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• Aim of this topic is demarcation of basic economic 
context of securing and providing defence and 
security. 

• As partial aims of this lecture, we can see: 

– description of historical development of relation 
among economy, defense and security, 

– demarcation of basic principles influencing analysis of 
relationships between economy and defense, and  

– explanation of defense from theory needs and goods 
point of view. 
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• Defense and security as public welfare 

• Defense, security and economy 

• Interconnection study of wars and economic 
theory 
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Defense, Security as Public Welfare 

• Defense, security – basic state functions, public 
government is crucially responsible for its 
securing. 

• Financial and economic demandingness of 
providing of these functions was increasing 
gradually. 

•  Externality character of these functions, 
benefitness for all citizens, demands tax financing.   
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Defense, Security and Economy 

• Economy determines basic conditions for 
defense providing.  

• Defense is dependent on resources which are 
produced by economy (human, material, 
financial).  

• Defense influences economy structure 
(possibly economy performance).  
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Interconnection study of wars and economic 
theory 

–Economy as a resources generator for defense and 
security; 

–Macroeconomic effects of defense and security;  

–Economic theory as explanatory tool for states 
behaviour;  

–Economic Management within defense. 



RELATIONSHIP BETWEEN ECONOMY, 
SECURITY AND DEFENSE: A 
HISTORICAL PERSPECTIVE 
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• National Security as a public good in Adam Smith  
• The Totality of War 

– Manpower Mobilization 
– Mobilizing the Industrial-Technological Potencial 

• National Security and Economic Wealth in Economic Thought 
– National Security and Economic Wealth: Complementary or Competing 

Goals? 
– National Security and Economic Wealdth: Reciprocal Influence 

• The Profit and Loss of Wars 
• Marxism and Economic Benefit of Wars 
• Macroeconomic Effects of Wars 

• National Security and Econmic Wealth: A Macro-Historical 
Perspecitve 
 
 

A Historical Perspecitve: How Security and 

defense became and economic issue 
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ECONOMIC PRINCIPLES PLAYING 
CRUCIAL ROLE WITHIN ECONOMIC 
ANALYSIS OF NATIONAL DEFENSE 
AND SECURITY  
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• Principle of  opportunity costs; 
• Principle of marginal benefits and costs; 
• Principle of substitution; 
• Principle of diminishing returns; 
• Principle of incentives role; 
• Principle of principal and agents relationship; 
• Principle of economies of scale. 

 
 

Economic principles playing crucial role within 

economic analysis of national defense and security  
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NATIONAL DEFENSE AND SECURITY 
FROM THEORY OF GOODS AND 
NEEDS POINT OF VIEW 
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• National Defense and Security and the Theory 
of Needs.  

• National Defense and Security and the Theory 
of Goods. 

National defense and security from theory of goods 

and needs point of view 
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National Defense and Security and the Theory of Goods. 

National defense and security from theory of goods 

and needs point of view 
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• Defense, Security and Economy are reciprocally 
connected and are influenced themselves 
mutually.  

• Economy is dependent on defense, without ones 
it is not able to generate output and other 
resources, in contrary defense is dependent on 
economy to secure territorial defense of state. 

• Defense and Security due to way of its 
consumption close to pure public goods.  
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