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Chapter 8

Effects for Developing Countries of the
East-West Disarmament Process

Jacques Fontanel

The disarmament procedures entered into voluntarily or involuntarily by NATO and the
Warsaw Pact are bound to have important consequences for developing countries’. Many efforts
are being made, even if the results still remain extremely disappointing and at all events not
sufficiently decisive to ensure, even in the short term, a situation favourable to the emergence
of a society at peace’. A number of questions have been raised:

(@) Does this progressive disarmament process stem from the considered desires of the States
concemed or is it the result of a particularly alarming economic simation liable directly to0
challenge the very conditions of intemational security®? In fact, public opinion in most
States is favourable 1o disarmament procedures. In a simation of economic crisis,
discontent grows and it becomes even more difficult to run a heavily militarized economy.
The present situation over disarmament, which finds its expression more in the political
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than in lhemilimyortbcsmgiccomcxt.ishiglﬂycxccptionalandcannotmllybe
interpreted on the basis of historical examples. It appears 10 be extremely original, as was
thzuninmupwdpedodoftbca:msmmmhashswdformmmanhalfaccmmy. It
may cven be said that it is a novel siration for the Great Powers, one that is liable
significantly to modify the whole of their foreign policy. It has been said that United States
foreign policy will lose the sextant by which the ship of State has been navigated since
1945,andthatthcdividcndsofpcaccvdﬂnotbcﬁﬂlyembodicdinthemoncythaxwﬂlbc
freed, but will also include the categories of thought that will ultimately flourish®. In that
context, there arc three different interpretations of disarmament:

(1) First, it may be concerned with the reduction of excess armaments, and consequently
it turns out to be necessary, at some point or other, to define the concept of excessive
stocks of weapons. It is likely that, under those conditions, economic factors will not
be the tools best suited to be reliable indicators. On the one hand, having regard to
the international agreements in force and to the technological features of the materials,
some types of carriers, such as nuclear missiles, are decidedly more cffective than
conventional armaments, at a relatively low cost having regard to the strategic, military
and political advantages that they confer. On the other hand, the balance of power is
often expressed in terms of thresholds and a scaling down of military expenditure does
not necessarily result in the previous balance of power being maintained. At the
present time the principal expression of disarmament is in the destruction of existing
stocks (that is 10 say 4 per cent of all nuclear forces), but also in the foreseeable and
practically unilateral limitation of military expenditure. Destroying missiles is a costly
business and the saving of a billion dollars on the budget of the Pentagon immediately
leads 10 the disappearance of 38,000 jobs®. In other words, disarmament taking the
formofthcdmtmcliouofmililarymamtia]smcnappcarsasaoostandthcpossiblc
transfers of resources should initally serve to offset the costs inherent in this collective
decision;

(i) Next, disarmament can be imposed by disastrous national economic conditions.
Governments are beginning to ponder the economic effectiveness of the arms race and,
particularly, the adverse long-term effects that it may have on the amount of the
resources available to maintain adequate military forces®. In other words, if the effect
of today's axmmtonthcnaﬁonalcoonomyismpmduccmoessionthmmaybca
hindrance for tomorrow’s armament and, consequently, for tomorrow’s defence. The
dynamics of military expenditure progressively saps the economic foundations of the
Gthowus,aboveaﬂwbcnmcinwmaﬁonalpoﬁﬁcalandsocialdimmcisan
obstacle to cconomic use of the possible effects of domination through the power
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developed by the balance of power of national armed forces. It has been stated that
nauonalsecumycannolongcrbca.nalysedmpurelynnhmrytenns economic security
must also be taken into account’. Furthermore, public opinion is less and less willing
to put up with the restrictions on private and public non-military consumption brought
about by the military effort. "This is probably the prevailing situation as we enter the
1990s., Under these conditions, it is less a matter of sceking disarmament for
X" disarmament’s sake than of finding new resources capable of promoting the struggle
against an economic crisis that is deemed intolerable. Strategic tensions between the
Great Powers then tend to decrease, 1w the advantage of an international “climate™
conducive 10 economic development. The countries responsible for the arms race,
having previously extolled the merits of military invesmment for their development,
begin to ponder the existence of an economic dead end with which their military and
strategic power is threatencd in the fairly short term. Each State, while keeping
generally 10 its positions, seeks to obtain a reduction of the military effort of the other,
not so much so as to acquire a strategic advantage but rather to be in a position
effectively to combat the discontent of its own population or to be able to further new
economic conguests liable ultimately to strengthen the country’s strategic power,;
(iii) Lastly, disarmament presupposes a real process of the reduction of opposing forces,
without reference to massive stocks of weapons, but with the idea of establishing a
lasting peace able to overcome the ideological, political and religious differences that
sometimes lead to situations of armed crises. This is the simuation that is the most
favourable to true disarmament However, the question that remains unanswered is
knowing whether the conditions for peace have really been established or whether it
may not rather be a historical stage of breathlessness in the arms race after several
decades of unintermupted effort.

At the present time States remain extremely distrustful in general It does indeed appear
that the second interpretation may be the correct one. However, a disarmament procedure is
capable of giving rise to new situarions of mumal confidence, which prompt a real awareness of
the need 10 maintain the effort to reduce military expenditure so as t0 perpetuate this essential
“breathing space™ in the interests of international civilian consumption. The reduction of military
expendimre, if negotiated, does raise problems of internarional comparisons and comparisons in
time that are difficult to resolve, but for which it has already been possible to find some
interesting solutions®.

(a) Is not this disarmament the premise for an economic raprochement between West and East
capable of further reducing the scale of economic flows between North and South? When

Charles William Maynes, "America without the cold war™, Foreign Policy, Spring. 1990,

Hans Christum Cars and Jacques Fontanel, "Military Expenditure Comparisons®, Peace, Defence and Economic Analysis.
Proceedings of a Conference held i Stockholm jointly by the Int=mational Economic Association snd the Stockholm
Insemational Research Institute, Christian Schmidt and Frank Blackaby, eds. (London, Macmillen Press, 1987); Jacques
Fontmel, Les Comparmisans des dépenses malitazres dans les pays de I'OCDE. ARES, Défense et Séewrité, Vol X1, No.
1, 1989 (Collection "Course sux mrmemens &t désarmement™, eds. Guilhaudis and Fontanel).



(b)

(c)

(d)

we analyse the speed with which the monetary unity of Germany, followed by economic
and political unity are being carried out, we may note that the poles of exchange and
development that have been dominant since 1945 are on the way to being displaced
principally in favour of the countries of the East, which appear to be more dynamic and
richer in high-quality human resources than the countries of the South. Under these
conditions, this process of disarmament heralding new economic exchanges is modifying
the map of countries that constitute risks in favour of the European socialist countries.
There is undeniably a considerable risk that countries of the third world will be supplanted
even should disarmament measures have positive effects in the main on the whole of the
world economy. Conversely, the developing countries have to set about acting and
atrracting capital unless they wish to be the ones who are overlooked at the end of the
twentieth century. There is a risk thar aid 1o third world countries will be diverted to the
countries of the East that offer better prospects of development;

What are the specific economic costs of this disarmament and what will be the reactions
of enterprises concemed with military activities, especially in their search for new outlets?
The conversion of arms industrics to other economic activities may have obvious positive
cffects on the wellbeing of the populations of countrics, but may also exhibit some
undesirable effects that ought not to be overlooked in the short term’. When faced with
the strengthening of international competition, converted industries may seek, in particular,
ncw outlets that presuppose competition with products exported or sold locally by
developing countries. Under these conditions, unless the poorest countries take real
measures to protect themselves, the result may be that their national companies lose their
compettiveness and this may lead cither to economic collapse or, at best, to the
cstablishment of foreign industries and a drastic reduction in the amount of freedom that
the State has in the management of the economy;

Will this disarmament be cffected in the context of assistance to the countries of the third
world or will it be confined 10 a regular reduction of military expenditure, the expected
economic benefits of which over a period of more than one year will be re-invested in the
country itself, without international transfer? The United States appear to be interested
mainly in limitation of the deficiency of public revenue, restoration of national savings and
a reduction of interest rates'®. The social problems facing the Soviet Union are
sufficicntly serious to limit its ambitions 0 the restoration of its economy. France and the
United Kingdom have not yet decided to make a significant disarmament effort. These
countrics together account for more than two thirds of world military expenditure. In other
words, at least in the short term, it appears unlikely that transfers to developing countries
will be able to develop even given the existence of a potential disarmament situation;
Will this disarmament affect the poorest countrics, which are generally heavily penalized
by the problems of international debt and famine? On first analysis it is clear that reduction
of the national armament effort is bound to have positive cffects, especially when

Wally Sauys, Défense et économic. Mythes er réalités (Bruxelles, Centre d"Enudes de Défense), No. 26, May 1989,
Charies Schulzze, "Usc the peace dividend to increase saving”, Challenge, March-April 1990; Lawrence R. Klein, "The
ecanomics of tuming swords ino plowshares”, Challenge, March-Apxil 1990,



armaments are imported, other things being equal. However, a reduction of military outlay
is capable of climinating all concern for national defence and of leading to a gradual
resurgence of regional wars, owing to the weakness of the opposing forces. It should be
recalled, morcover, that some States have sought to use their armaments industry to favour
policies of import substitution, growth through exports and industrializing industries”. In
that context, the manner of coping with the existence of technical and manpower resources
rendered obsolete by a new decision and a new international situation, even if heavy
investment has already been committed in this sector, will be revealing of the intentions of
the developing countries and cven perhaps, more broadly, of the real potentialities of lasting
disarmament. Lastly, a disarmament procedure almost invariably involves the opening of
economic fronters. This situation produces results that are the subject of great controversy
berween those who commend the impetus generated by the liberalization of trade and those
who fear the rapid expansion of new effects of domination that are favourable to the
developed countries and are responsible for the continuous bogging down of the economics
of third world countries.

The impact of a disarmament procedure on the economy of third world countries is a

question that needs 10 be apprehended at two levels:

(a)

(b)

Reduction of the military effort permits the development of new economic activities and
is favourable to international exchanges. Third world counmies will benefit from this
context conducive 1o internarional economic growth;

Third world countries will also be led to disarm, which should make it easier to use
currency for civilian purposes, to reduce unproductive expenditure and to promote
redeployment of military acuvities that are not very profitable (when they are profitable at
all) and are in any case economigally highly risky.

International Economic Growth Brought about by the
Disarmament Process as an Instrument for the
Development of Third World Countries

Disarmament is a procedure that very rapidly improves the international economic situation

even if it is capable of producing some problems over economic conditions and some regional

problems. This general proposition is confirmed by recent history, especially in the interpretation
of the events that followed the last world war, the Korean war and the Vietnamese war. The first
question is 10 determine whether the current disarmament of the United States and the Soviet
Union is capable of creating new opportunities for growth. Most economists consider that
countries that disarm will reap the benefits of new growth potential. The second question is to

* Jacques Fontane! and José¢ Drummond-Saraiva, Les industries d" armement comme vectewrs du développement économique
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know whether all developing countries can effectively benefit from this economic upsurge, having
regard to the inter-dependence of national economies.

Current Disarmament and World Grow:th

It is of interest to analyse the nature of disarmament, since that nature may modify the
expected economic impact. Moreover it is of interest to give prominence to the foreseeable
cconomic activity of the Great Powers, principally the United States and the USSR, in order to
understand the economic consequences of a reduction of their economic defence effort on third
world countries.

1.  The economic forms of disarmament

Curmrent disarmament is taking two forms: on the one hand, negotiations on the (highly)
partial destruction of existing stocks of weapons and, on the other hand, a generalized trend
towards restricting the economic defence effort that finds its expression in a reduction in the
natonal ratios between military expenditure and the Gross Domestic Product. From the
economic standpoint the two forms of disarmament have different consequences:

{a) The first form implies additonal costs at the outset for the elimination of excess
stocks, followed by a decline in expenditure on the handling and possibly the
monitoring of particularly hazardous equipment,

(b) The second form of disarmament leads of necessity, other things being equal, 10 a
reduction of military might, but it may be effected in the short term without
necessarily implying any process of reduction of the opposing forces, particularly by
strict control of possible wastage, restriction on commitments to carry out research and
development, the introduction of conscription at a lower cost than an army of regular
soldiers and strategic options that have the effect of favouring more cost-effective
weapons, in particular nuclear weapons™.

We may give consideration 10 the existing conditions of the relationship berween economic
growth and disarmament and principally to the driving force behind current developments. In
other words, is disarmament a consequence of the economic crisis or vice versa; is it impossible
to find a solution 10 the economic crisis other than through a procedure of disarmament? It is
probably impossible to give a peremptory answer to this question. Nevertheless, at least for the
countries of eastern Europe, it does really appear that the priority given to the military sector has
had rather adverse effects on the economies of those countries, although it is difficult to calculate
the effective cost, having regard 10 the existence of planned prices thar are, w0 say the least, only
a limited reflection of economic "reality™.

2 Jacques Fontanel, "Le coiit du nuclésire militsire dans le monde”, Le désarmement powr le développement, Fontane) snd
Guilhuwsdis, eds. (Grenoble, ARES, Collection Désarmement & cowrse axx armements, 1986).



‘ Economists have no doubt in their own minds that a reduction of military expenditure tends
to have a positive effect in the long term on the cconomy of a country, obviously provided that
there are no potential armed conflicts. With the new strategies of dissuasion it is quite difficult
to know how useful defence forces actually are since, given that history never repeats itself in
exactly the same way, it is impossible to determine with certainty what actual contribution the
defence effort of a country makes 1o the decision of another country not to stir up a conflict from
which it could derive politico-cconomic advantages. It is therefore more of interest 1o raise the
question of disarmament in the context of hypotheses on excessive levels of armaments and on
the status quo of the opposing forces, it being understood that no decisive strategic modifications
are to be expected, at least in the short term, from the Great Powers, even if the treatment of
military R&D is capable in the longer term of bringing about a nmew balance of power.
Disarmament ought not to be thought of exclusively as a transfer of resources to the benefit of
the civilian cconomy; it must also be analysed in 2 dynamic context of the reduction of opposing
forces and of the maintenance of balances that are essentially of a precarious nature when once
the major strategic and economic variables become the subject of appreciable modification.

In furtherance of our argument we shall therefore hypothesize that the present procedurcs
of disarmament arc taking place in the context of a struggle against excessive levels of
armaments, bur that the major strategic equilibria will be maintained with a considerable
likelihood of success at least untl the end of the 20th century. However, it is relatively difficult
to accept this larter proposition having regard to the considerable changes that have arisen during
this past year, particularly with the impending unification of Germany and the degencration of
the Warsaw Pact. Nevertheless, the strategic military forces of the countries of the East were and
remain completely dominated by the Soviet Union and consequently the hypothesis retains an
adequate degree of realism, for the present

2. The economic activity of the grear powers in the present context of disarmament

As far as Lawrence Klein and Charles Schultze are concemned, a procedure of disarmament
will necessarily have a positive effect on the American economy®. The production of civilian
capital goods is extremely useful when it replaces military output, because the former gives rise
to new earnings flows, whereas the latter is used to destroy or to be destroyed without any
cconomic return. Thus, the usefulness of a motorway will extend far beyond the expenditure
period and will be conducive to the expression of other uses. As regards military equipment, the
first condition is not always, and the second hardly ever ensured. All conversion from the
civilian to the military lcads, a priori, 1o an indisputable economic gain (sic), even if some
problems of economic or regional conditions may occasionally admit of a little doubt. The
reduction of military expenditure ought not however to lead 10 a restriction on overall demand
and the government ought to engage simultancously in a policy of compensatory public
expendinre or reduction of the budgetary deficit.

¥ Charles Schulze, “Use the peace dividend 10 tncrease saving”, Challenge, Mzch-April 1990; Lawrence R. Klein, "The
economics of tuming swords into plowzhares”, Challenge, March-April 1990.



~ For the United States, Klein recommends progressive reduction of the public deficit, the
effect of which would be firstly to reduce the rate of interest, then to limit the cost of debt
servicing, and ultimately to improve export positions. There would in effect be a renovation of
heavily indebted economies that would receive a truc subsidy from the reduction of interest rates
and would then be in a position once again to become importers of American products. In the
short term some major American enterprises would experience a considerable reduction in their
public orders, in particular McDonnel Douglas, General Dynamics, General Electric, Tenneco and
Raytheon, which together have more than US $130 billion worth of Pentagon contracts.
In the medium term, lower interest rates will lead to more investment and that siation will be
favourable both to international trade and to reduction of the public deficit. It is noteworthy that
a change in interest rates would be bound to have important effects on foreign exchange
markets’. Lastly, military expenditure exerts undeniable inflationary tensions, becausc the
economy provides salaries without a flow of goods being produced in exchange.

Under these conditions, the reduction of defence expenditure furthers the competitiveness
and productivity of American enterprises”, the more so because the technological spin-offs of
the military sector are regarded as inefficient and costly. The LINK model posed the queston
of what the economic impact of a 3 per cent reduction in military expenditure combined with a
more flexible monetary policy would be. The main reply was that there would be an appreciable
reduction in interest rates, of the order of 2 per cent. Charles Schultze of the Brookings
Instimution is putting forward a plan for a progressive reduction of military expenditure of the
order of 50 billion dollars over five years (falling from 287 to 237 billion dollars between 1989
and 1994); the "economics" thus made would be set off and one-fifth would be used for federal
civilian expenditure on high-priority programmes, and the remainder to reduce the public deficit.
A few years ago when the United States caught a cold the western countries went down with
bronchitis. At the present ime Europe is progressively becoming the economic centre of the
world and its regular process of integration should lead to important positive effects for the whole
of the world economy. The Government of the United States no longer plays the dominant
economic role that has been its since the last world war and the effects that the developing
countries may expect from a reduction in the military expenditure of the United States are only
indirect cffects, mainly through the channel of the progressive reduction of interest rates. It
should be added thar a procedure of disarmament by the United States has global (and certainly
non-structural) significance only if its allics do not increase their own military effort in the
framework of an agreement 1o share the burden of defence'. Furthermore, a changing

¥ Christien Schemidt, Revie d"Economie Politigue, 1987.
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economic situation is sometimes the source or the cause of new potentialities for conflict and
rearmament”,

Two fundamental problems are currently being raised in the countries of the East, namely
the restructuring of their economy and the reduction of military expenditure. The USSR for long
carried out a process of "paradoxical militarism", under which the strategic emphasis was laid
on the ostentatious aspects of force, the politico-strategic purpose of which was often realized
even at the expense of the real effectiveness of the armed forces. At present the Soviet Union
desires a disarmament procedure because the economic impact of military expenditure is too
heavy for a stricken economy. Mr. Mikhail Gorbachev clearly expressed this willingness when
he stated that "development and international relations have been distorted by the arms race and
militarization of the way of thinking™®. This is an essential point of the new Soviet strategy.
Klein considers that a 5 per cent reduction in military expenditure in Poland is associated with
a 3 per cent expansion in expenditure for civilian consumption. Allowing for the fact that the
armament markets were highly controlled by quotas, there is here a new opening for international
trade which should swengthen relations of interdependence and solidarity. However, there are
no known cconometric or quantitative studics to demonstratc the cconomic interest of a
disarmament procedure in the countries of eastem Europe. Reconversions scarcely seem to pose
problems in the short term in the context of a planned economy, even though the urgency of the
action that needs to be taken to stimulate the economy makes most modifications both tricky and
necessary. Morcover, conversions should raise fewer problems than in westemn countries because
many military enterprises already work in the civilian sector. In the opinion of Cooper™, half
the electric steel, a quarter of railway equipment and more than a fifth of consumer goods are
already being produced by the military sector, which points 1 good prospects for reconversion
in a country in which private consumption stll remains limited and open to good development
prospects.

Logically, the flow of international capital to the countries of the East ought not to come
from the United States, but rather from France, Germany and Japan. The United States will be
led initally to deal with its internal economic problems, especially the ill-considered lowering
of the rate of national saving. There are few economic studies on the impact of disarmament on

" Bruce Russett, "Economic change as a cause of international conflict”, Peace, Defence and Ecomomic Analysis.
Proceedings of a Conference held in Stockholm jointly by the Intermational Economic Association and the Stockholm
International Research Instinnte, Christian Schmadt and Frank Blackaby, eds. (London, Macmillan Press, 1987).

¥ Jacques Supir, "URSS. La conversion de ["industrie militaire vers le sectour cavil”, Informations et Commentaires, No.
68 (July-September 1989).

¥ Cited in the article by Jacques Decomoy, op. cit., p. 16.
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.the economies of France® and the United Kingdom®, and they do not relate to the current
situation. It is the actual proof thar, despite some statements to the contrary, the two
Govermnments do not really wish to commit themselves to the path of disarmament. Moreover,
it does not appear that Germany or Japan have decided to reduce their armament effort, at least
in the short term™, However, the debates are becoming increasingly contradictory and it is
probable that these two countries will in the end follow the disarmament trend to which the two
Great Powers have given impetus.

Will the World Growth Instgared by Disarmament also Affect the Developing Countries?

The impact of the disarmament of the Great Powers on the economy of third world
countries is a question that is in general not much debawed. The prevailing idea is that the
improvement in the economic situation of the rich countries is bound, in the long term, to have
only positive consequeaces for the developing countrics. That analysis is probably not very
sausfactory in fact, because it omits the emergence of new balances of forces capable, at least
in the medium term, of substantially modifying the relative economic development conditions of
the countries of the whole world.

1. The fundamental question of the passing on of economic growth and development

Economists traditionally ponder the interdependence of States and the international
spreading of economic growth. In the view of classical and Liberal authors the least well-off
countrics arc absorbed by the richest countries and therefore benefit from their development.
Socialist, Marxist and mercantlist authors find this analysis inadequate because it fails to have
regard to the balance of power. Two questions must then be raised in the context of disarmament
liable to lead to accelerated development in the industrialized countries:

(a) Will the Great Powers lose the advantages of their effects of domination which also
find expression in the economic order? It is probably not yet the time to ask this
question because, despite the willingness 10 disarm, the disparites that exist between
the forces of third world States and those of the industrialized countries are so great
that nothing would appear to have to change in the immediate future;

(b) Is the stwengthening of the economies of the developed countries conducive to
development in the least well-off countries? This question invites several replies. In
the liberal view the opening up of trade gives the less well-endowed countries the best
advantages; on the understanding that there is competition between producers, there

™ Jacques Aben, "Désarmement, activité et emploi”, Défense Nationale, May 1981.

# Keith Hartley, "Reducing defence expendinze: = public choice aalysis end 2 case study of the UK”, Peace, Defence and
Economic Analysis. Proceedings of & Conference held in Stockholm jointly by the International Economic Associasion
and the Siockholm International Research Instmse, Christian Schaidt and Frank Blackaby, eds. (London, Macmillan Press,
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® Jun Nishihaws, "Note on the mmpact of military expendinre on the Japancse economy®, The Economics of Milizary
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Economic Association (Paris, Macmillam, 1987),



are not really any effects of domination, at least in the economic order; a reduction of
military expenditure reduces internarional tension and limits the existence of the
caprive markets developed through conflict. The theory of underdevelopment as a
product of development opposes this thesis and considers that the economic situation
of third world countries is likely to deteriorate if, for example, the converted
enterpriscs enter into competition with national products or if they no longer purchase
the raw materials that were the greater part of the export resources of the developing
countrics. We shall not here consider in any depth this fundamental debate, which
would merit lengthy consideration on its own, We shall mercly consider that a
reduction of military expenditure in the developed countries will have nothing but
positve effects for the countrics of the third world provided that this disarmament
procedure is not accompanied by serious reforms affecting international economic
organizarion, which is rather too favourable 10 the major economic powers.

"Basically, the economy of these countries has been made toelly dependent on the developed
countrics. Consequently, the western countries must make restitution and most international
organizations are calling for the establishment of a2 New International Economic Order. In any
casc, we may reject two myths, that of the imponant pan played by colonial outlets for wesiem
industries, and that of western development based on raw materials coming from the third world,
cven if there was an epoch when these relations could have favourable effects for the countries of
the north at the expense of the counmies of the south. Colonizaton is both undoubtedly
responsible for the underdevelopment of many regioas of the warld (the phenomena of cultural
integranon, political nequality and economic exploitation) and a scapegoat invoked 10 explain all
mistakes in the management of the national economies of third world countries. "

The cconomy has become an occasion for and an effective means of making war.
Insecurity is not maintained merely by the arms race, but is also dependent on social and
international inequalitics and domination. The contemporary world of the coexistence of two
cconomic systems that are by namre antagonistic presupposes the existence of 2 continual
conflict, ranging from armed peace to the threat of nuclear war, and taking in local wars,
cconomic retaliatory measures and, more generally, indirect strategies of dissuasion. Economics
is onc weapon, but it is difficult over a lengthy period to create the conditions of national security
without a strong economy capable of bearing the strategic costs and of deploying them. The
countries of the third world are greatly disadvantaged by their weak capacity for economic and
military defence. Military men are obliged to take into account the balance that must be
mainained between defence expenditure, which is often impoverishing, and ultimately the
maintenance of national security. A choice has therefore to be made between security today and
tomorrow. Economic and military power confers cernain advantages on those that have it,
particularly in the ficld of commercial negotiations. The contemporary economy is a barttlefield
and a process of disarmament may lead to a progressive change in the world geography of the
satisfaction of needs.

* Jacques Fontanel, "Aspects économiques de le militarisation et de la démilitarisasion dans I'hémisphére sud®, Collogue
“Géostratégie dans I"hémisphére sud™ (e de la Réunion, June 1990; forthcoming).



equality of its member States, prohibition of the threat or use of force against the territorial
integrity of any Stase, recognition of the inviolability of fronticrs, renunciation of any action
against independence and national unity, non-intervention in the internal affairs of other
States and refraining from giving assistance 10 terrorism, These principles could be
respected by systematic exchanges of military information, the publication of military
cxpenditure, mcwuhdmwalofnoopsﬁum&mnummdlhcmbhshmemofsym
ofwndmddmmmmcamnbawmnuwhmndmihmym

2.  The short-term economic interest of the western industrialized countries for the

third world

Historically, the western countrics used their military strength in their political and
economic conquest of the world. Colonization, a by-product of militarization, is often regarded
as the essendal reason for underdevelopment,
because it led in particular to:

(a) The extension of export crops at the expense of food crops;

(b) Mining actvities;

(c) Worsening of the terms of cxchangc.

(d) The constmucdon of specialized communications routes turned towards the metropolitan
country;

(e) The destucton of local craft indusmies through the competition of manufacrured products;
and

(f) The establishment of nonsensical national fronters.

Despite the idea of disarmament, which had been in mind for some years, there is no
question of the Great Powers lowering their guard and puming a stop to the modemization of
weapon systems or of discontinuing all preparation for possible intervention in the countries of
the third world. There is a balance of power that has not really been questioned, as is shown by
the continuing relative equilibrium in the most underprivileged regions that are largely dependent
on spheres of influence inherited from the antagonism of the two economic systems. At present
the expression of power has been unusually transformed. It has become less militarized, at least
in the daily life of dominated countries. On the economic level, however, the balance of power
is maintained and we only have to note the disputes to which major international economic
negotiations give rise to be assured that these relationships of conflict are of a lastng narure.

Within the context of present international economic structures, the rapprochement berween
East and West may lead the industralized countries 1o become even less interested in third world
countries. Thus, in view of the urgency of reforms in the countries of the East, we may wonder
what motivation the western countries may have to continue to support assistance to heavily

® Jacques Fontael, "Aspects éconamiques de la militarisstion et de la démilutarisation dms |"hémisphere sud”, Collogue
“Géostraiégie dans I hémisphére sud™ (Dic de la Réunion, June 1990; fothcoming).



indebted poor countrics just when new, more exciting and probably more lucrative outlets are
likely to develop in the socialist countries.

Both Klein and Leonticff consider that disarmament will benefit everybody by virtue of the
reduction in interest rates that should stimulatc world economic growth by increasing the
incentive to invest. If the countries of the East are increasingly involved in intemational trade,
all countries are then in a position to benefit from these new markets.

It is, however, likely that in the absence of any real international will to assist the poorest
countries, their economic situation will scarcely be able to improve. Henceforth the anention of
most western countries is turmed towards the countries of the East and they do not wish 1o miss
the major change in direction that could lead them to expand their markets and 10 sumulate their
national economies. Under these conditions, and with the exception of a few special countries,
it is difficult to conceive of major investment in regions whose economic potental is heavily
burdened by debt or by a chronic low level of productivity.

Furthermore, we ought not to overlook the dangers of maldevelopment arising from aid
coming from developed countries. The later always seek to derive benefit from any kind of aid
and, in so doing, they may lead States in a weak situation 1o follow policies that are more in line
with the interests of the donor country than with their own interests. Furthermore, some forms
of mansfer may ultimately prove to be costly, at least in operating costs, and political constraints
are rarely excluded from such a commitment by rich countrics. The result is that although
developing countries do of course have to seek assistance, they must also be able to refuse it
when it is not obviously of ulimatc benefit 10 the whole of the national communirty.
Furthermore, "aid to developing countrics may be devoted to prestige expenditure, 1o the
enhancement of social inequalities, and to promoting the expansion of socictics in which the
rights of man are not necessarily respected. Transfers may also be the subject of sordid motives
of self-interest that tend to accustom peoples to a type of consumption that makes them
dependent on industrialized countries ..."*. Disarmament is a stage on the road to development
provided that it is the source of a reduction in inequality and in effects of domination, because
it increases the level of satisfaction of human needs (the "entitlement™).

Analyses of the tensions, the conflicts and even the trade wars or economic wars that
countries are led to undergo or to provoke scarcely figure at all in liberal ideas™. The opening
up of economic frontiers is not the panacea to gencralized economic development, because there
are undeniable effects of domination that may reduce or block the development potential of the
weakest counmies. In the absence of a real international organization laying down rules for

* Jacques Fonanel, "L"économie des armes”, La Décowverze (Paris, Collection Repéres, 1984).

© Amartys Sen. “Public action and the quality of life in developing countries”, Oxford Bullerin of Economics and Statistics
(November 1981); "Development: which way now?”, Economic Jownal, Vol. 93, December 1983.

= DA Baldwin, Economic Statescraft (Princeton University, 1985); Lachaux, Larcome, Lamowreux and Labbe, De " arme
économique (Pasis, Foadasion pour les Exudes de Défense Nationale, Collection les Sept Epées, 1957).
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Can the Present Disarmament be made General and
does it Offer New Scope for Development
to Third Wordl Countries?

hthemedmmwtmthcpmgmssfvcdisarmamcmOfmkdwmldcomnicsispmbablymc
omndixionofmcacoclcmwddisarmammwfthccmmPowm. In fact, it is scarcely conceivable
mnmmuommmssmmmmmmzmmsmmm
mwtammm.nmwmmmmsmmwjmof
pamancmconﬂictbctweentchniwdSmc&szSSR.anccmdtthnideingdom

Is Disarmament Immediately Desirable in the Countries of the Third World?
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1. Military expenditure and economic growth of Third World countries
hisassumedinUnimdNaﬁonsmpmsrhatmcmmccmdweswmdgmmhpownﬁal
nndﬁmiumcwopefmecmmﬁcdevchpmcmnnmghmssquand:ﬁngofmmmccs.
Nemmchss,mewnonﬁsuhawmgueddminmminspcdﬁcmmmcamnd
faccscwﬂbcafmufordcvdopmemmmughthdrapadtymdevehpmwmhniques.md
Mmofadﬂanddiscipﬁmhmbccnmsidaedmhcofuseﬁrmcmgmimdmofmdﬂ
labour. Benoi?considasxhnnﬂiwycﬁmiscondudvemindusuinlwcminﬁm.w
impmvemcmofthcinﬁ-asuncum.andmmcuainingandinfmmadonofpeoplc. He does not

mﬂimymdmuiﬂacﬁviﬁcsxthccﬁxtofmmpmﬂwbsﬁmﬁon(mecmwmmepmm
nndd:cﬁ:m)mdﬂncffeﬁof&csquecﬁngmnofinwsmmexuwdbymiﬁmyexpmdim.
Undathesecondiﬁm&uﬁﬁmrympcndiﬂncdmhavcmadmcﬁeammomic
dcvebpmuevmif.aspubﬁccxpendinnc.itmayconm”buwnmupwgeofdcmani Thus,

o nomam.mmwauummwwuwmamummnrmm&w
by Robert L. Wext).
» Emhwr'um‘ *Growth md defense in developing countnes”, Economic Development and Cultaral Change, No. 2 (Janusry



ulsﬁk:lymatmemmasmgofmﬂmexpendmmmmadcposablcbythemmcdgmmh
rate of the economy and not vice versa

Angusmes"conadu'sthnthcmpactofmlhmyapcndxmonmegmwthof
dcvdopmgmunmeswnotthcsamasnsmpaclondcvdopedcounmbecauscumuany
affects material well-being rather than growth. Whereas a change in the relationship between
military expenditure and material well-being may have only sccondary effects in developed
countries, the outcome is different in developing countries because the military effort seriously
worsens a standard of living that is very low for the majority. As far as Varas is concerned there
arc no stable and significant correlations between military expenditure and cconomic growth.
Jwabena Gyimah-Brempong™ considers that the military expenditure of African countries is
prejudicial to their economic development potential because the possible positive cffects that arc
expected are largely offset by the reduction in investment resulting from defence outlay. Ron
and Dan Smith® consider that the militarization of developing economies is not favourable to
their economic development in the long term, even if there may be some positive effects from
it, in particular the mobilization of the surplus. The theory of the division of rcsources,
represented in developed countrics by the thought of Seymour Melman™, argues that an
economy in which large amounts of critical resources keep on being allocated to unproductive
activities is one in which the capacity to produce efficiently is considerably reduced, either
because the industry of the country ceases to be competitive, or through corruption of the
behaviour of economic agents. Under these conditions, the end effect of disarmament is to
improve the average national standard of living and t0 increase the world economic development
potential.

It is fairly generally recognized that there is a relarionship of substimtion between
investment and military expenditure®. However, there are three factors that may invalidate it:

«  Social acceptance of the financial outay of defence;

+  The stucture of military expenditure (expendimire on personnel as a proportion of
capital or infrastructure expenditure); and

*  The level of economic growth (in a period of economic stagnation military expenditure

is in more direct competiion with investment).

If the population is prepared to accept the outlay on defence, in particular in a simation of
heavy and identified international threats, it may also accept a reduction in its consumption. If

»n A;u“mewmmmumbmm‘.hDMV¢mNo.3meﬁ.m
1985).

® Kwabens Gyimah-Brempong, “Defensc spending and economic growth in sub-Ssharan Affict an economewric

mvestigation®, Jownal of Peace Research, No. 1 (1989).

Ron Smith and Dan Smith, The Economicy of Militarism (London, Phuso Press, 1983).

Seymour Mclman, The Permanent War Economy (New York, Simaon & Schuster, 1974).

Jacques Fontanel snd Ron Smith, “Analyse économique des déspenses militmires”, Stratépique (Fondation pour les Ensdes
de Défense Nationale, 1985).
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2.  Disarmament and arms-producing developing countries
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the financial burden of national armament programmes, it also increases the United States debt,
which has appreciable effects on the value of the dollar.*®

In the main the staff employed in the arms industries arc young and well-trained;
nevertheless their productivity is low. Those who support the idea that the military industrics
are the "key sector” of national industry consider that disarmament would be likely to lead 10 2
serious rise in unemployment and a considerable drop in the eamnings of workers. Nevertheless
most present studics tend to reveal armament as a sector that generates litle employment; in
terms of opportunity costs, the military sector employs half the number of staff for the same
expenditure in many cases. Consequently, the arms race has not been a remedy for the problems
of employment, quite the opposite. Nor, however, is disarmament the panacea for this
unemployment, since there is also a need 10 ensurc redeployment of the employees of the military
scctor, and it is probably easier 1o transfer military personnel employed in offices to the civilian
sector than in the case of highly specialized jobs.

The impact of military expenditurc on growth is dependent on cffective use of the
productive capacity of national economices. In terms of oppormunity costs, civilian investment 1S
a priori more favourable to economic development than is military investment. However, this
assessment must be qualified, on the one hand because all civilian investment (in particular
investment that gives risc to demonstration effects or that arises from an error in assessment of
the market) is not equally profitable and, on the other hand, because the military sector may,
through its orders, maintain the level of ourput and of competitiveness of whole sectors of the
economy (principally acronautics, computers and ship building). Through their inertial effects
on economic flows, military budgets maintain the activity of entire branches of industry,
providing them with 2 measure of security and an additional growth potential through the rapid
expansion of economies of scale and effects of domination,

Are the Anticipated Influences of Generalized Disarmament Highly
Posirtive for Developing Countries?

Two main types of effects are likely to emerge, other things being equal, in a context of
generalized disarmament: initially a limitation on the militarization of the economy, followed
by some fairly positive effects of the transfer from military activites in favour of civilian
production.

1.  The progressive demilitarization of economic life and national policy

There are great differences in the simaton in third world countries. However, we have
since the carly 1980s been witnessing a demilitarization of the central government that has been
particularly apparent in Latin America. This demilitarization is capable of being brought about

4 Chrisdan Schmidt, “Industrie d'mrmerment et endetiement dans les pays en vois de développement les exemples dTerael,
du Bresil, de I'Argentine et de la Corée du Sud”. Congris Internatiomal des Economistes de Langue Frangaise,
Clamant-Ferrand, May 1984, reported in Revie de Défense Nationale (Ociober 1984).
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The results of Looney’s econometric analysis® show that politico-bureaucratic influeaces
mmehnpmmminmcdcﬁniﬁmofnﬂﬁmrycxpendimmmmmmmmmahics. On
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countries that are exclusively importers of the arms needed for their defence. Lastly, military
expendimre has played only a small part in the rapid development of the indebtedness of third
world countries, particularly the countries of the southern hemisphere. In any case, according
to Ball, they have not played the essential role that with hindsight, some individuals would have
wished to have seen them play.

A recent econometric study?’ clearly bring out the dangers of the militarization of
governmental organization. The aim of the study was to demonstratc certain variables
explanatory of arms imports by geographic zones: national characteristics (land mass and
popzﬂaﬁm).thcmtmcofmcgwmm(dmymmﬂmrydicmmship).thcemmof
militarization (in pmwar,mﬂimycxpendimm).eoonomicoonditionsﬂcvclofweelmand
signficance of international trade) and intcrnational conflicts. Generally speaking, military
characteristics logically dominate the explanation of arms imports, and the effects of inertia give
prominence to a real market with customers and sellers. A disarmament effort would be likely
ultimately 1o reduce this dangerous link, even if there is always the danger in the short term of
an arms enterprise seeking to re-sell surpluses where the developed counmics, held back by
international agreements, would be led to abstain,

Disarmament brings us into the presence of a "civilianization" of modem societies, a retreat
of the ideas of militarism, the hierarchy, discipline, nationalism, pamriotism and xenophobia.
Militarism emerges with the State system. The social position of the military is of importance.
The army is often the symbol of national unity, even if the key factor is its central place in the
military-industrial complex. The military hold power in the name of ability in the defence of the
basic interests of the nation. That is why socicties that have conscription appear less productive
of militarism. Militarism arises from clashes of interest, as well as from belief in violence and
force. Nevertheless, mentalities and behaviour are not decreed.

The function of the armed forces has sometimes been only one of internal repression. Chile
and Argentina are cascs in point. In the opinion of many specialists military expeaditure is
dependent on the influence of external and intcrnational conflicts, the amount of available
national resources, the inertial effects of the State budget, burcaucratic pressures, the social
influence of the military (corporate interests, personal gain, coups and military régimes), the part
played by world powers and regional powers (colonialism or neocolonialism, direct intervention,

“ Robert Looney, Third-Worid Military Expenditure and Arms Production (Humpshire snd London, Macmillan Press, 1988).
C Erederic Pexrson, "The cormrelstes of arms importation®, Jownal of Peace Research, Vol 26, No. 2 (1989).
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with the defence of a country that is only slightly threatened. A disarmament procedure would
inevitably tend to restrict that type of behaviour.

Homvu.mcfactofminmseinthcnﬁﬁmryexpcndimofmohosﬁlcSmsofmnhas
the result that international security is merely maintained or even worsened, and under these
conditions 2 negotiated reduction of military expenditure could be envisaged, other things being
equal. On the hypothesis of a lasting peace, military expenditure inevitably has an adverse effect
on world economic development; it often happens that the effects of domination engendered by
military strength or by some forms of militarization of the cconomy have positive cffects on the
dominant narional economies. The reduction of effects of domination may be a positive clement
for developing countries.

2. Three models that reach the conclusion that a disarmament procedure has
positive effects for economic growth

‘Andmﬁmotmiﬁmyapmdhnehmhwnsimdacdbythumod:hd&cwidwmomy“.

(a) The world model of Leonticf and Duchin® arrives at the conclusion that the transfer
of resources to poor countries promotes their economic development and that, in that
sense, disarmament is desirable for development. A measure of disarmament would
have a positive effect for all the regions of the warld and the ansfers of resources
woddappmdablyinacmpctcapitaoonmmpﬁmandGDPinthcaﬁdoounni&of
Africa, and in the countries of Asia and tropical Africa with low incomes. Spectacular
as these results may appear o be for the underdeveloped countrics with low
populations, they are nevertheless not very significant. Thus, a reduction of military
expenditure by 1.2 per ceat annually between 1980 and the year 2000 would further
economic growth as follows: 1 per cent for Japan, 0 per cent for the OPEC countries,
1.5 per cent for North America, 3 per ceat for Europe, 10 per ceat for the countries
of Asia with a planned cconomy, and 20 per cent for the countrics of Asia with low
revenues and for tropical Africa over a period of 20 years. The figures are not very
significant. They give & very overall impression of the cconomic impact of
disarmament. Unlike the hypothesis of a reduction in the demand for raw materials

“ Jm Tinbergen, "World peace policy”, Peace, Defence and Economic Analysis. Procesdings of a Conference held in
Schmidr snd Frank Blacksby, eds. (London, Macmillen Press, 1987).

® Jacques Fontznel, “Désarmement et pays e voic de développement”, Désarmement, développement, emploi, informations
ef commentaires, No. 68 (Revoe trimestrielle, Lyon, juillet-sepiembre 1989).

® | consic and Duchin, “Warldwide implicssions of hypothetical changes in military spending” (Repart for the Unitnd
Nasions, New York, 1980); Leontiefl snd Duchin, Military Spending: Facts and Figures, Worldwide Implications and
Future Outlook (OxfmdUni‘u‘lityPk'ﬂl.wn).
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Table 8.1
Evolution of the Demand for Raw Materials
mww«mdmmm

= emm———
of arms mce
| on 39 10
| Nicxet 31 22
Copper 03 24
Zinc 03 21
Bauxite -1.1 30
Tin -1.8 32
Iron 39 34
Coal 55 40
lem gs | 65 - 34

(b) A simularion based on the UNITAD world model™ tests one scenario in which there
ismdisuibudmofincommsuldngﬁomadisamamentpmccdumandmmhamm
suggcsmapoﬁcyfoun&donmcsadsfacﬁmofbasicmds,mthchypomcsisthume
uedimﬁwdmnscdmpmmomsmaﬂ-scdzmdhigmypmducdvcewmmicacﬁvidcs
in developing countres. Two cases are analysed: (1) disarmament makes it possible
mmlizcthcobjccﬁvcofpubﬁcassmncemdcvelopmcminthcnmonntofOJpcr
cent of the GNP, and (2) one third of world military is transferred to development
programmes for developing countries (either by direct aid from developed countrics
oamspondingmmaddiﬁmalcxprwinnofsolidaﬁtyofthcmﬂuofommhdof
ﬂxdrsaﬁngmnﬂimryexpcndiunc.mbyuansfuofhmalaﬂocaﬁonsofmiﬁmy
resources to productive civilian activitics). Whereas the creation of jobs seems modest
for the developed countries, the outcome is different for the developing countrics. In
the short term, the reduction of military expenditure depresses demand and is
condudvewjoblossu,unﬁlthcpo&mismhcdazwhichthccoanucnccsofthc
growmhofthcdevebpingcounuicsﬁndcxpmssioninminmascindcmndinmc

o J.Ruymbu—TquWofDmedam.O.Dmba 1985).



direction of the more developed areas. If the improvement in assistance is combined
wi:hpoﬁcicsanglcdonhasicmds,thcmuhisaoonsiduableaddiﬁonalmml
growth and considerable job creation. These cffects are even greater if steps are taken
{0 case restrictions on markets and on currency. However, these gains may casily be
sweptawaybythcmmsofcxchangembyinaeascsintbcmofinmstmdxhe
debt payments with which the developing countrics are burdened. Lastly, disarmament
aloncisinwpablcofmolvinganthepmblemsoftbcdcvebpingcmmniﬁ. In
particular, even in the most satisfactory hypothesis, the real consumption per inhabitant
of Africa south of the Sahara will continue to decline owing to population growth and
the weakness of agricultural production. It is scarccly possible to improve the
well-being of the vast majority of the population of the African continent without
substantial improvements in agriculmral productivity. The main efforts have to be
made by the developing countrics themselves. (Scc Table 8.2);

(¢) According w the LINK model®, reductions of military expenditure of the order of
lOpaccnlaccompanicdbyaninmascinaid(OJpaccmoftheGNP)wwldlcad
toagrowthofl.’lpercemintthNPofthcdcvclopingcounuicsandofO.Zperccm
in the developed countrics on the maximum hypothesis that transfer would apply
cssentially 1o capital goods. Were the aid to be squandered, the growth would remain
the same, whereas the growth of the developed countrics would decrease by 0.3 per
cent. The developing countrics have to use at least 60 per ceat of their aid resources
for the developed countrics not to experience a reduction in their growth in relation
to growth on the basic hypothesis. In another scenario of the LINK model, the United
States, the USSR and Japan arc the main donors of $53 billion down to 1993 on the
basis of their disarmament and in favour of the development of third world countrics.
In that case, the growth part of the world economy world countries. In that case, the
growth path of the world economy increases from 0.9 to 1.7 per cent per year, but the
developed countrics experience an annual decrease of the order of 0.2 per cent relative
to the normal rend, whereas the developing countries receive an additional impetus
ranging from 10 per cent for the countries of Africa south of the Sahara to 2 per cent
for the pemroleum-cxporting countries of the Middle East™.

Howcvcr.disarmamemmnnmbcrcsuicwqunanﬁmﬁvcchoimonmcﬁnﬁmﬁonof
military expenditure. In effect, it must not be forgotten that national governments always have
to defend the interests of the peoples that they represent in an international environment
considered to be hostile. Disarmament calls for a series of decisions on political priarities, the
international economic order, the naturc of development, and the rate and direction of the
technological progress that can be developed in a less militarized society, on the management of
the natural environment and on the reallocation and distribution of economic resources.

# The model cited by Robin Lickham in "Disarmamen: and development in all its aspects with & view 0 drawing
appeopriate conclusions”. (Draft prepared for the United Nations Department of Dissrmament Affairs, Jeuary 1986).

» L;;m%ﬁde‘.km,WwﬂPme&Mdmm
1950).



Table 82
Simulations of the Effects of Disarmameat

= — ﬁ

Hypotheses, annual Average growth rate (1990-2000)
pereentage
Disarmament hypotheses Developed countrics Developing countries

Without Basic needs Without Basic nesds

redistribution of gssistance

incomes
Disarmament with public 33 36 77 89
assistance, 0.7% of GNP
Disarmament: 1/3 of 3s 3.7 8.6 94

i i
Job creation (millions)

Public assistance, 0.7% 2 8 19 127
of GNP
Disarmament: 173 of 7 10 73 169
military expenditure

Narional studies of reconversion with or without tranzfers
Tbcanﬂysesmmhawbeenmndcofmvasimofdxnﬁﬁmywdviﬁcsofdﬁxdwwld

countries are usually presented in accordance with the two hypotheses of the presence or absence
of resource transfer from the developed countrics in a disarmament situation.

(a) In the absence of transfers, the effects of a reduction of military expenditure, unless
offsct by at least an equal expenditure on the maintenance of internal order or on the
purchase of imported luxury goods, are positive for countries that do not have arms
industries, even in the short term, because they are conducive to the more efficient use
of scarce resources. For arms-producing countries 2 disarmament procedure may have
distorting effects in the short term, in particular for the industries and regions directly
affected by the activities of the arms industry. In the long term, the effects should be
positive provided that the economic regression brought about by the reduction of
internal arms purchases does not lead to imreversible effects, in particular as regards
the conversion of activity. It is even likely that good management of the reduction of
military expenditure would have positive effects in the long term on civilian research
and development, on the real productivity of national economies, and on confidence
in international exchange relations, which cannot be measured by econometric studics
that have rcgard in general only to short-term developments in which the past
(characterized by the arms race) recurs in the fumre. However, although many
developing countrics do devote a not insignificant proportion of their resources



milimypmposes.:helargcsumsﬁcdupinmnamemmonldbcconccnmwdina
small number of countries. Basically.disarmamenuppw'smhavcfavmblzeffem
mmcecmomyinmirdwmldcounniu,emifthcm-pmdudngommﬁesmin
dangcrofenownmingsomgshm-mrmdifﬁculﬁcsincmmionthaxwmbehrgdy
oﬁsetbymemdncdonofmomrdnﬁngmmcoudayonmﬂhzryindnsuicsandby
the matching increase in civilian public iture;

(b) Disumamemacwmpmiedbymsomnnstamfavmnofthirdwmldwunﬁeswiu
bmﬁtecommicdcvebpm:ntodyprwidedthmitisnqummedbyapmm
socialgmnpthmdpcidesmdevomhwunprodncﬁvcuscs(fmcxnmple,MOf
capita.landimpousofluxmygoods). In other words, transfer is of significance only
providedﬂmitiscxpussedinhighlypmducﬁveacﬁvity. Because of the
demonstration effects that it prompts, transfer may sometimes have an adverse effect
mmughmcinﬂaﬁonmymsimswwhichitgivesﬁsc. In addition, resource transfer
maybcmcoocasionofncwmarkztsforuwckvdopedcwnnicsandmwdepcnm
for the poor countries. Thus, James Lebovic™ has becn able to demonstrate the
medomhanccofpoﬁﬁco-nﬁﬁmyconsidaxﬁonshAmicmfmdgnaid.bo&dming
th:Cmcrpauidwcy.dcspimimbdnghcavﬂyimbuﬂwhhdcfenceof&ﬁghﬁof
man.anddmingmcnganpmﬁdcncy.cxtcnsivdyinﬂuenmdbymequcmfmme
military power needed for American security. In that casc transfer initially responds
mpoﬁﬁo&mﬂimyCmsidmﬁms.andmcmafwrwmccmnomicinmswoﬁhedm
andonlyulﬁmamlywthceoonomicd;vclopm!medsofdﬁrdwoddcmmmes.
Developing countrics have, therefore, to avoid the overall effect of transfer being
impoverishing. If the transfer is made in non-convertible currency, the recipicnt

inldnd.itismtobviousﬁmdxcpm&mtconcemedsaﬁsﬁcsﬂmdevcbpmentnwds
ofthcmdpiemcmmuics;forcxample,shmﬂdthcaidapplymacommoditythmisin
dmormduectoompcnnonwuhthcnamnalmdusuyofthepoorcounnytheend
muhmaybeexmmelyalvcxsefathcmixdwcﬂd.themmcsobecausecvay
pmdnabcanthcmmpofthcculnncandmcdmﬁmvahmofmcsocictyinwhich
it was created.

laﬁly.nisdhmamanalyscmeuadidmﬂopposiﬁmbuwecnmiﬁmyexpendimm
expendmmmhcdm;misopposiﬁmisnmﬂmysjusﬁﬁndbecansehismusuﬂfmmhm
mnﬁmnrycxpcndiuncmbcreﬂccmdsimNmnwuslyinamdncdminthcpublicmﬂaym

o J;::B.Lebwic.wmdlﬁws“hdpid‘.lwq?mmv&ﬁ.mzﬂm
1988).



health. mmmanmmmmnm”ummwﬁmcxpmmm
threatens economic growth and development and, consequently, tomorrow’s security, they
wndcmmeuseofpubﬁcfundsindnmﬂimysemwthcdcuimeMthcdmandeducaﬁm
Asﬂsofmmcdcnbpcdwmnics.ewmmhsmdiﬁmdxmgaﬁvcxﬂaﬁmshipbcmeenhmm
cxpendinucandmiﬁmryexpendiumyicldconn'adicmrymuhs. Thus, while Deger and Looney
wnﬁrmmishypomis,itiSqmdonedbchmndy,byAmdeoff.byHaywandby
Vemer®. Basically, onc may entertain doubts conceming the durability of a relationship that
mayincﬁectchmgchmponsewmeacnmlecmomicxtdngmwhichchoimmmdcby
governments. Most analyses made in developing countrics conclude that countrics with low
miﬁmryexpeudinmmalsommximdwnsumnwhcnitcmmsmeducaﬁonmdhulm(and
vioevasa).mmmﬂimrycxpendimisukastasvulnaablzasmhcriomsofpubﬁcexpmdim
wamducdonofmcSmcbudgcnmd"mmmmwmﬂimrycxpcndimhasmmdymy
consequences on outlay for health and educarion. In the most recent study by Harris, Kelly and
Pmmwo”,thehypomwisthatmchrgaismepmpadonafpubucexpcndnmdcvmedm
mﬁmyexpcndiuuc,&bwisﬂxpmpmﬁmofcxpendi@tmhedmandeducaﬁmisbmm
outinonly40pcrccmofthcinstanceslistedinanmminaﬁonof5000unuics. Furthermore,
thcvmnembilityofmilimrycxpcndinncwamduetionofpnbliccxpendinm:isnorasslighxas
&mmmany.mmmmmmmmmmmwof
acxivity,havingmgardtolhcplaccanmwdmpersonmlcosts. The analysis of Hicks and
Kubisch® emphasizes that social expenditure is less vulnerable o a reduction of public
cxpmdiminthcdewlopmgmmmmiscxpcndinmmdcfmmdadmim“aﬁmand
markedly less vulnerable than expenditure on the productive sectors and the infrastructure. This
smdywascondnuadinammedcuﬂndfombyﬂmis,Kzuyandenowo.whosemain
conclusion draws attention to the faster reduction of the military budget by comparison with
pubﬁcexpcndimonh:ahandedmaﬁononmchypomesisofamdmﬁmofpublic

S W. Brands, “La foliz archestrée. La course sux srmements e la famine dans ke monde" (Paris, Economica, 1988 - French
edigion); Willy Brandt er al. WWQWWMLMMCW
hWWdePQIMkaWMDWMWWWW
pothmdmdathh&MSﬁlﬂN&A%”&Nﬂ‘lﬂ.Sw1981):0hf?|hne.Cm
Security: anwaMOMMMl&lm-hmdmww
on Disarmament and Security Issues, under the charmanship of Olof Palme).
mmwmmmmmmmmmmwmz
JarndafDadapiqArmVoLmMS.ﬂwlemy.'muityndﬂhyapuﬁnnhdwem
counrries: Mmofth'.Sod&EmmkPMngmVcl.ﬁ).No.S.(lmewhWy.Tk
Miﬁwyo!mThirdWaid([m.Mw&.lekBmAmMBdGoﬂmwdde
in Latin Amesica 1948-1968", Liske, Loehr and McCament, eds., Comparative Public Policy: Issues, Theories and
Methods (New York, John Wiley, 1975); Margaret Hayes, "Policy consequences of military participation in politics: =
mam&ammm‘.mwdmmwfwm&p
IM,MMWMY&mWM.ImMVmﬂmMWMM
defense expenditure in Lagn Americx: a rescarch note”, Jowrnal of Developing Areas, Vol. 18, No. 3, (1983).
WMMWMM&TMWMMMMWmm
countries”, Journal of Peace Research, Vol. 25, No. 2, (1988).
Norman Hicks and Ann Kubisch, The Effects of Expenditure Reductions in Developing Countries (Washington, World
?TIK”I‘SS);H&MKM' "Cuming govemment expenditure in LDCs", Finance and Development, Vol. 21, No.
A ).



expenditure. Howcm,th:sanalymsleadsusamhmswconcludedmnomalcﬁectsof

KcuyandPrmowoisnevmhehssmwbmmohasw.becauxitfaﬂsmmkcmmacwummc
mdisuibuﬁonofthcmddseuni:yexpcndimbmbyzhcvaﬁmsodalmgmics. Social
seuniwcxpendimammﬂyummnwbcqmvmmbhmamdncﬁmowmexpendime,
whichobviouslymudswdcmappmciablyﬁumdtaimofmewell-bcingofthcpapuhﬁon
to the advantage of national defence. Basically, if health expenditure remains steady, the
rdmbmwmmofuummismtgmmdfmanwdalcawgodes;mdamesewndiﬁms.
with equivalent expenditure, the availability of health services is heavily modified by virtue of
the considerable contraction of the public health insurance system. There is at least an indirect
mladonshipbcmecnmiﬁmexpcndimandsmhlexpcndimifmmdudemmchmmc
mocaﬁonofmammtandmcovmnavaihbukyofmedimleqnipmcmwmcsxiﬂmmof
a country. A country-by-country study yields divergent results, which provides geacral
mnﬁmadonofmcabsenuofdhwhnksbaweenuﬁhmyexpendim.expendimmhcalm
and expenditure on education.

Asmgardsdcvelopmt.thefactsshouldbcncawdwixhcaudon. Whereas it is
undOubwdlymccascumcglobalkvdmmdcvdopingcmnniesbcarmcbmdcnofmeir
armaments, suppression of the latter may have irreversible military, strategic and cconomic
effects that undoubtedly worsen their poverty. It is therefore incorrect to state that disarmament
invariablyleadstoanimpmvemcminwell-bcingitmaybcthcomsimofdec]ineifitis
mcompadcdbymemainmanmofhnquﬂidesmbypoﬁﬁcd,wmomkandnﬁﬁmydouﬁmﬁm
by another country.

hissﬁlldiﬁiamwsaywbcthamcasyctquimwcakprocessofdismmmmmm
bytthreaxPowmthavcposiﬁveeﬁ‘ecmfathccounmoﬁhcthirdwmid. ‘What can be
assened.onrheothcrhand.isthminmeabsenccofanywalwillingnessonﬂmpmofﬁw
industrialized States to assist third world countries to find a way out of their economic stagnation,
mewndiﬁomfmahsdngpcacewmmverbcgmmguhaandﬂndisummmpmccswm
rapidly be doomed to failure
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