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War and peace 

THE ECONOMIC COST OF A RETURN TO CONFLICT IN SUDAN 

After years of conflict, South Sudan voted in January 2011 to become an independent 
state, with the date set for July 9th.  There is some hope this will help to bring peace; but 
a return to violence is still a real risk. This would not only have a terrible human cost, 
but also an economic one.  The Aegis Trust asked Frontier to estimate the scale of this 
loss, to inform decisions in Sudan, its neighbours and the wider international community.   

In January 2011, the people of South Sudan voted overwhelmingly in favour of 
independence.  The referendum came six years after the 2005 Comprehensive 
Peace Agreement brought a formal end to a civil conflict between northern and 
southern Sudan that had lasted twenty-two years.  While the referendum passed 
off more peacefully than many had dared to hope, the security situation in South 
Sudan remains poor.  Military tensions are evident in disputed border regions.  
Factional violence between militias continues in the South. 

The past provides grim evidence of the likely human cost of a return to war. No 
one really knows how many people were killed during the twenty-two years of 
conflict, but the best guesses seem to be that about two million died and a 
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further four million were displaced.  The economic impact is even harder to 
assess, but it too carries weight in the decisions of Sudan’s people, its neighbours 
and the wider world.  So the Aegis Trust, an NGO, commissioned Frontier to 
make some estimates of the possible economic cost of a return to war in Sudan. 

THE FOUR HORSEMEN OF THE APOCALYPSE 

Economists are used to modelling all kinds of scenarios, but even so, the political 
and security risks in Sudan stretch their techniques to the limit.  Still, the results 
illustrate the range of possible economic impacts from political developments.  
There are four broad channels through which war affects economic activity: 

 Destruction.  War destroys both human capital, through death and injury, 
and physical capital, through the destruction of infrastructure and housing.  
And once factories, bridges, power lines and transport have been damaged, 
other economic activity becomes harder. 

 Disruption.  If people are forced to flee their homes, their productive 
activities – such as farming – are disrupted, while assets abandoned may be 
stolen or destroyed.  Refugees may not be able to work, and are more 
vulnerable to hunger and disease; while the breakdown of social order 
increases the risks and costs of doing business. 

 Diversion.  During conflict, government resources are diverted from 
productive to destructive purposes.  This is a double loss: not only is 
spending on infrastructure, health and education cut, but government is 
paying for activities that harm the economy.  Diversion also occurs as skilled 
workers flee and the better off shift assets abroad. 

 Dissaving. In desperate situations, people draw down their savings or sell 
their property to stay alive.  This desperation to sell may lead to very low 
returns on assets that could have been used to fund more productive activity. 

It is obvious, therefore, that 
civil war can have a serious 
effect on national output.  But 
the scale of the impact will be 
influenced by many factors, 
like the length of the conflict, 
and the previous state of the 
economy; in some of the 
poorest economies, economic 
performance is so weak 
anyway, or infrastructure so 
rudimentary, that the impact 
in dollar terms of civil war 
may be less marked. 

To make estimates for Sudan, we have applied the results of academic research, 
most notably that of Paul Collier of Oxford University, who has attempted to 
arrive at an “average” effect from a major analysis of civil war world wide. As to 
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the years after conflict finishes, we have also used Collier’s estimate that there is 
typically a “peace dividend” of accelerated growth in the years immediately 
following a conflict. We have assumed that any peace dividend would be only 
about half as great, year by year, as the downward impact of civil war – from 
which, therefore, it would take a long time to recover.  The chart on the previous 
page illustrates, in stylised form, this approach to the economic cost. 

BAD OR WORSE 

But first, we had to arrive at a range of possible outcomes in Sudan to which this 
kind of analysis could be applied.  With countless variables affecting political 
developments, the range of possible outcomes had to be narrowed to a 
manageable number to test, and we reviewed these with Sudan experts.  The four 
scenarios we settled on were: 

 “Peace”.  This involved a gradual improvement in the security situation in 
South Sudan and Darfur, leading to lower military expenditure, an accelerated 
return of refugees, and higher foreign trade and investment. 

 “Business as usual”.  This scenario involved a low level of conflict, with 
continued instability, lawlessness and sporadic militia violence; in other 
words, broadly the continuance of the current situation.  We therefore used 
this as the base case against which we compared other scenarios. 

 “Medium conflict”. This involved a return to civil war lasting some seven 
years (the average length of civil wars worldwide in recent years). 

 “High conflict”.  This involved escalating violence in South Sudan, Darfur 
and eastern Sudan, leading to a civil war lasting fourteen years. Sudan 
becomes a violent “failed state”, with Khartoum increasingly unable to exert 
control over the wider country. 

Since the previous civil war lasted much longer than that, the costs associated 
even with the fourth scenario may be an underestimate of the true “worst case”. 

To arrive at the full costs of the conflict scenarios, we needed to look at the 
impact on both Sudan itself and other countries in the region (particularly 
Ethiopia, Kenya and Uganda), as well as the broader international effects.  As the 
table below shows, the analysis suggests a range of costs to Sudan of $52bn-
$81bn over a ten-year period, depending where on the spectrum between 
“medium” and “high” conflict the outcome is.  Even the “medium conflict” 
figure is equivalent to some 80% of Sudan’s current annual GDP. 

For Sudan’s neighbours, the impact of a return to war would also be severe.  
While neighbouring countries might gain from a diversion of investment away 
from Sudan, or from an increase in export demand from countries which 
previously bought Sudanese goods, neither of these factors is likely to be large 
given the present state of Sudan’s economy; and in any case are likely to be 
outweighed by the drop in Sudanese demand for their goods and the spillover 
effects of violence and lawlessness.  Past evidence suggests a reduction in growth 
for those countries costing $29bn-$46bn over ten years. 
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The cost of conflict  

 Medium conflict 

scenario 

High conflict 

 scenario 

 10 years 25 years 10 years 25 years 

Sudan $52bn $118bn $81bn $363bn 

Neighbours $29bn $52bn $46bn $164bn 

International Community $29bn $58bn $32bn $62bn 

Total $110bn $228bn $159bn $589bn 

Costs are shown in 2010 USD relative to the business as usual scenario of continued sporadic violence 

The wider ripple effects are still harder to estimate, since they depend largely on 
the choices made by the international community as to whether and how to 
intervene in a conflict in Sudan.  Given current levels of humanitarian and peace-
keeping expenditure, however, a range of $29bn-$32bn seems a fairly modest 
estimate for a ten-year period.  Significantly, this does not include the impact 
beyond Sudan’s immediate neighbourhood of trade losses, hosting refugees or 
the security risks posed by a failed state, which could be much higher. 

There is one further important caveat.  This analysis does not consider separately 
any loss of oil income, which at present accounts for 10-20% of Sudan’s GDP.  
Clearly civil war would present the risk that oil revenues would be hit.  However, 
oil which is not extracted during a war would remain available for future 
exploitation, and we therefore have not included it in our calculations of 
permanent loss.  Nonetheless, in the short term, interruption of oil flows would 
have a severe effect on national income. 

CONCLUSION 

These dollar numbers pale in comparison with the human cost of civil war, as 
evidenced by the slaughter and suffering of the 1983-2005 conflict.  
Nevertheless, estimates of the economic costs, however rough and ready they 
must be, provide a further dimension to the debate.  Such a large scale loss in a 
very poor country magnifies human suffering, and also spills over into other 
economies and the wider international community.  This knowledge may help to 
inform decisions in Sudan and elsewhere about the possible benefits of building a 
lasting peace, and the costs of failing to prevent a return to war. 

This paper draws on research by Paul Collier presented in Oxford Economic Papers 
(1999).  The full report for the Aegis Trust is also available on Frontier’s website. 


