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CHAPTER 1 - INTRODUCTION
——— ii r

The military is a global phenomenon. Every nation, every society,

every culture, possesses some form of institutionalised, or semi-

institutionalised, force for the overt purposes of aggression and

defence. Wheras, for a 'primitive' tribe, this might entail nothing
more than the tacit understanding on behalf of the members that they
are all expected to take up arms against an attack from without, the
modern industrial state supports a professional body of men, for whom

the function serves as a full-time occupation.
In view of the military's universality, it is surprising to

discover that research into the militaristic aspects of society is, in

aggregate, sparse. Although global wars and large-scale conflicts have
been well documented, social scientists have seldom explored further
than their political significance. Recently, we have seen a growing

literature on military coups and the resulting military regimes, which
have become an increasingly more common form of government throughout
the world. The military institutions of modern capitalist nations have
also been examined by organisation theorists, in that they seem to

represent a 'classic' organisational type. Even so, investigations
outside these frames of reference are rare indeed.

As far as the social scientist is concerned, the study of the

military does not present an altogether favorable aspect. The study
of warfare, conflict and force has only recently come to be regarded
as legitimate within the social science framework, so frequently couched
in terms of consensus and equilibrium. ^ A more concrete reason for the

comparative neglect of the field is the paucity of data. One important
aspect of military activity is its secrecy; indeed, it forms an integral
element of strategy. The researcher is therefore continually frustrated
in his search for 'hard1 facts, and is frequently forced to operate
within the context of the most general information. Coupled with

inadequacy is, of course, the concomitant dimension, inaccuracy. The
nature of military studies is such that they contain more theoretical
and suggestive propositions than hypotheses of an empirical nature.

A further hindrance to military research arises from the
artificial barriers that social scientists have chosen to erect around

their sub-disciplines. " The ... analysis of the military cannot be
2

contained or restrained by arbitrary institutional categories ".
Because of these barriers, researchers have only really attacked parts
of the questions, without coming to grips with the significant whole.
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Conceivably, this intellectual attitude might fade, with the growing

appreciation of the integrated, problem-orientated approach.

The field chosen for the present enquiry is the economic aspects

of military expenditure amongst the nations of the Third World. At the

present time, this line of research has not been pursued to any great

extent. Since any declaration of intent usually begs a number of

clarifications, it is as well to make them at this early stage.

In the first place, our analysis will concentrate upon the economic

aspects of expenditure, in terms of resource utilisation. This limitation

is necessary to make the study workable and also reasonably concise.

Even so, it will in some cases be necessary, because of the inter¬

relationships alluded to above, to view such effects in the light of

political, social and strategic considerations, especially where these

impinge upon the economic world.

Secondly, our study is concerned with the nations of the so-called
'Third World'. Unfortunately, this group is better sensed than defined.
In its original connotation, the term embraced the entire world, excluding
the nations of Western Europe and North America, coupled with the USSR
and Eastern Europe. These latter two groups effectively correspond to
the members of the North Atlantic Treaty Organisation (NATO) and the
Warsaw Pact, respectively.

An alternative definitional criterion of this nature is that of

'developed countries' (DCs) and 'less-developed countries' (LDCs). These

may be defined in terms of high and low per capita national incomes,

respectively. 'High' and 'low' are subjective valuations, although a

'natural' break-point seems to occur at around $ US 1000 per capita.

Nevertheless, it could be argued that national income is not the sole,
nor even the most important variable in the development function, which

should also include the nature of the productive process, political and
social parameters, and so on.

It is therefore necessary for us to be somewhat arbitrary in our

classification. Unless otherwise stated, the term 'DC' applies to the
nations of North America, Eastern and Western Europe, Oceania, Japan,
the USSR and Israel. The 'Third World', or 'LDCs', is defined as all
that remaining. Because of our orientations, patterns of DC expenditure
are only of interest for comparative purposes, or where they have direct
economic repercussions on LDC development strategy.

There are other concepts which will be employed regularly, and
which'also require explanation. Possibly, the most obvious is the
'military'. For our present purpose, we shall employ this term to refer
to a nation's standing array, including an air-force and navy where
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appropriate. Also included are security forces, where these are

financed by state expenditure, and the defence administration, i'he
militaries which concern us are those considered 'legitimate',

constitutionally subservient to, or standing in place of, civil

government, and to which a proportion of public funds is devoted.

It is this proportion which is denoted as military 'expenditure'. This
definition implies that we wish to make no distinction, at this stage,

between the civil state, which maintains a military force as a part of

its public sector program, and the military regime, which arises as a

result of a coup or some other attainment of state control by the
leaders of the armed forces. As we shall see, there is not a great deal
to be gained from distinguishing the two, with respect to economic
effects.

Another concept is that of 'major weapons'. This category covers

aircraft, shipping, missiles and land vehicles, and excludes such items
as small-arms and ammunition. The concept is regularly employed in

military statistics as it is the only form of data which is both
reasonably accurate and readily accessible. The limits of its scope

should be borne in mind during the subsequent analysis.
With some exceptions, we shall only be concerned with the armed

forces during times of peace, in the sense that no external or internal
wars will be in process at the time in question. The military's role
will therefore have more facets than those entailed by its purely

strategic function, and it is just these facets which will come in for
the closest scrutiny. This imposed condition precludes the possibility
of discussion of the temporary army, made up of non-professionals, and
also of the foreign army, composed of either mercenaries or of
international peace-keeping forces. Such types of army occur mainly
during periods of warfare and social disintegration, wheras our analysis
is aimed primarily at the economic effects of expenditure in a stable,
or semi-stable, situation.

Why is the analysis of Third World military expenditure important ?
The answer to this question may be infered from the following bald
statement : " The gross national products of all the developing countries
have grown at an average rate of 5 per cent a year since 1950. Their
military expenditures have grown at a yearly rate of 7 per cont, while

3
their major weapons imports have grown at a rate of 9 per cent ".

The current preoccupation of the Third World is development, a
process entailing not only the growth of gross national product (GNP),
but also more fundamental transitions, operating from the very roots
of the social and political structure. These might include the
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establishment of new production systems, diversification of trading

patterns, and the evolution of new political and institutional forms.

The above statement suggests that the modification and expansion of the

military sector is high on the Third World's list of priorities.

The LDCs are, by definition, poor. Our study is therefore addressed
to the examination of the economic costs and benefits of high levels
of military spending, in the context of low national incomes. Put more

simply, the question becomes : can the high levels of defence expenditure
I

be justified in view of the low levels of GNP ?

Chapter 2 provides the basis of our analysis from the empirical

point of view, by reviewing data on levels of spending and growth trends.

The causes of expenditure growth are discussed, as is the relationship
between defence and overall public expenditure.

Chapter 3 discusses the internal economic effects of defence

expenditure, high-lighting various sectors where linkages exist between,
the military and the civil economy. Estimates are made as to the actual
resource costs of defence spending.

Chapter 4 presents a parallel analysis, this time looking at the
effects of 'external' military activities, namely, military assistance,
trade and aid.

Chapter 5 examines specific issues related to expenditure and

development under military regimes, with a view to bringing this type
of LDC into the overall analysis.

Chapter 6 serves to suggest and evaluate policy measures which
could incorporate greater social efficiency into military expenditure.

Chapter 7 provides a summary and overview of the economic aspects
of Third World military expenditure.

In view of the diversity of the military phenomenon, it is

impossible to treat the subject by means of a through-going case-study,

simply because no single nation provides examples of all the issues
discussed. The alternative - analysing trends for every country - is

equally unsatisfactory, owing to the dangers of superficiality and
excessive length. The remedy adopted, therefore, is the reinforcement of
each major point with a major example, v/here appropriate.

j
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CHAPTER 2 - THE GROWTH OF.- MILITARY EXPENDITURE

The opening section of the discussion is devoted to an examination
of the raw materials of the analysis - data on expenditure and incomes

for nations and groups of nations throughout the world. As a preliminary,
the nature of the constraints should be made clear.

In general, the Third World provides only a limited amount of

usable, especially of an aggregate nature, as comparatively few LDCs
have been subjected to national income accounting. Furthermore, the
nature of the accounting techniques employed suggests that cross-

1
section data for a number of countries might not be at all consistent.

As we have already noted, defence spending is not an area where we should

anticipate open declarations of activities, implying that the data which
is available might not be a true reflection of the actual situation.

In spite of these problems, it is important to examine the empirical
information in view of the insights which it provides in the evaluation
of the economic effects of defence spending. Therefore, having examined

expenditure growth, we shall advance reasons for such trends, finally
relating them to general theories of public expenditure.

/ . ' •

a) EXPENDITURE TRENDS

As a first step towards the interpretation of defence expenditure
trends, we may consider global annual defence expenditure, composed of
elements - the expenditure of HATO, that of the Warsaw Pact countries,
and that of the nations of the rest of the world. Tables 1 and 2,

-

^
coupled with Figures 1 and 2, provide the basic factual material.

The world trend is clearly dominated by the expenditure of the
NATO bloc (Figure 1 ). In its turn, NATO spending is heavily influenced
by the USA, whose expenditure accounts for around 75% of the NATO
figures throughout the post-war period, the period with which we have
the most concern. During the early 1950s, we observe a rapid increase
in NATO, and, therefore, in world, expenditure, owing to the American
involvement in the Korean war, and the growing US fear of the possible
expansionist aims of Communism (Table 2). However, after 1955, expenditure
declined and became approximately constant for a number of years,
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Table 1 - Division of Annual Global Military Expenditure

(expressed as a percentage of world total)

1950 1955 1960 1965 1970

NATO 48 62 63 56 51

Warsaw Pact 40 30 26 30 33

Rest of the World 12 8 11 14 16

Table 2 - Growth of Annual Military Expenditure (%)

(expressed as relative growth over five-year periods)

'
mi

1950-54 1954-58 1958-62 1962-66 1966-70

World 72.4 -0.7 21.5 13.1 16.6

NATO 131.2 -1.5 13.6 11.1 2.4

Warsaw Pact 18.7 -4.6 36.7 6.7 36.4

Rest of the World 18.2 17.1 31.7 41.5 37.2

Source : adapted from SIPRI (1972), Table •ap,<•*t- 82-3.

* * *

indicating that progressively less resources were being devoted to
the armed forces, in relation to the rising national incomes of the
countries concerned. Although the Warsaw Pact region - influenced by
the expenditure of the USSR to an even greater extent than the USA
influences NATO - and the rest of the world increased their spending

during the 1950s at a considerable rate, the absolute amounts involved
were insignificant in comparison to NATO changes.

Prom the point of view of the rest of the world, the most
significant trend emerges in the late 1950s and early 1960s. NATO
expenditure begins to assume a diminishing importance in the global
trend, as the other two regions expand their annual levels of spending
(Tables 1 and 2). Of the two, the growth path of the rest of the v/orld
is the most dramatic (Figure 2). Throughout the decade of the 1960s,
the crude annual growth rate for NATO expenditure was 2-31°, that of the
Warsaw Pact was 7-8%, whilst that of the rest of the world was around
11-12%.

The Third World itself is treated in more detail in Table 3 and in

Figures 3 and 4.



8

Table 3 - Growth of Annual Third World Military .Expenditure (%)

(expressed as relative growth over five-year periods)

1950-54 1954-58 1958-62 1962-66 1966-70

Middle hast 30.0

6.2

103.0 34.9 67.2

17.4 33.5 64.4

22.8 23.4 16.0

0.0 52.0 57.9

112.5 208.8 70.5

15.4 26.7 14.5

35.8 -8.2 23-3

118.4

-0.9

61.2

33.0

17.3

24.1

17.3

Southern Asia

Par East 49.1

-9.0

60.0

China

Africa

Central America -3.7

South America ■ 14.1

Source : adapted from SIPRI (1972), Table 4A, pp. 82-3.

Taking the period 1950-1970, by far the greatest escalation appears

to have occured amongst the countries of Africa. High increases are only
to be expected, however, in view of the extremely low expenditure base
from which the 1950s' figures are calculated. In general, this is true

for all regions during the 1950s, with the exception of the Par East,
where continual conflict, of one form or another, has occured throughout
the two decades (Pigure 3). The major growth trend in LDC expenditure

really dates from around 1960, and therefore merits more attention.

The figures for 1960-1970 suggest that China exhibits a very high
crude annual growth rate - around 15% per annum - throughout the period

but, as these figures are perhaps the most tentative of Third world data,
3

it is not instructive to precisely quantify this trend. The middle
Eastern countries also possess a high growth rate - around 10% pre-1966,
increasing to over 30% post-1966. This group is, in turn, followed by
Africa (17% p.a.), Southern Asia (10% p.a.), the Par East (8% p.a.),
and Central and Southern America (4%p.a. each). ^ A notable feature of
the Third World rates of growth is that they all exceed the corresponding

figure for NATO.

The nations with the highest growth rates do not necessarily possess

the highest levels of absolute expenditure (,Pigure 3). On this basis,
some changes in 'ranking' have occured during the period - Africa has
risen from the bottom of the scale, whilst South America has dropped
several places. The Middle East's rise, both in relative and in absolute
terms, has been abrupt, whilst Central America's position has hardly
altered.
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FIGURE 1 - ANNUAL GLOBAL MILITARY EXPENDITURE (1950 - 1970)

in $ US '000 million, 1960 prices and exchange rates. Warsaw Pact
region at current prices and corrected exchange rates.

Source : SIPRI (1972), Table 4A.1, p. 82
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FIGURE 2 - INDEX OF ANNUAL GLOBAL MILITARY EXPENDITURE (1960 - 1970)

Base year - 1960 expenditure equals 100.

1960 123456 789 1970
Years

Source : SIERI (1972), Table 4A.1, p. 82
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FIGURE 3 - ANNUAL THIRD WORLD MILITARY EXPENDITURE (1950 - 1970)

by region, in 0 US million, 1960 prices and exchange rates.

Years

Source i SIPRI (1972), Tables 4A, 8, 10, 12, 16, 18, 20; pp. 86-99
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FIGURE 4 - INDEX 0? ANNUAL THIRD WORLD MILITARY EXPENDITURE
(1960 - 1970) '

Base year - 1960 expenditure equals 100
O.A. - Central America

Years

Source : SIPAI (1972), Tables 4A 8, 10, 12, 16, 18, 20; pp. 86-99



b) THE CAUSES OF GROWTH

13

Over the past two decades, annual global military expenditure
has trebled (Figure 1). In particular, the growth of Third World
expenditure has been especially high. Our next task is to attempt to
isolate the reasons for such growth. Briefly, these causes are as
follows - (i) the needs of warfare and strategy, (ii) internal
repression, (iii) the inefficiencies of the budgetary process, (iv) the
potential role of defence spending as a fiscal agent, (v) the needs of
ideology and national identity, (vij the vested interests of the military
establishment, (vii) imperialism. Each of these reasons will now be
examined individually, although it should be borne in mind that any,
or all, could be operative in any particular instance.

i) The N.eeds of Warfare - The growth of the military sector is ultimately
bound up with strategy and warfare, so that any discussion of the former
presupposes analysis of the latter. In this respect, the most fundamental
contribution to the theory of war is that of Clauswitz, whose book,
" Vom Kriege ", first appeared in 1832. Axiomatic to his analysis, is the
notion of the soverign state, recognising no authority beyond that of
itself. One of the primary objectives of such a state is the increase of
its own power at the expense of others, the logical implication of such
a postulate being perennial inter-state conflict. Resolution occurs
when one state imposes its will upon another. We conclude that war is
a rational extension of international politics, and should be waged to
achieve a desired goal. Decisions relating to its undertaking should be
made in the light of the potential benefits of the goal and the costs
of its achievement. As such, war is endemic to a world composed of

5
discreet and self-concious states.

Modern theorists, such as Aron and Kahn, have altered the historical
perspectives of Glauswitz' analysis, but not its practical implications.
In the contemporay world, conflicts do exist which cannot be resolved
by recourse to 'normal polities'. Given the fact that 7/ar cannot be
outlawed and that international law is impotent without a supra¬
national enforcement agency, armed conflicts are inevitable. Furthermore,
the currently-dominant ideology of national political soverignty has
given inter-state warfare an eschatological status. The resultant
effect is (i) the accumulation of military equipment for offensive
purposes, (ii) the accumulation of military equipment for defensives

purposes, should an offensive from without be anticipated.
A substantial proportion of the growth trend previously observed
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can be explained in terms of these strategic necessities. The experience
of the USA in the 1950s has already been examined, and the subsequent

growth of expenditure can be interpreted as a desire for insurance
against attack from alternative economic systems, regarded by the USA
as potential threats to national security. As McNamara, the former US
Secretary of Defense, observed : " We cannot for a moment afford to
relax our vigilance against a possible Soviet first strike. But our

greatest deterrent against such a strike is not a massive, costly and
highly penetrable ABM (anti-ballistic missile - DKW) shield, but a

7
fully credible, offensive, assured-destruction capability ". Doubtless,
McRamara's Soviet counterpart was tninking along similar lines.

Amongst the nations of the Third World, the point is most easily
made with respect to the Middle East and the Ear East (Figure 3). The
period 1950-1970 covers the escalation of conflict into major wars
within both regions and, in fact, these areas are major contributors to
the rise in total LDC military expenditure in recent years. In the
Middle Eastern case, we notice a gradual build-up during the 1960s,
cumulating with the rapid increase at the time of the 'Six Day War'
(1967). Resources for military expenditure have been relatively plentiful
in this region, owing to the availability of foreign assistance and the
substantial revenues accruing from the oil industries.

The Far East has experienced warfare throughout the twenty years
of our survey. The early part of the period involved the French in
Vietnam. During the 1960s, the theatre of war expanded to include
neighbouring states and, most significantly, substantial American
involvement. It is this latter aspect, of course, which explains the rise
in .NATO expenditure during the mid-1960s, and the subsequent decline
with US withdrawl.

Africa's high rate of growth since the late 1950s may be attributed
to the fact that many African nations gained their independance at
about this time. Prior to this, colonies had been defended by small units,
led by ex-patriates, and serving few strategic functions other thanQ
the provision of a tangible illustration of imperial rule. With, the
departure of the colonial powers, the new states felt it desirable to
establish their own defence services for the purposes of national
security. This process was considered particularly urgent for a number
of reasons, the most apparant being that the ex-colonial forces as they
then stood were considered inadequate to serve any strategic function.
This factor was also important in other ex-colonies throughout the
world.

There has also been a fear in sub-Saharan Africa, of the growing
military might of the 'white enclaves'. This is especially true in the
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case of South Africa, whose annual defence budgets increased markedly
during the 1960s, from 3 US 6l.e> million in 1960, to 3 US 229.2 million

9
1n 19b5. A likely cause of South Africa's was the uncertainty attatched

attatched to the possible future intentions of newly-independant 'black'

Africa, resulting in rapid arms' build-ups by both parties.
Border disputes are also relatively common in Africa, owing to social

tensions and disagreements over national boundaries. To some extent, this
is a consequence of the colonial legacy of arbitrary territorial

compartmentalisation, which has also brought about conflicts within states
and demands for national recognition by ethnic sub-states. Naturally, any

such conflict will require increased expenditure on defence, both for
the purpose of the conflict itself, and also for the policing of national
boundaries.

Examples of border disputes are the Morocco/Algeria conflict (1963-7),
Somalia and Ethiopia (1963-4), Kenya and Somalia (1963-7), and the

frequent minor disputes between Uganda and Tanzania. Several major
internal struggles have occured - Zaire ( throughout the 1960s), the

North/South conflict in the Sudan (1965-9), Rwanda (1963-4), and, most

recently, Nigeria (1967-71). The Nigerian civil war, in particular, had
a great influence upon African defence spending, and goes a long way in

accounting for the rise and subsequent fall of expenditure.
India's defence budget has continued to expand, again due to internal

and external conflicts. Examples include the Goa (1961) and ffiizos (1966-7)
saparationist attempts, border disputes with China (1962), and the conflicts
with Pakistan (1965 and the early 1970s). Indian defence is also

expanding as a reaction to Chinese increases - other aspects of these
nation s expenditure patterns will be examined subsequently.

It is only amonst the nations of Latin America that we find defence
growth rates on a par with those encountered amongst the DCs. One reason

for this fact is that the armed forces of the region are long-established
and have expanded slowly over a considerable period of time, rather than

abruptly, as in the case of Africa. The Latin America states also tend to

possess a certain stability, at least with respect to agression from

neighbours or from the rest of the world. What might be considered

surprising about Latin America trends is the fact that the governments of
the re'gion are predominantly military, this having led some observers to

anticipate heavy spending on the military sector. Again, we shall examine
this issue in a later chapter.
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ii) Internal Repx'ession - Our first reason for expenditure and growth.
was essentially to ensure the geographical soverignty of the nation,

in terms of attempts at conquest from without and attempts at separation
from within. However, the military is also an important force in the

maintenance of political soverignty within a country. Paul Baran (1957)
was convinced that the arms build-up in LDCs was not primarily due to

the fear of external aggression and the need for geographical unity.
" The conclusion is inescapable that the prodigious waste of the

underdeveloped countries' resources on vast military establishments is
not dictated by the existence of an external danger. The atmosphere of
such a danger is merely created and recreated in order to facilitate the
existence of comprador regimes in these countries, and the armed forces
that they maintain are needed primarily, if not exclusively, for the
suppression of internal popular movements for national and social

10
liberation "

In the period in which Baran was writing, there did indeed seem

little possibility of a major intra-Third World conflict. Recently, this
Pattern has clearly changed - the Middle Eastern and Par Eastern situations
are examples, nevertheless, the essential point remains - military
expenditure can serve a counter-revolutionary purpose.

A number of LDCs are characterised by factors which make the issue

particularly relevant. Firstly, they have very low levels of per capita
national income, implying that a significant amount of investment
resources for development is unlikely to arise voluntarily. Secondly,
there exists a great dichotomy, in terms of the distribution of wealth,
between the elite, who effectively control the means of production and
who also possess the monopoly of power, and the mass of the population.

It will therefore follow that, if the elite wishes to maintain its
position, and possibly to improve upon it, it must drain resources from
the masses without exploiting them to the extent that revolution, and
the eventual supercession of the elite, will occur. An effective solution
to this problem is the employment of propaganda, minor consumption
benefits and repression.

Luttwak (1968) presents such a model to explain the Duvalier regime
in Haiti. The income of the masses is maintained marginally above
an acceptable subsistence level, and the remainder is absorbed by taxation.
The resultant revenue is then channeled into army and security services,

propaganda agencies, luxury elite consumption, and also into the social
services, giving the impression of an improvement of the lot of the
masses. Finally, a section of the budget is devoted to reinvestment
for development.
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The theory seems to be substantiated by the available evidence.

During the late 1960s, the government of Haiti devoted over 25% -of its
11

total public expenditure to defence. As we shall see, this figure is
much higher than the average Latin American allocation, and the

proportion is only exceeded, with respect to all the Third World countries,
by nations involved in wars.

Needless to say, the case of Haiti may be regarded as an exceptional
illustration of the theory. The operation's viability was only made

possible by the immense personal power of 'Papa Doc', the low level of

political awareness on behalf of the population, the general air of

superstition, the influence of 'Voodoo' and the loyalty of the Ton Ton

Macoutes, whose ultimate survival depended upon the prestigeous position
of Duvalier himself. In spite of this, we can adapt the model to shed
some light on the nature of power under other regimes.

The Nkrumah era in Ghana was characterised by an attempt to produce
industrial development by a heavy investment drive. This policy
necessitated a considerable transfer of resources away from consumption.
In many ways, the manifestations of the process were similar to Duvalier's

operations. A private army was created, directly responsible to the

President, and organs of propaganda flourished. We also observed a

considerable amount of luxury spending amongst the elite - the
modernisation of government offices and institutions, the development of

'public image' services, such as the airport and the Volta project, and

also direct, personal luxuries such as Nkrumah's private yacht.

In the Ghanain case, however, there was substantially more orientation
towards economic development and this, in fact, was one of the root

causes of Nkrumah's downfall. The benefits of development were, to some

extent, passed on to the mass of the population, who, with the advantages

accruing from the expansion of the educational system, became increasingly
more hostile to, and more critical of, the government's policies. Nkrumah
was unable to continue his operations with sufficient ruthlessness and,

of course, had inadequate control over his regular armed forces, who were
12

ultimately responsible for his demise.

The role of the armed forces in the maintenance of internal political

stability is most important and could, furthermore, increase in

significance. In their haste to develop, LDCs are continually under

pressure to liberate more and more resources from consumption, for the

purposes of investment. This is an economic fact of life facing all LDC

governments, whether despotic or benign. Indeed, is forms the main
principle of development processes advocated by a number of theorists.
Por example, the planning models of Mahalanobis, the theories of Pei
and Chiang and the popular 'critical minimum effort' thesis, all entail
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great emphasis on the investment sector, with maximum absorbtion from
13

surplus consumption. It is clear that such a policy can only'be
successful with agreement on behalf of the public and, ideally, this
should be brought about by ideological socialisation. However, should
this fail, as experience suggests it might, a degree of threat of

repression will be vital in securing adequate resource transfers, and
it is the armed forces alone which are capable of providing such a

threat.

iii) The Budgetary Process - The growth of military expenditure is, to
some extent, determined by the method of allocation of resources to the

defence sector. Military expenditure, in common with other public sector

allocations, is determined by budgeting. In its crudest form, this amounts

to the presentation of the annual defence estimates to the central

government by the senior officials of the armed forces, and the allocation
of this, or of an adjusted amount, by the Treasury to the military. Such
a technique is common throughout the world and has only recently been

replaced by more analytical methods in a number of DCs. It clearly gives
rise to unfortunate consequences.

Individual chiefs of staff will naturally favor allocation to

their own particular branch of the services, whilst neglecting the needs

of the others. An effective, balanced military force will not therefore
result. Por example, the air force might favor the purchase of super¬

sonic interceptors, neglecting its role in supporting army ground

operations. This factor is particularly relevant to LDCs whose total

military resources are limited - in such a case, it is clearly vital
for the armed forces to be coordinated for maximum efficiency.

The USA, up to the mid-1960s, serves as a useful example of the
14

problems of defence budgeting.
In general, the cost aspects of defence were completely ignored -

requirements were stated in absolute terms, based upon the desired
objectives of military officials. Given these absolute objectives,
the Treasury had no rationale for deciding upon efficient allocation,
vis-a-vis other public sectors.

Efficient allocation was also hampered by lack of analysis of

marginal costs. Enthoven (1963) gives the following example - " .. suppose

that the objective were to achieve an expectation of destroying 97 per

cent of 100 targets, using missiles having a 50 per cent single-shot .

kill probability. The requirements study would conclude that 500 missiles
were required, without pointing out that the last 100 missiles only
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1 5
added an expectation of killing about 3 extra targets ".

Annual budgeting also ignored the problems of military planning.
A substantial proportion of military expenditure was directed into

longer-term investment - for example, the establishment of a defence

manufacturing industry. The military officials were therefore under

pressure to ensure a continual supply of funds over the projects' lives.

This problem was particularly common in cases where the initial costs
of a project were low, and therefore more attractive to the Treasury

officials. A number of projects had to be cancelled, and the resources

embodied in them effectively wasted, because completion was precluded

by the limitations of subsequent budgets, in other cases, additional

expenditure was granted, over and above the previous estimates, to

prevent such resource wasteage.

The implications of that preceeding is that defence expenditure,
and its growth, can be caused by inefficiencies in the allocation

process. The military has an incentive to over-state its requirements

which, in the first place, may not be drawn up with respect to economic
factors, furthermore, additional expenditure might be incurred to

prevent cancellation of projects which, because of their inadequate
initial costings, would otherwise have to be written of as resource losses.

iv) A Fiscal Agent - Of particular interest is the theory that military
expenditure, per se, is not necessarily a wasteful form of spending
as it performs an important function in fiscal management. In the more

developed countries, defence spending often accounts for 5-10% of GNP.

Furthermore, defence is the one sector of a modern capitalist economy

which is under the complete and arbitrary control of the central

government. It therefore follows that the 1)0 government possesses a

potential tool - the manipulation of the defence budget - for the

purpose of demand management.

There are two conflicting views on the actual effects induced by
alterations in the level of the defence budget. On the one hand, Hitch
and fficKean (19609 see the military's expenditure as inflationary. Put

simply, expenditure on defence requires increases in taxation, borne of
the income which is taxed would have been saved by the public and would,

therefore, have produced no multiplier effects throughout the economy.

The military, however, does create multipliers via linkages with the
civil economy - for example, industrial procurement and the spending of

servicemen's incomes - and will therefore generate increased economic

activity. Even if defence is not financed by taxation, but by public

borrowing, this will still lead to an increase in the money supply,
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entailing demand stimulation.

In contrast, Baran and Sweezy (1968) and lewin (1968) see military

expenditure as deflationary. They argue that contemporary capitalist
societies generate an economic surplus - the difference between output

and the costs of production - which has, of necessity, to be reabsorbed.
The military is now seen as being essentially unproductive, in that its

multiplier effects,'with respect to the civil economy, are minimal. These

writers see the military as an autarkic body, running its own factories

and providing its own services for its labor force. In this situation,
deflation would be brought about by the transference of resources to the

military from more productive sectors, so that the net multiplier effects
would diminish. The opposite process would occur to promote inflation.

The merits of these two theories do not really concern us here,

although some supporting evidence will be reviewed subsequently. What
is important is that they both provide a rationale and explanation for
defence expenditure and its growth, in its role as a fiscal agent, even

though their policy proposals are diametrically opposed.

Does this theory provide any insights into Third World expenditure ?
In view of the resource scarcity, it seems most unlikely that such nations

would deliberately pursue a policy of effective resource wasteage. More

importantly, few are capable, owing to the nature of their economies,
of generating any sizeable economic surplus, which only occurs when the
subsistence level is exceeded by a substantial amount. We should therefore
conclude that such a fiscal role for the armed forces is precluded until
the industrialisation of the Third World is considerably more advanced.

Even amongst the DCs, the evidence for the usage of this technique
is sparce. Of all the nations in this group, it is only the uSA which

possesses a really large defence sector, in proportion to national

income, and, as we have seen, expenditure growth has been mainly
determined by other factors.

v.) Ideology - The military establishments of the Third World nations may

also take on an ideological function. The creation of an armed force
is one of the primary manifestations of the independance of a new nation.
" An effective army, and eventually a navy and air force, may be one way

16
of creating a national image of a 'modern' state ". Such an image

might be desirable, for example, to attract foreign capital into the
nation concerned. It is also via the army that doctrines and social
attitudes can most easily be diseminated, which accounts for the

popularity of short-term conscription amongst the newer states. It
would seem probable that a part of Africa's defence growth can be

explained in terms of this ideological facet of the military.
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The success of the venture naturally depends upon the degree of
t

control exercised over the military by the civil government - the

potential frailty of such control has been demonstrated by the occurence

of popularly-supported military coups, such as that in Ghana in 1966,

vi) Vested interests - In that the armed forces possess the monopoly of

power in a nation and therefore represent the ultimate mundane authority,
a number of LDCs, characterised by imperfect socialisation and inadequate
establishment of civil rule, have experienced increases in expenditure

prompted by pressure from the military itself.

Uganda is a case in point, as Lofchie (1972) has shown. Concerning
himself primarily with Amin's seizure of power in 1971, he finds it

necessary to go back to 1964, and the army mutinies in East Africa. The

ways in which the three nations concerned dealt with their respective

problems throws considerable light on subsequent events. Kenya's policy
was to remove the ring-leaders, and steps v/ere taken to enhance the

professional status of the armed forces. After 1964, there was therefore

a greater tendancy to educate officers at foreign military academies,

and to create an armed force along professional, DC lines. In contrast to
the Kenyan policy, Tanzania eliminated the mutineers and began a policy
of military integration into the corpus of society.

In the Ugandan case, however, the civil government took the mutiny
as an omen of a potential coup and adopted the policy of acceeding to the

military's demands. There was a substantial resource reallocation in
favor of the army - the 1969 UK Statistical Yearbook records that the
defence budget rose from £ 0.50 million in 1963, having remained

virtually constant since 1960, to £ 1.45 m. in 1964, to £ 2.47 m. in
1965, reaching £ 5.27 m. by 1968. 'Africanisation' of the officer corps

was accelerated and large pay-rises were granted, especially to the
non-commissioned ranks who came to recieve over twice the incomes of

their other East African counterparts. These factors, coupled with the

other obvious benefits of military life in LDCs, such as the cheapness
of subsistence and the possibilities of profiteering amongst the officers,
led to the establishment of a marked division between the military and

the rest of the population - mainly peasant farmers - and resulted in
the self-recognition of the military as a class. The logical conclusion
of Obote's 'move to the left' in 1967, which threatened the interests
of this class, was the use of force in the maintenance of preferential

position, a conclusion which resulted in military take-over.
We must therefore conclude that, if, only in this case, the military

itself, by virtue of its power, has the strength and the ability to
cause defence expenditures to rise disproportionately.
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vii'J Imperialism - Imperialism and neo-colonialism form another

constituent to the causes of military spending. We can examine this

aspect by reference to an example.

Portugal is one of the few European states which still possesses

colonies, notably the three African territories of Angola, Mozambique
and Portuguese uuinea. Even when the majority of other African colonies
were granted their independance in the early 1960s, Portugal held firm

to its empire, with American military support.

The liberation of Africa produced a demonstration effect upon the

inhabitants of the Portuguese empire and, from this time, we observe
the emergence of armed struggle against Portuguese domination. Tne

reaction of Portugal was also in terms of increased military activity.

During the 1950s, the Portuguese defence budget rose at an average DC
rate of 4-5% p.a., from 1553 m. escudos in 1951 to 3023 m. in 1960.

However, with the need for the increased expenditure to combat the

colonial liberation movements, the defence budget soared, reaching 6618 m.

escudos in 1966 and 10738 by 1970. In 1970, there were estimated to
17

be about 160,000 Portuguese troops in Africa, douole the 1964 figure.
As we shall see, Portugal now devotes a more substantial share of

national income to defence than does any other European country, and

also possess the highest rate of defence expenditure growth in that

region.

The pattern of neo-colonialism is best illustrated by the USA

experience. Baran and Sweezy (1968) argue that, in the past one

hundred years, America has developed its own 'empire' of effective
control, based upon infiltration into industrial ownership, direct
economic aid to sympathetic regimes, and also military assistance to
such regimes which, of course, implies a cause of level of US defence

expenditure. They cite an impressive list of 33 countries, excluding the
18

USA itself, where such neo-colonialism occurs. In terms of defence
assistance, the sums involved are substantial - for example, US aid
to Portugal in 1953, under the auspices of the NATO agreement, exceeded

19
the domestic defence budget of the recipient.

We have isolated a number of reasons for defence expenditure, and

its corresponding growth. Defence, however, is just one element of
overall public expenditure, and we now turn to an analysis of the
relationship betv/een the two.
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c) DEFENCE AND PUBLIC EXPENDITURE

In recent years, a number of studies have been presented, on the

dynamics of public expenditure during the development process. Both

time-series approaches - Peacock and Wiseman (1961), Gupta (1967) - and

cross-section analyses - Gupta (1969), Lotz (1970) - have been attempted,
from the expenditure point of viev/. Studies have also appeared, which

examine taxation changes during development and growth - Hinrichs (1966).
Analysis of defence expenditure can be usefully set against such

backgrounds, but, in the first instance, it is necessary to review the

existing material.

One particular aspect of the Peacock/Wiseman thesis is especially
relevant to the study of long-term defence expenditure trends. Peacock

and Wiseman argue that, under normal circumstances, popular attitudes
towards the tolerable burden of taxation are stable over time, implying
that public expenditure grows in line with national output, however,
abnormal circumstances, such as major wars, dictate that taxation must

be increased to finance military activity, and this necessity will be
rationalised and accepted by the taxpayers. The tolerable tax burden
will be subsequently redefined at the new level, once normal circumstances
have been restored, implying a progressive increase in the proportion
of national output devoted to the public sector. " People will accept,
in times of crisis, methods of raising revenue formerly thought

intolerable, and the acceptance of new tax levels remains when the
20

disturbance has disappeared ".

The UK economy during the twentieth century provided evidence for
such a hypothesis - public expenditure may be represented as an increasing

'step-function' against income over time, the 'steps' coinciding with
periods of national disturbance, in particular, the two major wars..

The study by Gupta (1969) is an extension of the Peacock/Wiseman
method, relating public expenditure to levels of development. Gupta
notes that previous studies had suggested that there existed a " positive
correlation between government expenditure as a share of national
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output and the degree of economic development ". Such a hypothesis
was tested with a sample of 53 nations, and the model suggested that
the share of government expenditure increases at a diminishing rate,
with increasing levels of national income per capita. Gupta further
noted that geography had a role to play - African nations tended to have
higher levels of government spending than those suggested by the modei,
whilst those of Latin America were lower.
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Gupta's explanations of this trend were (i) the previously-

described Peacock/Wiseman thesis, which implies that the more established

nations with greater histories of social disturbances will have higher

government expenditures, (ii) the low taxation potential of LDCs which
naturally precludes high levels of government spending, (iii) the
belief that public sector productivity is lower than that of the private

sector, necessitating an increasing input to the former for equivalent
increases in output, (iv) the political attitudes of the countries
concerned - a 'socialist' government would obviously be more anxious
to develop its public sector than a 'capitalist' government, (,v) the
influence of the 'international demonstration effect' with respect to

beliefs as to a 'desirable' level of public spending.

Lotz (1970) tested a disaggregated public expenditure model for a

sample of 37 LDCs. In particular, he found no strong relationship between
defence and other expenditure variables - social welfare, education,
health - although he did detect a slight negative relationship between
defence and income per capita. This was explained by the possibilities
that (i) there is a certain minimum size for a military establishment,
determined by technical factors, which implies a fixed expenditure level,
irrespective of income, (ii) small nations have been obliged to spend
on defence, owing to their fears of the mobilisation of other, more

affluent states. A relationship was also found between defence spending

and resource endowment - exports of minerals and oil - which simply

implies that nations with a thriving economy are more willing and able
to pay for defence goods.

A direct parallel to the Peacock/Wiseman analysis of the UK is the
experience of the USA during the Korean crisis and the rearmament boom
of the early 1950s.

An increase in defence spending was budgeted for 1950 and was mainly
financed by increased taxation on personal incomes and corporation
profits. The major growth started during 1951, when military expenditure
was estimated to rise from $ 20,994 m. to $ 41,421 m. before the end of
the fiscal year 1952. The total for all other government functions was

estimated to rise from S 15,768 m. to S 16,815 m. during the same period.
In percentage terras, these figures indicate a growth rate of 97% p.a.
and 7% p.a., respectively.

" The primary aim of the Administration's tax policy in 1951 was

to secure the prompt enactment of tax increases large enough to eliminate
the defecit that was in prospect for fiscal 1952 if defence expenditures
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rose as expected and tax rates were not raised ". Taxation revenue was

• : T;r .
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therefore again raised from the same sources as before, with the
addition of substantial rises in excise duties.

The scale of rearmament was considerable - defence expenditure rose

from 5.8% of GNP in 1949 to 14.5% in 1952. Although all the nations

who had participated in World War II expanded their defence sectors at

this time, the growth in the USA was the largest and the most rapid.

Furthermore, it was financed almost exclusively by taxation - between

1949 and 1952, taxation receipts rose from 23.8% of GNP to 28.4%.

At the end of the war in 1945, attempts had been made to lower the

level of taxation entailed by the conflict. By 1949, taxation was

running at around 19-20% of GNP. After the rearmament period, tax

reductions also occured, but, during the 1950s, the level never fell
below 20%, finally stabilising at slightly above this figure. By 1970,
the federal tax level had reached 22.0% of GUP.

This time-trend clearly indicates a 'step' in the Peacock/Wiseman
function. Of greater interest to us is the fact that, not only does

overall public expenditure exhibit a tendancy to rise over time, but so

do the actual defence budgets themselves. This is clear from Figure 1,
where both the NATO and the Warsaw Pact regions display a 'step-function'
trend over time.

The countries of the Third World do not seem to fit into this

pattern. The model presupposes a long history of public expenditure,
with discreet stages of social.disturbance. Few LDCs possess these

attributes at the present time, although they may well do so in the

future. One possible exception is the case of Southern Asia, dominated

by India (Figure 3). In the early 1960s, a rapid growth in Indian spending

occured, for reasons previously described. A slight decline followed in

1966 but, again, the new 'equilibrium* was at a higher level than tnat

obtaining previously.
In general, we would not anticipate a decline in LDC tax rates

after a social disturbance, because of the necessity of diversion of
all available resources to the development effort - examples include
the relief of poverty, infrastructural development and other investment

programs. It therefore follows that a decline in defence spending

would have little influence upon a normally-rising tax profile over

time, as an increased share of resources would be devoted to non-defence
activities. To take just one exanple, that of Ghana. Between 1969 and

1972, defence expenditure was cut Dy 13%, although taxation receipts were

increased by 69%. These additional resources were channeled into other

public sectors, notably education ( whose allocation rose by 43% ) and

public health ( whose allocation rose by 26% ).^
This pattern is followed by other LDCs experiencing rapid rises
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and falls in defence spending - for example, India, Nigeria and Guatemala.
*

The models so far discussed also provide useful prototypes for the
examination of current government and defence expenditure trends. Table 4

presents data for 65 countries ( and also the USSR), for which data on

national income, public finance and defence is currently available. The
Table is arranged as four regional groupings - Africa, Asia, latin America,

Europe and others - and also provides information on defence and income

growth rates.

The 'key' to this Table, and to the subsequent analysis, is as follows:

G - Total government expenditures, including those incured by local
and sub-state authorities in the case of those nations which have

such expenditure agencies.

T - Total government tax: reciepts, including those of local and

sub-state authorities, where appropriate.

D - Defence expenditure, including expenditure on para-military

security forces.

Y - National income at market prices.

A/Y - Percentage of national income devoted to any particular sector, A.

Be - Per capita figure for any variable, B, in # US at 1963 prices.
0% - Annual percentage growth rate of any variable, G.

The basic methods, and the nature of the sample, are similar to
those used by Gupta (1969 3• However, some significant differences do

exist, namely;

i) the data relates to 1968, eight years later than Gupta's material;
ii) Gupta's definition of G/Y excludes any government expenditure other

than that incured by the central government;

iii) Gupta used a five-year average for his calculations, to allow for
possible expenditure fluctuations. This approach has not been

followed here because many of the nations represented do not possess

data over a range of more than one or two years. Strict use of

averaging would therefore entail restriction of the sample size.
Examination of the available data futhermore suggests that the

average figure does not differ significantly from that of the mid¬

year of the time-range. This assumption is compatible with Gupta's
analysis of time-trends in public expenditure, at least for the
DCs ( Gupta 1967 ). In view of the results obtained, it is doubtful
that the general conclusions would be affected by the averaging

technique;

iv) National income is used in preference to GNP, as more countries



Table 4 Public Expenditure, Defence and National Income, 1968

Country Yc Yc% G/Y T/Y D/Y Dft

1. Central African
Republic 98 n. a. 25.5 23.7 2.7 n. a.

2. Egypt 189 0.2 23.5 25.4 8.3 12.9

3. Ethiopia 57 3.0 14.0 12.6 2.4 6.9

4. Ghana 221 -0.5 17.9 14.5 2.1 5.1

5. Kenya 116 3.7 19.7 16.7 1.3 21.2

b. Liberia 181 n. a. 16.2 15.7 0.8 n. a.

7. Libya 1234 n. a. 42.1 54.0 8.9 25.3

8. Morocco 203 1.0 25.3 24.7 2.8 5.0

9. Nigeria 77 2.0 17.0 11.9 4.0 33.6

10. South Africa 624 2.7 21.8 18.0 2.7 18.5

11. S. Rhodesia 218 2.8 24.5 23.4 1.9 7.2

12. Sudan 104 1.4 21.1 18.5 3.4 13.3

13. Togo 111 n. a. 12.5 12.7 1.4 n. a.

14. Uganda 110 2.0 17.3 16.1 2.1 51.0

13. U.-R. Tanzania 85 2.9 19.0 15.1 2.7 33.0

16. Zaire 58 1.0 39.1 41.3 2.2 13.2

17. Zambia 303 5.7 45.3 35.6 2.0 17.4

18. Burma 75 0.6 15.5 15.5 5.2 7.7

19. Ceylon 141 2.8 28.4 21.6 0.7 n. a.

20. India 79 0.5 24.7 17.6 3.1 5.4

21. Iran 302 6.0 24.1 19.2 6.2 11.8

22. Iraq 269 2.8 32.3 33.7 9.8 11.8

23. Israel 1324 4.8 44.3 31.2 10.8 19.9

24. Japan 1231 vo• 13.7 13.5 0.9 3.9

25. Jordan 252 n. a. 40.8 13.3 19.4 7.9

26. Korean Republic 175 6.8 20.8 18.2 4.4 n. a.
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27. Lebanon 503 n. a. 15.6 13.7 10.9 10.9

28. Malaysia 303 n. a. 33.1 24.7 19.8 19.8

29. Philippines 287 1.4 10.8 9.4 6.9 6.9

30. Syria 237 2.0 20.7 20.7 9.8 9.8

31. Thailand 157 4.9 18.0 14.8 11.4 11.4

32. Turkey 362 n. a. 18.4 17.8 4.3 4.3

33. Brazil 286 1.6 12.3 11 .0 2.7 3.5

34. Chile 516 1.9 24.8 22.5 2.4 3.6

35. Colombia 304 1.8 12.0 11.3 2.6 9.2

36. Costa Rica 429 n. a. 15.3 13.4 1. 3 n.a.

37. Dominican Republic 272 -0.6 18.4 17.2 3.0 n. a.

38. Ecuador 220 n. a. 15.7 11.3 2.0 n. a.

39. El Salvador 265 2.8 10.3 10.7 1.1 n. a.

40. Guatemala 301 2.4 9.3 8.5 0.9 n. a.

41. Guyana 284 -1.5 30.9 24.4 3.1 n.a.

42. Honduras 86 2.1 12.7 12.3 1.1 n. a.

43. Mexico 543 3.6 7.1 6.3 0.7 5.0

44. Paraguay 212 1.3 15.2 12.5 2.2 n. a.

45. Peru 300 1.6 19.8 18.0 3.5 6.0

46. Venezuela 790 1.8 24.0 23.7 2.4 7.0

47. Austria 1414 4.0 32.5 30.5 1.4 7.9

48. Belgium 1956 4.1 29.5 25.4 3.1 4.9

49. Denmark 2318 4.0 25.3 25.3 2.8 5.9

50. i'inland 1562 4.3 26.8 25.1 1.7 3.8

51. Prance 2292 4.6 24.7 22.0 4.2 4.2

52. Germany (West) 2005 3.6 24.9 24.5 3.4 5.8

53. Italy 1317 4.5 23.7 20.5 2.4 4.1

54. Netherlands 1792 4.0 27.6 24.3 3.9 3.9

55. Norway 2044 4.1 26.5 24.3 4.5 6.0
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56. Portugal 520 5.2 19.3 20.8 7.2 8.3

57. Spain 730 5.9 14.4 14.2 2.2 4.2

VJ1 CD • Sweden 3109 3.4 28.3 26.1 4.0 4.0

59- Switzerland 2467 2.4 9.7 10.0 2 .6 4.5

60. UK 1720 1.9 48.2 45.2 6.2 1.3

61. Australia 2250 3.4 39.6 35.4 5.0 5.5

62. Canada 2810 3.7 19.2 18.8 2.8 0.7

63. USA 3898 3.0 39.1 35.9 10.0 6.2

64. Ireland 1045 3.6 31.5 27.5 1 .2 3.3

65. New Zealand 1797 n. a. 22.0 25.7 1.9 3.7

66. USSR n. a. 4.9 52.7 52.9 6.9 3.9

* * *

Notes to Table 4

1. All data, excepting growth rates , refers to 1968.
2. 'n.a.' implies that the. data is unavailable or unreliable.

3. Income for the USSR is taken as net material product - these figure
are not therefore comparable with data for other nations.

4. The time spans over which growth rates are computed are as follows:

(i) for growth of defence expenditure : 1950 - 1970, except Ghana,

Ethiopia, Kenya, Libya, Morocco, Nigeria, S. Africa (60-69); Sudan,
S. Rhodesia, U.R.Tanzania (64-70); Uganda (62-69); Zaire (63-70);

Japan (51-70); Guyana (60-65); Canada (51-71); Peru (50-69); Zambia

(64-69).

(ii) for growth of per capita incomes : 1960 - 1970, except Egypt,
U.R.Tanzania (64-69); Ethiopia (61-69); Kenya (64-70); Nigeria

(60-66); Morocco, Brazil, Honduras, Switzerland, Zambia (60-69);
•S. Africa, Japan, Thailand, Guatemala, Peru, Venezuela, Belgium,

Norway, Spain, Sweden, UK, Canada, USA (60-71); S. Rhodesia

(65-71); Burma (62-67); Zaire (66-68); Iran, Dominican Republic,
El Salvador (60-68); Syria (63-70); Ceylon, India (65-69); USSR,
Guyana (60-65); Mexico, Paraguay (62-70).

Source : UN (1971), Tables 177, 178, 184, 185, 194. ON (1972), Tables
185, 196. UN (1971a),Table 1B. SIPRI (1972), Tables 4.4-4.11.
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possess this type of information;
f

vj Taxation data was also include in the analysis, and a larger
sample was employed (, 65 as opposed to 53 ).

By transformations of the variables in Table 4, it is possible to

develop and operate upon new variables - for example, Go can be
obtained from G/Y and Yc.

Using standard regression techniques, preliminary analysis of our

sample yields fairly obvious conclusions. Firstly, government expenditure
is strongly related to income, both in per capita terms :

Gc s» 29.7 Yc - 2391.4 Coefficient of determination,
; p

I' adjusted for degrees of freedom ( r )
= 0.846

Standard deviation (.s) w 11401.6

Government taxation receipts display an almost identical pattern.
Such a relationship is only to be expected because, as Table 4 shows,
T/Y and G/Y are highly correlated ^

Tc = 27.9 Yc - 2483.0 r2 =• 0.851, s = 10492.1

Defence expenditure per capita is not so highly correlated to

income, but a stronger relationship does exist between defence and

government expenditure and taxation, all in per capita terms :

Dc = 5.1 Yc - 787.2 j r2 = 0.630, s = 3530.7

Gc = 4.5 Dc 4 6271.3 r2 = 0.817, s •= 12416.4

Tc a- 4.2 Dc + 5893.2 | r2 =r 0.793, s = 12361 .7

A model of defence as a factor in budget surplus and defecit was

also tested in the belief that, as defence expenditures may be
caused by emergency situations and are therefore unforeseen, they are

prone to more violent fluctuations. Such rapid changes could not be
met by a more stable taxation profile, with the result that budget
defecits might be anticipated in nations with high, conflict-related,
defence expenditures. However, no such relationship appeared to exist -
indeed, a low correlation coefficient for budget surplus against
defence ( 0,250 ) suggested that the opposite was true, that defence
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expenditure was accompanied ,by budget surplus.
Examination of the evidence suggests reasons for this result. Firstly,

the DCs, which exhibit higher levels of per capita defence spending,
possess sophistocated tax systems, which more than cover the costs of

defence increases - for example, the USA experience previously examined.
The other nations with high defence expenditures are the Middle Eastern

group of countries, some of which have budget surpluses owing to the
levies on petroleum. 80% of Libya's public expenditure, for example, is
financed by such duties.

An example which does lend support to our original hypothesis,

however, is the case of Jordan, whose government expenditure greatly
exceeds taxation receipts, largely due to the needs of defence.

For his 1960 sample, Gupta developed the following relationship
between the share of puhlic expenditure in GNP and GNP per capita :

Log G/Y =. 0.227 + 0.65(Log Yc) 4- 0.28(Log Yc)2 - 0.06l(Log Yc)3
r2 = 0.768

Lotz (1970) attempted a similar analysis, but he determined a much
lower degree of correlation between these variables ( 0.14 )•

The Gupta formulation was applied to the data in Table 4, but a
2

very poor result was obtained ( r =. 0.069 ). Other equations were also
tested with similar results, the 'best fit' coming from a simpler

function, illustrated in Figure 5. This function is of the following
form :

Log G/Y =. 2.415 + 0.106 (Log Yc ) r2 = 0.073

The number assigned to each point in this, and the two subsequent, Figures,
corresponds to the list of nations in Table 4.

The discrepancy between Gupta's high degree of correlation and the

less-significant relationships obtained by Lotz and from this sample,
are easily explained. Firstly, the nature of the relationship clearly
depends upon the choice of sample. Gupta, for example, did not include
a number of those nations which represent 'outliers' in Figure 5, such
as Zaire (16), Jordan (25) and Libya (7). Again, the expenditures of
several of the countries which Gupta did include have changed markedly
since 1960, for example, the Middle Eastern group, whose expenditures
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have risen to finance the conflicts which began in the mid-1960s, finally,
the definition of government expenditure is, as we have noted, more

25
inclusive than that employed by Gupta.

In spite of the wide divergences from the computed trend, vie may

still infer that government expenditures, as a percentage of national

income, increase with economic development. We would also agree with

Gupta as to the main causes of this trend, especially with respect to

the significance of geography - the African nations still remain above
the computed trend, whilst the Latin American countries tend to lie
below it.

A similar pattern emerges with defence expenditures ( Figure 6 ),
where there is a slightly higher allocation to defence amongst the DCs.
The form of the equation is :

Log D/Y - 0.427 + 0.102 ( Log Yc ) r2 - 0.013, s = 0.702

The effects of defence needs for warfare are again high-lighted by the
Middle East. We note that all the major combatents in this theatre of
war have high defence allocations - Libya (7), Egypt (2), Jordan (25),
Israel (23), Syria (30), Iraq (22).

The strongest relationship of this type is again that between
defence and government expenditure ( figure 7 ), and is of the following
form :

Log G/Y = 2.716 + 0.327 ( Log D/Y ) r2 - 0.289, s = 0.355

Such a relationship also exists in terms of changes in expenditure over

time. In considering levels of expenditure for the subsequent year, 1969,
the following pattern emerges :

. 26

G69 " G68
G68

= 22.136 D69 " D68
D68

- 1.4 r =- 0.320

s — 5.669

having completed our analysis of the data presented in Table 4, we

may now proceed to draw a number of conclusions.
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In developing these conclusions, we should bear in mind that only
the most general propositions can be infered, owing to the high standard
deviations and low determination coefficients encountered, and also to
the uncertainty attatched to the accuracy of the data.

. The main conclusions are as follows :

i) Government expenditure, taxation receipts and defence spending
are all increasing functions of national income per capita;

li) Defence expenditure does not appear to be a determinant of budget

defecits, except in the case of certain LDCs involved in major

conflicts;

iii) The public expenditure component of national income increases with

income per capita;

iv) The proportion of national income devoted to defence increases

with national income per capita;

v) Defence expenditure is positively related to overall public

expenditure.

«•

The latter conclusion suggests two hypotheses - (i) defence spending
is a significant determinant of public expenditure or (ii) whenever

government expenditure increases, defence is allocated a share of this
increase.

Unfortunately, no available statistical technique can determine
determine causality with 100% certainty. In. fact, the evidence lends

support to both our hypotheses, and this is only to be expected.

During a time of war, the needs of the military will become a major

determinant of public expenditure, in that the majority of available
resources will be redirected towards the war-effort, under the constraint

that the economy must continue to function reasonably efficiently. In
such a situation, defence expenditure will form a significant proportion
of puolic spending and will largely determine the level of the latter.
The Middle East again serves as an example. Under this rubric of 'war*
we should naturally include the fear and anticipation that war might

actually occur in the near future.
In times of peace, the causality relationship would be reversed.

In such circumstances, increases in government spending lead to an

expansion of all public sectors, and here defence is one amongst many.

Extensions to the defence sector would therefore occur to service

existing equipment, develop and augment new military systems and techniques,
to keep up with potential rivals, to meet the needs of treaties and

alliances, and for the other reasons previously discussed.
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As a conclusion to our ,analysis of the role of defence in public •

spending, it is appropriate to relate military expenditure to the other

components of government expenditure. The main additional components are

education and public health. Table 5 provides information on per capita
27

expenditures for these three sectors, for the regions of the world.

Table 5 - Allocation of Public Expenditures by region, 1970

(expressed in £ US per capita of population)

Defence Education Health

World 57 46 22

North America 352 270 131

Europe
(inc. Warsaw Pact)

136 108 60

Latin America 10 15 5

South Asia 3 2 1

Middle East 44 16 5

Africa 4 8 3

Par East 12 12 1

Source : USACDA (1972), Table III, p. 14.

This Table illustrates the relative priorities accorded to different
sectors of public spending. We clearly see that Third World nations are

emphasising the needs of education over the needs of defence, in terms of
the proportions of expenditure allocated to these sectors. This is

especially true for Africa and latin America, although the Middle East

provides the obvious exception. The inverse of this pattern characterises

the DCs although, in all regions, public health receives the smallest

expenditure allocation.

A cross-section taken at any one point in historical time fails,

however, to reveal the dynamics of public expenditure, the trend in
relative allocation over time. Information of this nature is provided

in Table 6.

Prom this data, we observe that the development of welfare services
— education and public health — is being more heavily emphasised amongst
the DCs. This leads us to anticipate that an increasing proportion of
national income will be devoted,to these sectors over time. Defence

expenditure, on the other hand, is growing at a slower rate than per

capita GNP, implying the converse trend.
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Table 6 - Annual Average Growth Rates of Public Expenditures

(expressed as percentages, for the period 1961 - 1970)

DCs LDCs

Military Expenditure 2.6 8.0

Education a.o 7.5

health 6.2 2.0

Per capita GNP 3.7 2.2

Source : USACDA (1972), Chart III, p. 4.

* * *

In direct contrast, the LDCs are developing their military sectors
at a rate far in excess of GJtfP grov/th, to the detriment of other

public sectors, in particular, public health. The implication in this
case is, of course, that more and more of national product is being
devoted to defence.

These observations have brought our examination of the growth of

military expenditures full circle. We have reviewed a considerable
amount of evidence, all of which suggests that defence spending, and

especially that of the Third World, is on an upward trend, with respect
both to time and to national income. This leads us on to consider the

costs and benefits of these increasing expenditures on the military
sector.
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CHAPTER 3 - DOMESTIC DEFENCE EXPENDITURE
\

This chapter aims at an evaluation of the actual costs of defence

spending, in terms of the utilisation of resources. We shall be mainly
concerned with the internal aspects of defence, that is, the repercussions
of domestic public expenditure upon the domestic economy. The balance
will be redressed in the following chapter, which examines the external

aspects, those involving international defence expenditures.

The opportunity costs of defence are not so clear-cut that we may

simply infer that expenditure on defence entails a net withdrawl of this

amount of resources from economic circulation. This is because defence

expenditure itself produces both beneficial and detrimental effects upon

the civil economy. Before examining defence costs, it is therefore

necessary to analyze certain areas of activity where the military and
the civil economy impinge upon one another.

a) DEPBNCK I INDUSTRIES

Amongst the nations of the developed world, heavy investment in
the defence sector and, in particular, in those industries producing

military requirements, has been partially justified in terms of the
existence of 'spin-off'. The arguement revolves around the possibility
of the transfer of technology from 'military' industry to 'civil'

industry. Expenditure on military research and development, is is said,

might produce new knowledge, techniques and materials, which are capable
of finding direct civil applications. Production based upon this new

technology would clearly be beneficial to the entire economy.

The industrial experiences of the UK and the USA provide many

examples which support the belief in the existence of spin-off. Small-
arms manufacture entailed the standardisation of components and

production-line systems, both of whose principles were readily applicable,
and were indeed essential, to the machine-tool industry. New steel

alloys were developed to cater for the requirements of heavier armaments
and these found alternative applications in civil engineering. Most

recently, the US aero-space programs have provided spin-offs, by advancing
technology in a number of fields, from medicine to micro-electronics,

1
from computors to communications.
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Because 'spin-off' necessitates some form of coherent industrial

structure in both civil and military industry, the concept is inapplicable
in its present form to most of the LDCs. As we shall see, these nations
have placed great reliance on purchases from NATO and V/arsaw Pact

countries to build up their own armed forces - virtually all the major
weapons in Africa, for example, have been obtained from these two blocs.

So far, few successful attempts have been made in creating truely
indigenous arms industries, and so the liklihood of spin-off hardly

arises, particularly when one comes to consider the embryonic nature of
overall LDC industrialisation.

In all, about two dozen LDGs engage in some form of defence
2

production. Most of these have small-arms industries, as this form of

production represents the cheapest form of military industrialisation.

Military aircraft industries are comparatively rare amongst the LDCs,

Brazil, Argentina, India and Lgypt being the major representatives of this

group. The production of the simpler rockets and missiles is also located

in these countries, although the construction of military shipping is
almost totally restricted to India and Argentina.

India herself provides an interesting example of the inter¬

relationships between defence expenditure and development, in terms of

industrialisation. In India, spin-off goes further than the simple
transfer of technology, although this aspect certainly plays a part. By
virtue of military production, certain branches of civil industry have

been made viable and new industrial sectors have evolved in parallel
3

with military industry.
Ordinance factories had been established in India under the British

regime, although it was not until 1945 that directives were issued to

fully explain their role in the macro-economy. The production base was

deliberately widened such that military industry could successfully
relate at all levels. How has this worked in practice ?

In 1960, the IViarazon Docks complex and the Garden Reach workshops,
formerly under British ownership, were offered for sale and were

purchased by the Department of Defence Production. Although primarily
intended for the construction of the Indian navy's warships, the docks
soon had orders for two large liners and found themselves in great demand
for the maintenance and repairing of both military and civil shipping.
In addition, many small-scale projects were undertaken, such as the
construction of barges and tugs, and the resulting revenues allowed the
workshops to diversify and to establish new units for the manufacture of
diesal engines, compressors, cranes and pumps.

A similar pattern is displayed by aircraft manufacture. The
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Hindustan Aircraft Company was taken over by the Ministry of Defence
in 1943 for military aircraft construction but, by 1959, it had"become
apparant that some scope existed for the production of civil aircraft.

The Indian government had hoped for self-sufficiency in the manufacture
of aeroplanes within 20 years, but it now seems that such an achievement

is unlikely until the 1980s. Production commenced with the conversion

of war-surplus machines, notably Douglas C-47s, and developed into the

assembly of British aircraft. Recent efforts have been aimed at the

manufacture of supersonic fighters, helicopters, light 'planes and

transports for military/civil use. An example of the latter is the

HS-748, which was originally designed for the armed forces, but which was

later successfully sold to India Airlines.

Amongst the smaller industries, the military's electronics'

establishments provide much of the armed forces' requirements. Presently,
they are expanding into the civilian market with the supply of radio

components, transmitters and receivers, as well as navigational aids
for shipping. Incursions into the computor field are also envisagedo

The civil/military linkages in the Indian economy are clearly well
established. Indeed, in some cases, the trend has been reversed; Praga
Tools was incorporated into the military sector to provide engineering

components, although its output remains predominantly concerned with
the civil sector - lathes, milling and foundry work.

In theory, a policy such as that pursued by the Indian government,
with respect to defence, could yield many economic advantages. Possibly
the most obvious is that of foreign exchange svaings. Bhipping and

aeroplanes are two of the most expensive defence items and so, by
domestic production, valuable funds are liberated for alternative usage.

Furthermore, such industry can provide employment and training
opportunities for local labor, which will have a beneficial economic
effect.

Equally important is the consideration of capacity utilisation.
Large-scale industry, with high unit-cost products, tends to be demand-
deficient, especially in low-income countries. It is clear that, as

individuals, neither civil nor military demand alone could sustain an
aircraft or a ship-building industry. Together, however, they permit
continuous production from an established plant. Furthermore, the
military is able to manipulate its construction requirements as a policy
tool, by phasing its demand to coincide with slack periods within the
civil area of the market.

Such composite demand might also be necessary to justify the
establishment of new industries. Because of their lack of resources,
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LDCs are generally only able to promote a new industry by either state
financing, or by permitting the introduction of a foreign-owned
enterprise, 'l'his latter course is frequently considered undesirable,
owing to the problems of repatriation of profits and the possibility
of political and economic involvement in state affairs. It might
therefore be to a country's advantage to consider the establishment of

an industry under the auspices of defence, to provide for the nation's

'hardware', and to econonise on foreign exchange, Buch a policy would
have the important effect of permitting parallel civil production of
a similar product with similar benefits.

Military demand of this nature can only be a spur to development in

a relatively small sector of the economy, namely that concerned with
technology, engineering and transport. Nevertheless, it is just this

sector that many iDCs are attempting to encourage to enable them to

follow their development ideals, and so a role does exist for the

military in deipand creation and stabilisation.

Because of the nature of the demand structure of military industry,
it is essential that such expenditure occurs within the context of a

coherent planning framework, to ensure that the required economic

linkages exist. An illustration of this is the necessity of of iron
and steel and other raw materials required by the production process.

Should these be unavailable within the country concerned, the

establishment of a defence industry will simply entail an increase in
material imports, eliminating any potential benefits. Almost certainly,
such importation will be necessary in the short-term; steps must
therefore be taken to ensure that this burden will not have to continue

over into the long-run.

In theoretical terms, therefore, we are able the potential

significance of the defence industries in a nation's development effort,
however, if we examine the Indian situation more closely, we discover
the benefits sre not so clear-cut as has been supposed.

The problems of the developing nations, as regards defence

production, may be succincyly summarised as follows : " The shortage
of financial resources, the absence of appropriate materials, the
limited nature of defence-related industries .... and the shortage of

skilled personnel are all features which make the establishment of a
4

truely indigenous defence industry extremely difficult ".
In terms of production costs, all of the aircraft currently produced

under licence in India could be purchased from abroard at lower cost.
.Relative costings are illustrated in Table 7.



Table 7 - Production Costs of Indian Aircraft (in ft US '.000)

A - Cost of aircraft produced in India
B - Cost of comparative import

Aircraft Type Origin A _B_ A/B %

HJT-16 Trainer India 340 200 170

Mig-21 Fighter USSR 1520 830 180

HF-24i Fighter India 940 600 160

Alouette Helicopter France 270 170 160

HS-748 Transport UK 1490 1000 150

Unat Fighter UK 380 200 190

Note : The two Indian aircraft were designed in India buf use UK and
USSR engines, built under licence. 'B' gives the cost of a
comparative machine of non-Indian manufacture which would
serve a similar function.

Source : SIPRI (1971), Table 22.9, p. 738.

Why should it be cheaper to import aircraft from abroard ? Firstly,
cheap labor forms the major production advantage of the LDCs, but this
is of little valu ih arras industries which tend to be capital-intensive,
labor costs represent only a small proportion of the total. Material
costs for LDCs tend to be high as (i) locally produced components are
granted preferential prices to encourage indigenous production, (ii) parts
imported from DCs are frequently overpriced, relative to the costs of
completed machines, owing to transport costs and to the pricing policies
of DC manufacturers. LDCs also suffer in that they seldom possess
adequate facilities for testing and are often obliged to transport their
finished machines to DCs for this purpose. Furthermore, in the short-
term, LDCs will be unable to reap full economies of scale and will
suffer resource starvation in the fields of research and development,
although one of India's current policies is the rectification of this
oamission.

If we depart from standard analysis, however, we may question
whether absolute production cost is an adequate reflection of the
opportunity cost because, in terms of community preference, it makes no
distinction between foreign and domestic resources. Being more scarce,
it is plausible should be valued at a higher rate. This being so,
comparison in terms of foreign exchange reveals a different picture,
such that it now becomes profitable for the domestic industry to produce
a proportion of India's requirements, in particular, the Gnat and Mig-21.
For example, the foreign exchange cost of production for the Gnat has
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been estimated at $ US 110,000, or 55% of the import cost. ^
The Indian ship-building industry has fared much better in terms

of pure economics. Profits have been steadily increasing, although a
foreign exchange outflow has occured due to purchases of naval weaponry,
electronics and other equipment. In terms of the plans of the Indian
government, however, this industry has not been accorded as high a

priority as aircraft manufacture.

In sum, therefore, it would seem that the establishment of defence
industries, based upon the Indian experience, is likely to prove an
expensive operation. However, as we have already noted, this fact has
not detered a number of LDCs from the development of such industry, in
order to supply at least some of their armies' requirements by indigenous
production. There are a number of reasons for this policy.

A primary concern of the Third World is strategy. The LDCs are
anxious to minimise their dependance on the established power blocs who
currently hold the monopoly of arms sales, and they cannot afford to
risk the possibility of a short-fall in supply, should this be determined
by outside circumstances, furthermore, the purchase of foreign weapons
is expensive and, for a country which has attained a fair degree of
industrialisation, the economic costs of local production might not be
too prohibitive» in view of foreign exchange savings and the boost given
to sectoral development via military/civil composite demand.

Generalisations as to the fortunes of the LDCs in aggregate are

naturally dangerous. India's policy is, at present, extremely expensive,
but the government is confident of returns in the form of exchange
savings, capital-deepening and industrial multipliers. Argentina, on
the other hand, serves as an example of a situation where progress may
be frustrated by the mis-management of a defence program. Because of
the instability of government in the past twenty years, programs have
been the subjects of a 'stop-go' policy. Inter-service rivalry has also
meant that differential weight has been attatched to different sectors
at different times* For example, during the Peron era, investment in
aviation increased enormously, resulting in the development and testing
of many prototypes of indigenous design. However, after 1955 and Peron's
departure, this investment all but came to nothing as production was

virtually discontinued. The military regime of the early 1970s managed
to balance out inter-service demands and to subject requirements to
more careful planning. Ship-building has also been expanded, with the
result that Argentina now possesses one of the most developed industries
of this type in the Third World, in company v/ith Brazil and India.

What is the future of domestic defence production in the nations
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of the Third World ? Its high costs and industrialisation requirements
seem to preclude its development in all but the largest of the JjDCs.

There is every reason to believe, however, that other nations of the
Third World will attempt to enlarge their own armaments sectors as soon

as they are able to do so, in that, in their, view, the extra resource

committment is a small price to pay for the potential long-run economic
benefits and the value of non-alignment and political security.

b) REGIONAL MULTIPLIERS

In keeping with any other form of economic structure, a military

establishment, be it industry, barracks or base, does not exist or

operate in isolation. Feedback, between itself and the surrounding

geographical and economic environment, will occur and a mutual

relationship will be established, based upon the correspondance of supply
and demand. It therefore follows that such a military installation
could generate a multiplier effect which, in turn, could possibly
result in beneficial effects for economic growth.

The calculation of regional multipliers is, in itself, a relatively
new addition to the techniques of econometric method; applications are

therefore few in number, heedless to say, even less work has been done
with respect to the Third World, especially relating to military affairs.
Our analysis must therefore rely on the adaption of DC examples to the
LDC environment.

Bolton (1966) has presented the most detailed estimation of the

relationships between regional growth and defence spending, by sub¬

dividing the USA into regions and states, he was able to estimate the
contribution of the central governments's defence purchases from local

industry to growth of the region.

The model developed is a simple regional base model - it predicts
local income as a linear function of exogenous income. It stood up

well to empirical testing - correlation coefficients of around 0.9 for
most regions - and the next step was to estimate the quantity of defence
income accruing to each region, in terms of the value added. Finally,
it was possible to deduce the contribution of defence purchases - that

is, income - to regional growth, for the period 1952-62. A wide spread
of estimates resulted, renaging from 27% over the decade for one region,
to -21% for another, indicating that defence purchases could even have a
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depressant effect upon the local economy. One particularly significant
feature of the findings was as follows : " Neither a high degree' of
dependance upon defence income nor a very rapid growth in defence income
will alone contribute to the growth of the region. Both are necessary " ^

Weiss and Gooding (1968) have attempted a micro-study of defence
expenditure related to regional growth. They examined a small community
in the USA - Portsmouth, New Hampshire - whose economic activity, in
terms of trade with the surrounding region, was geared to (i) a military

manufacturing installation, (ii) a non-manufacturing defence base,

(iii) a number of private industries. Their chosen region was small •

and closed, so that major second-round import leakages could be
eliminated.

The model employed was similar to that of Bolton but was made more

sophistocated by the introduction of time lags into the variables.
As might be expected, the military base gave rise to the lowest

employment multiplier (1.4)1 owing to the fact that its main purchases
such as equipment and provisions, were made in national, government-

directed markets. Similarly, much of the income generated by the base
was spent within its own confines, as it provided a large proportion of
its community's social amenities. This opinion is reinforced by other
studies of such bases, quoted by Weiss and Gooding, which conclude that
around 40% of payrolls are spent directly within the base.

Private industry produced an understandably higher multiplier (1.8)
and the manufacturing installation came out with a median value (1.6).
The difference in multipliers between these two types of industry was

ascribed to the facts that (i) the installation - a shipyard - required

specialist inputs, obtained from national, rather than from local,

markets, (ii) a pro,portion of the yard's labor force lived outside the
region and would therefore be likely to spend some of their income

elsewhere, (iii) the yard's labor force was highly paid, compared to the
region's manufacturing industry, which could have produced a different
pattern of expenditure from that of the rest of the community.

These studies throw further light onto the discussion of defence

spending as a fiscal agent ( see p. 19 ). We observe that both of the
theories conyain some element of truth. Defence investment does create
a multiplier effect, certainly in excess of the deflationary result of
public saving. Conversely, as Baran and Sweezy argued, the inflationary
effect is less than that obtained from investment in civil manufacturing.

Such a conclusion not only resolves the apparant conflict of the two
ideas, but it also suggests that the fiscal role of military expenditure
can yield a finer adjustment than was first supposed, by judicious
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allocation between military and civil investments.
How useful are these studies in helping us to understand the problems

of the LDGs ? Certainly, one of Bolton's conclusions might be relevant,
lie was especially interested in the potential policy tool of tendering
defence contracts to those regions where a labor surplus existed. As

early as 1951, the US Secretary of Defense had appreciated the possibility
of such an exercise, but it would appear that little has come of the

idea. The main problems are those of lack of capital capacity and the
nature of the labor force, unskilled in the type of work required. These

regions clearly have much in common with the LDCs and Bolton's policy
conclusion would be equally justified in this latter case. This conclusion
is that the subsidisation of capital aid training would be justifyable in
order to develop local defence industries in these regions, but only if
alternative forms of industrial production prove to be uneconomic.

Third world countries seem to be in more urgent need of general
industrialisation than of specifically military industry, and they would
therefore be better advised to concentrate upon the development of the
former. However, given the possibilities of spin-off and the political

priorities attatched to defence industries, military investment could be

considered, especially in the light of that which follows.
The weiss and uooding model approximates well to a major city

within an LDC. If the three types of output specified are to be produced
at all, they will be produced within the confines of a substantial

conurbation.- Moreover, the system would be closed and small, as in the
Portsmouth case, although this would now be due to the excessive

polarisation of economic activity which exists in the LDCs. Some of the
provisions of the model, however, do not hold true for the LDC case.

Industrial purchases will most likely come from within the region,
owing to the small number of alternative markets, although the purchase
of consumption goods from abroard could cause additional expense.
Demand and supply of the two military establishments could therefore be

integrated, and this would serve to enhance the multiplier effect. In
the main, labor would be resident within the region and could be expected
to spend its income there, again because of the lack of alternative
centres. Coupled with the fact that incomes of government workers are

likely to be higher than those of an industrial labor force, v/e could
reasonably expect the resultant multipliers to be higher than in the
case of Portsmouth.

Our analysis suggests that, for countries such as India, military
industries could generate valuable multiplier effects within the local
economy. However, in the case of the majority of LDCs where a base is
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isolated from its sources of supply and where no manufacturing occurs,

the resultant multipliers are likely to be low. it should be borne in

mind, nevertheless, that IDC bases tend to be less sophistocated than
in the Portsmouth case, and it therefore seems probable that a more

significant relationship would be established between base and the

local environment, in terms of services, provision of goods, and so on.

It would appear, therefore, that defence spending can generate some

degree of regional multiplication and wpuld, via its appropriate

geographical location, serve as a policy tool in regional development

programs. However, the most pronounced multiplication effects can only
be gained at those centres where industrialisation and infrastructural

development is well advanced, and this constraint might run counter to
an LDC's desire for depolarisation.

c) MANPOWER AND EMPLOYMENT

Table 8 gives estimates of military manpower and its growth, coupled
with population and expenditure growth, for the period 1961-1970. In
this Table, 'manpower' includes both armed forces and para-military

security forces.

Table 8 - Military manpower, 1961 - 1971 (in *000)

A - Annual growth of manpower (%)
B - Annual growth of population (%)
C - Annual growth of defence expenditure (%)

1961 1970 _A_ J3_ _C

World 19255 23370 2.2 2.0 6.4
North America 2607 3159 2.1 1.3

. 5.4

Europe
(inc. Warsaw Pact)

3143 8483 0.4 1.1 6.1

Latin America 957 957 0.0 3.0 8.4

Par East 5392 7467 3.6 2.0 11.1

South Asia 1158 1635 3.9 2.5 11.1

Middle East 686 942 3.6 2.8 17.4

Africa 2 53 629 10.7 2.9 16.6

Source : USACDA (1972), Tables VIII, IV, VII, pp. 34, 13, 30.
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World military manpower has grown at a slightly higher rate than ■

population, although this result is composed of two conflicting 'trends -

DC armed forces grew at a lower rate than population (0.8% p.a. as

opposed to 1.1% p.a.), whilst LDC manpower grew at a higher rate (3«3%
7

compared with 2.4%).
In keeping with the patterns exhibited by expenditure, the DCs

possess the highest absolute quantities of military manpower, and they
also possess the highest relative levels - in DCs, the military
employs 1.0% of the population whilst, in the Third World, the level
is 0.5%.

As Table 8 indicates, there is a global trend of increasing

expenditures per man during the 1960s. This implies that the military
has become progressively more capital-intensive, assuming, of course,
that the expenditure increases are not exclusively due to wage rises.
The global average of expenditure per man is around $ US 9000 - the

figure for the USA is $ 25000, for Europe, $ 12000, whilst the Third
World regions have per capita expenditures of S 1500 to $ 4500. Data on

wage rates in the military sectors of LDCs is difficult to obtain but,
on the assumption that a proxy for wages might be per capita national
income> we may clearly see that the DC militaries are much more capital-
intensive than those of the Third World. This point is reinforced by the
liklihood that the wages of the LDC armed forces are higher than per

capita income. Because defence allocation comes from central government,

wage payments are better documented^ in contrast to the crude estimates
made for other sectors of LDC economies, sucn as subsistence agriculture.
The averaging proceedure will naturally be weighted by the low values of

money income of the latter groups, implying that the LDC value for

capital per man is even lower than first suggested.
We must bear in mind that 'capital' in this sense applies only to

major weapons. Capital in the form of minor weapons, such as small-arms,

is, however, the most common form of dDC equipment, in that the labor-
intensive infantry regiment is the most common form of the military
force. In simple terms, military developmeit proceeds along the

following lines : (.i) infantry regiments, equipped with small-arms and
land vehicles, (ii) expansion of the infantry army, with the development
of an airforce and a navy, if appropriate, (iii ) the development of
nuclear capabilities. Depending upon the stage reached, a war will
result in the expansion of the characteristics of that stage. Dor

example, the nations of Africa are experiencing the first and second

stages.

The growth of manpower in Africa has been particularly high in
those nations which are members of the Organisation of African Unity
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(OAU), and only two African -nations actually exhibit declines in the
level of military manpower since the mid-1960s. Of these, Ghana's

experience is explicable in terms of the demobilisation of nkrumah's

personal guard after the coup of 1966; the other instance is not

significant.

i'he gross increase for the OAU countries amounts to around 2 50,000
men for the period 1966-70, a rise of about 50%. This figure should be
viewed in the light of (.i) the growth of the iMigerian army during the
civil war, which accounts for 60% of the increase, (ii) the growth of
the Egyptian army during the Arab/Israeli conflict, which accounts for
13% of the increase. Even when allowance is made for these special cases,

the average growth of the OAU countries is of the order of 10% p.a.

Individual nation's growth, although locally spectacular, is seldom

significant in the African aggregate, 'i'he Sudan has increased its

military manpower by 30% in the light of the continuing IMorth/South
conflict but, in continental terms, this increase is marginal. The
Maghreb nations have also expended their armies as an eleaeat in their

policies to increase the Arab influence in Africa. Tanzania has

quadrupled her military establishment during the five-year period and
the significance of this will be evaluated subsequently.

The African armed forces are currently employing a little over

1% of the male population of military age, only a slightly higher
proportion than that obtaining in other LDC groups. The questions to be
asked with respect to this employment are (i) does the military sector
absord labor which could be used in potentially more productive

enterprises, (ii) does the military in fact provide work for a proportion
of the population which is unable to secure alternative employment ?

These questions are polar opposities and to answer them it is necessary
to examine the nature of the LDC economies involved.

A major factor in the development of the Third World is not the
9

shortage of labor but the problem of labor absorption. In terms of

the input requirements for capacity output, the majority of LDCs are

experiencing a labor surplus. This is not solely due to the slow growth
of output, but also to the increasing preference on the part of the
entrepreneurs for capital-intensive production techniques. Whilst LDC
industrial output grew at over 7% p.a. for the period 1948-61,
industrial employment only expanded by 3.5% p.a. for the same period.
Third Wo^ld population patterns are characterised by strong rural-to-
urban migration trends, owing to the attraction of town life, high wages

and the poor prospects of agriculture. These account for the growth of
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LDC urban populations of 4.6% p.a. during the period, and indicate a

steady increase in urban unemployment. Latin America's problems were

particularly acute, as the urban population growth for the 1950s was

5.6% p.a. Venezuela's unemployment rate reached 15% by the early 1960s,
in spite of an excellent record of GNP growth. The situation in Africa
has been much the same - a number of countries, such as Kenya, Malawi
and Zambia, have actually experienced negative growth of industrial

employment, despite substantial increases in industrial output.
Our initial observation is that, regarding labor in general, it is

most unlikely that the military absorbs manpower resources required for
civil usage, as there exists a considerable pool of unemployed,

irrespective of military demand.
It is, however, important to distinguish between differing types of

labor. It would seem likely that urban unemployment is largely caused by
the lack of skills on the part of the labor, as it is the skilled and
educated labor that is in short supply in the Third World. Demand for
the latter type of labor should therefore be corresspondingly high. It
would therefore be instructive to examine the employment possibilities
of educated labor to determine whether the military is siphoning off

such scarce resources from potentially more productive areas.

Prench and Boyd ( 1971 ) undertook a survey to examine the employment
opportunities for school-leavers in Ghana. By LDC standards, such people
would be well qualified to enter almost any field of public or private
sector employment. Investment in Ghana for the purposes of education is
high, relative to world standards - around 25% of the 1960s budgets went
to education - and this would lead us to anticipate a reasonably able
labor force. In theory, Ghanaian education is designed to provide

preliminary preparation for careers whose specialist nature will require
specialist training.

When Prench and Boyd came to examine the institutions which
regularly employed school-leavers, they discovered that the demand was

surprisingly low. Por the year mid-1968 to mid-1969, less than half of
the firms interviewed replied that they employed a substantial number of
leavers, the remainder apparantly having little use for this type of
person. The firms which were keenest to employ the school-leavers were

banks and public services, although the demand, in absolute terms, lagged

considerably behind supply. In total, for the area surveyed, only 2600
vacancies existed for 3000 qualified persons. As the area was

Predominantly industrial, the results possibly give the most optimistic
picture, of LDC employment.

It should be noted, however, that Ghana is, to some extent, a special
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case in that its educational' throughput is higher than that of many

other LDCs. In nations which devote less resources to education, skilled
labor is correspondingly more scarce. Even so, as Tables 5 and 6 have

shown, education is a primary spending priority for much of the Third

World, leading us to anticipate that skilled labor v/ill become more

plentiful in the future. It might well then encounter similar problems
as those met by unskilled labor at present.

Unemployment of skilled labor has other facets, as Peil (.1969) shows
in a study of Tema (Ghana). Her analysis suggests unemployment of
skilled labor might also be a result of the structural deficiencies in

the economic system. Tema was developed during the 1950s and 1960s as a

port and an industrial site, and served to attract large numbers of

skilled laborers from all parts of the country. However, the completion
of all the major construction schemes has left many of these people

without employment, as the factories mainly employ unskilled labor for
routine or supervisory tasks. Peil's survey reveals that this labor force
is unwilling to move from Tema, not only due to family committments, but
also, and more importantly, because their " awareness of widespread

unemployment makes them question the wisdom of leaving their contacts to
start again elsewhere ". ^

McQueen (1969) has examined the implications of the educated

unemployed for the socio-political environment. His study of Nigerian
school-leavers indicates that (i) most school-leavers are anxious to
attain status and occupational careers in a 'modern* context, (ii) most

school-leavers tend to be optimistic about the prospects of finding
such employment. Those persons disaffected by the system, McQueen argues,

are 'socially marginal' - they are a numerical minority and are not
sufficiently organised or defined to represent a coherent sub-group.
McQueen was particularly concerned to refute the notion that such
disaffected school-leavers constituted an immediate political problem.

However, some Third World governments have seen the issues as being
more urgent, as we shall see subsequently.

The conclusions to be drawn from such evidence is clear, firstly,

manufacturing industry does not require a substantial amount of labor
11..

in that it favors capital-intensive production. This implies that it
prefer to employ a smaller number of lower-paid, semi-skilled persons in
an operative capacity, furthermore, the public and tertiary sectors,
whilst demanding some labor, both of the skilled and the unskilled types,
cannot produce a demand sufficient for total resource utilisation. By
way of substantiation, French and Boyd found a desire on the part of
many students to continue into higher education, in view of their poor
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employment prospects. We might therefore deduce that the military
demand for labor can only produce the most minimal detrimental effect

on the development effort, in that a substantial surplus is in continual

existence.

.because of this situation, recruitment has not presented much of
a problem for the Third World armies; many of i'rench and Boyd's students
were opting for a military career. The military life-sty.le is an added

advantage - " A soldier's life is regarded as providing steady employment
in a society in which it is not easily obtained, and a standard of

living above the average, along with the possibility of a 'position of

trust*', if only as a licensee of a petrol station, after a career of
12

moderate distinction in the ranks ". As a source of employment in its
own right, the military is a popular choice with the result that many

LDC armies of a professional orientation are at liberty to be selective in
their choice of applicants.

Additional evidence is supplied by Whyte's study of Peru (in
Harbison and Myers, 1965). A questionaire was set for a number of Lima

high-school students to discover their preferences for future occupations.

Out of the 25 selections offered, a military career was ranked second

only to engineering. As Whyte observes : " The great popularity of

military careers for public schoolboys is particularly noteworthy, for
some time the military has provided channels of social mobility for those
who do not find favorable opportunities in other fields .... The figures
not only show a preference among many young men for power positions as

opposed to economically productive positions; they also suggest that
there remains the difficult problem in providing avenues of mobility in

13
fields that would contribute more to the growth of the economy ".

Money is also an important factor. Bearing in mind lofchie's study of
Uganda, it is clear that the per capita incomes of the military can

easily be more than double the general wage level, and the prospects
for increasing this differential appear optimistic.

We have therefore seen that, whilst the military sector is

successful in attracting labor, due to the professional benefits offered,
it is unlikely to drain off a significant quantity of resources in view
of the general excess supply of both skilled and unskilled labor.

What of the military's role in providing a solution to the problems
arising from such a surplus ? Several LDCs have already appreciated that
the armed forces provide an effective means for harnessing such
underutilised labor» and this important aspect, where military policy
impinges upon development strategy, will be examined subsequently. •
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d; EDUCATION AND ENTERPRISE'
*

Two important economic factors relate to the situations of military
manpower when it leaves the services. It should be stressed at the

beginning that conscription, and hence a continual through-put of
personnel, is not universal but, on the other hand, few DDC armed forces
are entirely composed of men who dedicate their entire productive lives
to military activity.

Throughout military life, the soldier is subjected to a variety of
forms of education and training. We should therefore ask - does the

military provide an educational service which effectively increases the
the human capital of the country concerned ?

Our initial task is to examine the nature of military education. At
this stage, it is important to distinguish between the educational

systems for officers, and those experienced by the rank and file. This
is necessary, not only because the nature of the education differs, but
also because it is the officer class v/hich constitutes the permanent
or semi-permanent element of the military sector. Elite education is
more technical but, as it does not directly impinge upon the civil
economy, is not really germane to the discussion at this stage.

It is obviously among the DCs that training in the military has been
most developed. DC militaries have a professional orientation and are

therefore obliged to compete for labor with other occupations. To take
an example from UK policy : " Everything possible will be done to make
life in the services sufficiently attractive to compete successfully in
all respects .-with civilian employment; and to enhance the status of

military service in national life ^ One method of competition is the
provision of training facilities for recruits which allow them to

obtain recognised qualifications whilst in military service and which
will be of value to them on leaving the armed forces. Again, the Ministry
of Defence in the UK has made numerous agreements with various unions
such that qualifications obtained during military service will be

recognised by those trained under normal civilian auspices. Naturally,"
the types of education offered will be determined by military, rather
then civil, requirements, but this still permits plenty of scope in the
fields of technology, engineering and surveying, down to the more mundane
but equally important aspects of army life, such as catering and
administration.

Third World nations are generally unable to offer such a high or

wide degree of training to their recruits. Indeed, the whole notion of

training is modern in origin - it started with the expenditure expansion
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after World War II, accelerating with the upsurge after 1960. In one ■

way, the Second World War assisted the development effort of the iDCs -

500,000 Africans were mobilised and nost were given rudimentary training,
whilst a proportion received specialist education for machine maintenance

and technical skills.

Post-war, training continued but the level of output was low. for

example, during the late 1950s, the Pakistan army's apprentice school
was only turning out 250 qualified technicians per year. In that military
demand for trained personnel was high, the number liberated for civil

1 5
employment was corx-espondingly low.

In more recent times, because of the desire or the military to
attain some degree of internal self-sufficiency, the armed forces have
found it necessary to train men in a variety of occupations for the

day-to-day running of service organisations, iherefore, cooks, clerks,

managers and other service tradesmen will be trained to meet the array's
needs and will eventually prove beneficial to the civil economy on

demobilisation.
16

The experience of Burma provides interesting illustrations. in

1961, the Defence Services Institute, formerly concerned with the

procurement of army supplies, was expanded to include the Burma Economic

Development Corporation. This entailed military responsibility for
commercial enterprises, such as steel production, shipping and also

pharmaceuticals. The net result was a pool of trained entrepreneurs,

whose potential was clearly applicable above and beyond the military
sector.

The coup of March 1962 made the need for such a policy even more

apparant. The military government was considerably more left-wing and

development-orientated than its predecessor and it outlined a national

plan along the following lines : (i) elimination of foreign control
of Burmese resources by nationalisation, (ii) internal self-sufficiency
and diminished reliance upon foreign markets, (iii) industrialisation
and diminishing reliance on the rice economy, (iv) centralisation and
market control. Uver the past ten years, some success has been exhibited
in the attainment of these goals, since the major posts of the country's

bureaucracy were filled by military men, it would suggest that the
military's training proceedure is most amenable to civil application.

A central attribute of the military is its organisational structure
and, as observers have pointed out, it often represents the only
'modern' sector of an IDC economy. Pye (in Johnson, 1962 ) has noted that
the army does have a role to play in the modernisation process. " The
term 'modernisation' refers to those social relationships and economic

and technological activities that move a social system away from a
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traditional state of affairs' in which there is little or no 'social

mobilisation' among its members. More specifically, the term
'modernisation' refers essentially to those peculiar socio-economic

institutions and political processes necessary to establish a cash nexus,

, in place of a feudal of social obligatory system, as the primary link
relating people to each other, and to the social system, in the

17
production of goods and services and in their exchange The armed

forces of the Third World have tended to emphasise a rational outlook

because, Pye believes, of their exposure to contemporary Western military

technology. The 1940s/1950s type of Western array has served as a model
for many Third World militaries. " In so doing they have undertaken to

create a form of organisation that is typical of and peculiar to the
most highly industrialised civilisation yet known. Indeed, modern armies

are essentially industrial-type entities. Thus the armies of the new

countries are instinct with the spirit of rapid technological development ".
This is particularly true of the officer classes who " have to be
trained in industrial skills more advanced than those common to the

civilian economy ••, simply because their operations are technically more
1 Q

demanding.

Pye advances other reasons for the 'modernity' of the armed forces.

The army as a professional body sees its sphere of operation as external
to its parent society - the soldier compares his organisation with that
of foreign powers and competition exists within this framework.

Furthermore, few IDC militaries have had to cope with every-day problems,
because they were created to deal with, as yet, unarisen future
contingencies. They can therefore devote their energies to evolving
towards the Western 'ideal' type.

The army, then, can provide the process by which traditional ways

of life give way to Western practices. Even at the beginning of his
career, the soldier has to break family ties and to adjust to an

impersonal world. Because of the security offered by the military way

of life, the soldier is better equipped to make this modernising
transition than, say, the villager, and he therefore stands a greater
chance of success. The very nature of army organisation entails a degree
of rationality and discipline and. it is concerned quite specifically
with means-ends relationships. As such, it stands out amongst the

traditional institutions of the Third World.
For societies in the process of modernisation, changes in values

and cultural orientations are of the utmost importance for advances in

industrialisation and development. It is true that not all LDCs accept
modernisation as an attribute of the type of social structure they wish
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to adopt - nevertheless, the modernising ideal is common to many nations
of the Third World group.

In a transition from a 'folk' to an 'urban' culture, a process

described in a variety of terms of which the Parsonian pattern variables

represent only one contribution, a modernising agent will play a

dominant role. Suffice it to say, the military represents the major,
and possibly the only, 'Gesellschaft' element in the predominantly
'Gemeinschaft' LDC society and, via disemination of its ideology with
labor through-put, will contribute towards the process of cultural

development.

We have seen that the armed forces are capable of both engaging in

business activity and in creating entrepreneurs. It could be argued,

however, that the military is a causal factor in entrepreneurial shortage,
in that potential entrepreneurs might opt for an army career in preference
to a business occupation. 'Enterprise' is in short supply in the
nations of the Third World, and the prospective entrepreneur suffers

from many handicaps - capital is scarce and there is a general

ignorance of the market. Indeed, this very market is generally
dominated by established firms, ofter of foreign origin, such that new

entries are discouraged. In aggregate, a lack of business education
exists.

To blame the military for the withdrawl of this scarce resource

seems unjustified, in the first place, the actual number of potential
entrepreneurs who actually enter the armed forces must be minimal, and
those that do should, because of the. potential for military enterprise,
find their vocation in some such aspect of military service. However,

the debate must remain conjectural, owing to the difficulties involved
in quantifying entrepreneurial activity. .Nevertheless, it would seem

reasonable to suggest that the modernisation and the educational .

functions of military service outweigh any detrimental effects caused
be the possible restrictions of enterprise.

e) THE COSTS OF DEFENCE

So far, we have reviewed a number of areas relevant to the
discussion of defence costs, and here we mean costs in the sense of
opportunities foregone. In the following section, therefore, we are in
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a position, to evaluate the opportunity costs of defence expenditure.

To put military expenditure into some form of perspective, we might
1 9

usefully begin with the consideration of a number of statistics.

i) In 1970, the governments of the world allocated 3 US 207 billion to

their military sectors. Such an enormous figure is too abstract for

comprehension and therefore needs relating in a comparative way.

Therefore, this sum represents an expenditure of around $ 6560 every

second, over twice the per capita national income of Canada. Of more

significance is the fact that the figure of $ 207 billion exceeds the

total 1970 national incomes of all the nations of Africa and Latin

America combined.

ii) This annual defence expenditure is approximately equal to the sum

spent by the nations of the world on education and public health.

iii) The total world allocation to defence between 1960 and 1970

exceeded $ 2 trillion. This figure is equivalent to twice the
cumulative national income of France over the same period.

It is hardly surprising that such data as this has produced anxiety

amongst politicians and economists. The esscence of the issue can be

neatly summarised : " There is one central point here: that $ 200 billion

represents a very considerable quantity of resources indeed and that if
these resources could be transfered to other purposes, a great deal

20
could be accomplished ".

The United Nations itself has, for a number of years, addressed
itself to this problem. Its reports are specifically concerned with the

ways in which resources could have been used to accelerate economic
21

development, by investment in both capital and labor. With particular
reference to the DCs, who are the largest defence spenders, it notes
that funds could have been provided to improve the environment, to benefit
the Third World, and to expand research in socially-useful areas, such
as medicine, population studies and agriculture.

Defence spending does not only produce economic costs. As the UN
makes clear, increases in spending merely serve to enhance the instability
of international politics, by increasing the social tensions between
countries. Furthermore, the stockpiling of weapons of war, to the point
of 'overkill' and beyond, accompanied by the neglect of the welfare of
millions of people throughout the world, is a strong factor in the
disillusionment of substantial proportions of many societies. In addition,
with respect to the internal society, the changing balance between the
military and the civil economy can be seen as a potential threat to
democracy.
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Several writers have turned their attentions to those items that

might be better accomplished, if resources could be diverted from the

military. For example, Benoit I in Benoit and Boulding, 1963) has compiled
a list of 'social priorities' for the USA during the 1960s, the cost of
which is approximately equal to the defence allocation. His program

includes steps to end serious poverty, industrial investment, the

expansion of welfare services, urban renewal, research and development,
and expansion of the foreign aid program.

The case of the UK during the 1960s is also of interest. In its

appraisal of the possibilities of attaining a 4% p.a. growth rate of

output, the National hconoraic Development Council observed that the

major determinant would be the availability of investment resources. It
was estimated that a further 2"Jo of GDP would have to enter the investment

sector from some source; at this time, the defence budget was running
at 6.5% GDP. The actual growth rate achieved during the 1960s was 3%,
held back by the lack of investable resources. This experience serves to

illustrate the growth potential embodied in the resources devoted to
22

the defence sector, which could be liberated by their reallocation.

The most ambitious attempt to value opportunity costs of defence

expenditure is that undertaken by Benoit and Lubell (in Benoit, 1967).
In their analysis, the authors take into account not only the levels of

expenditure and the resultant opportunities foregone, but also the
economic benefits of spending of the types we have discussed in previous
sections.

The initial model was based upon data for the USA in the mid-1960s,

and, using available material for other nations, was later generalised
to permit estimations for other regions of the world.

Defence expenditure can be disaggregated into its major components -

expenditure on personel, capital equipment, research and development (R&D),
construction, operating costs and transfers abroard, although the last-
mentioned is insignificant and will be ignored for our present purpose.

Of these, the expenditure on personnel and equipment represent direct
costs as this form of activity is completely specialised, bearing no •

relationship to the civil economy. The cost of personnel is therefore
the loss to civil production caused by military employment, the product
of manpower and the average civil wage rate. Military capital is costed
at face value.

R&D costs cannot be treated in such a manner owing to 'spin-off'.

Benoit and Lubell estimated that, whilst 60c/o of R&D was completely
military-orientated, 40% yielded potential civil benefits and could not
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therefore be treated as a complete cost. " Applying US ratios, we

reached the hypothetical conclusion that perhaps % 4.6 billion of the

world's j$ 13.8 billion of defense R&D ... was sufficiently similar to
civilian R&D, or had the liklihood of enough incidental payoff to the
civilian economy, so that its inclusion in the defense program did not

in reality reduce the resources available for pursuing the long term

goals of civilian welfare. The gross opportunity cost of world defense
R&D is thereby set at S 9.2 billion ... " ^

A similar proceedure was applied to military construction, bearing
in mind that some of the possible opportunity costs again do not exist,

owing to civil use of military resources, such as roads and communications
networks. It was estimated that 15% of military construction had such
civil applications. In the 'operating costs' category, allowance was

made for the benefits of military education, training, medical services
an housing.

The conclusion reached was that 89% of defence expenditure

represented gross opportunity cost, the remaining 11% constituting a

contribution to civil, and national, welfare.
These gross costs are only opportunity costs if we assume that

a zero quantity of defence expenditure is all that is required. This
assumption is unrealistic, given the present state of the world. Benoit
(in Benoit and Bouiding, 19639 has developed a model which predicts
the minimum requirements necessary for defence in present and future
circumstances. Such minimum requirements include a lightly-equipped
army ( of the World War II type ) and security forces for internal use,

coupled with a strong nuclear deterrent force and mobile army for
international purposes. Provision is also made for participation in
multi-national defence alliances of the WATO type.

If we assume, with Benoit and Lubell, that a military sector of
this nature is, in fact, sufficient for the purposes of defence, we may

deduct the expenditure required for such a force from the gross

opportunity costs, to give net cost. It is this latter, avoidable cost
which gives the true reflection of resources foregone.

For the purpose of clarity :

i) Gross opportunity cost = Total defence expenditure less socially-
useful defence spending which provides civil benefits,

ii) Wet opportunity cost = Gross opportunity cost less the minimum
expenditure requirement for international and internal security.
On this basis, it was estimated that 28% of US expenditure was

genuinely necessary for defence purposes, giving a net opportunity cost
of 61% of defence spending, equivalent to around 5% of the US GWP.
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For the 35 other nations also considered - mainly NATO and Warsaw
Pact countries net cost varied between 1% and 3% of GNP, at *

approximately the same proportionate level. The total net cost for the
world was estimated at 62% of expenditure, or over $ 70 billion.

'What is the consequence of such an analysis for the nations of the
Third World ? Benoit and Lubell did not attempt analyses of many of the
LDCs because of the lack of data, a problem which still exists at the

present time. Some Middle Pastern nations were considered, but these
results are hardly relevant now, owing to the conflict in this region.
The case of India was analyzed, with the conclusion that the net

opportunity cost was equivalent to 2.5% of GUP, or 55% of defence
expenditures. The Third World, taken en bloc, yielded a net cost of
37% of defence expenditures.

A number of the. basic assumptions of the model suggest that some

degree of modification is necessary before it can become fully applicable
to the LDCs :

i) The ratios used for the determination of that proportion of

expenditure which has potential civil utility largely follow those
established for the US case. It is reasonable to suppose that these
ratios will vary for different nations, especially those of the
Third World.

ii) The model assumes that the labor which the military employs could
always be employed in civil industry. This might not be true for

LDCs, which experience high unemployment rates (see p. 50-1). If
military manpower would not have been employed in such an alternative

use, the opportunity cost of this resource is zero.

iii) The model makes no allowance for war, assuming that peace is

prevailing and'that defence is used solely as a deterrent to war.

In a war situation, defence needs would obviously rise, as in the
middle Eastern case mentioned, above.

iv) Many LDCs require expenditure for the control of internal instability.
Eenoit and Lubell have realised the implications of this : " In the

developing countries in general, further strengthening of national
forces may be required to suppress tribalism, separatism, warlord-
ism, local insurrections, and sheer anarchy. For the purpose of
the rough estimate in hand, we have merely arbitrarily applied a

one-sixth ratio across the board to estimate the 'minimal' internal

defense programs. However, ... in reality the proportions would
24undoubtedly vary considerably from country to country ".

v) As a general criticism, the whole model is, of course, completely
conjectural and Benoit and Lubell are at pains to point this out.
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Wo analytical device exists which can predict the 'correct' level
of military expenditure - this can perhaps only be determined in
retrospect. The setting of any 'minimum' for defence requirements
must therefore remain a subjective decision, and the resulting
debate becomes hypothetical. Even so, some such minmium must be
posited for any analysis to occur at all.

vi) Benoit and Lubell have omitted certain aspects from costs which
could usefully be included, i'or example, we have seen that military
industry can yield benefits, both in terms of production for the
civil market and also from the regional multiplier effects. An
important variable, although one not capable of quantification,
is the modernisation ethic which the military can impart, an ethic
which many theorists have seen as a prerequisite for development.

There is a strong functional relationship between defence spending
and net opportunity cost, which clusters into three groups - the USA
and USSR have costs of around 5% of GNP, the other DCs have costs of
2-3% of their GNPs, whilst, from the aggregated data, the costs of the
Third World militaries are of the order of 1 %. However, if we allow for
the modifications suggested above, the latter total must be altered.

Benoit and Lubell calculated that the net cost of the Argentinian
military was 0.6% of GBP. Making the not unreasonable assumption that
labor is costless, given our previous analysis, this figure is halved.
Similarly, India's cost drops by 20%, and we should wish to cut the
cost even more in view of the nature of India's defence industries.

We may perform our own analysis of LDCs using data from Table 4;
precise analysis of individual countries is however prohibited by
lack of data of the disaggregated type. If we are content to maintain
the Senoit/Lubell assumptions for our sample and exclude those nations
engaged in war, where minimum defence requirements have been inflated,
the average net cost of the LDC militaries again works out at around
1 % of .GUP, with an extreme deviation of 100%. Bearing in mind our

reservations about the method, we might wish to slightly lower our
estimates.

We now possess a better idea of the order of magnitude of the
economic costs of defence. The main conclusion to be drawn from the
study is that increasing expenditures produce increasing opportunity
costs, and it is the DCs, which are responsible for most of the spending,
which bear the most substantial costs. It is interesting to note that the
mid-1960s defence costs for the DCs was over nine times greater than their

25total allocation of foreign economic axd.
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CHAPTER 4 - MILITARY TRADE AND AID

This chapter is concerned with the flow of defence-related resources

between the DCs and the nations of the Third World, more specifically,
with military trade and aid. In theory, trade and aid can easily be

distinguished : if commodities or services are exchanged at a rate

directed by the free market, or 'normal' commerce, then trade is

occuring. However, should these terms be modified to give benefits in
favor of one participant, over and above those utilities anticipated
from normal operations, then aid is being transferad from the 'loser'
to the '.gainer'.

As far as the military is concerned, the juxtaposition is not
so straight-forward as has been outlined above. This will be seen by
the examination of a taxonomy pf possible international military
transfers.

In terms of the transfer of capital, or claims upon capital, from
DCs to IDCs, the following can occur :

i) donation of military equipment to an LDC, often 'surplus' to the
DC's requirements,

ii) direct financial grants to LDCs, to purchase military equipment,
or to develop other military facilities, such as training schools,

iii) the granting of preferential terms for the purchase of equipment,
such as credit arrangements or the ability to pay in local
currency,

iv) 'normal' trade, at cost price.
With respect to labor, the DCs might :

v) provide training facilities in a DC institution for selected
members of the LDC armed force,

vi) send military missions or experts to advise and train the LDC

military, in situ.

In some respects, we can clearly distinguish between trade and aid.
Item (i.) must be considered as pure 'aid' by any standard, assuming that
no conditions are imposed upon the acceptance of the gift. However, in
other cases, such as item (iii), there is an overlap between aid and

trade, making such an item difficult to categorise. Even in the instance
where an LDC buys equipment at the normal, market price, we cannot be
certain that •trade' is occuring, because the purchase might have been
made with a previously-given grant. For this reason, we shall use the
term 'assistance' to cover all aspects of international transfers, to be

disaggregated whenever possible.
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In the next section, we shall examine the growth of assistance

expenditure, to be followed by a discussion of its nature and causes.

We conclude with an evaluation of its economic implications.

a) THE GROWTH OP ASSISTANCE

The main countries providing assistance of one form or another

are the USA, the USSR, the UK, and Prance. Of these, the first two

currently have the predominant share of the world total. Other suppliers,
whose contributions are of much less significance, are West Germany,

Italy, Canada, Sweden, Switzerland, the Netherlands, Japan and China.
The recipients of such assistance are, by and large, the nations of the
Third World.

By far the best index of military assistance is the data for the

imports and exports of major weapons. Por convenience, we shall term-
this 'trade'. In reality, this forms the only significant data on

assistance that has been accumulated and aggregated. Clearly, it possesses

a number of deficiencies. It completely omits the labor aspects of

assistance, the equipment donations, and also that proportion of the
financial grants which is not spent on weapons imports. Trade in minor

weapons is not included - transactions of this type are numerous but

individually insignificant, with the result that they are seldom
recorded in aggregate. Trade data will, however, be considered, and

suggestions for modifications will be advanced as the agruement proceeds.

Figure 8 and Table 9 present data for arms exports by DCs, and

imports by the Third World, for the period 1950 - 1969. Our initial
observation is that there has been a rapid increase in annual trade.
In fact, wheras before we noted that domestic defence expenditures had
trebled during these two decades, we now see that annual military trade
has increased seven-fold during the same period (Pig. 8, line E, total

exports of major weapons to all regions of the world).
Line C indicates the combined exports of the USA and the USSR,

excluding the exports to Vietnam. As can be seen, this trend is echoed

by line D (total exports, excluding Vietnam), except during the first
decade of the period,,when the USA and USSR had a less substantial share
of the market.(Table 9). If lines C and E were made commensurate, we
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FIGURE 8 - ARMS TRADE WITH THE THIRD WORLD (1950 - 1969)

in # US '00 million, at 1968 prices.

Years

Source : SIPRI (1971 ), pp. 080-3.
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Table 9 Share of Annual Military Trade (1950 - 1970)

(expressed as a percentage of ■world total)
*

1950 | 1955 1960 1965 1970

USA 23 41 55 45 33
USSR 9 8 13 22 40
UK 32 21 21 1.5 8

France - 7 2 - 13

China 18 - - - -

Netherlands 9 10 - - -

'West Germany - 2 2 - -

Others 9 11 7 18 6

Mote : These figures exclude exports to Vietnam.

Source : SIPRI (1972), Table 5A.1, p. 120.

* * *

should anticipate an even greater correlation after 1960, as most of

exports to Vietnam came from the USA and USSR. The most interesting
trends with respect to market share (Table 9) is the relative decline

of UK exports and the increase of the USSR.

Figure 9 gives an indication of the destination of these exports.

As may be seen , the overall growth of trade is not reflected equally
in all Third World areas. Whilst Africa, the Middle East and Vietnam

have increased their arms imports at a considerable rate, the Far East and

latin.America have shown some reluctance in expanding trade in such

commodities. From this data, we may also gauge the allocation of trade.
Since 1950, the share of the Far East and Vietnam has accounted for some

30% of total importation, that of the Middle East is 25%, whilst South
Asia - predominantly India - accounts for 15%. Latin America's imports
are around 10% of the total, and those of Africa represent some 8%.

The increase in military assistance of the type other that that

involving weapons trade has been hoth geographical and financial. Since
the Second World War, the USA has provided such assistance to over 20
African states and much of Latin America. Similarly, the USSR has

extended its influence into Southern Asaa and into some states of Africa.

Data does not exist to provide a time-trend of the above type, but the
present high level, described in the next section, surely suggests that
considerable growth must have occured.



FIGURE 9 - IMPORTS OF MAJOR WEAPONS BY THIRD v/ORLD COUUTRI-aS ,
" "

(1950 - 1969 )

in 0 US *00 million, at 1968 prices.

Source : SIPRI (1971), Table 1.4, p. 16.

67

4 '

Far East

(exclud.
Vietnam)

Vietnam South
Asia

Middle
East

Africa Latin
America

TIME PERIOD : columns refer to the annual average for five-
year periods - 1950-54, 1955-59, 1960-64, 1965-69 respectively.



b) THE NATURE OP ASSISTANCE

As we have seen, military assistance can take any one ox a number
of theoretical forms. How do these forms operate in practice ? For our

analysis, we shall use the example of the USA which, as well as being the

single largest contributor to global assistance, also possess the

greatest amount of information regarding such resource flows. The

principles, if not the actual institutional arrangements, generally

apply to the other DCs concerned.

The international military ti-ansfers of the USA are composed of

the following elements, some sponsored by the central government and
others by private enterprise :

i) Military Assistance Program (MAP) - grants for the purchase of

military equipment, given to all nations in the US sphere, except

those listed below,

ii) Military Sales Program (MSP) - government-authorised sales of

equipment, including facilities for preferential terms of purchase,
extension of credit, and so on.

iii) Military Assistance to South East Asian forces - a sub-program
concerned exclusively with grants and arms sales to Vietnam, Laos,
the Philippines, Thailand and South Korea.

ivj Excess stocks - the donation or sale of equipment considered

'surplus' to Us requirements.

v) Supporting assistance - economic aid with a military orientation;
for example, infrastructural development and the establishment of
subsistence facilities to allow LDCs to adequately maintain their
armed forces.

vi) PL-480 - under the auspices of the 'Food for Peace' program, a

quantity of counterpart funds is provided for military use.

vii) AID Public Safety Program - assistance to internal security forces
for counter-revolutionary purposes, mainly in Latin America.

viii)Direct sales of armaments at cost price, with no 'aid' component.

It is extremely difficult to quantify these individual components,

especially in view of the trade-aid relationship mentioned above.

Nevertheless, Table 10 presents a disaggregated assistance account for
the USA, based upon the these sub-programs.

It is impossible to draw up similar assistance accounts for other

nations, owing to the lack of information. We do possess some aggregated

figures, none the less, which provide some insights.
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Table 10 - USA Assistance.to the Third World, Fiscal 1969

(in fi US million)

Expenditure

Military assistance program

Military sales program

Military assistance to S.E.Asia
Excess stocks

Supporting assistance
AID Public Safety Program

PL-480 counterpart funds

Arms sales

1000.0 (estimate)

7.1

150.0 (estimate)
786.1

558.3

404.0

116.5

594.5

Source : SlPRi (1971) pp. 135-148. (also source for text)

During the mid-1960s, UK 'aid' averaged $ 67 million p.a. and it
fell into four major categories - training and technical assistance,
loans for the purchase of UK equipment, supporting assistance of the
US type and outright gifts. Of these, the first-mentioned predominates.

Much of the arms sales occured in the private sector, and this is true

for all of the supplying nations, with the obvious exception of the USSR.
The private trade in arms is surrounded by much secrecy and little
statistical documentation of it exists.

Prench military assistance - $ 40 million in 1963 - is largely
orientated towards training and technical assistance. " In 1970, there
were 1400 officers and non-commissioned officers (KCOs) acting as

military advisers in the ex-?rench colonies in Sub-Saharan Africa.
In addition, there were approximately 400 Prench officers and NCOs in
Morocco, Algeria, Tunisia, Cambodia and Laos. Eight hundred Africans
are trained in Prance each year. Recently, Prance has agreed to establish
a flying school in Bou Sfer in Algeria; personnel from Libya, Morocco

1
and Tunisia are also expected to attend ".

Although we are not specifically concerned with this aspect of
the problem, military assistance also takes the form of aid to those

organisations which oppose the governments of certain countries, the

grants and equipment supplies being designed to accelerate the
downfall of such regimes. The Annual of Power and Conflict (Crozier,1972)
lists 14 International Pront organisations, whose role it is to advance
the cause of Soviet or Chinese communism, and 78 extremist movements,
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those committed to the use of violence in the attainment of their ends.

The source of such funds is naturally obscure, bui? Peking, Mosco'w,
Cuba and Washington appear to be prominent. Equally, it is impossible
to estimate the amount of resource transfer to such organisations,
and the evaluation of their economic contributions must be purely

conj ectural.

The variety of possible assistance is therefore very wide. Why
does it occur ? There are a number of reasons for assistance, both from
the point of view of the DCs, and from that of the Third World. The DCs

might wish to supply assistance (i) to gain political and economic

influence in the recipient nation, possibly at the expense of other

potential suppliers, i.e. to enforce hegemony, (ii) to assist their
own export trade. Conversely, the LDCs might demand assistance (iii) for
the purpose of waging war, or to assist military effort in a war which
is currently being waged, (iv) for prestige purposes, or to satisfy the

military's demand for modernisation. These reasons will now be examined

in more detail.

i) Hegemony - The pursuit of hegemony might occur for a number of
reasons. Firstly, a DC might provide assistance to an IDC to use the
latter as a foothold against another potential DC rival. There is a

distinct element of this in the US assistance program, where a number
of countries have been designated as 'forward defense areas' (FDA). In
the American case, the PDAs are those nations bordering on the Soviet

Union and China; for example, the South East Asian countries previously

mentioned, and also Iran and Pakistan. US control of the armed forces
in these nations serves as an important strategic factor, should aggression
on the part of the Communist bloc occur; " .. the military assistance

program has provided the mortar giving cohesion, strength and credibility
to our collective security arrangements. It is the foundation on which

2
our forward strategy is built ". In parallel, the USSR involvement in
Cuba can be interpreted as an instance of a Soviet 'FDA'.

The other classification used on Us assistance is the 'free world

orientation area' (FWOA). This category broardly includes all recipients
of assistance not designated as PDAs. Equivalent classification could,
of course, be devised for other DCs. In the case of the FWOA, the
reasons for the maintenance of influence in these LDCs are political

and economic, rather than strategic. The military sector can be used
as a lever to force or persuade the IDC concerned to pursue policies
favorable to the supplier, the sanctions being the threats of withholding
spare parts or further weapon supplies. These political and economic
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can be diverse. Por example, the DC might require facilities for the
establishment of ex-patriate industry in the IDC, or favorable trading
relationships.3

In such circumstances, competition between DC suppliers often

occurs, to prevent one nation gaining hegemony at the exclusion of the
other. Naturally, 'pure' hegemony depends upon the attainment of the

monopoly of assistance supply by one particular nation. The classic

hegemony battle has occured between the USA and USSR during the past
fifteen to twenty years. In the 1950s, the USA's major rival in the

arms trade was the UK, who naturally represented no threat to world

security, as far a.s- the USA was concerned. However, once the Soviet

Union had engineered its post-war internal recovery, the Western
domination of assistance was threatened by the increasing desire of the

USSR to play a more active role in global affairs, particularly with

respect to the nations of the Third World. This desire was manifested

as an increase in arms exports to the Soviet 'PDAs' and 'PWOAs', and

was countered, by the USA, which expanded its assistance accordingly

(Pigare 8 and Table 9).
The main advantage of such competitor from the IDC's point of view,

is tnat it allows for the possibility of bargaining. In that a number
of DCs could be competing for the sale of weapons, the LDCs should be
able to secure the most favorable terms. This is especially true of

those LDCs which could yield substantial economic benefits to DCs, the
obvious example being the oil-rich Middle Eastern group. During the

1960s, the USSR supplied 50% of the arms to this region, the USA 30%,
whilst Britain and Prance were responsible for most of the remainder.

Competition has been common - for example, when Iran was involved in
an oil-for-arms deal with the USA in 1966, the USSR stepped in with
an offer of arms coupled with economic aid. ^ This bargaining element

provides the main reason for the decline in the UK share of the arms

trade. Anxious to break into the market, other DC suppliers began to
offer more favorable terms for purchase which, combined with the desire
to avoid associations with British 'imperialism', permitted the LDCs
to diversify their sources.

The example of Brazil illustrates a further facet of assistance -

the influence of military leadership and the support of sympathetic

regimes. Brazil has recieved military assistance from the USA since
1953 and economic interest in this LDC has been growing. It is

significant that, before the 1964 military coup, major lending
institutions were refusing to supply funds to the Goulart government,

ostensibly on the grounds that its policies of land reform and
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redistribution would prove inflationary, and therefore lead to a default
on debts. However, Branco's new regime immediately received loans upon

its assumption of power, cumulating to over # US 350 million by 1966.
To some extent, the Brazilian economy grew post-1964-, but the social
costs were high. Scepticism mounted in 1967, when no further advances
in development appeared to be forthcoming. With the benefit of hind¬

sight, the view of the World Bank and AID, which had provided the loans,
was that the economic policies of 1964-7 did not produce sufficient

economic advances to counter the fundamental structural deficiencies
5

of the Brazilian economy.

ii) The Pressure to Export - Weapons production is susceptable to all
the normal pressures of economic life. In defence industries of the DCs,

potential economies of scale exist, and it is naturally desirable to

maintain the full useage of both capital and labor. In the long-term,
evidence suggests that labor costs tend to fall owing to the 'learning'

g
process. Therefore, in view of these factors, and also the high initial
research and development costs of producing a new weapon, an extended

production run is essential to recoup investment.

All things considered, modern defence industries benefit greatly
from high levels of output and long production runs, although few DCs

envisage sufficient expansion of their own defence programs to allow
for this. Exports therefore become of increasing importance to DCs, if
their scale of production is to be maintained and, in many instances,

the sale of armaments overseas can be interpreted as a desire to develop
new markets, rather than to assert influence.

In many instances, the sale of weapons is a major contributor
to foreign exchange earnings and is encouraged for this reason. At the
end of the 1960s, 7% of the total UX foreign exchange earnings of
around $ 6000 million came from the export of military equipment, and

7this figure is representative of the other DCs.

iii) The Needs of Warfare - Again, the primary cause of the demand for

military assistance by the Third World, is to meet the needs of war.
It is, in fact, the strategic factor which appears to largely determine
the level of arms imports, which themselves represent the greatest

single element of assistance. This is shown by the analysis conducted
by Kende (1972).

Kende was concerned with the growth of local wars in three regions -

Africa, Asia and latin America. In the present context, his most

significant conclusions relate to the duration of warfare, military
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expenditureand. .the imports, of arms. These two categories are self-

explanatory - they represent annual defence budgets including grant aid,
and the value of arms imports by the three continents respectively. The

concept of 'war duration' involves the identification of wars - 93 have

occured since 1945, the start of the period in question - and the
estimation of the duration of each. For each particular year,, we might
therefore estimate the 'effective1 number of years of active warfare
for the aggregate of the nations of these three continents. This variable

can now be employed as a simple homeomorphism of an 'intensity of war'

function.

The result of Kende's analysis, in index form, is illustrated in

Figure 10. As we may see, the military expenditure function follows a

smooth upward trend, but the other two are subject to a high degree of

variance about approxiamtely the same mean. Nevertheless, they do exhibit

something of a parallel tendency. " When examining the aggregate figures
... we find a really striking similarity between their trends, especially

9
those in wars and arms imports ".

Kende's intuitive conclusion is supported by regression analysis -

the relationship between war and imports gives a coefficient of -■

determination of 0.673, which increases slightly if imports are lagged

by one year.

A Kende-type analysis can be applied to the Middle East during 1950-

1970. In this region, imports show an upward time-trend, but war

significantly increases import demands. The following equation relates

imports in any one year (M^) to those of the previous year and'
includes a dummy variable for imports (Dum^ ^) in those cases where war
actually occurs - 1950-2, 1956, 1958, 1967-70 (Data from SIPRI, 1971,

p. 880-381 ) :

Mt = 89.53 4 .0.52 + 0.44 Bum .j r2 = 0.793

It is, of course, quite incorrect to interpret these results as

implying a direct causal linkage between imports and warfare, nevertheless,
we can well understand such a relationship. Given a slowly-rising

expenditure trend, a state of war will naturally imply a great increase
in the demand for armaments and, indeed, assistance in general. The
internal economy will be unable to satisfy this increased demand in so

short a space of time, and the country will therefore be driven to the
purchase of armaments from elsewhere. DC arms, in particular, will be

demanded, because of their sophistocation and, presumably, their efficiency.
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A time-lag is also to be anticipated in view of the prolonged nature
*

of negotiations and transportation.

These relationships between war, imports and domestic expenditure

can be seen most clearly in the case of India. Tl.gure 11 illustrates

imports and expenditure for India, between 1950 and 1970 :

FIGURE 11 - INDEX OF INDIAN ARMS IMPORTS AND MILITARY EXPENDITURE

Source : SIPRI (1971 )» Chart 16.3. p. 473
SIPRI (1973), P. 321 and p.241.

Once India had become independent (1957), her primary concern was

to establish herself as a leading power in Southern Asia. This was

considered especially urgent owing to fears of aggression from Pakistan,
who had been receiving US assistance since 1954. Defence policy was

therefore orientated towards the development of i;nmediate, tangible

military strength, implying the rapid importation of jet aircraft,
an aircraft carrier, warships and other equipment, mainly from the UK.

In 1962, conflict broke out between India and Gnina, necessitating
further importation. However, the Chinese supremacy served to destroy
India's credibility - the equipment purchased proved unsuitable for
guerrila-type border conflicts, and no back-up services had been
provided for use with the weaponry. India therefore came to appreciate
the need to expand her own own defence sector in more appropriate ways -

defence expenditure trebled in four years, and the reliance upon the
outside world was diminished. Even so, India was still willing to
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accept assistance on more favorable terms - the UK and USA contributed

over $ US 140 million between 1962 and 1965, this total having a strong
'aid' component. As we have seen, one aspect of India's policy was.the
establishment of a domestic defence industry. Assistance from the USSR
was therefore especially welcome, in view of the Soviet offer to

develop three MiG manufacturing plants in India, staffed by Soviet
technicians, ^otal Soviet aid during this period was roughly equivalent
to the Western amount.

War with Pakistan in 1965 necessitated the importation of arms,

domestic expenditure again being unable to cope with sharp rises in

short-trem demand. The level has been mainiatined, owing to the continual
unrest in the area, culminating recently with the India/Pakistan/

10
Bangladesh conflict.

The Middle East and Vietnam are other examples of the demand for

weapons at times of conflict. Figure 9 has already shown the large rises
in arms imports, primarily necessitated by major wars in these regions.

vi; Prestige - Just as an established military sector is often considered

by the Third World as the hall-mark of an independant and flourishing

nation, so sophistocated equipment can be considered as the hall-mark
of a modern military. Military assistance, in the form of modern weapons,

is therefore often demanded for prestige purposes.

Latin America would serve as an example in this instance. Two factors

contribute to the demand for weapons in this region. Firstly, there

exists inter-nation rivalry between the various militaries - if one

state acquires a weapon, another feels obliged to obtain something
similar or, preferably, superior. Brazil and Argentina frequently
compete in this way. For example, Brazil's imports rose from practically
zero to over $ US 60 million in 1955. Argentina replied in 1958 with
an importation of over $ 30 million, increasing to $ 40 pillion in

1960. Brazil's response was to import over Jg 100 million of equipment

in 1961.

Another factor is inter-service rivalry. Typically, Latin American
navies and air-forces are recruited from the upper classes, whilst the

armies are predominantly lower class. This has produced inter-class
and intra-class competition. Again in Argentina, the 1958 naval

expansion of ^'23 million produced a reaction from the army and air-
force in the form of the purchase of & 12 million and $ 24 million
worth of equipment, respectively. Conversely, the 1967 air-force
expansion of 18 million prompted a % 23 million navy reply in 1968.
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The latin American military occupies an important power-position

and demands for arms are therefore usually met, as far as the individual

country is concerned. In many cases, the military itself actually forms
11the government, so that procurement of imports presents no problem.

This potential power of the military is another factor in equipment
importation - after the mutiny of 1964 in Uganda, major weapons were

supplied to the army in an attempt to meet the army's demands for •

modernisation and thus avoid a possible coup.

c) TH5 COST OP TRADE AMD AID

As we have seen, assistance takes the form of both capital and
labor 'improvement' and, for the sake of convenience, we shall appraise

these individually.
It might be argued that technical assistance - the training of

personnel - produces beneficial effects for the LDC economy, in the
same manner as the military education aspect of domestic defence spending.

This was one of the key observations of the US Presidential committee,
set up to examine the military assistance programs and whose recommedations

appeared in the 'Draper Report'. This document indicated the educational

potential of assistance and also the possibility of civic action - using
the armed forces to perform socially-useful tasks, a role that we shall
examine later. It was estimated that 300,000 persons had recieved such

training under MAP between 1950 and 1969. However, Windle and Vallence
... j
(1962) argued, in their evaluations of technical assistance, tnat tne

majority of training facilities were devoted to military ends, with
no civil applications whatsoever. The nature of the training was also

ideologically biased, one aim of the programs being the development
of successful opposition to communist activities and the possibilities
of 'subversion'. The analysis of Barber and Ronning(1966) supports
this theory, by showing that most of the educational program revolved
around possible solutions to communist aggression and techniques of

dealing with extremist guerrilla movements.

The dominant element of any such technical assistance is, however,
the training of personnel to operate the equipment which DCs export to
the LDCs; as we have seen, there is a continual tendancy in all nations
towards capital-intensive military activity. The appraisal of such
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assistance should therefore -be viewed in the light of the consequences

of weapons imports.

The annual average importation of major weapons in recent years -

in terms of the quantity of resources actually paid out by the Third
Uorld - is equivalent to around $ US 1500 million. This represents

2-3% of total LDC imports. However, the category of 'major weapons' only

represents some 50% of the total importation of military equipment, so

that the actual resource committment is of the order of 5-6% of total

LDC imports. Table 11 illustrates this resource coramittment, in terms
of imports and national income.

12
Table 11 - The Cost of Arms Imports, 1969 (in % US million)

■ Weapons
imports (A)

Total

imports
A

(3) B (%)
National
income (Y) T (%)

Africa 120 9400 1.3 46OOO 0.2

Asia 560 172 50 3.2 115000 0.4

Latin America 170 16540 1.0 124400 0.1

Middle East 1160 6770 17.2 39900 2.9

Total Third World 2600 50700 5.0 322200 0.8

Source : UN (1972), Table 146 and Table137
SIPRI (1973), Table 9A.1.

We observe that around 1% of LDC national income is devoted to the

purchase of military equipment from abroard. However, the bulk of this
amount can be explained by the Middle Eastern region - the allocation
to other LDC regions is considerably smaller. The share of Asia is also
influenced by conflict, this time in Vietnam and neighbouring states.

On the surface, it would appear that military imports do imply a

heavy resource burden, especially if we allow for a Benoit/Lubell
'minimum', necessary for national security. Furthermore, in that imports
can largely be explained in terms of the requirements of war, domestic
expenditure being unable to cope, it is unrealistic to attempt to
isolate the economic implications. Imports might be necessary to

preserve the very existence of the nation, or to prevent the overthrow
of. the governmental form. On this level of self-preservation, economics
ceases to have any true meaning and resource costs, in the abstract,
are largely irrevant to policy decisions. Intuitively, this would appear

to be true, up to the point of internal economic collapse. The extreme
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level which characterises the Middle Eastern nations would be an example
of such necessity.

In other cases, importation might be necessary for strategic reasons,
even tnough an actual war is not occuriug. This justification could

apply to India's imports after independance - they were designed to serve

a deterrent function and importation is the only way to provide a

deterrent force in a short space of time.

Although arms imports do not seem to absorb a significant quantity
of resources, they carry with them an additional, 'hidden' cost. The

simple acquisition of equipment is not the final expenditure as far as

the LDC is concerned, because defence material has to be maintained and

operated. Some conjectural estimates have been made of these running costs.
For example, Libya purchased over 200 Mirage fighter aircraft

from France, at a cost of around $ US 750,000 each. However, in addition, .

it will cost 3 250 per plane per flying hour to service these machines

and 50 trained personnel per machine will be required for maintenance,
overhaul and support. The actual training cost per mechanic has been

estimated at $ 50,000 over three years.

The army branch of the services is no less expensive. Total coverage
for a company of 100 tanks - maintenance, spares, fuel, back-up facilities,

buildings, administration - is likely to cost the LDC concerned around

# 2 million per annum. The navy, however, is the most expensive branch -
each destroyer absorbs $ 140,000 per annum, excluding the costs of

13docking and harbouring.
When such figures are taken into account, military imports do

not appear to be such an attractive proposition, particularly if these

running costs are not met under the terms of .the assistance provision.
In allowing for such costs as maintenance and personnel training, the .

actual resource costs of weapons imports could well double the cost in

terms of purchase price.

When appraising costs, it is important to be able to distinguish
between elements of assistance, i.e. how much is the LDC actually

paying for arms imports and to what extent is the purchase subsidised ?

Aggregate data does not provide sufficient insight, but two significant

generalisations can be made.

Firstly, the more important the IDC is to the DC supplier,

economically or strategically, then the cheaper.the costs of assistance
to the LDC will be. The FDAs, for example, recieve most of their US

assistance on an 'aid' rather than 'trade' basis. The ultimate example
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is the case of Vietnam - in<1969, the state recieved $ 235 million in '

arms imports from the USA, although actual US sales in Vietnam were less

than 1% of this figure. ^
Secondly, there exists a strong correlation between the recipients

of military assistance and the.recipients of economic aid. This is

because economic aid, especially bilateral aid, is generally provided
for hegemonic reasons, in parallel to military assistance. Again,
in the case of Vietnam, which received more bilateral aid between 1969
and 1971 from the Western bloc than any other Third World country except

India. On a per capita basis, the aid allocation was even higher than

India's. South Korea accepted $ 300 million in US assistance in 1968 -

mostly military 'aid' - and occupies fifth position in the economic

aid 'league table'.

Our analysis therefore suggests two ideal-types of assistance costs,
relevant to areas which import for non-war purposes. One the one hand,
assistance costs will be lowest if :

i) the LDC concerned is of economic or strategic importance to the

DCs, in that there will be a greater element of 'aid', often

accompanied by economic aid,

ii) the assistance is related to the appropriate defence requirements
and the civil economy.

The Indian experience of the mid-1960s..serves as an illustration.
Between 1962 and 1965, it was considered an important area by the West,

owing to its proximity to the .Communist nations. Similarly, the USSR

was anxious to diminish the Western influence, and to develop India as

a potential support against China. As we have seen, assistance flowed in,

containing a large 'aid' component, and much of it was related to civil

development. This military assistance was coupled with economic aid,
India receiving the largest individual share of Western development funds.

Conversely, assistance will be most costly if :

i) the IDC is of little strategic or economic value,

ii) assistance is related to the provision of 'prestige' weapons with

high running costs and few civil linkages.
This is certainly the csae in latin America. After the Second World

War, the USA provided 'aid' to the region owing to its strategic

importance in the Southern Pacific and Atlantic. However, once hegemony

had been obtained, US assistance became more 'trade' orientated - between

1962 and 1963, well over 80% of US exports to Latin America were in the
form of direct sales. As we have seen, most of the arms imports to

Latin.'America", have'had a prestige, function - there have been.no conflicts
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of any significance in latin America since World War II - and such
15 xweapons have high running costs and few civil linkages.

It is therefore difficult to provide an estimate of the costs of

trade and aid to the Third World. In some nations, these items might
yield a positive benefit, if the costs are over-compensated by the
parallel influx of economic aid. Again, in many cases, we might argue
that some degree of importation is necessary to fulfil •..minimum' defence

requirements, on the grounds that the LDCs cannot produce such weapons
for themselves. Importation is also necessary for direct war needs,
although the appraisal of such costs lies outside the scope of our

analysis. ^
In sum, however, a reasonable estimate of the costs of assistance

might be of the order of of GNP, with an individual variation of at

least 100%. The precise figure will depend upon the strategic, economic
and political situation of the LDC concerned.

The cost is significant becasue it particularly affects the
an important factor in LDC development - foreign exchange. LDCs have
a propensity to demand more imports than they can afford from their

export earnings, aid the nature of LDC exports - mainly primary products -

does not present an optimistic picture for foreign exchange growth. The
purchase of military equipment therefore precludes the possibility of
the importation of civil equipment which, if it were of the investment

type, means that the actual opportunity cost of military trade given
above is an understatement.

<
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CHAPTER 5 - MILITARY REGIMES
*

The military regime is no longer the exception amongst the

governments of the Third World - it has risen almost to the status of

a rule. Indeed, it is virtually impossible to maintain an up-to-date
record of military coups, luttwak (1968) observes that, for the period
1946 - 1967, there were 14 successful coups in the 35 countries of Africa

(excluding the colonies and 'white' Africa), 8 in the 21 countries of

Asia, 14 out of the 22 nations of Latin America, and 2 from the 8

Middle Eastern countries. Even the more 'developed' nations, such as
1

Greece and Turkey, have experienced military takeovers. Within the

past few years, we have noted additions to this list, the most significant

being Uganda (1971) and Chile (1973)- because of the importance of this

form of government - nearly half of the nations of the Third World have

experienced, or are presently experiencing, military rule,- it is

necessary to attempt an analysis of expenditure and development under

military regimes.

a) EXPENDITURE UNDER MILITARY REGIMES

Given the fundamental assumptions of economic theory, the intuitive

appeal of the idea that the allocation of resources in favor of the

military sector will increase after a coup is hard to resist. In that
men prefer more to less, on being given the power to extract more, they
should naturally do so, As we shall see, this theory can only be accepted
with some reservations.

The roots of our analysis are hampered even more than usual by lack
or inaccuracy of information. Many of the countries in which coups have
occured only possess the most rudimentary forms of national accounts,
in any case, the social, upheaval necessarily following a coup does not
encourage the collection, processing and presentation of data. Where a

coup heralds the emergence of a major conflict, as in Nigeria after

1966, we should naturally expect expenditure to grow at an unprecedented
rate, owing to the needs of warfare, and this factor serves to cloud
any conclusions about 'normal' military demands.

Figure 12 presents data for seven countries which have experienced
coups during the 1960s, and their selection has been largely determined
by the availability of information. For this reason, generalisations of



FIGURE 12 - INDEX OP MILITARY EXPENDITURE DURING A COUP

for seven countries, year of coup in brackets. Expenditure base ye
equals year of coup equals 100. Dotted lines are estimates from
average figures.

Years before coup Year of Years after coup
coup

Source : UN (1964, 1967, 1969, 1971 ), Tables of Public Finance.
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any degree from these figures are suspect.

An aspect which does emerge reasonably clearly from this figure,
is the need of making a distinction between the long- and the short-term

expenditure trends. By 'short-term', we mean the few years immediately
after the coup, during which time the military is primarily engaged in
the consolidation of its power. After this initial period, it is obliged
to make more long-terra plans and policies for the management and progress

of the economy.

There is good reason to anticipate a rise in military expenditure

immediately after a coup, and Figure 12 substantiates this in every case.

Having assumed power, the military has to accomplish two tasks. The first
of these is the establishment of itself as the new ruling force, thereby

eliminating the possibility of mass revolt, or of attack from without by
a neighboring power who wishes to seize upon the momentary weakness of
its rival. This was indeed China's spur to militarisation after the
revolution. The requirements of this policy are the enlargement of the

existing armed forces, deployment of troops throughout the country, an

increased demand for equipment, and other factors necessary for a 'show
of strength'.

The second, and equally important, objective is to ensure that the

military remains internally loyal, negating the possibility of a counter-

coup from within. In simple terms, the methods for forestalling this

eventuality are ideological or pecuniary. On the one hand, the leadership

might supply the military corpus with sufficient ideological committment,
to believe in the desirability of its assumption of power for the benefit
of society. Should this not be the case, if the leadership cannot

legitimise itself, substantial benefits will have to accrue to prevent

disconte.nt and possible rebellion amongst the soldiers. In extreme cases,

it might be necessary for the military elite to undertake a rapid purge

of the potentially disruptive elements of the armed forces. This was

the case in Brazil when, eleven days after the coup occured, 122 officers
were formally expelled from the services,

Examples of the short-term trend come from other sources, apart from
the seven illustrated; some of these have already been examined. In the
case of the Ugandan mutiny, we noticed that a potential coup was

averted by the granting of pay-rises, and it is not unreasonable to

suppose that expenditure increases would have occured, had the coup, in

fact, taken place. Xn Indonesia, the views of the leadership were

somewhat more explicit than in most cases - " A hungry people is not so

dangerous as a hungry army ... So in the first instance, I am more
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p
concerned with the welfare of my boys ".

The problems facing the military in the long-term - to be discussed
in the next section - are not conducive to high levels of military

expenditure, in that the military has now accepted the responsibility
for the overall guidance of the economy. Having established its position
with a fair degree of security, it will be anxious to restrict military

expenditure to a level commensurate with that of minimum 'wasteage'
from the economy's resources. The extent to which this will be

accomplished is dependant upon a number of factors.

Firstly, if the military's strength is manifestly supreme, there is
less obligation to cut expenditure, as the position of the military is
unassailable in terms of popular or internal revolt. Secondly, if the

country concerned is reasonably 'well off, the military budget, which
is still marginal in total resource terais, will play less part in the
determination of the nation's economic future, and can therefore remain

high, or even be increased, without significant detriment to development.
Evidence does suggest, however, that, over a longer period, military

expenditures will reach a ceiling and might even begin to fall, given
no renewal of hostilities. The analysis by Loftus (1968.) presents a

useful examination of latin American defence expenditures during the

period 1938 - 1965. This time-range covers the Second World War, and

also 13 out of the 14. coups cited by luttwak ( 1968). Of loftus'

conclusions, the following are of the greatest significance for our

purpose - (i) For the 20 countries considered, military expenditures

as a proportion of total public expenditures, do not seem to be

disproportionately higher in latin America, as compared with the rest of
the world, (ii) " There is not doubt that since the war, there has been
in latin America as a whole a persistent downward trend in the military's
share of the budget ", (iii) In no cases is it possible to find a

consistent, persistent pattern of increases in expenditure as a result of
internal conflict, i.e. military coups.

Mention should be made of nrazil, whose expenditure growth has been

rapid, although this mainly occurs outside the limits of loftus' time-

period. To a large extent, this growth can be ascribed to policy change,
in that Brazil has been attempting to establish domestic defence
industries. Brazil now produces 7 indigenously-designed aircraft and 9

missiles, as well as small-arms and land vehicles. Major weapon imports
have correspondingly decreased from around 2 US 105 million in 1960,
to $ 30 million in 1968. ^

The cross-section study by Terrell (1971) supports loftus' findings
for a wider sample of nations. He develops a model with three varuaoles :
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i) social stress, measured' as 'negative satisfaction', such as low
GNP, low levels of calorie intake, abscence of amenities and so on,
coupled with social cleavages, such as the number of ethnic and

separationist minorities,
ii) Political instability, measured by social turmoil, such as riots,

demonstrations, civil wars and, most of all, military coups.
iii; Military effort, measured as proportionate military expenditures

weighted by the percentage of the population under arms.

Terrell found a strong relationship between stress and instability,
after a threshold, suggesting that stress has to accumulate before it
is manifested by political activity. Of greater importance for our

purpose is Terrell's conclusion that a marginal inverse correlation
existed between political instability and military effort, especially
amongst the LDCs.

Patterns of military expenditure after a coup differ widely froip
country to country. Aggregate evidence suggests that there is no

significant long-run rise in post-coup expenditure, but it is clear that
the figures for individual nations would be a function of the character
of the regime in power.

b; MILITARY REGIMES AND ECONOMIC DEVELOPMENT

In that a large number of coups have occured, a substantial part
of the Third World finds itself obliged to live and to develop under

military.rule. To what extent are such regimes successful ?
One possible insight into progress under military regimes might be

gained in attempting to understand why military coups take place. However,
" No single factor, institutional or otherwise, taken in isolation can

explain or predict the political behavior of the military ". -he most
obvious indicators offer no solution. De Tocqueville's suggestion that
the numerical size of the military establishment could prove significant
in the prediction of intervention has been echoed by modern theorists,
such as Edward Shills and William Gutteridge. However, such, hypotheses
are coupled with a complete lack of evidence for and much to the

contrary - in Togo, the coup of 1963 was engineered by an army of 200
6

men.

The starting point for the theory should rest on a fairly basic
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assumption - the military will only intervene for a specific purpose.

I'his purpose can have two aspects. In the first place, the military
might feel that the civil regime is threatening the army's interests

LP
in view of the policies advocated, and it therefore intervenes to protect
these self-interests. This we may, for convenience, term a 'right-wing'
coup. Examples of this type are the recent cases of Uganda, where Ubote
was attempting a transition towards a more socialist system involving
the elimination of privilige, and also, as far as evidence is available,
the recent events in Chile, where even more extreme polices were being
adopted.

Un the other hand, the military might intervene in the belief that
the policies of the civil government are not suited, nor are they
sufficiently progressive, for the good of the country as a whole. This
attitude, of course, presupposes some latent value-judgement on the
part of the military, as to how the nation ought to be governed.

This latter type of coup we shall term 'left-wing', as it supposedly
occurs to benefit the entire society, rather than to -benefit any one

particular class, heedless to say, our categorisatios are not mutually
exclusive - it is difficult to find instances where military coups have

not resulted in at least some improvement in the lot of the military
class.

In that there are few examples of economic systems remaining the

same, both before and after the coup, we might be tempted to conclude
that the 'left-wing' variety is in preponderance. Judgement on this
issue is difficult to make, however, since, even if a purely 'right-wing'
coup occurs, the military is still obliged to take over the economic
management of the country, which will undoubtedly differ in some respect
from that which preceeded it. Coups are therefore admixtures of these
two elements. Of necessity, this leads us on to a discussion of the
nature of military administration and its suitability for economic

7
management.

In the short-term at least, the military is ideal as a national
executive. As Janowitz observes, " The military is a crisis organisation "
Soldiers are trained to respond according to the needs of the immediate
environment, a training which should prove invaluable during the
disruptions following a coup. Furthermore, the officers possess

administrative abilities and the system as a whole has, as compared to
other LDC institutions, a refined organisational structure, however,

once the crisis of political transition has subsided, the role facing
the military will be somewhat different. At this stage, it would be as
well to examine some examples of military rule before theorising further.
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9The first case to be examined is that of Ghana. During tne
earlier part of the JNkrumah regime (1957-66J, economic development was

characterised by two factors - the domination of foreign capital,
especially in the export goods sector, and the very slow expansion of

indigenous production. After 1961, dkrumah attempted to remedy the
situation by a massive investment program along Soviet lines, coupled
with the ideal of nationalisation and state-ownership. This had the

consequence of imposing severe restrictions upon the people of Ghana in

terms of reduction of consumption; the military too found its allocation
cut and becoming stagnant after 1962. Poreign capital was alienated

owing to the imposed ownership restrictions. iMkrutnah's policies were

not helped by the visible extravagance and mal-planning of his projects -

the enormous airport in northern Ghana, far in excess of requirements,
and the Volta dam project, whose benefits to Ghana were exceptionally

long-term. A swing towards the Past for capital and aid was the natural

conclusion.

The immediate priority of the military government was to secure

recognition. This is a problem faced by all such regimes, given the
nature of interaction between their economies and those of the rest of

the world. Hecognition, in this case, was obtained almost immediately,
once the West had come to appreciate the army's intentions. Private

enterprise was re-established, with provision for security of investments
and withdrawl of the threat of confiscation, resulting in the rapid
influx of aid, capital and credit.

The army's leaders showed themselves to be remarkably adept at

coping with the problems of economic management. In statistical terms,
some form of development has certainly occured in post-coup Ghana, and
the record is certainly no worse that that of the i'Jkrumah era. Prom a

slow growth during 1967, the index of national income has exhibited an

increase of around 4% p.a. since 1968/9. ^

Indonesia has also managed with a fair degree of success, although
the short-term consequences of military supercession were undoubtedly
a polarisation amongst the elite, between those committed to some

form of modernisation and those bent on personal gain from profiteering.
Suharto has succeeded in attracting a considerable amount of foreign
resources - S US 1000 million immediately after the coup, over a ten-

year period, $ 110 to develop the copper industry, and $ 175 million
11

for agricultural and construction projects.
Suharto makes constant reference to the poor economic conditions

inherited by his regime. Inflation had run high - Suharto quotes 650%
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for 1965 - and the allocation of production factors, as well as public

finance, had been chaotic. In statistical terms, the new regime has
performed well. Exports in 1969 were nearly double the 1963 figure; in

fact, most areas of production yielded higher outputs than the ij'irst

Development Plan had advocated - textiles, for example, showed a 30°/o
increase in the first year. Suharto is eager to add that a significant

part of this progress should be attributed to infrastructural development,
a sector in which the army, acting as a productive force, plays an

important role. National income data supports these sectoral trends.
Prom an annual growth rate of 1-2% during the 5 years preceeding the

12
coup, post-coup rates have accelerated to over 8% by 1970.

A major problem of the military's rule in Indonesia is the fact
that the physical size of the armed forces is very large. This army

is mainly a legacy from Soekarno's time and it was subsidised from

available economic reserves. Although Suharto has attempted to provide
a role for his soldiers in the development process, this very attempt
has served to high-light their priviliged position, entailing some

discontent amongst the civilian population.

Brazil,too, experienced some economic success after the coup of 1964.
The immediate political platform of the military - apart from the
control of communists - was the containing of inflation and the

implementimg of those reforms necessary for the ultimate return to
civil rule. The junta felt that no civilian politician possessed either
the committment or the power to bring about stabilisation and development.

Campos, the main engineer of the military's plans, realised that his
situation was most favorable for the execution of a policy of monetary

reform. Working-class resistance to wage-cuts was effectively eliminated
and foreign capital was attracted, owing to the perceived stability of

13the regime and its embracing of private enterprise.

In tne long-term, it would seem that brazil will have to undergo
some change in viewpoint. Campos' policies are serving to produce the
classic Marxian problems of over-capitalisation, alienation and the

unemployment of the working-class, and underconsumption which, coupled
with population growth, can only entail social upheaval or, at best,

stagnation and eventual economic decline. It remains to be seen whether
the junta will appreciate the need for a degree of structural change.

To make an overall evaluation of the success of military regimes,

in terms of their contributions to economic development, is a highly

suspect exercise. So many complex factors exist in the determination
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of development that the isolation of the contribution of a new form

of government is clearly not viable, for example, Ghana's economy is

strongly influenced by world cocoa prices, irrespective of the nature of

government; a similar situation exists with oil in the Middle East.

Possibly of more importance is the fact that we are unable to predict

how the civil government's policies would have worked out, had they been
allowed to remain in power.

nevertheless, we can make some crude estimates as to the efficiency
of military governments, bearing in mind these reservations, fable' 12
presents data for total product growth for 12 countries, both before

and after the year in which a coup occured.

fable 12 - Total Annual Product Growth, before and after coups (% p.a.)

Average growth for Average growth for
Year of coup 3 years, pre-coup 3 years, post-coup

Argentina 1966 4.3 5.3

Bolivia 1964 4.0 5.2

Brazil 1964 5.0 3.2

Dominican Rep. 1964 5.5 0.3

Ghana 1966 1.0 T.8

Guatemala 1963 3.8 3.0

Indonesia 1965 0.8 3.0

Iraq 1963 1.3 8.2

Nicaragua 1963 5.2 5.5

Peru 1963 4.3 4.8

Sierra Leone 1966 4.0 6.3

Syria 1966 2.3 7.2

Source : UN (1971), Table 177, p. 556-9.

Of these 12 countries, again selected on the criterion of data
availability, only 3 exhibit declines in economic growth after the coup

had taken place. The other 9 display increased, or at least similar,
rates of growth.

Such empirical evidence serves to show that military regimes do
not have the disasterous effects upon their economies as might at first
have been supposed, indeed, there are a number of intuitive reasons to
support the belief that military regimes actually enhance the growth
prospects of the country concerned :

i) In may cases, the military is the most progressive sector of an

LDC economy, in terms of its organisational structure, technology
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and ideology. It therefore possesses an immanent desire for

modernisation. On its assumption of power, it is quite likely to

press for such a change, if only for the purposes.of serving its
own ends.

ii) A military government is the only governmental form which possesses

absolute authority, as far as the running of the internal economy

is concerned. Por this reason, it is in a position to pursue

policies for growth which might otherwise have been unworkable,

owing to unpopularity or resistance.

iii) Military governments give an aura of stability to their countries,

making the latter more attractive propositions to foreign investors.

iv) In those cases where the military reflects the belief structure of

its society, it might be able, upon assumption of power, to cement
national unity, with potentially beneficial economic implications.

On the other hand, there are possible disadvantages to the military
as a governmental form :

i) During the period immediately following a coup, evidence suggests
that an increase in military expenditure will occur, although this
level might well decrease over time, due to the pressures for the

economic allocation of scarce resources. As we saw in the previous

Chapter, the military regime might also favor higher imports of

foreign arms for prestige purposes. In that such increased
defence expenditure diverts productive resources, this factor

could be considered detrimental to development, especially if
civilian unrest results from the perception of the military as a

priviliged body.

ii; The military is often thought of as being too specialist, rigid
and untrained in economic management. Theorists have therefore

argued that, for these reasons, military governments must

necessarily be transitory, However, evidence suggests - Brazil
and Indonesia - that regimes are quite willing and able to recruit
economic advisors, both from within and from without the country.

The very permanence of a number of such regimes - Sudan and Egypt.-
attests to their durability.

iii; Military rule carries with it more considerations than those of

'pure' economics. With the notable exception of Burma - whose post-

coup performance has been poor in conventional terms - military

regimes appear to have adopted a framework of traditional capitalism,

irrespective of their inheritance from the previous government.

Possibly, this is due to the.extensive training that many of the

elites have experienced, as parts of Western aid programs. The US,
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for example, has provided military training to half the African
nations which have experienced coups, in some cases, it has" been

suggested that coups, and post-coup policies, have been engineered

by DCs, but such statements are hard to verify. Again, the capitalist
ethic might be adopted due to the desire of the regime to attract

foreign capital, an input which plays an important role in the

development plans of many Third World nations.

Although the policies of military regimes have met with some success

in growth terms, it is difficult to say whether 'development' as such
has occured. For example, one facet on military rule is the enforced

stifling of dissent, so that those theorists who see development as

entailing the progression towards multi-party democracy would naturally
regard military rule as a retrograde step.

In the final analysis, therefore, we can only say that, although,

there exist many instances of pure economic growth under military rule,

any attempts to see coups as a progression towards a more developed

society must be considered from an ethical and ideological point of
view. Furthermore, the actual degree of progress attained by any

nation is largely determined by the character and circumstances of the

regime which assumes power.
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CHAPTER 6 - MILITARY POLICY POR DEVELOPMENT

The military is expensive. In previous chapters, we have made

tentative estimates of the opportunity costs of defence expenditure

and have found them to total several percentage points of national

income. It is therefore important that means be found to reduce this

burden, and to this end the following chapter is devoted.

If we take the military as a static body, concerned solely with the

defence and/or aggression, and whose civilian linkages are therefore

only coincidental, we may outline two possible methods for the reduction
of the defence burden.

One possible reduction method is the improvement of defence planning.
As we observed earlier, military planners seldom take economic reality
into account when framing defence budgets, and it could therefore be

argued that, by appraisal using 'cost-effectiveness' techniques, the

optimum level of defence expenditure could be determined which minimises
resource wasteage. A further necessary step is the integration of such
decisions into an aggregate national plan.

Even the simplest of economic techniques can play a part here. The

objectives and alternatives, with their attendant resource costs, can

be categorised, in the light of the possible pay-off situations which
allow for the possible actions of the percieved enemy. Time-discounting
is also important and institutional efficiency in government supplies'
markets could further lower costs and improve allocation. Linear and

non-linear programming techniques will be useful in the determination of
1

optimal or constrained solutions.

At most, however, better planning can only make marginal improvements
to the overall burden of defence; it would only make a distinction

between, say $ 10 and $ 9. The value of such planning is still unclear.
To return to Enthoven's example (p. 18), we might conclude that the
additional missiles' purchase does not add a significant improvement to
the firing-to-kill ratio. The military, on the other hand, could argue

that, given the destructive capability of one single modern weapon, we

should plan to provide as near 100% defence covergae as possible - anything
2

less could result in substantial destruction to the power m question.

As we saw, the Third World nations do not operate with such a high

opportunity cost as do the DCs, implying that even less could be gained
from better planning. This does not mean, of course, that the planning

system should not be refined as much as possible.
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Another method of budep reduction is one which would provide the

maximum possible possible resource saving. This method - disarmament -

would negate the costs by negating the defence sector itself.

Disarmament is composed of two elements - (i) the political

agreement between nations, to permit disarmament to occur, (ii) the

political and economic transition from an 'armed' economy to a 'disarmed'

economy.

Of the two, the attainment of the second is by far the easiest. The

major problem is, of course, to make satisfactory arrangements for

military labor and capital to be integrated into civil production, and
this problem increases with the relative size of the military establishment.
For example, the immediate closure of the US military complex would

result in the unemployment of at least 5 million persons, entailing
substantial economic instability, loss of production and an increased
burden on unemployment assistance.

In reality, the transition would take place over a longer time-

horizon, and numerous studies have been made to estimate the economic

impact of disarmament over a period of time. Suits (in Benoit and

Boulding, 1963) has presented an econometric appraisal of the USAGDA

disarmament plan, in which the military resources are gradually

reintegrated into the civil economy, using fiscal incentives, subsidies
and other methods. He concludes that " an abrupt ... termination of the

defense program would unquestionably precipitate a serious economic
crisis. But a program of general and complete disarmament scheduled
over & twelve-year period, combined with only the most elementary offsets
in the form of tax reduction and transfer expenditure creates an

adjustment problem of a lower order of magnitude than that posed year in
and year out by the growth of the labor force and increasing productivity.
In fact, the impact of disarmament represents a slight - almost
unnotiQe.able - intensification of the problem of adjustment to economic

3
growth in general".

A study of the UK (EIU, 1963) suggests similar conclusions and
examines many potential usages for the liberated resources, such as the

development of welfare services and the reduction of the national debt.
In nations such as the LDCs, where defence sectors are so much smaller,
we should anticipate correspondingly smaller problems in the reorganisation
of economic activity under disarmament.

These issues of economics are trivial when compared to the political

requirements of disarmament. Disarmament is a concept which all nations
accept in principle, on the understanding that they themselves are not
the first party to disarm. The reason is obvious - if one nation eliminates
its defence sector, it is wide open to attack from another state.



• Disarmament can therefqre only occur on a multi-lateral basis,
nations are unwilling to do this in view of the extended time-pe'rioa

necessary to ensure internal economic stability - it is feared that one's
rivals might disarm at a slower rate, entailing their increasing military
superiority. Coupled with this is the lack of information - one nation

does not reveal its defence plans to another. In the USA/USSR case, the
US Senator, Edward Kennedy, recently observed : " ' Today, without

announcement, the Soviet Government is building new missiles and testing
still others '... He asked whether this meant preparation for another
round of arms competition or whether it was merely due to the momentum

of research, without intention to deploy ". ^
Evidence suggests that disarmament is not a viable option in the

contemporary world. In its annual Yearbook, SIPRI regularly chronicles
the activities of disarmament movements, but retains a necessary air of

pessimism, as in its most recent publication - " Each of the first three

Yearbooks was a record of vast increases in weaponry of all kinds, a

process virtually unhampered by arms-control or disarmament aggreements.
5This Yearbook ... shows that the situation has not changed ".

The cross-section survey by Galtung (in Senoit, 1967) indicates
that governments are under no internal pressure to pursue disarmament

policies. In the analysis of popular opinion in Erance, Norway and Poland,
he discovered that disarmament had not really become an issue, in spite
of the considerable burdens of defence spending in these countries. He

believes that these conclusions hold true for most of the nations involved

in the East/West 'conflict'.

In the case of the LDCs, where the political and economic corpus

of society is still under construction, a considerable amount of

uncertainty and insecurity still exist, and these factors equally
preclude the possibility of any degree of disarmament. Again, this belief
is supported by our evidence.

We must therefore conclude that the military sector, per se, seems

to have been established on a permanent basis. The strongest possibility
for improvement now rests in the assumption of a 'dynamic' role by the

military, so that it can act as a deliberate agent in the development of
its society. Some nations haye already appreciated this possibility, and
we shall us them as examples of the potential of this policy. 3roardly,
the military has two alternatives - (i) its can direct some of its

activities towards non-military objectives, such as public works, or

(ii) it can be redefined as an integral element of civil society. Both of

these courses of action still permit the military to retain its strategic
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functions. The alternatives 'are not mutually exclusive - rather, they
are points on a continuum -, but exposition is facilitated by dealing

with each individually.

a) 'THE PEACEFUL USES OP MILITARY FORCES'

lee's analysis, of the post-independance African states (Lee, 1969)
gives us a foretaste of the military's potential role. He highlights
the close relationship between labor policy and security, in terms of
the increasing maldistribution of population. He argues that urban

unemployment and rural depopulation might find their solutions via the

development of a sense of discipline within the society, and the instilling
r

of such a sense is naturally within the military's capabilities.
The most suitable starting point for discussion, however, is the

work of Hanning (1967), the title of which - generally abbreviated to

PUMP - forms the heading for this section, ihe contribution is not in

any sense analytical, but simply consists of an extensive description
of global instances of military activities beneficial to the civil sector.
It is therefore necessary to 'read between the lines' to establish the

nature of the model implied.

It is well worth quoting Hanning's opening paragraph in its entirety,
as it serves to set the scene for the subsequent analysis : " The

primary purposes of military forces must be recognised as being to provide
for the internal and external security of their countries. Howver, in a

world of sizeable standing military forces, the concept of the

supplementary peaceful use of such forces along constructive lines of
benefit to the community at large deserves exploration and definition.

Indeed, in may countries, such use is an integral part of attaining
national security and not a pure supplement. There are skills required
in modern military structures that are capable of being used for non-

military purposes, skills that in some areas of the world are in short

supply. To be found^in military forces today are individuals and units
skilled in engineering, medicine, communications, transportation,

procurement and distribution techniques, and adult training and education.

Further, the period of military service provides an opportunity for

general education and for training, or the basis for further training
7

upon release, in such skills ".



97

Firstly, let as examine the concept implied by the term 'modern

military structures'. Planning indicates that his notion of the military
is that of the professional, career-orientated force, whose role, as in
most of the DCs, is essentially related to security. This is reflected in

the -examples he chooses to cite throughout his work. Secondly, he is
concerned with the type of operations we have discussed previously, such
as education and enterprise, although the context now broardens to include
the civil sector.

The roles advocated for PUMP fall into three main categories :

i) disaster and emez'gency relief, including the provision of essential

services when those of the civil sector become disrupted,
ii) education aid training, including the development of individual

self-discipline - training should be integrated with national

manpower policy and resettlement programs,

iii) economic and social programs, although the role of the military
should be complimentary, the civilian effort being the primary means

to development.
The reasons advanced for the desirability of PUMP are already

familiar to us. They include the issue of scarce resources (the classic

'guns vs. butter' dichotomy), and also the fact that cuts in military
expenditure and manpower seem to be impossible, owing to the vested
interests of military personnel and the other' reasons outlined earlier.

It is therefore vital for nations to discover ways in which the economic

burden of defence might be reduced.
Prom Harming's material, it would appear that PUMP might produce

the following effects :

i) 'humanisation' of the military via the improvement of its image,
to develop a feeling of a cooperative effort rather than one of

potential oppression, although this must be counter-balanced

against the possible hazards of deprofessionalisation,

ii) a contribution to the development effort due to the inherent

attributes of the military, namely, trained labor, technical skills,
discipline and specialist knowledge.
The Central Treaty Organisation discussed the operational criteria

for PUMP at a conference at Shiraz, Iran, in 1964. Their recommendations

give further insights into the workings of such a system. They included
the following ;

i) the efficiency of military training should not be impaired, in

respect of strategic considerations,

ii) the ratios of civilian, to military participation should be as high
as possible,
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iii) preference should be given to short-terai projects,
iv) the image of the armed forces should be improved,
v) projects should be initiated by the civil sector.

These criteria clearly put PUMF into the first categorical type
described above - redirection of surplus military energy towards civil
development. A cynical viewpoint might be to conclude that the whole

operation is merely a 'public relations' exercise, to increase the

military's prestige within the community. Naturally, there .is some

element of this, but to adopt this attitude entirely is to neglect many
of the benefits accruing from the use of PUMF techniques.

Hanning himself examines these benefits by outlining the practices
of 16 nations, 10 of the being LDCs. He places heavy emphasis upon the
educational and training aspects of the military profession, and his
instances serve to substantiate points made earlier. Por example, Peru
and Iran are aiming at the production of soldiers of sufficient education

. .

to provide instructional focii upon demobilisation and return to civilian

life. The types of ;realisation are diverse and depend upon the

country concerned - ihey range from elementary academic competence, through
business training, to agriculture and public health.

Of particular interest is the role of the military in civil
engineering, and data is provided to illustrate the comparative costings
of road construction, as undertaken by both civil and military
contractors. Table 13 gives estimates of costs for the construction of

a six-mile section of road to be driven through a mountainous forest

region of Peru.

Table 13 - Comparative costings of civil and military contractors

(in $ US)

Civil Military

Excavation cost (per cu. metre) 0.60 0.46

Structural excavation (per cu. metre) • o Oh 0.79

Reinforced concrete (per cu. metre) 100.00 100.00

Foundation construction (per cu. metre) .15.67 14.67

Pipe installation (per metre) 10.00 0.25

Source : Planning (1957), Appendix A, pp. 227-9.

The data indicates that it is the aspect of labor costs that gives
the military its cost advantage, military v/ages being so much lower than
those of comparable, skilled civil labor. Furthermore, it must be

appreciated that military labor is economically costless, in that its
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wages would have to be paid,/ irrespective of the task performed.
Another example is the construction of the Gilgit road in West

Pakistan. In 1956, the Public Works Department estimated the construction

costs of the road at SO.5 million rupees. However, when it was decided
to entrust the project to teams from the armed forces, the estimated
costs fell by 50%, thus liberating resources for alternative usage.

A corollary to the cheapness of military labor is the unfortunate

possibility that it might be a direct cause of civilian unemployment.
Clearly, a government must bear this in mind when deciding upon the
possible use of the army's services in construction projects. Nevertheless,
the facts remain that (i) the cheapness of military labor might be an

important factor in making a project economically viable, possibly
entailing the usage of complementary civilian labor, (ii) resources

might be liberated for use in other employment-generating projects.

The Indonesian experience provides a useful example of the transition
towards a PUKF-type of policy, where benefits occur deliberately rather
than coincidentally. The military coup of 1966 was a reaction to Soekarno's

regime, which had been characterised by economic decline and political
tensions. The army had become frustrated by the limitations of civil

rule, which did not allow for sufficient scope for the military ideology
of modernisation.

The new regime therefore established itself on a platform of
stabilisation and 'modernisasi' - the strengthening of national unity
and economic development. As we have seen, this policy has met with some

success.

The army's role in development is partially determined by ideological
considerations and partly by practical necessity. At the time of the

coup, the Indonesian military was very large and had adopted the aloof,
professional orientation. It came to be appreciated that, with little to
do after the conflict, the soldiers could easily become discontented,
and so a program of public works was launched, of the standard road-

building/ ditch-digging type.
The Indonesian military also regards itself as the spear-head of

change, with the conclusion that it must adopt an overt, national-

leadership role. " We cannot have a welfare state by sitting on our

bottoms. We have to work and sweat. This is understood by my boys."
Again, " we have to give an example ... We cannot say 'Let's improve

production' and do nothing ourselves. People see us and say the army is
9not so bad if they see us doing things that are productive ".

In all fairness, it must be admitted that a major proportion of the
initial program was aimed at the welfare of the military. The army
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commander quoted above has mentioned the housing program for army

families, his own command having erected one thousand such homes. Even

so, he conceeded that such activity is becoming rare, as more of the

army's efforts are directed towards the civil sector; the Minister of
10

Trade " is squeezing us As we saw, the initial favoritism towards

the military itself was politic - the military leadership was attempting
to cement group loyalty before aiming at a development policy which
runs the risk of alienating military sub-sectors.

PUIS? techniques exist, in some form or another, in a number of

nations, and potential clearly exists for the technique to be more widely

applied. Naturally, the degree of sophistocation differs between countries.

DCs, for example, are able to establish advanced facilities to provide

their soldiers with a level of training commensurate with that obtained
in the civil sector. LDCs, on the other hand, might only be able to offer

the most rudimentary aspects of general education.

We therefore see that a simple extension of military activity

can yield benefits to the civil economy, yet still the armed forces can

maintain their primary strategic function. The policy merely requires

a small departure from the established practice, such that the effects
become deliberate and planned, rather than coincidental. LLCs, therefore,
could profitably include the possible contribution of the armed forces
into their development plans, to assist in production in the appropriate

sector.

The PUMP model presupposes the discreet existences of both military
and civil society and the potential inter-relationships do nothing to

destroy the defining characteristics of each. However, our second

option - the redefinition of national service and the role of the military-
entails a far greater degree of actual integration between the armed
forces and theri parent societies. It therefore differs from PUMP in
both degree and kind - it is PUMP and more.

b) MILITARY AND SOCIAL INTEGRATION

The theory relating to military integration is considerably harder
to specify than in the case of PUMP. It will therefore be necessary to
survey the experience of a number of nations where forms of integration
have occured, or where it is occuring at present. Subsequently, we may
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distill generalisations from this evidence.

We have already observed that pre-coup Burma gave scope for some

element of entrepreneurial activity on the part of the military. However,
after 19S2, a much more concrete pattern was established. Lissak (1964)
observes that the Burmese military became considerably more production-
orientated during the period immediately after the coup, and the general
framework of his analysis runs as follows : Mobilisation is the key to
the process of economic development and is manifested in terms of (i) the

development of manpower, (ii) the efficient usage of material resources
in tfre production process, (iii) the transitions in norms and values

towards the ideology of modernisation. Burma has been successful in

attaining a state of mobilisation, owing to the emergence of a military

elite, well versed in entrepreneurial activities.

The structure of the Burmese armed forces is particularly critical
to integration policy. Firstly, attempts have been made, dating from as

early as 1945, to eliminate the non-Burmese elements of the military.
Periods of compulsory national service have been proscribed for both men

and women, including the members of those groups who are normally
excluded from military service, such as doctors, teachers and engineers.
Because of the high input of short-terra soldiers, the liklihood of

military training permeating throughout the civil sector is enhanced.

The reasons for the economic consciousness of the army hinge upon

the economic crisis of the late 1950s. Output appeared to be falling,

labor was in short supply, national unity was threatened and the cultural

identity was becoming confus-ed. These factors lead the military to

redefined its role in the society which in turn necessitated, as far as

it itself was concerned, the assumption of political power.

Because of this new role, the internal ideological redefinition of
the military became vital. Central to the army's reformed belief-structure
was the idea that economic development, defined as the attainment of a

socialist economy, was only possible under a disciplined regime, whose
authority and power were beyond question.

In practical terms, the military has directed its efforts for the
attainment of this goal through the media of education and enterprise.
" The Burmese army ... has become the largest and powerful business

11 '
organisation in Burma ". Its activities range across a wide spectrum
of the economy - construction, shipping, banking - and it owns many

smaller individual firms - hotels, shops and garages. Administratively,
it simply exists as a public corporation.

Since the coup, many officers have found their way into civilian
posts. This is partly a result of military policy to increase military
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control, and also there is the desire to utilise the specialist

techniques of the administrative officer class. Another factor in the

replacement of manpower is the periodic purges of the administration for

ideological reasons.

In its own terms, Burma has had some success in its economic venture,

indicating that the military's policies have, to some extent, paid off.
In other senses, such as national income trends, Burma has been less

successful, although this is an inevitable consequence of rapid
structural transition.

The experience of Burma is a little extreme for our purposes, in that
few nations find themselves under socialist-orientated military regimes.

However, the example does serve to demonstrate the importance of military/
sbcial integration, as indicated from the following analysis, based on

the Burmese experience: The military appears to represent the paramount

agent in the process of mobilisation in LDCs, and it therefore demands

essential linkages with the civil economy. If these are not forthcoming,
it will be necessary for the military to establish them itself, as it

did in pre-coup Burma with the Defence'Services' Institute. We may thus
deduce that it is of the nature of the military sector to demand some

form of integration. One view of the Burmese coup might be to conclude
that the then-existing political elite did not take sufficient account

of this factor in its management of the economy. At a general level, the

parallel between the Burmese experience and that of Uganda is clear - it
revolved around the frustration of vested interest.

Our subsequent examples are possibly more representative than the
Burmese case and therefore provide more insights for policy proposals.
The first case is that of China.

for the Western observer, uhina presents a myriad of problems. Data
has not been forthcoming and that which is available is subject to a

v/ide variance in. interpretation. There also exists a degree of cultural
ethnocentricity, in thattthe social scientist tends to approach the
evidence in ways familiar to him and, should such evidence fail to
conform to a pre-conceived pattern, it might well be overlooked or accorded
only diminished significance.

The role ascribed to the People's Liberation Army (PLA) in the

1954 Constitution of the AgpUbiic has subsequently changed from the
initial 'blanket' formulation of Article 20 : " The armed forces.of the

People's Republic of China belong to the people; their duty is to
safeguard the gains of the people's revolution and the achievements of
national construction, and to defend the soverignty, territorial integrity,
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and security of the country-". To locate the new role, it is necessary

to examine the elements of Maoist ideology,
The roots of Maoism grow in the soil of Marxism-Leninism. Naturally,

they are modified by the Chinese environment and culture, but the
esscence of that which the Chines society is attempting to attain lies
within the mainstream of socialist thought. As Nyerere has observed :
" The purpose of development is man. It is the creation of conditions.,
both material and spiritual, which enables man the individual, and man

13the species, to become his best ". Because of this philosophical

presupposition, it is inevitable that any social structure must become

integrated into the social whole; a sector only becomes defiaitionally .

valid in respect of others.

Let us briefly examine the fundamental structure of the PLA. In
common with many other LDC armies, its origins stem from anti-colonial
and revolutionary activity. In its initial stages, it was a guerrilla

force, lacking the prerequisites of modern armies, such as an air-force,
a navy, regular soldiers and sophistocated equipment. After World War II,
the PLA relied mainly on Soviet equipment and on Japanese arms captured
in Manchuria. A small amount of minor weapons were produced by the
domestic industry. During the 1950s, an alliance with the USSR brought

production up to a much higher .level - by mid-1953, over 140 plants were

either promised or were actually in operation, with the assistance of
1 4

Soviet capital and expertise. Needless to say, the Sino-Soviet split
reversed the trend dramatically, and it is at this stage in time, when
China was left to her own devices, that we observe a significant change
in policy. Appreciating that the establishment of a conventional defence
structure would be costly and time-consuming, the Chinese decided to
divert a large proportion of their defence allocation towards the

attainment of nuclear strike capability. In such a way, the problems of

self-sufficiency with respect to external defence and strategic security
from.the super-powers were neatly solved. A net consequence of such heavy
investment in a specialist field, however, was the necessity for a drastic
short-fall in funds for the development of onventional military forces.
Even now, a large part of Chinese military equipment is considered
obsolete by Western standards, although the effectiveness of the PLA

against other Third World nations is not in doubt. In spite of this, the
the policies necessitated by resources shortages are coterminous with the
doctrines of the leadership,.where these relate to the armed forces.

It is here that the integration role comes to the forefront. The

ideology of China sees the social role of the worker or peasant as

inexorably interlinked. Consequently, there exists a relatively small
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regular army, composed of regional standing divisions and a number of
field divisions 'on alert'. Together, these only draft around 10% of

eligible males per annua. However, the remainder of the population
constitutes a militia or military reserve, and operates under the

auspices of the local standing army. The differences between the two
seem to be those of degree. " By 1959, 220 million men and women were

reportedly members of the militia ... (N)ow it was not only supposed
to include every able-bodied person, but its role in the defence of

China, and in production, was greatly extended as well. The aim of the

movement, in short, was nothing less than the militarisation of society ".
One should also add that the aim was the socialisation of the military.

There are two good reasons for such social militarisation, which,
in the Chinese case, amounts to the complete integration of array and

society. The first is a sound strategic reason, namely that it is
impossible to subdue a country if every person within it is a soldier.
The people of Vietnam have demonstrated this point, especially when we

consider that their degree of integration is less advanced than that
in China. Military success is seen in terms of human, rather than material
elements - conflicts are resolved by ideological committment and

"I ^
dedication.

The second, and, for us, the more interesting, aspect of the
results of integration has been largely neglected by observers. This
is the fact that, simply by diversifying military interests, the
possibility of beneficial economic cooperation is enhanced.

A major benefit of militarisation is undoubtedly education and
indoctrination, in the value-neutral, sense. This is how the Chinese
democratic republic is avowedly being achieved. Military training is the
corner-stone of the educational process, by teaching not only the
•standard' subjects and their applications within the economy, but also
discipline and political committment to induce ideological remoulding.
Prom such a training, all aspects of economic life may be approached more

successfully, at least in terms of the Chinese development ideals. The
leading role played by the army and the militia during the Cultural

17
Revolution attests to the strength of purpose which has been instilled.

Because of the militarisation process, each commune in China has,
in effect, a land-army which can operate in the conventional productive
manner - digging ditches, building roads and dams, and so on. Expenditure
on the military is therefore of necessity directed towards real economic
production, in conjunction with investment made under- non-military
auspices.

The Chinese policy on military expenditure therefore falls into two
sections. On the one hand, resources have been allocated for all-embracing,
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maximum efficiency, nuclear.production, whilst, on the other, expenditure
has been directed towards development-orientated military activity. The
economic policies of China, in which militarisation plays a leading

role, seem to have been quite successful - Yeh has estimated a 4%
annual growth of net domestic product during the mid-1960s, and the

agricultural and industrial indicators have risen accordingly. Possibly,
such statistical estimates are meaningless, however, in that they are too
narrow to reflect the Chinese wholistic attitude to socio-economic

1 s
development.

It could be argued that China does not serve as a valid example
for our purposes, in that it does not possess a standing army in the
sense we defined at the outset. However, the process of militarisation
transcends the existence of a standing army, and the example of uhina
serves to illustrate the logical consequence of the integration process.

Integration in Tanzania, although based upon similar principles,
has not been developed to such a great extent as in China. It therefore

provides us with one of the few examples of the integration process as

it actually occurs.

In common with other African states, the military forces of Tanzania
were a colonial legacy, although they were not, in this particular case,

instrumental in the liberation struggle. This fact necessitated a

rethinking of a future role. Indeed, the abolition of the military was

at one point considered, but, for reasons we have examined, this was

never likely to occur. Such a state of anomie permeated into the armed
forces themselves, manifesting itself as a power struggle between the

.military and the civil government. We have already examined the
circumstances of the Uganda military revolt, and it from this time,
when a similar revolt occured in Tanzania, that the rationale for an

integrated military stems.
The army's demands in Tanzania during the revolt of January 1964,

were almost identical to those in the Ugandan case. Rapid Africanisation
and pay increases - 105 shillings per month to 260 - were the most

predominant. The military was eventually pacified by some ground being

given on both sides (accompanied by some British assistance), but it
brought the whole issue of military purpose to priority level. " The

King's African Rifles never taught the men to become soldiers of Kenya,

Tanganyika and Uganda...They were just battalions with British officers.
So what did we do when we took over ? We changed the uniforms a bit, we

commissioned a few Africans, but at the top they were still solidly
British .... When I suggested, 'Here are these able-bodied men, why
can't they help build bridges ?' , the officers answered ... ' These
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are soldiers Nyerere finally came to his ideal - " an army that
understands the problem of building a nation, not an army isolated from

19
the people ".

The policy adopted was therefore one of gradual integration of the

military into the body of society. In the first instance, integration

prodeeded at a slow pace and a low priority was accorded to the armed

forces in the. first Five Year Development Plan (1964-69). However, the
second Plan (1969-74) indicates a significant acceleration. In parallel

with the Chinese case, there has been an increased orientation towards.

a form of militia - the National Service - and away from the conventional
armed forces, although the two are still clearly interlinked. National
Service is undertaken by all those who receive secondary of higher
education. What is its role ?

" The National Service is, in fact, basically not a military force
at all; its job is to make a contribution to the development of our

economy, at the same time as it provides education in politics and skills
for its members, and inculcates a sense of discipline which they will

carry into their post-Service life. It therefore runs farms, builds roads,
and does many other productive activities in the country as they are

2 0
needed " As the Second Plan attests, more than seven times as many

people will pass through National Service than under the provisions of
the First Plan. New training schools are envisaged and " special emphasis
will be given in creating productive enterprises in accordance with
national priorities ". As a whole, " this implies an addition to the

regular schools and training institues. It will provide the national
21

economy with an extra push ". It is this policy which, to a great

extent, accounts for the rapid growth in military manpower and expenditure
that we noted previously.

We have how outlined three examples of military integration. In the
case of Burma, integration was more or less forced upon the country, owing
to the military takeover. On the other hand, China and Tanzania
demonstrate that integration might come about by the deliberate policy
of the civil government.

By way of summarising our analysis of the whole field of military
policy for development, we might ask - why is integration, on any scale
and of any type, desirable ?

The following reasons in favor of integration may be advanced :

i) The armed forces in an IDC represent a heavy resource committment.
In an attempt to maximise the output from this 'fixed' input -
determined largely by strategic considerations - it is desirable
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for the military to engage in some form of productive activity.

ii) Secause the military possesses certain attributes - organisation,

discipline, education, specialist knowledge and equipment - it
would seem good policy to use these facilities to benefit the entire

economy.

iii) Given that the LDCs tend to be disorientated owing to their rapid

transitions from traditional to modern societies, and that the

leaders of such countries occupy precarious positions of power,

the integration of the military into the wider society will minimise
the possibility of social conflict and disintegration.

iv) Where there exists an ideological weakness within the society,

militarisation of the National Service type can assist in the

cementing of the civic culture.

v) Unemployment, both of school-leavers and of labor in general, is

possibly the most pressing problem facing the Third 'World, especially,
in view of its cumulative nature. Industrialisation has failed to

provide any solution to this surplus, owing to its increasing

capitalisation and the limits of the market. Agriculture provides
the key to the economy, in terms of both subsistence and exports,
but labor is given no incentive to operate within this sector. The
answer must be seen in terms of an organisation under government

control which can initiate and support labor-intensive projects, in

the sector of agriculture or that of the infrastructure. The military,
or para-military, system provides an excellent starting point for the

development of such an organisation, as the experience of Tanzania
22

suggests.

What evidence exists to support our hypothesis that integration is
desirable ? In terms of concrete data, the short answer is - very little,

.any integration of any consequence has only occured within LDCs which,
in general, possess few forms of data. For example, Tanzania possessed

virtually 110 economic statistics before independance, and even the
Second Development Plan does not envisage the compilation of sufficient
data for macro-planning until the end of 1974. As in other cases,

Tanzania is still in a state of transition, with the result that the
economic effects will hardly become apparant, let alone measurable, until

many years to come. Suffice it to say, that for those countries where
data does exist, national incomes appear to be rising, albeit at a slow
rate. At an intuitive level, some credit must be given to the policy
of military and social integration.

At a micro-level, the education, discipline and training functions
of the military service - the investment in human capital - will produce
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economic benefits, the magnitude of which are more familiar to us. It

is accepted that the productivity estimates for the DCs leave unexplained
a large part of the increases in total output - as much as 50-85% .

This residual factor is interpreted in terms of increased, but

immeasurable, output, caused by education, experience and motivation. In

that the very conception of military integration entails these effects
2 3

upon manpower, increasing outputs are to be expected as a result.
The enunciation of these proposals lies a long way from their

adoption. The LDC policy maker is faced with a number of problems in

practical application, many of which come from the military itself. Just

as the armed forces.can be radical in their attitudes to social

modernisation, so they can be equally conservative in their reactions
to any attempts to undermine their privileges or to introduce a degree

of deprofessionalisation. Several nations have experienced military

coups as a result of such intervention by the civil state. In addition,
DCs who provide assistance might be disuaded by military integration,
if they consider that it dilutes the strategic power of the armed forces.

The decision to adopt integration will therefore have to be made largely
with respect to the possibilities provided by the political environment.
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CHAPTER 7 - MILITARY EXPENDITURES - AN OVERVIEW

The conclusions to our analysis have been presented as they have

occured, in their respective section. By way of a summary, we may

collect them here :

1. Annual military expenditure has increased at a considerable rate

during the past twenty years. This growth has been particularly
marked amongst the nations of the Third World, whose share of total
world expenditure is rising.

2. There are a number of causes of such expenditure and growth, the
main ones being: (i) the needs of strategy and warfare, (ii) internal

repression, (iii) the inefficiencies of the budgetary process,

(iv) the use of defence expenditure as a fiscal agent, (v) the

needs of ideology, (vi) the vested, interests of the military

establishment, (vii) imperialism.

3. Defence spending forms a significant proportion of overall public

expenditure, and a number of statistical relationships exist between
the two. Furthermore, there is a positive relationship between

defence spending and economic development.

4. In keeping with the growth of expenditure, military manpower has
also increased during the period, although at a slower rate.
Even so, such manpower can produce potential economic benefits for

society as v/ell as demanding resource committment. This dual nature
also characterises domestic defence production, which can yield

industrial, entrepreneurial and multiplier benefits. In spite of
such effects, however, the net opportunity costs of defence spending
are still positive.

5. Military trade and aid have also grown during the past two decades,
due to (i) the DCs' desires for hegemony, (ii) the benefits to DCs
of arms exports, (iii) the needs of warfare, (iv) the LDCs' desire
to purchase 'prestige' equipment. In aggregate, such assistance
represents a resource cost, although the coxncept of cost cannot

legitimately, be applied in those nations importing for war purposes.

In other cases, the actual resource cost will depend upon the

political relationships peculiar to the LDC and DC supplier concerned.
6. Expenditure under military regimes might increase in the short-

term, after a coup, although there seems no reason to expect this
trend to continue indefinitely. Nations governed by military regimes
have generally experienced advances in economic growth, but there
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exists the possibility that social costs have been imposed.

7. Measures to lower the levels of military expenditure have, in the

past, met with little success. However, as the experience of.several
nations suggests, it might be possible to minimise the economic

burden of defence by deliberate policy measures. The techniques

employed might range from the simple use of the military's specialist

knowledge and equipment for occasional projects, to the establishment

of a trained land-army to continuously indulge in productive

enterprise. • Such activities, coupled with forms of national service,
could enhance the prospects for production, education, ideological

committment, and, ultimately, development.

What is the future of military expenditure ? As yet, we have no

evidence of any practical ceiling to spending levels. Of all the nations

listed in Table 4, only a handful have not steadily increased their
defence allocations in recent years. In all such cases, the expenditure
cuts have been marginal, of the order of a fraction of a percentage

point. We must therefore conclude on the basis of our analysis that

military expenditure, ceteris paribus, will continue to rise, and the

history of disarmament negotiations does not suggest that 'ceteris

paribus'■will cease to apply in the foreseeable future.
This fact makes it all the more important for the nations of the

world to adopt methods for the reduction of the burden of defence. Nowhere
is this necessity more apparant than in the countries of the Third World,
where resources for development and progress are already in short supply.
Even so, the efficient allocation of resources is only one half of the

problem of economic progress. The other is ideology - the development of
the will to utilise such available resources in the construction of the

desired society. As we have seen, the military sector can be an obstacle
in the path of social reconstruction, by acting to further its own

interests. However, with proper management, it can also adopt a dynamic
role in the development process, and it is in the interests of the
Third World governments to ensure that the assumption of this role is
facilitated.

It is foolish to deny that the solutions to the military problem
are complex and politically dangerous. Similarly, it is unwise to deny
that such solutions must be found, in view of the alternatives which

appear much less attractive.

In 194-6, Aldous Huxley observed that 'Brave Hew World' needed no

revisions as its substantive predictions appeared to be holding true.

In a ..similar manner, his arguemehts of 1945 present one possible outcome



11

of the drastic rises in militarisation - Huxley uses the term to mean

the expansion of the regular, professional armed forces - without some

form of control, either by disarmament or by integration policy :

" Indeed, unless we choose to decentralise and to use applied

science, not as the end to which human beings are to be made the means,

but as the means to producing a race of free individuals, we have only
two alternatives to choose from; either a number of national, militarized

totalitarianisms, having as their root the terror of the atomic bomb
and as their consequence the destruction of civilisation (or, if the
warfare is limited, the perpetuation of militarism); or else one supra¬

national totalitarianism, called into existence by the social chaos

resulting from rapid technological progress in general and the atom
revolution in particular, and developing, under the need for efficiency
and stability, into the welfare-tyranny of Utopia. You pays your money

and you takes your choice
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CHAPTER 8 - FOOTNOTES

Chapter 1 - Introduction

1. For a discussion of the ideological bias towards equilibrium in
US writing, see C.E.Russett, (1966), The concept of equilibrium
in American social thought, Yale University Press.

2. M. Janowitz, in Van Doorn, (1968), p. 15. Janowitz is mainly
concerned with problems for sociological analysis, but his
substantive points hold true for all disciplines.

3. SIPRI, (1971), p. 83.

Chapter 2 - The Growth of Military Expenditure

1. For a survey of statistical and conceptual problems in national
income accounting, see D.K.Whynes, ( 1974), '' The measurement of
comparative development - A survey and critique " Journal of
Modern African Studies, XII, 1.

2. The countries of NATO are : USA, Canada, Belgium, Denmark, France,
West Germany, Greece, Italy, Luxembourg, Netherlands, Norway,
Portugal, Turkey, UK.
The countries in the Warsaw Pact group are : Bulgaria, Czechoslovakia,
German DR, Hungary, Poland, Romania, USSR.
See SIPRI, (1973), p. 236.

3. The implications of Chinese military expenditures will be examined at
greater length in Chapter 6.

4. Except where otherwise indicated, the countries making up each
geographical group are :
Africa - Algeria, Burundi, Cameroon, C.A.R., Congo, Dahomey,
Ethiopia, Gabon, Ghana, Guinea, Ivory Coast, Kenya, Liberia, Libya,
ffialagassy Rep., Malawi, "Mali, Mauretania, Mauritius, Morocco,
Niger, Nigeria, Rhodesia, Senegal, Sierra Leone, Somalia, South
Africa, Sudan, Togo, Tunisia, Uganda, U.R.Tanzania, Upper Volta,
Zaire, Zambia.
Central America - Costa Rica, Cuba, Dominican Rep., El Salvador,
Guatemala, Haiti, Honduras, Jamacia, Mexico, xlicaragua, Panama.
South America - Argentina, Bolivia, Brazil, Chile Colombia, Ecuador,
Guyana, Paraguay, Peru, Uruaguay, Venezuela.
Latin America - Central and Southern America
Far East - 3urma, Indonesia, Japan, Korea (N. and S.), Laos,
Malaysia, Mongolia, Philippines, Singapore, Taiwan, Thailand,
Vietnam (N. and S.).
Middle East - Cyprus, Egypt, Iran, Iraq, Israel, Jordan, Kuwait,
Lebanon, Saudi Arabia, Syria.
South Asia - Afghanistan, India, Nepal, Pakistan, Ceylon.

5. See Rapoport, (1968), especially the introduction.

6. See R.Aron, (1958), On War, London , and (1966), Peace and War,
London. Also H.Kahn, (1960), On Thermonuclear War, Princeton
University Press.

7. R.S.McNamara, (1968), The Esscence of Security, London, p. 166.
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8. See Bell's study of the African military, in Van Doom, (19oQ),
PP. 259 - 273, especially, p. 263-4-

9. Data from SIPRI, (1972), p. 92-3.

10. Baran, (1957), p. 414- Emphasis in original.

11. UN, (1971), p. 649.

12. For a detailed analysis of the Ghana coup, see Fitch and Oppenheimer,
(1966), and first, (1970).

13. For I.Iahalanobis ' model, see Bronfenbrenner, ( 1960), " A simplified
Mahalanobis model ", Economic Development and Cultural Change,
October. For Fei and Chiang, see " Maximum Speed Development through
Austerity " in I. Adelman and E. Thorbecke, (1966), The Theory and
Design of Economic Development Baltimore. Also, Nelson, (1956),
" The low-level equilibrium trap " American Economic Review, July.

14. For decision-making under the budgetary process, see A.Wildavsky,
(1964), The Politics of the Budgetary Process, Boston. Also, Hitch,
(1965) and Enthoven, (1963).

15. Enthoven, (1963), p. 416.

16. Gutteridge, (1965), p.58.

17. See Minter, (1972). Data from UN (1972), p. 723- The exchange rate
is approx. 3 escudos to one US dollar.

18. Baran and Sweezy, (1968), pp. 178-183.

19. Minter, (1972). p. 46.

20. Peacock and Wiseman, (1961), p. xxiv.

21. Gupta, (1969), p. 27.

22. Data from C.F.Schwartz and G.Jasni, (1958), US Income and Output,
US Department of Commerce, and also A.E.Holmans, (1961 ), United"
States Fiscal Policy, 1945-1959, Oxford University Press. Quotation
from Holmans, p. 156.

23. UN (1972), p 662.

24. The correlation coefficient between these two variables exceeds 0.95.

25. The base of the logarithms also differs; Gupta's base was 10, whilst
these figures are expressed in terras of base 'e'. This latter base
was employed because of the requirements of the computational
technique, which was used in calculating the regression equations.

26. For this equation, a sample of 60 was used, as 5 nations did not
possess data for 1969. These were : Sudan, Ceylon, Malaysia,
Chile, Peru.

27. Different data sources for military expenditure are not always
consistent - this is especially true of USACDA and SIPRI.
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Chapter 3 - Domestic Defence, Expenditure

1. For a comprehensive analysis of the spin-off of military technology
to industry during the initial industrialisation of the UK, see
C.Trebilcock, (1969), " Spin-Off in British Economic History;
Armaments and Technology, 1760-1914 ", Economic history Review,
2 nd. series, XXII, pp. 474-490. Also a 'Comment' by D.G.Paterson
and a reply by Trebilcock in c.IKI', , XXIV, pp. 463-8. For the
effects of spin-off from the US aero-space program, see UK, (1969),
Practical Benefits of Space Exploration, fJew York.

2. The countries engaging in a significant amount of defence production
are : Argentina, Brazil, India, Egypt. Other Third World nations
which engage in a limited amount of production, such as small-arms
and simple missiles are : Burma, Chile, Ceylon, Colombia, Cuba,
Dominican Hep., El Salvador, Korea, Indonesia, Iran, Mexico, Nigeria,
Pakistan, Paraguay, Peru, Taiwan, Turkey, Thailand.
See SIPRI, (1971;, Table 22.1, p. 725.

3. See V.Dagli, (1969) and SIPRI, (1971), pp. 741-58.

4. SIPRI, (1971), P. 735.

5. op.cit., pp. 738-9.

6. Bolton, (1966;, p. 12.

7. USACDA, (1972), pp. 1-7.

8. See Booth, (1970).

9. See Meier, (1970), pp. 431-9, for a discussion of the problems
of labor absorption. Data from this source.

10. Peil, (1969), p. 419.

11. See H.Reynolds, (1969), " Economic Development with surplus labor-
Some Complications ", Oxford Economic Papers, March. Also Meier,
loc.cit.

12. Gutteridge, (1965), p. 76-7.

13. Harbison and Myers, (1965), p.63.

14. Supplementary Statement on Defence Policy, Cmnd. 4521, (1970),
H.M.S.O., p. 9.

15. See Janowitz, (1964), p. 76.

16. See Stixel, (1972), and Lissak, (1964).

17. Kilson, (1963), p. 426-7.

18. L.Pye, in Johnson, (1962), p. 76 and 77.

19. Data from UN, (1971a-) and USACDA, (1972). In this section, multiples
of millions are expressed in American terms.

20. SIPRI, (1972), p. 281.
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21. The UN has presented a number of reports on the effects of defence
expenditures and the possibilities of disarmament. The principal
work to date is UN, (1972a;.

22. See National Economic Development Council, (1963), Growth of the
United Kingdom to 1966, ii.M.S.O. ~

23. Benoit, (19&7), p. 52. Tn Benoit and lubell's analysis, there is
some contradiction between data presented in the tables and the
conclusions drawn in the text. Por our purposes, the former has
been consistently employed.

24. op.cit., p. 56.

25. The possibilities of this 'wasteage' being eliminated by a process
of disarmament, and the problems of such a transition, will be
discussed in Chapter 6.

Chapter 4 - Military Trade and Aid

1. SIPRI (1971 ), p. 261.

2. "Composite Report of the President's Committee to Study the United
States Military Assistance Program ( The Draper Report ), (1959),
Y/ashington, Vol 1, p. 141.

3. Por the use of leverage by DCs, see Hayter (1371), and for its
relevance to aid-giving, see M.Davenport (1970), " The Allocation
of Porcign Aid ", Yorkshire Bulletin of Economic Research, XXII, 1.

4. SIPRI (1971), pp. 506-15.

5. See Hayter (1971) and Stepan (1971).

6. See K.Hartley (1965;, " The Learning curve and its applications
to the Aircraft industry ", Journal of Industrial Economics, XIII,
2. Also the same author, (1969), " Estimating Military Aircraft
Production outlays: the British experience ", Economic Journal,
XXIX, December.

7. SIPRI (1971), P. 235.

8. Por detailed derivation, see Kende (1972), pp. 13-16.

9. Kende (1972), p. 43.

I.0. See Eldridge (1969 ), PP. 163-171.

II. SIPRI (1971), PP. 691-702.

12. The basis of this table is SIPRl's estimates of the actual resource
costs of weapon imports, allowing for differing terms of payment,
(SIPRI, 1973, P?. 313—7 for method). This total has been doubled
to allow for minor weapons (SIPRI, 1971, p. 83), and has also been
deflated by a price-index (UN, 1972, Table 177), to allow Sl'PRI's
1968-base figures to be compared with the UN 1963-base figures. The
index has been weighted according to the export shares of the main
DC suppliers.

13. SIPRI (1971), PP. 305-9.



14. SIPRI (1971), p. 144-5.

15. SIPRI (1971), ioo. cit.

16. It could be argued that the availability of sophistocated weapons
Is an actual encouragement to IDCs to wage a war that might have
been precluded by their low armament status. Such a war might, of
course, necessitate increased imports.

Chapter 5 - Military Regimes

1. Luttwak (1968), Appendix C, p. 181-4.

2. Indonesian army commander, quoted by Polomka (1971), P. 110

3. loftus (1968), p. 38. Emphasis in original. See particularly pp.34-

4. SIPRI (1971), p. 727, 732, 697.

5. Stepan (1971 ), p. 21.

6. See A. de Tocqueville, (1961), Democracy in America, New York, II,
p. 324 passim. Also Shills in Johnson (1962) and Gutteridge (1965)

7. Por a detailed review of the organisation of the military, see
little (1971), especially the papers by Janowitz, Moskos and George

8. Janowitz (1964)» p. 42.

9. See Pirst (1970), Pitch and Oppenheimer (1966), Pinkney (1972).

10. UN (1971 ), P. 557.

11. Polomka (1971 ), PP. 110—131.

12. UN (1971), p.557. The military's function as a productive force
is discussed in Chapter 6.

13. Stepan (1971), pp. 213-66 and Jaguaribe (1968), pp. 187-93.

Chapter 6 - Mi lit siry Policy for Development

1. The introduction of efficiency into the budgetary process is dealt
v/ith at length in Hitch and McKean (1960), Part 2, pp. 105 - 242.
See also the Appendix, pp. 361 - 40o. An operational example is
also provided, pp. 133-57.

2. It is believed that only one of the 16 missiles carried by the
UK Polaris submarine would be sufficient to totally destroy the
city of Moscow. It is clearly pointless for the Soviet planners to
consider anything less than complete coverage.

3. Suits, in Benoit and Boulding (1963), p. 111.

4.. The Times, April 20, 1974, ?. 4. Kennedy was speaking at the Soviet
Institute for United States Studies.

5. SIPRI (1973), Tine Introduction, p. xvii.
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6. Lee (1969), p. 132 passim.

7. Harming (1967), p. xvii.

8. See Harming C1967 7, P. 28.

9. Indonesian army commander, quoted by Polornka (1971), p. 111.

10. Ibid. p. 110.

11. Lis sale ( 1964), p. 14.

12. In Yuan-Li Wu (1973), p. 802.

13. J.K.Nyerere (1970), Speech-to the Mary-Knoll Congress, Dar es Salaam.

14. See Whitson (1972), especially p. 215-27. This volume is possibly
the best source on the Chinese army at present, but it underrates
the ideological and economic contributions of militarisation. The
source for primary materials is Cheng (1966).

15. Ellis and Joffre, in Yuan-Li Wu (1973), p. 268.

16. For a useful analysis of this aspect of strategy, see I\Toam Chomsky,
(1969 )» -American Power and the iJevv Mandarins, London.

17. For further details of the array's role in.the Cultural Revolution,
see J.D.Jordan in Whitson (1972), pp. 25-46. Also, Joan Robinson,
(1970), The Cultural Revolution in China, London.

18. Yeh, in Yuan-Li Wu (1973), p. 483.

19. J.K.Nyerere, quoted by Smith (1973), p. 119-20.

20. J.K.Nyerere (1371), p. 64.

21. Tanzania ( 1969), p.62.

22. See Callaway (1963). Again, the role of the military is not
appreciated.

23. See Meier (1970), especially p. 90-1,
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