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INTRODUCTION

Both at home and abroad, national economies need secure conditions to deliver the highest possible perform-

ance. At home within an economy different interests of all participants have to be balanced. The fragile equilibri-

um is sensitive to turmoil in manifold way. The result always leads to a destruction of factors of production, a de-

cline in economic growth and a loss of financial assets. Modern national economies are open economies embed-

ded in the worldwide flows of goods, services and money. Thereby economic turmoil in one country can easily 

spill over to other countries, causing economic turmoil with different impacts on the whole national economy or dif-

ferent parts of the economy. Security in a broader sense therefore plays an important role for economic activities1.

Let’s consider two of the most dramatic examples of economic turmoil within the last decade. Recall the attack on 

September 11, 2001 on the World Trade Centre. This attack effected many areas of life, especially the regional 

economy of New York, but also as a result of the multiplier effect, the economy of the United States of America. 

The following figure gives a brief overview of the effects of the attack on the World Trade Centre on the eco-

nomy2.
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Figure 1: Economic Effects of the September 11, 2001

Following the September 11 attacks, the U.S. Government developed a National Strategy for Combating Terror-

ism, which outlined the policy framework for coordinated actions to prevent terrorist attacks against the USA and 

its allies around the world and to guarantee secure conditions for business activities and the functioning of the 

whole economy. 

At the beginning of 2008 the financial markets around the world were in great turmoil. These disturbances have 

generated pessimism among consumers and producers. Many small investors and equity traders lost a lot of 

money on the stock exchange and enterprises fell in value during the turmoil. All the participants in the market re-

member Black Thursday on October 24, 1929. In the end, the grim mood in response to the turmoil of the finan-

cial markets can lead a national economy and even the global economy into a deep recession. Following the tur-

1 See in more detail Pöcher H.: Globalisierung-Die Herausforderung des 21. Jahrhunderts, in ÖMZ 2/2006 and Pöcher H.: Si-
cherheit im Seehandel, in ÖMZ 4/2004
2 An early attempt to analyse the effects of the September 11, 2001 was maid by Breunig, Strunz, Pöcher: Wehrökonomik-Ent-
wicklungen im internationalen Kontext, Lang, Frankfurt 2006, Seite 285
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moil on the financial markets, the U.S. Federal Reserve Bank relaxed the discount rate to stimulate the economy 

and give consumers and producers the feeling of secure economic conditions.

Both of the situations depicted here demonstrate that daily life is determined by uncertainties. This fact leads us to 

the question of what security is, and how security affects special areas of the activities of the whole society. In a 

further step it is necessary to develop strategies against the turmoil which threatens a society.

In this paper, I first present a definition of Security and Security Policy. In the main part I analyze the effects of the 

security policy on the economy. In the concluding remarks I propose strategies for a state to manage the eco-

nomy to be secure against turmoil of different kinds. The paper is based on a thorough research work during the 

past four years when I was the head of the working group “Economy” of the Reform Commission of the Austrian 

Armed Forces. 

SECURITY AND SECURITY POLICY

Security is  the  result  of  many factors:  political,  psychological,  ecological,  social  and economic,  for  example. 

Though security affects nearly every process in a society, it is an important task for a government to create se-

cure conditions for living, working, trading and so on. Figure 2 gives a brief insight of the connections of security 

to important fields of politics.
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Figure 2: Connection between Security and important fields of politics

To  guarantee security for every citizen and to the society, the  Security policy is an elementary policy area for 

every state. As Buchbender, Bühl and Kujat argue (1992, p. 134.)3, security policy can be defined as the sum of 

political goals, strategies and instruments that serve external security, state sovereignty and the government’s 

ability to act, as well  as the independence and political self-determination of a state. The shape that it takes indic-

ates the role a state is willing to assume both regionally and globally. The primary task and goal of security policy 

is to defend the state from external threats as well as to remove the structural causes of potentially violent con-

flicts: avoidance of violence by granting rights to minorities, prevention of ecological disasters and maintenance of 

stable economic and social conditions. Like no other field of politics, security does influence economic policy, the 

field of policy which steers the national economy. It is worth noting that the guidelines of the economic policy of a 

state should be based on a „National Economic Strategy“.

POLITICAL GOALS AS A PART OF THE SECURITY POLICY AND ECONOMY

As I mentioned above, security policy is the sum of political goals, strategies and instruments. The three addends 

can be further divided as follows. The Political Goals as a part of security policy can be subdivided into the pro-

gramme of the government and the programme of the opposition. While the programme of the government con-

3 See Buchbender, Bühl, Kujat: Wörterbuch zur Sicherheitspolitik, Mittler&Sohn, Herford 1992, Seite 134
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tains the guiding principles for the legislature period, the programme of the opposition contains the standpoints of 

the opposition. Because both programmes only roughly contain the strategies of the different political camps for 

implementing their political goals, these programmes are normally not suitable for and worth a deeper analysis. 

What is important for every reader of these programmes is to get to know something about the National Economic 

Strategy and how the government or the opposition can guarantee its frictionless functioning. In my opinion it is 

not easy to find a scientific definition of “National Economic Strategy”. The National Economic Strategy should 

normally consist of statements on the economic system and the economic structure - fiscal and monetary policy 

― Agrarian, Industrial and Trade Policy ― Research and Development Policy. It would also be important for the 

National Economic Strategy to contain guidelines for a secure business location, and guidelines for Economic 

Warfare. Both guidelines receive due attention in the course of the essay. 

The first guideline I want to present is the guideline for a secure business location.  For the growth of the eco-

nomy, foreign direct investment, the foundation of establishments of foreign owned enterprises and research and 

development centres are important. To attain all these benefits a country has to present itself as a secure location 

for business activities like investments and the establishment of foreign research and development centres. With 

regard to outside and homeland security, three factors are important for foreign enterprises for establishing places 

of business: geographic range of input factors, what risks concretely threaten a country, and the country’s possib-

ilities to put an end to disturbances and troubles (e.g. elementary catastrophes). Therefore large enterprises have 

classified all countries into a long list (all secure business locations) and into a short list (all possible secure loca-

tions). To serve as an example of the categorization of a state into a long list or a short list state consider the situ-

ation of Austria. Austria has the reputation of being a secure business location (a long list country). During the 

Cold War it was a favourite place for business, and for spies of all nationalities too. Nowadays Austria profits from 

the preventive measures of the NATO against the new threats without adequate contribution. For this reason 

there are cases in which Austria was downgraded from the long list to the short list.

The second guideline which should be an integral part of the National Economic Strategy is Economic Warfare4. 

For a long time power and influence of states has been based not only on military power but also on economic 

strength. With their economic policy, states attempt to guarantee the best possible standard of living for their pop-

ulation. This can only be achieved by attaining to a strong position in the world economy and protection against 

attacks from opponents. For this reason states are vitally interested in strengthening their economies. For two 

decades the world economy has been a subject of a strong transformation process. Scientists and politicians call 

this process Globalization and Geo-Economy. All countries are affected by these new phenomena and the effects 

will be felt for years to come. The more countries industrialize their economy, the more they will be affected by the 

international economic competition. The process of globalization comes only to an end wherever impetuous eco-

nomic growth cannot be attained.

If enterprises accept the rules of market economy they have a clear vision of their future development. In times of 

stagnation or recession of the world economy an enterprise is only able to enlarge its sales by driving competitors 

out of the market. When we carefully analyze the economic situation in Europe, the economic reality tells us that 

the competition and the struggle for market shares will become tougher in the future.

Since the end of the Cold War the threats have been changed and people perceive military threat not so strongly 

as other threats, e.g. terrorism, proliferation or the threat resulting from globalization of the world economy, be-

cause the later causes unemployment and the decline of welfare. 

In the course of history, every state has developed its own threat scenario. A majority of Americans for example 

now declare in opinion polls that Japan is a greater threat than the Soviet Union. Many Japanese for their part still 

define as a national economic goal the overtaking of the United States, in terms that suggest the desire to humble 

Americans,  if  only statistically.  The French now express fears of  German, economic domination, as do other 

Europeans, while the British are apt to resent the economic success of other countries as if the success of others 

was the cause of their own travails.

4 For a more detailed analysis of the „Economic Warfare“, see Pöcher H.: Wirtschaftskrieg, in ÖMZ 4/2005
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Wars are a part of humankind like laws of nature. The War, Carl von Clausewitz once wrote, is an act of power to 

force an enemy (opponent) to fulfill one’s own intention. Wars which were fought with military methods have been 

the objects of many scientific surveys. Special kinds of wars like economic warfare have not been analyzed yet. 

Therefore there is no detailed entire description. Economic warfare in the sense of this survey will not include the 

warfare against the enemies’ armament industry and important facilities for daily life during a war with military 

forces. On a broader basis economic warfare as a fact is only discussed in the public in the USA and France. In 

France there is a special college, the Ecole de Guerre Economique, which was founded in 1997 by General Jean 

Jean Pichot-Duclos in Paris. This institute offers a special course on economic warfare. Later it will be discussed 

the content of the course. In the USA Georgetown University in Washington D.C. offers a special course within 

the further education program called „Business Intelligence Strategies“. 

In my essay economic warfare will be discussed on the basis of my own definition: Economic warfare is warfare 

based on non-military methods with the purpose hitting the opponent’s economy. At the end of the war the oppon-

ent’s economy should have lost market shares and one’s own economy should be better off.

In history we can find a lot of examples of economic warfare. In this essay we will discuss Napoleon‘s economic 

warfare against England and Hitler’s economic warfare against Great Britain.

After Napoleon couldn’t invade and defeat England with military means he thought that England could be de-

feated by economic warfare. Therefore he imposed an embargo on England. The embargo was not successful 

and did not harm the British economy in a decisive way. 

Hitler’s economic aggression against the English economy is another example of economic warfare. During the 

Second World War in 1940 Germany lost the Air Battle over England and after that time it was not possible to de-

feat England with military means. Hitler therefore ordered “Operation Bernhard” named after SS Major Bernhard 

Krüger. 142 prisoners in the Concentration Camp of Sachsenhausen produced British counterfeit 5, 10, 20, 50 

pound banknotes. The counterfeit money had an equivalent value of nearly 135 million Pounds (today worth 3 bil-

lion Pounds). With this large amount Hitler wanted to send the British Economy, into the barter economy of the 

Stone Age. The operation was never carried out and only few pound notes reached the English economy. Most of 

the money produced was sunk to the bottom of the lakes of Traun and Toplitz just before the end of the war. Per-

haps some notes were pocketed by higher Nazi officials to finance a carefree life after the war far away from 

Europe.

The most important and effective weapons in economic warfare are government subsidies and granted loans with 

low interest rates. It now costs billions of US$ to design and engineer in detail a new airliner money that Boeing 

and McDonnell-Douglas must borrow up front, and pay interest on every day during the several years that pass 

from the start of design to the first sale of a complete aircraft. Airbus Industries is virtually exempt from such finan-

cial agonies: its first airliner, the A300, was launched in May 1969 with $800 million in government subsidies; the 

A 310 that followed was developed from July 1978 with a $ 1 billion subsidy; next the A 320 was started in March 

1984 with $ 2, 5 billion and finally the A 330 and A 340 were launched in June 1987 with $ 4,5 billion in govern-

ment subsidies. These government subsidies have a great influence on the price calculation. Because Airbus In-

dustries have a lower cost structure than the US airliner industry, they can charge lower prices. Facing a compet-

itor that can sell below cost year after year, decade after decade, and continue to expand, Boeing and McDonnell 

Douglas have naturally lost many potential sales simply because they were under priced. 

Other weapons of the economic warfare which can be used both defensively and offensively are monetary meas-

urements. The devaluation of one’s own currency to reduce the price of exports is an important strategy. Money 

laundering to legalize illegal earnings also plays an important role. With the legalized money, further economic 

warfare  can  be  financed.  One  of  the  most  important  reasons  for  money  laundering  is  to  finance  warfare 

strategies. Another weapon is stock exchange speculation. With this weapon share prices can be devaluated and 

as a result enterprises can lose market shares.

Fiscal policy is an important weapon to improve the competitiveness of one’s own economy. With purposeful use 

of taxes, contributions and customs duties states can thereby strengthen their own economy’s competitiveness.
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Education and investment in human capital is one of the most important factors in achieving economic progress. 

Today among economists it is widely accepted that investment in education and human capital generates eco-

nomic growth. For the further development of a developed country it is vital to have research and development 

capacities at one’s disposal. For this purpose developed countries head hunt the most qualified scientists to make 

use of their research results and thereby strengthen their own economy.

Espionage is and was an important factor in economic warfare. Political and military leaders need all available in-

formation to assess a current situation. Therefore they use all available human and nonhuman resources to get all 

the necessary information about the enemy’s position, economy and other important things. In the chain of inform-

ation collecting espionage is the practice of obtaining secrets from rivals or enemies for military, political, or eco-

nomic advantage. It is usually thought of as part of an organized effort. During the Cold War intensive espionage 

between the NATO and the Warsaw Pact had taken place, but recently, espionage agencies have targeted the il-

legal drug trade and those considered to be terrorists. Nowadays the industrial espionage conducted for commer-

cial purposes instead of the usual national security purposes is becoming increasingly important. Most large cor-

porations openly acknowledge the existence of departments to perform the legal aspect of corporate espionage. 

And they also spend considerable amounts on precautions to protect against more cloak-and-dagger varieties. 

The United States government recently admitted to use of commercial espionage, for example using surveillance 

of phone calls and using Echelon, the largest electronic spy network in history. The modern warfare of the 21st 

Century is characterized by the intensive use of electronic and communication technology. “Network centric war-

fare” is one of the most common expressions in military discussion. The use of new technology allows a more ef-

fective reconnaissance, deception and security measurements. In economic warfare receiving and veiling of in-

formation is of vigorous importance. Successful leaders of enterprises normally act in the same way as military 

leaders do. They collect all available information, analyze it and make decisions on the basis of their analysis. 

One of the founders of the Ecole de Guerre Economique in Paris explained that many leaders of enterprises have 

a careless relationship to information and therefore it is important to drive home the value of information. The 

Ecole de Guerre Economique educates the students to learn the best practice in receiving and using all informa-

tion. Particularly aggressive kinds of economic warfare are the use of biological weapons against the opponent 

agriculture and the use of embargo and special economic sanctions against so-called rascal states.

The last decades have been characterized by an intensified conflict between the rich and poor countries. Because 

the poor countries are owners of important raw materials they use the raw materials as a weapon to achieve bet-

ter terms of trade. Both sides can win this war only when they use a strategy which is provided by game theory. 

All of the methods discussed above and weapons of economic warfare are by no means comprehensive, but the 

discussion shows us the great variety of this kind of warfare. These facts leads us to the question in which way 

states should develop their own economic warfare strategies and training programs to have the best educated 

personnel available for economic warfare.

Only a few of all independent states in the world have recently fought wars, but all of them have established a 

Ministry of Defense. None of these states maintain a Ministry for Economic Warfare. Only the super powers have 

installed special governmental institutions to collect information which is useful for managing economic warfare to 

impose the nation’s economic interests on other nations. While military planning is a core task of a government 

the planning process of economic warfare could also take place within large enterprises. If the interests of states 

and the interests of enterprises are not the same, it is important to coordinate the different standpoints to find out 

the best strategy for combined economic warfare.

After discussing economic warfare in general, we have to answer questions like who are the best qualified per-

sons for planning and steering economic warfare and what role should career officers play in this kind of warfare. 

In military warfare the ability of military leaders was characterized by a balanced combination of talent and the 

successful use of the military knowledge. Career officers are best educated to meet these requirements. In eco-

nomic warfare the success results from a well balanced use of knowledge about the influence of the measures 

taken on the economic process, and the talent of analyzing the economic circumstances. Career officers who 
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studied economics are best qualified to plan and steer economic warfare. Besides it is necessary to think about 

the offer of courses in economic warfare. Every nation should take the Ecole de Guerre Economique in Paris as 

an inspiring example. Many enterprises are quite satisfied with the graduates of this institution. 

STRATEGY AS A PART OF SECURITY POLICY AND THE ECONOMY

The word  “strategy” has various meanings. For the purpose of the essay “strategy” means how the state con-

sidered is embedded in the global community. Basically it means that a state is neutral or a member states of an 

alliance.

Neutral states have economic advantages during wartime. Neutral states can do business with all states involved 

in a war, for example Sweden and Switzerland during World War Two. In peacetime however neutral states have 

both economic advantages and disadvantages. The economic advantages in peacetime are the same as in war-

time. Neutral states can do business with any country. The disadvantages in peacetime mainly exist in doing busi-

ness with members of an alliance. Because of their autonomous security policy, these states have barriers to 

entry into a market of an alliance. This fact normally leads to higher prices for weapons and other military goods, 

which neutral countries have to buy from non-neutral states to equip their armies with the most modern weapon 

systems.

With respect to the economic advantages we can analyze the economic advantages of a member state of an alli-

ance by use of Figure 3.

Figur3: Economic advantages as a member state of an alliance

Source: Kennedy G.: The Economics of Defence, Rowman and Littlefield 1975, Page 54

In figure 3 we measured the amount of military security purchased along the horizontal axis and the cost of civil-

ian goods on the vertical axis. The model is based on the concept of the production possibility function and the 

community indifference curves. The realism of the concept will not be argued. The production possibility function 

AB shows all the combinations of output at the most effective levels of a country. The indifference curve is based 

on the assumption that if an individual prefers more of something to less of it, he must be indifferent to equal 

amounts. The indifference curve connects all points to which the individual is indifferent. In our model the soci-

ety’s indifference curve I’ touches the production possibility function at P. This is an optimum combination of civil-

ian goods and military goods in the case of the country. At point P the country will produce OF of civilian goods 

and OQ of military goods. If the country joins a military alliance what happens? The country benefits from the ad-

ditional military security of the alliance. In the model this is shown by AM. The additional security moves the pro-

duction possibility function outwards from the origin to a new tangential position with a higher indifference curve I’’ 

at R. The new combination of civilian goods and military security available to the country are OD of civilian goods 

and OS of military security. Total security is OS but the alliance contributes AM (ON) of this, and the country con-

tribution only NS (instead of OQ outside the alliance). As the military effort required is less, this releases re-
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sources for civilian goods available for consumption. On most scales of welfare it would be considered to be bet-

ter off.

A membership in international organizations can affect the national economy manifold. Recent years have been 

seen a shift in the way the international community thinks about the relationship between security and develop-

ment. Specifically, it is now recognised that security and sustainable development are closely interlinked and mu-

tually reinforcing. One consequence of this new thinking has been the increasing involvement of development or-

ganisations in peace building activities. A similar logic has been at work with regard to humanitarian organisa-

tions. An active military contribution during military operations of international institutions, for example the particip-

ation in a Peace-Keeping operation can guarantee more power in the institutions of the organisation (i.e. Security 

Council of UNO) and can also be used as a “door opener” for the economy of the peace-keepers.

INSTRUMENTS AS A PART OF SECURITY POLICY AND THE ECONOMY5

The most important Instruments of Security Policy are Armed Forces, Armed Police and Development Coopera-

tion. The concrete configuration of these three instruments has a great influence on the economy and on busi-

ness activities. 

In economic understanding the Armed Forces and the Armed Police produce security. The production of security 

is a process in which factors of production are used to produce domestic security or missions abroad. These 

factors of production are land, labour, capital and preliminary work. Figure 4 gives an overview of the production 

of security.
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Figure 4: Production of Security

On the left side of Figure 4 the input factors are listed and on the right side the output is drawn. To produce the 

public good security, Armed Forces had to combine the factors of production land, labour and capital. As a result 

of this production process the country gets Security as an output. While a producer of a civilian good has a clear 

sight of the cost structure of his production process and the value of his output, it is not possible to measure the 

output of the production process of security, for example a domestic operation. This fact leads to the wrong con-

clusion that the result of the production process within armed forces is inefficient. So it is necessary to find a 

mathematical method to calculate the output of the production process of Armed Forces to counter the critics of 

Armed Forces who often say that Armed Forces are a nonproductive sector of the economy.

For their activities Armed Forces need land for housing, training areas, airfields and wharfs. In this case the forces 

have to compete with private investors for land. The intense use of  land by forces causes negative external ef-

fects (i.e. pollution and noise) which lead to protests byf the neighbours and the call for compensation payments.

5  For a more detailed analysis of the instruments as a part of Security Policy and the Economy, see Pöcher H.: Geld, Geld und 
nochmals Geld, Das Österreichische Bundesheer als Wirtschaftsfaktor von 1955 bis in die Gegenwart, Gra&Wiss, Wien 2006, 
Seite 38ff
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The recruitment system has an influence on the labour market. In the case of a volunteer army, Armed forces are 

job providers on the labour market like any other employers for example the security services. The forces have to 

pay the same price for labour as other employers. In contrast to a volunteer army a draft army recruits most of 

their personnel by act of law. For this type of army there is no special need to be present on the labour market. 

Furthermore the numerical strength of the armed forces can be used as a regulator for the labour market, for ex-

ample to cut down the unemployment rate. 

The employment system of the Armed Forces has direct or indirect impacts on the regional and national eco-

nomy. Soldiers and the civilian personnel employed by the Armed Forces use the wages paid by the armed forces 

for consumption. These expenditures on consumption could be an important factor for a regional economy. 

Capital consists of money and the stock of equipment (weapons, cars, trucks, buildings). The money is provided 

by the government by means of the defence budget which is used to pay the personnel of the armed forces and 

to buy weapons and military and civilian (=Dual-use) goods and to cover operating expenses. 

An important factor is the procurement of weapons and other military goods by the government, especially by the 

Ministry of Defence. The defence sector is usually characterized by some kind of coalition between the defence 

industry, defence department bureaucracy and military staff, the strongest version of this cooperation behaviour 

being the military-industrial complex. In nearly every country of the developed world the defence industry plays an 

important role in the network of the national security policy. The defence industry and the defence industrial base 

are important for a country, because it guarantees independence from imports of weapons, military and civilian 

goods used by the forces. The results of research and development in the defence sector is also important for the 

civilian industry sector. In nearly every weapon deal, counter trade is used as a part of the bargain. Counter trade 

interacts as a door opener for further dealings and can be used to overcome the barriers to entry a protected eco-

nomy.

The amount and allocation of the defence budget has effects in macroeconomic terms, e.g. consumption in the 

public sector (high military spending reduces the available amount of government spending on other expense 

items (e.g. social security or education) and it causes negative and positive spillovers. The most important negat-

ive spillover is the establishment of a powerful ”Military Industrial Complex“. Positive spillovers are technological 

spillovers, human capital and infrastructural spillovers

The effects of military spending on the regional and national economy can be tested by the use of econometric 

models. In nearly every country, economic research institutes have developed such econometric models. One of 

the most important  econometric  models  is the Washington University Macro Model  (WUMM) which  was  de-

veloped in the USA at   Washington University.  The model  consists  of  350 equations and is  appropriate  for 

demonstrating special effects of the government’s economic policy on the whole economy. For the purpose of this 

lecture, I will present a result of a test in which it was assumed that the government reduces the purchases (in-

cluding purchases for military purposes). In brief the result of a test was as follows. A decline in government pur-

chases reduces aggregate demand, puts downward pressure on prices and thereby raises the real money supply, 

in turn lowering real interest rates and stimulating investment and hence private capital formatting. The increase 

in the private capital stock raises the economy‘s productive capacity.

In the next step we have to analyze the effects of domestic operations and missions abroad on the national eco-

nomy 6. Though a conventional war in Europe is extremely unlikely, the most important domestic operations are 

assistance missions in the case of disasters and assistance to civil authorities (i.e. patrolling the state’s borders). 

Because in the case of disasters a rapid reaction is necessary to contain the disaster the disaster Armed Forces 

as a measurement of  ready reaction will  despatched. In such a relief  effort  Armed Forces works more than 

100,000 man hours to remove destruction. No civilian organisation could achieve the same results. In the case of 

assistance to civil authorities, Armed Forces are on patrol alongside the national border to prevent illegal border 

6  For a more detailed analysis of the instruments as a part of Security Policy and the Economy, see Pöcher H.: Geld, Geld und 
nochmals Geld, Das Österreichische Bundesheer als Wirtschaftsfaktor von 1955 bis in die Gegenwart, Gra&Wiss, Wien 2006, 
Seite 38ff
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crossing. It is worth mentioning that the prevention of illegal border crossing is an important contribution to the la-

bour market and internal security (e.g. illegal immigrants with no skills cost a lot of money and among illegal im-

migrants and there could potentially be terrorists among the illegal immigrants).

Missions abroad, mostly peace operations or peace support operations, are important for the stability of a country 

or region. Stabilisation of a region is a basic requirement for economic activities. Like the motto “Trade follows the 

flag”, Armed Forces can be used as a door-opener for business activities. While the troops provide security, en-

terprises of the same nationality which follow the troops can do their business. This cooperation can be viewed as 

part of civil military cooperation (CIMIC)7. The cost and benefits of such a mission can be calculated using a Cost-

Benefit-Analysis. 

In brief, I want to suggest the importance of development cooperation for the national economy. As a part of the 

security policy, development cooperation is organized by the Ministry of Foreign Affairs. Development cooperation 

functions as follows: A country gives development aid in the form of money to selected countries. With the addi-

tional  money the developing countries can buy good and services. Normally the countries become buyers of 

goods and services produced by the donor‘s country. Therefore the donated money fulfils two functions: With the 

additional money the developing country gets the opportunity for further development, and the economy of the 

donor country gets orders paid by money which has originally come from to the developed country. As a result, 

both countries are better off.

CONCLUDING REMARKS

As shown in the paper, security policy has manifold impacts on the economy. Security policy is an essential policy 

area for every state and is the sum of political goals, strategies and instruments. The important elements are the 

Guiding Principles for a Legislature period, the orientation of a state with respect to the security policy (neutrality 

or membership in an alliance), the structure and equipment of the Armed Forces, and Development Cooperation.

Every state had to study carefully all the impacts of the security policy on the economy as a significant contribu-

tion to the prosperity of a country and the efficiency of the national economy. In this connection it is important to 

create research facilities and professorships to research and teach the impacts of the security policy on the eco-

nomy. Preliminary findings indicate that such academic institutions should be located in military universities.

Key words: security policy, economy.

Kulcsszavak: biztonságpolitika, gazdaság.
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