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Abstract : This survey reviews the literature on the economic determinants of 
military expenditure and the economic foundations of armament and 
disarmament. It considers the main economic effects of military expenditure and 
disarmament in developed and developing countries, including impact on 
consumption, investment, growth, employment, inflation and the balance of 
payment. It concludes that the main dividend of disarmament is peace itself and 
that disarmament without development is not synonymous of a durable peace. 
Disarmament by a reduction of defence spending constraints will not be decided 
by a rule of proportionality and should be progressive and gradual. It implies 
controls of military technology, R&D and international trade. Finally, it is useful to 
bear in mind the costs of peace as well as the investment for peace. 
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The economic analysis of disarmament is difficult for three reasons. First, for half a 

century past, economists have attempted to establish the existence of regularities and 

laws that did not fit in well with the real constraints of power and conflicts. This attitude 

has been an essential element in the continuous neglect of the multidisciplinary aspects 

of defence. The basis of war is not exclusively economic, it exists in the context of the 

struggle of power, and of religion and ideological convictions. 

 

Second, states have to protect their wealth or run the risks of being deprived, ultimately, 

of their rights over the distribution of the world’s wealth, a situation pithily summarized 

in the maxim. “Money to get the power, and power to keep the money”. Defence 

expenditure is a vital necessity for developed countries that do not wish to be 

plundered. Japan and Germany are special cases, in the sense that their armed 

protection has been entrusted to other powers, and they are thus left free to realize their 

full potential in the economic sphere. In a war situation, defence takes over the whole of 

the national economy. In peace time, state face with a military reluctant to see defence 

  



 

 
  



 
  



 
  



 
  



 



 



 



 



 



 



 



 
 



 



 



 
  



 



 



 



 

 



 
  



 



 



 
  



 

 
  



 



 
  



 



 



 
  



 



 
  



 
  





 
  



 



 

 
  



 
  



 



 



 



 
  



 
  



 
  



 



 
  



 



 



 
  



 
  



 
  



 
  



 
  



 



 



 
  



 
  



 



 



 
  



 
  



 



 



 



 
  



 



 



 
 


