
ENDOGENOUS DESTRUCTION IN CONFLICT: THEORY
AND EXTENSIONS

YANG-MING CHANG and ZIJUN LUO
∗

This article develops a general equilibrium model of conflict to characterize the
implications of endogenous destruction for bargaining and fighting. Specifically, we
consider the scenario where two contending parties engage in bargaining to avoid
fighting when there are direct costs (e.g., arms buildups) and indirect costs (e.g.,
destruction to consumable resources) of conflict. WicdT(o)-308(imposingon)-30s(t)-6(pecificon)-30funructial
general causes of fighting, without resorting to the assumption of incomplete information
or misperceptions. (JEL D74, H56, C7)

I. INTRODUCTION

Wars and �ghting recur throughout human
history and their causes are complex.1 Among
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�ghting. Denote VW
i as the expected payoff that

party i receives from �ghting. The two parties’
expected payoffs are:

VW
1 = p

(
y1, y2

) [
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FIGURE 1
Comparing Equilibrium Solutions
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we have VS
i > VW

i , implying that �ghting is a
Pareto-inferior or inef�cient choice.

Researchers in social sciences have devoted
considerable effort to analyzing the causes of
wars. Possible explanations of why war occurs
include incomplete information, miscalculations,
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III. EXTENSIONS OF THE BASELINE MODEL

Will the main �ndings derived in Section II
remain valid for an asymmetric world where par-
ties to con�ict differ in the effectiveness of their
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�rst-order derivative in Equation (35) at the �ght-
ing equilibrium,

{
ŷW
1 , ŷ

W
2

}
, yields

(36)
∂V̂
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APPENDIX B: THE EQUIVALENCE OF NASH
BARGAINING AND THE SPLIT-THE-SURPLUS RULE
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condition for the derivative in (A2) to be negative can be
derived as:|||||||η
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