 .  This conforms to our proposition that as the value-of-life 

increases and therefore, the required amount of compensation that governments must pay 

military personnel rises, there will be a tendency to substitute weapons for soldiers. 
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                                Total Number of Peacekeeping Troops Required - (N) 
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