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ABSTRACT 

 
 
Krisis finansial global 2008 memicu krisis ekonomi ketika krisis ini 
memengaruhi perdagangan dan produksi global. Krisis itu merupakan krisis 
ekonomi terburuk sejak the great depression pada 1930-an. Dalam tulisan ini, 
dijelaskan dampak keamanan yang diakibatkan oleh krisis tersebut. Ada 
kemungkinan krisis 2008 meningkatkan kemungkinan ketidakamanan militer 
dan konsekuensi geopolitik jangka panjang. Dalam jangka pendek dan 
menengah, krisis itu akan berpengaruh besar pada keamanan nontradisional 
dan keamanan manusia di banyak negara rapuh dan tidak demokratis. 
Karena itu, ada kebutuhan untuk memerkuat koordinasi kebijakan global 
sebelum krisis finansial global berbalik menjadi krisis keamanan global. 
 
Kata-Kata Kunci: krisis finansial global, keamanan tradisional, keamanan 
nontradisional, keamanan manusia. 
 
 
The 2008 global financial crisis has turned to become economic crisis when it 
affected global trade and global output. It is considered as the worst economic 
crisis since the great depression in 1930s. Because of the indivisibility of 
economic aspect to security, this paper attempts to explore the security 
impacts of the crisis. It argues that the global financial crisis might increase 
the probability of military insecurity and geopolitical consequences in the 
longer run. Furthermore, in the short and middle term the socio-economic 
repercussions of the financial crisis will greatly affects on nontraditional 
security and human security in many fragile states and nondemocratic states. 
That is why it suggests that there is a dire need to comprehend global policy 
coordination before the global financial crisis turns to be global security crisis. 
 
Keywords: global financial crisis, traditional security, nontraditional 
security, human security. 
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Global financial crisis from 2008 to present is a crisis triggered by a 
liquidity crisis in the United States banking system. It was due to 
overvaluation of sub-prime mortgage assets which started initially in the 
collapse of large financial institution such as Lehman Brothers and 
Merrill Lynch, in the United States and then impacted in the “panic” of 
the stock market around the world. Finally, the global financial crisis 
turned into an economic crisis when it affected global trade and global 
output. The World Bank reported that exports from China, Japan, 
Mexico, Russia and United States fell by 25 per cent in 2009 (Altman 
2009, 6). In the first quarter of 2009, industrial production also had 
fallen nearly13 per cent in the US, 38 per cent in Japan, 20 percent in 
Germany, and 13 per cent in the UK (Germain 2009, 673). Similarly, 
IMF in World Economic Outlook Update acknowledged that world 
growth in 2009 fell to just ½ per cent in terms of purchasing power 
parity, the lowest rate in the last 60 years (www.imf.org/ 
external/pubs/ft/weo/ 2009/update/01/, 3 June 2010). The recent 
global financial crisis is considered by many economists as the worst 
financial and economic crisis since the Great Depression in 1930s 
(www.reuters.com/article/idUS193520+27-Feb-2009+BW20090227, 3 
June 2010). 
 
While efforts to halt the deepening global recession have been initiated, 
discussion on the political-security impacts and consequences of the 
crisis also has been much debated. Niall Ferguson, for instance, warns 
that historically financial evolution appears to become ‘Darwinian 
evolution’ that potentially pave the way to revolution and war, just like 
what had happened in the French revolution in the eighteen century, 
World War I and II as well as the Korean War and the Cuban Missile 
Crisis (Fergusson 2008). In the same way, the former German Foreign 
Minister Joschka Fischer speculates that the political effects of the 
current crisis will be similar to the fall of the Berlin Wall in 1989 
(Emmanouilidis 2008). The other important view came from Dennis 
Blair, Director of National Intelligence in the US Senate Intelligence 
briefing in 2009 that characterised the global economic crisis as threat 
to global stability. He also states that the economic crisis had replaced 
terrorism as the “primary near term security concern” for America 
because of the increased likelihood of state failure, the devastating 
effects of the crisis to the world’s poorest countries, and the potential 
shift of international order in the short term, though the long term 
consequences remain unpredictable (www.dni.gov/testimonies/ 
20090212_testimony.pdf, 17 April 2010). Accordingly, Paul Rogers 
argues that the global economic recession is ‘the biggest single threat to 
security across the world’ and people from the poorest countries will be 
the most affected (Rogers 2008). 
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This paper attempts to explore the impact of global financial crisis on 
security in terms of traditional, nontraditional and human security. This 
essay argues that as economies become primary elements of national 
security, the global financial crisis might increase the probability of 
military insecurity and geopolitical consequences in the longer run. 
Furthermore, the greatest security impact in the short and middle term 
will be on the socio-economic repercussions of the financial crisis on 
nontraditional security and human security in many fragile states and 
nondemocratic states. This essay is organised in four parts firstly it will 
briefly review the dimensions of security and its interplay with economic 
crisis. Secondly it will present the impact of the crisis on traditional 
security. The next part will show the effects of the crisis on 
nontraditional security and finally it will analyse the human security 
impact of the crisis. 

 
 

Security and Its Linkage to Economic Crisis 
 

In the Post-Cold War era, security is ‘an essentially contested concept’ 
(Buzan 1991). There is a consensus on freedom from threats on the basic 
values of security but there is also serious divergence on the main focal 
point of enquiry whether it should be on national, individual or 
international level of analysis (Balylis 2001, 254). A wide range of 
literature attempted to reconceptualise the notion of security, for 
instance, Steve Smith summarises that there are at least six ‘schools of 
thought’ in security studies (Smith 2002). Among those different strands 
Terrif et. al (1996, 6) argues that there are three important aspects: (1) 
who should be the focus of security (referent objects of security), (2) the 
nature of security threat, and (3) securitisation actors- that differentiate 
security studies in three main different approach. 
 
The first approach refers to traditional security concept. This approach is 
dominated by the idea of national security and maintains conventional 
notion of military threats to the state. Stephen Walt, one of this 
approach proponents, argues that the traditional and historical essence 
of security is to understand the threats, use and control of military force 
as a means to achieve national security and ensure state survival because 
of the anarchic international system (Walt 1987, 154-64). 
 
The second approach is a nontraditional security concept that aims to 
broaden the scope of security concept beyond military to include 
political, economic, societal, and environmental into the rubric of 
security concept (Buzan et al. 1998, 2-3). Given this broad agenda, 
referent object of security is focused on the state but also, the 
community (group) and the citizen within the state. According to this 
approach, the traditional concept of security is incapable to explain the 
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emergence of new threats by nonstate actors that began to jeopardise the 
state, the community, and the citizen (Dalby 2000, 4). Furthermore, 
globalization constitutes new sources of insecurity such as terrorism, 
transnational organised crime, human trafficking and drug smuggling 
and these are all categorised as nontraditional security threats. 
 
The third approach is human security concept. This approach not only 
aims to broaden the security agenda to embrace from military to all 
aspects that affect the human condition such as political, economic, 
social, health and environmental but also deepens the ambit of security 
extended to the group and the individual (Dalby 2000, 5).  The UN 
Human Development Report 1994 defined human security as to include 
“safety from chronic threats such as hunger, disease, and repression as 
well as protection from sudden and harmful disruptions in the pattern of 
daily life” (Commission on Global Governance 1995). Later the concept 
was expanded to include economic, health and environmental concerns 
as well as physical security of the individual. This approach moves away 
the referent object of security from the state to the individual. According 
to this approach one of the most important goals of security is human 
emancipation (Booth 1991, 318). 
 
 The relationship between economic prosperity and security is indivisible 
(Kelton n.d.). Since the classical mercantilist era, wealth (economic 
prosperity) has been considered as sine qua non for power (national 
security). Realist perspective in international relations acknowledged 
that natural resources, geographical location and economic productivity 
along with military capabilities are significant components of national 
capabilities that determine the state’s survival in self-help international 
system (Morgenthau 1993). In a different way, liberal perspective argues 
that economic prosperity will contribute to human freedom: “freedom 
from wants and freedom from fear” (Weber and Berger 2007, 290). 
 
However, economic crisis does not directly impact on security. Research 
by Bloomberg and Hess reveals that economic recession increases the 
probability of internal and external conflict. The recession can provide 
the spark for increased probabilities for these conflicts (Bloomberg and 
Hess 2002). Similarly, research by Miguel, Satyanath and Sergenti in 
Sub-Saharan Africa suggest that economic shock may facilitate civil wars 
since for some people being a rebel relatively benefited rather than they 
occupy other forms of ‘employment’ (www.elsa.berkeley.edu/~ 
emiguel/pdfs/miguel_conflict.pdf, 3 June 2010). 
 
The interplay between economic and security occurs through several 
channels. Firstly, economic constraint will encourage economic 
protectionism policy. It will not only enhance tension between states but 
also damage the economic coordination that has underpinned global 
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peace foundation. Moreover restricted budget would decrease defence 
spending, reduce military capability and weaken the state’s relative 
power amongst other states. In the long run it also will impact on the 
state’s relative position in international power structure and further 
geopolitical consequences. Secondly, through poverty and 
unemployment the economic downturn would trigger social unrest and 
domestically create political instability. Mishandling the internal conflict 
and fails to maintain the order would likely lead to an even more 
dangerous effect, a failed state. State failure phenomenon will also 
contribute to increase transnational problems such as illegal migration, 
people smuggling, drug trafficking, light and small arms smuggling, 
transnational organised crime and terrorism. Finally the declining trade 
value, the downturn of capital flow, and the drop of trade revenue caused 
by the economic crisis will be perilous for the life of millions of people in 
the world. It would inflame further global humanity problems. The table 
below shows the simple interplay on how the global financial crisis 
through its channel affects the dimensions of security at various levels. 
 

Table 1 
The Interplay between Global Financial Crisis and Security 

 
Dimension 
of security 

Source of 
Threats 

Actors of 
Securitisation 

Economic 
Channel 

Possible 
Impact & 

Level 
Traditional 
security 

The States/ 
military 
Against the 
state 

The state/ 
military 

 Protectio-
nism 
Defence 
budget 

• Tension 
between states 
(domestic/ 
regional/ 
international) 
• Balance of 

power shift 
(regional/ 
international) 
• Power shift/ 

geopolitical 
structure  
(regional/ 
international) 

Nontraditi-
onal security 

Nonstate 
actors, 
transnatio-
nal actors 
(politics, 
economics, 
social, envi-
ronmental) 
against the 
state 

The state Poverty & 
unemploy-
ment 

• Social unrest, 
conflict, 
instability, state 
failure 
(domestic) 
• Transnational 

security threats 
(regional/ 
international) 
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Human 
security 

The state, 
nonstate 
actors, 
trans-
national 
actors 
against 
individual/ 
communi-
ties 

The state, 
nonstate actor 
(International 
community) 

Declining 
capital 
flow, the 
drop of 
trade, 
declining 
investment 
and aids 

• Poverty & 
unemployment 
(regional/ 
international) 
• Humanitarian 

crisis (regional/ 
International) 

 
 

Traditional Security 
 

The global financial crisis affects the traditional security through two 
important policy areas: a move toward protectionism in the global 
economy and the policy of marginal actors especially in defense and 
foreign policy (www.foi.se/FOI/Templates/NewsPage_7932.aspx, 4 
June 2010). In terms of national security risk, there is a paradox that 
states the bigger interest to maintain status quo in international system 
will be more exposed by the global financial crisis, in the short and 
middle term (www.npsglobal.org, 14 March 2010). 
 
Commenting on recent protectionism, EU Central Bank President Jean-
Claude Trichet warned that “the wave of bank bail-outs in Europe and 
the US could usher in a new era of financial protectionism that could 
lead to a deeper economic slump” (Rothkopf 2009). Accordingly, 
Claudia Barfield argues that there is a tendency to use “murky” 
protectionism such as subsidy and government procurement policies to 
replace conservative protectionism such as tariff and nontariff barrier 
(www.aei.org/article/101169, 4 June 2010). Among important trends of 
murky protectionism showed by the United States are bail out policies 
and “Buy American provision” (www.english.peopledaily.com.cn/ 
90002/96417/6593851.html, 4 June 2010). Barfiled (2009) shows that 
protectionism also has contributed to world output downturn 
appreciably from 3.5 per cent in 2007 to 1.7 percent in 2008 and then 
2.9 per cent in 2009. Similarly a decline in foreign direct investment 
flows in 2009 for about 30 per cent.  
 
Protectionism could provoke retaliation and enhance tension between 
states. Empirically the US-China economic relations face unhealthy 
facets that have generated tension between the two economies. China’s 
exchange rate policy and the US “buy American” policy have enhanced 
apprehension between the two states (Prasad 2009). Those economic 
problems combined with other political problem such as President 
Obama meeting with Dalai Lama, US plans to sell Black Hawk 
helicopters and anti-missile batteries to Taiwan, climate change issue 
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and coordinated response to North Korea nuclear and struggling for 
influence and resources in Africa and South America 
(www.washingtonpost.com/wpdyn/content/article/2010/01/02/AR201
0010201751.html, 4 June 2010). The coordination between the two 
countries is further pursued through Strategic and Economic Dialogue 
since 2006 China began to show its independent strands vis a vis the US 
and the EU such as in the G20 meeting and Copenhagen Summit 
(www.eastasiaforum.org/2010/03/01/eu-china-relations-disappoint 
ment-after-copenhagen/, 4 June 2010).  
 
Another important channel of global financial crisis that impacts the 
traditional security is the defence budget. The impact of the global 
financial crisis on defence and security spending varied across regions 
and countries. The US defence budget under President Obama signalled 
defence cuts and reprioritisation from his predecessors plans, though 
this still amounts to a 4 percent increase overall. Russia and Britain also 
faced a challenge in reconciling its budget deficit with its large and 
growing future equipment plan. In Europe among European members of 
NATO only Norway and Denmark were likely to increase their defence 
budgets in 2010 (www.iiss.org, 5 June 2010). In contrast, both India and 
China have maintained their recent trend of double-digit increases in 
defence spending. India boosted its defence spending by 21 percent in 
2009 after the 2008 Mumbai attacks. China's official 2009 budget 
included a 15 percent rise in defence spending (www.iiss.org, 4 June 
2010). India and China also became the biggest recipients of major 
conventional arms in 2005-2009 periods (Holtom et al. 2009). Other 
countries such as Australia, Indonesia and Singapore have also posted 
increases in defence spending.  
 
The complex and varied trends of defence budget reflects the problems 
of relative gains and cheating in realist view of security. The BRICs 
(Brazil, Russia, India and China) seeks to use the advent of the crisis to 
“reseat the global table head” to move away from the status quo 
international system (Rothkopf 2009, 11). In the long term, the rise of 
China and India would affect the balance of power and lead to 
competition in regional and international level.  
 
However, it is too soon to assume that the recent crisis is the recurrent of 
the Great Depression of the 1930s. According to Lawrence Friedman 
(2009), there are at least two important differences between the Great 
Depression and the current crisis. Firstly, the Great Depression occurred 
in the era of mercantilist and zero sum economic view implicated in 
protectionism and self reliance policies, while the recent crisis featured 
the growing interdependence between states. Secondly, there is a lack of 
sharp ideological confrontations between major powers in the recent 
crisis. The growing tension between the US and China does not 
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necessarily lead into open fire between those states, given the fact that 
the two states have already interdependence in trade, investment and 
other important economic relations. The geopolitical shift seems to take 
a longer time.  

 
 

Non-Traditional Security: Socio-Political Ramification 
 

Social and political ramification of the global financial crisis also affects 
security in terms of nontraditional notion. As the economic slowdown 
continues it will potentially contribute to rising criminal rate, labor 
strike, nationalism/ xenophobia and social-political radicalisation. 
Disgruntled citizens will ignite social unrest. In many states with 
protracted conflict and weak capabilities to impose order in the short 
run, the risk will be greater. It might plunge the state into political 
instability, put the government in danger or even worst it may facilitate 
insurgency (www.elsa.berkeley.edu/~emiguel/pdfs/miguel_conflict.pdf, 
3 June 2010). 
 
There are numbers of states that have already undergone political 
instability caused by the crisis. In 2008, Iceland was trapped into debt 
roughly six times more than the country’s GDP. Following the collapse of 
its six largest financial institutions, high jump inflation rate and zero 
economic growth, mass demonstrations coordinated by “red-green 
coalition” took the power at the end of January 2009 and formed an 
interim government (www.isn.ethz.ch/isn/Current-Affairs/Security-
Watch/Detail/?id=96264&ing=en, 28 February 2010). The “Iceland 
meltdown” spread all around Europe. Latvia was forced to ask for help 
from the IMF, after demonstrations and riots occurred in Riga in mid-
January 2009 (www.telegraph.co.uk, 4 June 2010). Similarly, Greece 
underwent political instability since the government policy to activate 
US$ 145 billion from the EU and the IMF faced “mass rebellion on the 
streets” (www.time.com/ time/world/article/0,8599,1987368,00.html, 5 
June 2010).  
 
The economic calamity also raises the concern on state failure 
phenomena. Niall Ferguson warns that the combination between 
economic volatility, ethnic disintegration and the decline of empire will 
contribute to the emergence of “the axis of upheaval”. The combination 
of these problems has already occurred in Pakistan, Afghanistan, 
Somalia, Republic Democratic of Congo, Sudan and Zimbabwe. 
According to “The Failed States Index 2009” launched by the Fund for 
Peace; Somalia, Zimbabwe, Sudan, Chad, Republic Democratic of Congo, 
Iraq, Afghanistan, Central Africa Republic, Guinea and Pakistan are in 
the top 10 failed states (www.foreignpolicy.com/articles/2009/06/ 
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22/2009_failed_states_index_interactive_map_and_rankings, 5 June 
2010).  
 
Pakistan is an obvious illustration that raises many concerns since the 
country is not only a large Muslim country with bitter regional and 
social-religious disputes but it is also a nuclear armed state. Pakistan is 
also well-known as a safe haven for terrorism (http://www.upi.com, 5 
June 2010). The impacts of the global financial crisis will increase the 
rising extremism and radicalism that already exists among its 
population. To rescue the country from the crisis, Pakistan received 
loans from the IMF of amount US$7.6 billion, US$300 million from the 
ADB and more than 1 million $ support from the US 
(www.reuters.com/article/ idUSISL415370._CH_.2400, 6 June 2010).  
 
Another significant problem caused by the economic crisis is 
transnational threats. In recent years there is a dangerous trend of the 
expanding relationship between terrorists group and transnational 
organised crime. According to The U.S. Drug Enforcement 
Administration (DEA) reports, the number of terrorist organizations 
involved in the global drug trade has jumped from 14 groups in 2003 to 
18 in 2008. One of the newest drug-terrorism links may be developing in 
the transit hub of West Africa where alleged Latin American traffickers 
are collaborating with Al Qaeda affiliates to smuggle cocaine into Europe 
(Rollin & Wyler 2010). Likewise the trend piracy is also rising 
particularly in the Horn of Africa. The International Maritime Bureau 
recorded 111 attacks in the waters off the Horn of Africa in 2008, almost 
double the number in 2007, counted 84 attacks since January to April 
2009 (Ploch et al. 2009).   

 
 

Human Security: Socio-Economic Repercussion 
 

The greatest impact of the financial crisis would be the human security 
problems in developing countries (www.un.org/ga/econcrisissummit/, 
29 March 2010). This will cause devastating problems to global security 
since human security is considered as international public goods and 
also complementary to traditional security and nontraditional security. 
Although the epicenter of the global financial crisis was in the developed 
countries, the worse effects will rest on the third world countries.  
 
The crisis impacted developing countries through several transmission 
belts; private financial flows, trade value and remittances. A study of 10 
developing countries conducted by Overseas Development Institute 
reveals that the flow of private investment experienced a dramatic drop 
in most countries since 2008. The value of trade also sharply declined 
for example, export of electronic product from Indonesia fell more than 
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25 % and Cambodian garment export dropped an average of US$100 
million every month. The price of mineral commodity also fell and 
affected several countries in Africa. At the same time, contraction in 
exchange rate made developing countries pay more for imported goods. 
Another important channel is the fall of remittances. In a number of 
countries such as Bangladesh, Bolivia, Cambodia and remittances make 
a big contribution to nearly 5% of GDP. A substantial reduction of 
remittances together with lower emigration flows will significantly affect 
those countries’ balance of payment (te Velde 2009). 
 
These conditions affected fundamental macro economic conditions of 
many states: the decline of economic growth, the rise of unemployment, 
and the rising level of poverty. ILO predicted that the number of 
unemployment increase from 29 million to 59 million compared to 
previous years. A World Bank study estimated that 53 million people 
living in emerging markets will fall back into absolute poverty in 2009 
and 200,000 to 300,000 more babies could die each year between now 
and 2015 if the crisis persists (Altman 2009, 6). Similarly, The UK 
Department for International Development assessed that additional 90 
million people will be living on less than $ 1.25 per day by the end of 
2010 (www.dfid.gov.uk, 29 February 2010).  
 
It also will contribute to “vulnerable population” phenomena especially 
in terms of health, education and social justice in developing countries 
(www.who.int/mediacentre/events/meetings/2009_financial_crisis_ 
report_en_.pdf, 5 June 2010).  It became detrimental since social 
protection responses to the crisis in developing countries have been 
marginal in scale (www.unicef.org/eapro/The_global_financial_crisis 
_poverty_and_social_protection_evidence_from_10_country_case_st
udies.pdf, 25 March 2010). Donor aid through various channels is also 
likely to be affected by the crisis. Aid budgets in Italy, France and Ireland 
are already being cut. With up to 50 per cent of public health spending in 
some developing countries supported by ODA, any reduction in 
development aid will have direct consequences on health services in 
these countries (www.kaisernetwork.org/Daily_reports/rep_index.cfm? 
DR_ID=56879, 5 June 2010). In response, World Bank President Zoellik 
has called on rich countries to set aside 0.7 per cent of their stimulus 
packages – or some US$15 billion - for a Vulnerability Fund that would 
finance stimulus packages in the poorest countries. Nevertheless, Nancy 
Birdsall a leading Washington think tank president estimates that US$ 1 
trillion ‘would make sense’ to protect five billion people living in 
developing countries from the crisis (www.un.org/ 
womenwatch/daw/csw/csw53/panels/financial_crisis/Panel%20on%20
Financial%20crisis-Fukuda%20Parr. pdf, 5 June 2010). The other 
source of human security threat is the environmental security. A 
restricted budget caused by the crisis will likely delay the states’ 
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commitment on environment and prioritising economic recovery and 
employment fixation (www.carnegieendowment.org/events/?fa= 
eventDetail&id=1328, 29 March 2010). 

 
 

Conclusion 
 

Although international economy has experienced several crises, the 
2008 global financial crisis poses a more dangerous security impact. As 
the epicenter of the crisis is in the US and other developed countries, it 
has significant consequences on geopolitical shift as well as power 
rivalries to win the relative gains over the crisis. Furthermore, the crisis 
also elevates concerns on its socio-economic repercussion that will 
further ignite nontraditional security threats and human security crisis 
in developing countries. The combination between the increasing 
nontraditional security threats, human security problems and the 
competition of power in international system will deeply impact the 
international stability. Therefore, it is essential to strengthen the global 
policy coordination to deal with the security risks of the global financial 
crisis before it turns to become international security crisis.  
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