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1. Introduction  

"The goal of war is peace, of business, leisure” 

(Aristotle: N.D.) 

More than two thousand years ago Aristotle described the goals of both war and 

business as closely linked to the current concept of wellbeing, peace and leisure being 

two of the main means to reach it. However, in the current world, war and business 

cannot be understood separately as recent conflicts have proven that war affects 

business and business can feed or even motivate a war. Studying how conflicts affect 

the behaviour of business and how this translates into consequences at the micro level 

affecting the wellbeing of people is necessary to understand Aristotle’s affirmation in 

the current context. 
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The vast majority of literature has concentrated on the role of different economic 

factors on the outbreak of violent conflict, while other studies have focused on the 

analysis of the costs that violent conflict imposes at the country level. Recently this 

approach has been challenged by a new trend, which focuses on the causes and 

consequences of conflict at the micro-level. However the study of the effects of 

conflict on business and how these relate to individuals, households, and communities 

has remained underexplored.  

This paper will focus on the study of the effects of the Colombian Civil Conflict 

on business activity in the country and it will explore how these translate into 

consequences at the individual, household, and community level. The paper will first 

start by exploring the relationship between conflict and business. Second, it will 

introduce and describe the main characteristics of the Colombian Civil Conflict. Third, 

it will study the relationship between conflict, business, and households. Fourth, it will 

conclude. 

 

 

2. Violent Conflict and Business Activity 

Defining violent conflict, civil war, and business activity is a required first step 

that will facilitate the further analysis of this paper. Violence, conflict, and war have 

been often treated as synonyms (Kalyvas: 2006). This paper defines violent conflict as 

a process opposed to human development, which reduces capabilities and freedoms 

through direct and indirect negative impacts on economic and social development, 

which restricts at the same time political freedom (Fuentes: 2005). Civil war is defined 

here as a violent conflict that takes place within the boundaries of a recognized 
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sovereign entity, and which accounts with at least a thousand battle deaths a year 

(Collier and Hoeffler: 2006). Business activity is understood in this paper as the variety 

of activities performed by the private sector, which comprises large multinationals to 

micro-enterprises and self-employment (Nelson: 2000). 

The relationship between violent conflict and business activity has been widely 

discussed. Some authors have focused on the role of business fuelling violent conflicts, 

especially in the case of natural resource rich countries like the Democratic Republic of 

Congo (Collier: 2008), while others have concentrated on the potential of business in 

peace building and reconstruction (Rettberg: 2004). However, evidence about the 

effect and intensity of violent conflict on business activity is generally incomplete due 

to the scarcity of information available.  

Conflict is believed to be an impediment to business development and economic 

growth, but a few industries do benefit from it (Nelson: 2000). A recent study from 

Liberia supports this idea and reinforces the generally accepted view that non-capital 

intensive and non-trade intensive industries are more likely to survive a civil conflict 

(McDougal: 2010). Evidence from Afghanistan supports the idea that violent conflict 

generally has a direct negative impact on entrepreneurial activity (Ciarli et al.: 2010). 

Moreover, this conclusion has also been supported by a more general and recent study 

that explored the role of extreme events on entrepreneurial activity (Brück et al.: 2010). 

The majority of businesses suffer the effects of violent conflict in the form of 

increased costs, both in short and in the long term. Business costs of violent conflict 

fall in two different categories: indirect societal costs and direct costs. The indirect 

societal costs of conflict are mainly the internal costs faced by the country, like the 

destruction of the social, economic, human, political, and environmental capital, which 

are translated into a reduction of both domestic and foreign investment (Nelson: 
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2000). The direct business costs of conflict vary greatly depending on the type and 

location of the industry as well as on the role of the business in creating or 

exacerbating the conflict. However, the main direct business costs are: security costs 

associated with the payment of private security forces; risk management costs like 

insurance premiums; material losses due to the destruction of private property; 

opportunity costs of doing business; higher capital costs of operating in conflict zones; 

increased personnel costs; litigation costs; and reputation costs (Nelson: 2000). In the 

long term all these high costs can become unaffordable, especially for small and 

medium firms, which find themselves forced to reduce the number of employees, to 

relocate, or even exit the business. 

There is an increasing amount of literature focusing on how violent conflicts 

affect households, however these studies have only vaguely concentrated on exploring 

the role that business play in channelling the shocks that violent conflict have at the 

household level. Building on the study carried out by Justino on the impact of violent 

conflict on poverty at the micro level (2008), it can be stated that the effects of violent 

conflict on business are transformed into both direct and indirect costs at the 

individual and household levels. The main direct costs are the losses of labour, 

household business, cattle, livestock, and land, which are translated into reduction of 

the household productivity and an increase in risks in terms of income and food 

security. In addition, households usually react by taking the children out of the school 

and forcing them to enter the labour market (Collier and Duponchel: 2010). Moreover, 

when the situation is no longer sustainable the household may decide to migrate to a 

different region in the search of better opportunities (Ibáñez: 2007). The main indirect 

costs at the household level are those derived from the increased expenses of self-

employment or small business, like protecting crops against raiding, and the decrease 

of the prices of those commodities produced by family businesses (Justino: 2008).  
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3. Colombian Civil Conflict. 

Labelling the Colombian violent conflict is a difficult task due to its form of 

guerrilla warfare, evolution over the time, long duration, and the current relatively low 

intensity of the conflict. Recent statistics point to more than 800 deaths as a direct 

consequence of the Colombian conflict between January and September 2010 

(Alsema: 2010). Consequently the conflict is rarely named as a civil war, some authors 

like Yaffe or Camacho and Rodriguez refer to it as ‘Armed Conflict’ (2010, 2010), 

while others like Restrepo et al. or Dube and Vargas label it as ‘Civil Conflict’ (2004, 

2006a). This paper defines the Colombian conflict as Civil Conflict to reinforce the 

idea that the civilians are the main victims of the conflict. 

Figure 1. Framework for Analysing Business Engagement in Conflict 

 

Source: Jane Nelson: 2000. 

Following the framework for analyzing business engagement and consequences in 

conflict (Figure 1), this section examines the nature of the Colombian Civil Conflict 

and the activities and relationships of the main actors, before proceeding to the 

analysis of the consequences at the business and household levels. 
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The Conflict 

The origins of the current Colombian violent conflict lay in ‘La Violencia’ (1946-

1966), a civil war that took place when the country was split between the liberal and 

conservative parties (Restrepo et al.: 2004). Guerrilla groups that are currently active 

have formed based on the left wing self-defence peasant organizations aligned with the 

liberal groups during the civil war (Dube and Vargas: 2006b). Due to the geographical 

characteristics of the country, the existence of remote isolated areas, its diversity, and 

its richness, these insurgencies have prevailed over the years (Hege and Contreras: 

2008). From 1964 to 2004 almost four million people have been direct victims of the 

conflict, around fifty thousand people have been kidnapped, over twenty thousand 

terrorist attacks have been perpetuated, and around four million people have been 

forced to leave their homes and migrate (Hege and Contreras: 2008). Moreover, some 

sources argue that Colombia accounts for the second highest number of internal 

displacements in the world (BBC: 2010). 

There is no agreement regarding the exact causes of the civil conflict in Colombia, 

to the extent that the Colombian government has denied its complete existence for a 

long time. However, there are a set of root and proximate causes that have been widely 

discussed. Perhaps the most cited root cause of the conflict has been the unregulated 

internal development of peripheral and frontier regions, which has led to numerous 

migrations of landless peasants and entrepreneurs to different regions within the 

country. The other root cause is the historic inequality prevalent in the country, 

especially in the frontier economies of remote regions. The main proximate cause is 

the expansion of coca production throughout the country during the 90’s, which 

promoted the increase of territorial disputes over time. As a consequence, the 

consolidation of land for defending the coca business has been fuelling the conflict in 
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recent years (Hege and Contreras: 2008). 

The Actors 

There are four main actors involved in the Colombian civil conflict. The 

Revolutionary Armed Forces of Colombia (FARC) has its origins in the civil war, and 

is the longest standing guerrilla army whose origins have remained peasant in nature. 

The FARC obtains millions of US dollars from extortion, rural taxes, and coca 

production. More than fifty per cent of military units are also involved in drug trade, 

and most of them are well known for the practise of kidnappings (Hege and 

Contreras: 2008). The other main guerrilla army is the National Liberation Army 

(ELN), which was originated by university students inspired by the figure of Che 

Guevara and liberation theology. Their original core activities were unrelated to drug 

trafficking, but due to the loss of terrain and power in the last two decades they have 

become more favourable to this activity in recent years. Their reported combat attacks 

have been decreasing during these two decades and in 2007 they accounted for no 

more than 30 cases. The paramilitaries (AUC) appeared as a form of self-protection 

from the guerrillas, given the weak protection provided by the Colombian State. They 

are identified with the extreme right and pursue the re-establishment of regional 

governments (Hege and Contreras: 2008). The Colombian government has passed 

through different stages, but the current government of Juan Manuel Santos has 

released all the FARC hostages in exchange for peace talks and end fire (BBC: 2011). 

 

4. Linking Civil Conflict, Business, and Households. 

Based on the framework for analyzing business engagement and consequences in 

conflict (Figure1), Figure 2 introduces households as key component situated in the 
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centre of the figure. In this way it makes visible the role of households as final 

receivers of all the impacts generated by a violent conflict.  

Figure 2. Business impact channel of conflict at the household level 

 

Source: Author’s Own. 

The relationship between the civil conflict and business activities, the effects the 

conflict has on business, and the final consequences at the household level vary 

depending on the size and ownership of the companies, the specific sector, and the 

region where business operate (Rettberg et al.: 2010).  

Capital-Intensive Sectors 

The Colombian oil industry is not one of the most important players worldwide, 

but it represents one-fifth of the total exports of the country. The main players in this 

industry are foreign multinational companies that secure their activities through public-

private security agreements (Rettberg et al.: 2010). The intensification of foreign direct 

investment in the local extractive industry added to the previously existing violence 

conflict has increased the levels of conflict related to the oil industry in recent years 

(Dunning and Wirpsa: 2010). The main risk faced by this industry is the increase of the 
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global prices of oil, which is positively correlated with an exponential increase of 

violent conflict in the region (Dube and Vargas: 2006b).  

The rise of oil prices and violence translates into increased looting both by 

corrupt officials and illegal armed actors, which occurs via royalties in oil-producing 

municipalities and extortion or direct attacks to companies and employees, parallel to 

an increase in the number of homicides (Dube and Vargas: 2006b). Households are 

clearly affected by these impacts, as those family members employed by these 

companies become victims of extortion, direct attacks, and can even be killed. 

Consequently, the feeling of insecurity increases at the household level and can lead to 

displacement of the whole family as a coping strategy (Engel and Ibáñez: 2007). 

Labour-Intensive Sectors 

Coffee is the main source of revenue in the agricultural sector in Colombia, and it 

has been suggested by different authors that it stimulated industrial development and 

native entrepreneurship. The coffee region is characterised by a large prevalence of 

small land-holdings, which has been associated with peasant empowerment and even 

democratic development. Two main pillars sustained this industry: the international 

coffee agreement that protected producers from price shocks and the National Coffee 

Federation. However, both these pillars crumbled during the 90’s and the distribution 

of income changed along the chain, the producers being negatively affected (Rettberg: 

2010). This exacerbated the conflict and increased unemployment and poverty in the 

coffee regions (Dube and Vargas: 2006b).  

The direct effects of the conflict in the coffee sector at the household level are the 

increased number of homicides, kidnappings, and attacks targeting land-holding 

owners, of which the majority are farm households (Rettberg: 2010). Moreover, 

González and López argue that the average level of efficiency of farm households in 
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Colombia is reduced by more than ten per cent as a consequence of violence (2007). 

As a result of the coffee sector situation, farm households can be forced by armed 

groups to migrate (Steele: 2007), or can choose between selling their land and using it 

to produce illegal crops like coca (Dube and Vargas: 2006b). 

There has been an astonishing increase of internal displacements originating from 

within the coffee regions (Rettberg: 2010). Ibáñez and Moya conducted a study on the 

consequences of displacement at the household level in Colombia and concluded that 

both short and long term consequences of forced displacement are large. 

Displacement entails significant asset losses, disrupts risks sharing mechanisms, 

reduces the ability of households to generate income, and forces them to rely on costly 

coping strategies to smooth consumption (2006: 2010). The consequences of 

displacement for those that migrate to urban areas are enormous, as they are hardly 

absorbed into the urban labour markets. Due to the lack of appropriate skills, the 

unemployment ratio amongst displaced households can rise to levels of fifty per cent 

during the first three months of displacement (Justino: 2010). The flow of displaced 

people negatively affects wages at the destination and this harms low-skilled workers 

that compete with displaced people for jobs. The situation is particularly acute in the 

case of informal workers, especially those who are female (Calderón and Ibáñez: 

2009). As a consequence of the high flows of displaced people, the probability of 

becoming self-employed at the municipality of destination increases, most notably in 

the informal sector (Bozzoli et al.: 2010); the decision of becoming self-employed is 

understood as a means of subsistence (Mondragón-Vélez and Peña-Parga: 2008). 

Households can also decide to cultivate illegal crops like coca, an activity that has 

increased in recent years. The replacement of coffee with coca has been promoted, 

fostered, and controlled mainly by illegal armed groups that compete against 
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paramilitary groups and trafficking cartels to control the production of coca and the 

acquisition of new coffee land (Rettberg: 2010). One of the consequences in coca 

production areas, where the conflict is more acute, is the increase in youth labour 

(Angrist and Kugler: 2008). This conclusion is supported by a study carried out by 

Rodriguez and Sanchez, who argue that exposure to armed conflict increases the risk 

of school drop-out and labour market entry for children between the ages of twelve 

and seventeen (2009). Other consequences are the increase of self-employment and 

the decrease of the overall standards of living. The explanation of the latter is that 

increases in income associated to coca production lead to a worsening of the armed 

conflict, raising violent death rates, and consequently reducing the economic activity of 

the region (Angrist and Kugler: 2008). 

 

 

5. Conclusion. 

Understanding the role played by business in conflict is an area that has remained 

underexplored for a long time. In recent years an important bulk of literature on the 

topic has emerged. The majority of the studies have focused on the role of business in 

fuelling violent conflicts, while an increasing minority has focused on exploring the 

potential of business as peacemakers. At the same time, a new trend has focused on 

the study of the consequences that conflict has at the micro-level. However, these two 

trends of literature have not merged so far and the analysis of how business channels 

the effects of conflict to households is still under-researched. 

This paper has attempted to reconcile both sets of literature by studying the 

consequences at the household level of the impacts of violence on business activity in 
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Colombia. The main finding of this paper is that the effects at the household level vary 

greatly depending on the size and ownership of the companies, the specific sector, and 

the region where they operate. In the oil sector, an increase in the global prices of oil is 

transformed into an intensification of the looting activities both by corrupt officials 

and illegal armed actors and this affects households in the form of extortion, direct 

attacks, death of household members, and household displacement. In the coffee 

sector, the main direct effects at the household level are the increased number of 

homicides, kidnappings, attacks targeting land-holding owners, changes of farm 

household’s activities, and forced displacements. The latter effect carries out a set of 

additional consequences, including: asset loss, income reduction, unemployment, 

disruption of risks sharing mechanisms, and costly coping strategies to smooth 

consumption. In the case of illegal crop cultivation, the main effects of violence are an 

increase in youth labour supply, self-employment, and a decrease of the overall 

standards of living in the affected region. 

Due to the context specificity of the Colombian case, these results should not be 

applied to other conflicts. Further studies should research this link in other sectors, 

other countries, and in the context of other violent conflicts.  
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