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INTRODUCTION

The international trade in nonnuclear arms now tops $18 billion
annually--up from a mere $300 million in 1952 and a jump of more
than 550% since 1964.1

Sales of American-made weapons have risen from about $2 billion
in 1967 to about $11 billion in the last fiscal year. .

. « . The corporate groups within the United States will over the
next 12 months produce $35 billion worth of weapons, spare parts,
and military services for the United States and 136 other
countries,

These three quotes appeared in articles in 1975 along with scores of
other similar writings sounding the same warning. Television, radio,
newspapers, periodicals, and professional journals have carried this
message to the public. Have the United States and the other industrialized
nations of the West become the "Merchants of Death" of the 1970s? A look
at a trend of the past decade provides some insight into the origins of this
school of thought.

In the 1960s it became an increasingly popular notion within some
American student circles and among a number of Congressmen, academicians,
and journalists that a conspiracy had come into being in éhe form of the
so-called military-industrial complex. The advocates of this idea contended
that extra-constitutional agreements existed between the Pentagon and other -
governmental agencies and the national arms industry. It was contended that
unnecessary wars would be perpetrated by the military, thus allowing the

arms industry to continue production to the monetary advantage of all

concerned, except the uninformed'taxpayers who unknowingly supported the
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activity and the citizens who would be called upon by the government to use
the products in war. In recent years this idea has been markedly widened
and refined and has acquired a degree of legitimacy resulting from increased
public support and the controversies which surrounded the Vietnam Conflict.
The criticism also extended beyond America and encompassed other Western
nations as well.

The major thesis of this school of thought in the 1970s contends
that several Western industrialized nations, and most specifically the
United States, have pushed arms sales to dangerously high levels as a means
of national income. In essence, increasing arms sales is the manifest
result of the lengthy and conspiratorial relationship between government
and industry. In view of the present delicate state of international
relations, the possible existence of such a condition takes on a meaning of
profound international importance.

Western economic reliance upon the sale of arms could have negative
repercussions in at least five critical areas of international relations.
First, a nation using arms sales as a means of economic stability would
suffer restrictions in such a setting as the ongoing Strategic Arms Limita-
tion Talks between the United States and the Soviet Union. Equally handi-
capped would be the present attempts by the United States énd its North
Atlantic Treaty Organization allies to arrange a mutual reduction of forces
in Central Europe with the Soviet Union and the other members of the Warsaw
Pact Treaty Organization. Third, if the arms sales indictment were to prove
true the present Eas;t-West detente would also surely suffer. This could
lead to a gradual reintensification of hostilities between the Superpowers.
Fourth, the credibility of American attempts to assist the nations of the

Middle East toward a peaceful solution of their differences would surely be



rendered untenable. Finally, the strained relations between the developed
nations of the West and the struggling new nations of the Third and Fourth
Worlds would only become more intensified if the latter were to acquire the
feeling that the former colonial rulers and their allies were practicing a
form of economic colonialism through the sale of arms to them. One can
easily envision the swift loss of diplomatic leverage and general credibil-
ity by the United States and its Western allies in all of these areas of
international relations should the arms sales allegations, in fact, prove
true. The recognition of this potential danger motivated the writing of
this report.4

This study investigates the question of arms sales in the United
States and three imajor West European nations--West Germany, Britain, and
France, since the decline of the Cold War era. In so doing it delves into
several related questions. Have arms sales truly increased over this period,
and, if this should be the case, is this consistent with the foreign policy
goals of the nations concerned? Also, are arms sales motivated primarily by
economic considerations, or is this activity simply uone of the many elements
which make up the rational foreign policy of these nations? Specifically,
this study pursues the central research question--What are the trends of
Western arms sales in the post-Cold War era and to what egtent are these
trends consistent with foreign policy ends? This study attempts to move
away from the isolated presentation of large dollar figures recently
associated with the subject of arms sales, examples of which appear at the
beginning of this introduction, and places the matter in its relationship
to other pertinent areas of the national economies. Is the American economy,
for example, truly increasing its arms sales, or does a different picture

emerge when sales are viewed in constant dollars {(which takes inflation into



account), and in comparison with increases in the total economy, annual
military expenditures, annual exports as a percentage of the total economy,
and other categories of associated data? This is the question this report
sets out to answer.

Beyond this brief introduction, this report is arranged into seven
main chapters and a conclusion. The first chapter sets the background for
the investigation through the presentation of an overview of the military-
industrial complex writings and their evolvement to the present arms sales
proposition. Primary emphasis in this chapter is placed on showing the
evolutionary trend toward the current question. Chapter Two deals with the
evolution of the international trade in arms. This chapter concentrates
upon the arms sales history of the four countries covered in the study, and
recent general trends. The next chapter presents an outline of the
investigative model selected for use in this study. It includes the
rationale for the population selection (the four nations to be studied),
the time period covered by the study (1963-1973), and the selection and
operationalization of the economic variables used in the study. Chapters
IV through VII are devoted, individually, to the four nations. Pertinent
political, economic, and arms sales occurrences since World War II are dis-
cussed along with the presentation of the comparative ecoﬁomic data. The
results of the investigation of each nation's arms sales, as well as general

trends and foreign policy implications, are presented in the conclusion.



I. THE MILITARY-INDUSTRIAL COMPLEX

The current proposition that some Western nations are pushing arms
sales to dangerously new levels and purely for economic gains stems from a
theory of the military-industrial complex. Looking further back into the
early post-World War II period, one finds that the military-industrial
complex theory of the 1960s is based upon a related theory of that earlier
era. This chapter reviews these three stages through which the theory has
proceeded; (1) the early theory; (2) refining and enlarging the early theory;
and (3) the emergence and evolvement of the current notion of the role of
Western arms sales. In essence, it will trace the movement of the theory
from the late 1940s to the present and provides the theoretical base from

which to conduct the research of the central question.

The Early Theory and Its Writers

C. Wright Mills sounded a warning in 1956 that a dangerous
triumvirate of power existed in the United States.
Within the American society, major national power now resides
in the economic, the political, and the military domains. . . .
These hierarchies of state and corporation and army constitute
the means of power; as such they are now of a consequence not
before equaled in human history.?
He presented the proposition that the collaboration of politicians,
the military, and industry, which had played such a vital role in bringing
forth victory in World War II, was still very much an active force in being.

He further contended that the Cold War atmosphere between the United States



and the Soviet Union was being exploited by those at the very top of these
three national elements--the power elite--to further institutionalize the
wartime relationship for their own personal gains. Mills' theory continued
that the United States had always been controlled by a similar power elite.
However, the unprecedented changes in American domestic and foreign policies,
resulting from Warld War II and the Cold War, had given the new power elite
a position of prominence and power never experienced by their predecessors.
He further postulated that the military had become the most powerful element,
with those from the corporate circle and the political element sharing the

bottom of the pyramid of national power.6

He concluded his work by sounding
a critical warning.

The men of the higher circles are not representative men; their

high position is not a result of moral virtue; their fabulous

success is not connected with meritorious ability. Those who

sit in the seats of the high and the mighty are selected and

formed by the means of power, the sources of wealth, the

mechanics of celebrity, which prevail in their society.’

Even though Mills is generally credited with being the main

architect of the early theory, he was far from being alone in his efforts.
The political scientist and professor of law, Harold D. Lasswell, had

already presented similar warnings in 1950, in National Security and

Individual Freedom. Less broad in concept and more future-oriented than

Mills’ Tater writings, he warned of the potential national power-base open
to the military as the nation pursued an exaggerated policy of national
security. Lasswell outlined his conception of the potential danger in his
chapter on "The Threat Inherent in the Garrison-Police State."

No one needs to be told that a third world war would devastate

man and his works on a scale without precedent. A more insidious
menace is that even if we avoid a general war, continuing crisis
may undermine and eventually destroy free institutions. . . .

The continuing call for national security will doubtless strengthen
pressure for defense expenditures. . . . Once large expenditure



programs are undertaken, special interests develop. . . . As

productive capacities become committed to defense materials,

businesses gradually begin to rely on defense projects.8
Lasswell continued his thesis that the Cold War atmosphere of increased
defense would lead to more centralization of government, more secrecy from
the public, a decline in the strength of the Congress, and a stronger
reliance on the military. Professor Lasswell's contribution also served to
influence Mills' in his later and broader warnings of the power elite.

Even before the writings of Mills and Lasswell, Bruce Catton, a

journalist of wide military and writing experience, had written of the

dangers of allowing the military to retain too much power in the postwar

era. In The War Lords of Washington (1948), Catton charged the military

with wartime collusion with corporate industry and attempts to scuttle the
postwar reconversion of industry. He accused the higher political levels
of Washington, along with the military and industry, of taking actions to
block the return of the nation to a military and industrial peacetime

footing.9

Catton's contribution lent further assistance to the building of
the early theory.

A host of other scholars--Alan Barth (The Loyalty of Free Men, 1951),

William Appleman Williams (The Tragedy of American Diplomacy, 1959), R. W.

Van Alystyne (The Cold War and Its Origins, 1961), to name but a few--made

their contributions to the early theory as well. On the eve of President
Eisenhower's farewell address to the nation in January 1961, C. Wright Mills'
theory of the power elite, as expanded and confirmed by the other writers of
the period, had survived and was enjoying a modest following. Eisenhower's
address provided the turning point from which the early theory moved

forward under its new tit]e--mi]itary-industria] complex--and with a new

aura of legitimacy.



Refining and Enlirging the Early Theory

In the councils of Government, we must guard against the acquisi-

tion of unwarranted influence, whether sought or unsought, by

the military-industrial complex. The potential for the destruc-

tive use of misplaced power exists and will persist. . . . Only

an alert and knowledgeable citizenry can compel the proper meshing

of the huge industrial and military machinery of defense with our

peaceful methods ?nd goals, so that security and liberty may

prosper together.10
Since January 1961 practically every writer dealing with this subject has
used this excerpt from President Eisenhower's farewell address. In many
cases it has been presented as evidence of the existence of such a complex;
other writers have used it as a starting point from which to describe the
theory. Eisenhower's use of the term--military-industrial complex--was also
adopted at that point and has been used ever since.

As a result of the early warnings of Mills, Lasswell, and others,
combined with Eisenhower's warning of potential danger, a great amount of
effort went into the empirical refinement and enlargement of the general
theory over the following decade. Retaining Mills' basic idea of collusion
among the higher echelons of the military, industry, and Congress, the newer
writers added to it in at least six additional areas; (1) Cold War condemna-
tion; (2) American exportation of capitalism; (3) empirical studies of the
defense budget and the procurement of weapon systems; (4) collusion between
the universities and the complex; (5) collusion between labor union leader-
ship and the complex; and (6) general condemnation of the complex by an
enlarged element of Congress. A review of each of these sub-theses will
show how the early theory underwent change after 1961, leading to the present
arms sales proposition.

Many of the newer theorists questioned the basic tenets of the Cold

War. Could the Soviet Union, having lost 25 million people in World War II



and a full generation behind the United States industrially, really be
considered a threat to Western Europe and the United States? Or, was the
Cold War a fabrication of the military-industrial complex which facilitated
the continuation of a wartime economy, thus allowing both the monetary and
personal power advantages to continue to flow to the new power elite? Many
accepted the "fabrication" notion and presented their arguments in its

behalf. John M. Swomley, Jr., in his book The Military Establishment (1964),

used the following argument regarding the Cold War:

The Cold War tends to heat up and spy scares tend to become active
each year at about the time Congress is getting ready to decide
the size of the military apprOpriatio??. . . . Cold War is almost
a guarantee against a bad depression.

Sidney Lens in The Military-Industrial Complex (1970), described the Cold

War atmosphere even more strongly. "Convincing the American people that
they ought to spend nine times as much on guns as on human welfare was an
act of mesmerism by the military establishment without para11e1."12
Another proposition added to the early theory, and one of direct
importance to the central question of this paper, centered on the possible
expansion of American capitalism throughout the world for the purpose of

increasing American profits. Fred J. Cook, writing The Warfare State in

1962, described this aspect of the military-industrial compiex in these
words:

America has been changed, without any general popular recognition

of the fact, from a peace-loving and isclationist democracy into

a Warfare State whose real intent, avowed on many occasions and

in high places and low, is not the preservation of peace and law

and order in the world, but the extension of our own capitalistic

system throughout the world.13

Nearly every volume or article published on this general subject

since 1961 contains a large section on the military budget, inefficiencies

in the procurement of weapon systems, and prescriptions of how to curtail
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these expenditures. This theme was second only to Eisenhower's farewell
address in frequency of appearance. In addition to extensive work by Cook
and Lens on this subject, two other writers deserve mention. Adam

Yarmolinsky's The Military Establishment (same title as Swomley's book) in

1971, and The Pentagon Watchers, edited by Leonard S. Rodberg and Derek

Shearer in 1970, are both strongly keyed on the topic of the defense budget

14

and the procurement of arms. The next area which received attention

during this period was the military-academic complex.

It was contended that universities had become reliant upon military
research contracts for their continuing existence to the detriment of their
role of providing higher education. During World War II the government
enlisted the services of several universities in the pursuit of scientific
and technological research. The resultant efforts of the academic community
played no small role in the success of the national war accomplishments.
This wartime relationship remained above criticism in the earlier period,
however, the continuing relationship during the Cold War era offered yet
another area for investigation by the critics of the period. Clark Kerr,
former president of the University of California, noted in his book The Use

of the Universities'(1972), that, "Intellect has also become an instrument
ulb

of national purpose, a component part of the military-industrial complex.
Nearly all the newer writers added to this subject, however, Seymour Melman,

in Pentagon Capitalism: The Political Economy of War (1970), offers perhaps

the most precise indictment.

Federal funds for research and development in the universities
grew from $813 million in 1963 to $1.3 billion by 1966-68, an
increase of 55 percent. . . . The Pentagon . . . and allied
?gggcigs . . . accounted for 46.5 percent of the total in
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Melman continued his argument of the existence of a military-academic
complex by pointing out the dangers of the increasing dependency of the
universities upon the research and development contracts from the military.
He also stated that these contracts encompass research into weapons systems,
detection devices, intelligence activities, information science, and a host
of other areas which in themselves detract from and degrade the institutions
of higher education.17 Another major national element to come under fire at
the same time as the university was the leadership of the nation's labor
unions.
The critics of labor union relationship with the complex argued

that this collaboration encompassed both domestic labor union interference
and overseas involvement as well. In addition to accusing labor union
leadership of collusion with the complex, in order to keep industry moving
and unemployment at an acceptable level, these critics also attempted to
place the union leadership into a conspiratorial role on the international
scene for the purpose of assistind the government in keeping overseas
markets open to the United States. Again, Sidney Lens provides some
insight into the mechanics of the criticism aimed at this element. After
stating that all 65 labor attaches in American embassies abroad answered to
AFL-CIO leadership as well as to the State Department and-the Department of
Labor, he also proposed the same relationship for all elements of the Agency
for International Development (AID) working overseas as well. He concluded,
in speaking of both groups as one;

If its numbers are not particularly large, it is a formidable

machine nonetheless, shaping the views and guiding the actions

of union leaders in many countries. It is a machine that does

not hesitate to interfere in the internal life of foreign

nations on behalf of the cold war policy_ it shares with the
rest of the military-industrial complex.
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Congressional critics have also been strong in their condemnation of union
leadership in this respect as well. The study now turns to this element of
Congress to conclude the discussion of the six newer ideas which have been
added to the early theory.

The group within Congress which joined in criticizing the military-
industrial relationship increased rapidly in size during the late 1960s.
Even though the Congressmen who have voiced criticisms and warnings of the
military-industrial relationship at various times now number in the
dozens, the following five members of the Senate were the strongest critics;
William Proxmire (D-Wis.), Stephen Young (D-Ohio), Gaylord Nelson (D-Wis.),
George McGovern (D-N.D.), and J. William Fulbright (D-Ark.). Their primary
criticism and suspicion centered upon the defense budget and military-
industrial collaboration. Senators Nelson and McGovern, in their co-author-

ship of the introductory chapter of Erwin Knoll's American Militarism 1970

(1969), stated their feelings on the subject of the military-industrial
complex.

. + . The nature of the national security bureaucracy . . . is
closely linked to the aerospace and armaments industry, segments
of the labor movement, universities with defense research con-
tracts, and a new class of scientists, engineers, and businessmen.
This complex is not a conspiracy; it 35 an enormous, self-
perpetuating institutional organism.1 .

J. William Fulbright, the charter member of the Congressional critics,

stated his position in even more serious terms in his book The Pentagon

Propaganda Machine (1970).

. . . Militarism as a philosophy poses a distinct threat to our
democracy. . . . At a minimum, it represents a dangerously con-
stricted but highly influential point of view when focused on
our foreign relations. . . . The root cause of militarism ig
war, and so long as we have the one we will have the other.20
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Thus, the original idea of a military-industrial-political complex,
as put forth by Mills in the 1950s, underwent rather large changes in the
following decade. By the early 1970s it had, in reality, become a theory of

a military-industrial-political-academic-labor-complex. The final section

of this chapter provides the linkage between this newer theory and the

current criticism directed toward the sale of arms.

Linking Arms Sales to the Enlarged Theory

Few contemporary subjects received more attention in the United
States in the 1960s than the military-industrial complex theory. From 1961

21 1he

to 1970 more than 700 articles and books were written on the :ubject.
major assertions have been covered in the previous section. Since 1971 the
writings on this subject have not decreased, but have instead adopted an
additional major sub-theory. Holding generally to the established tenets of
the 1960s, many writers of the 1970s have added the "Merchants of Death“22
idea and have extended geographically to include some major nations of
Europe. This proposition postulates that the United States, and to a lesser
degree some West European nations, are now providing the rest of the "Free
World" with massive amounts of sophisticated and expensive arms in order to
acquire profits needed to retain their national economic ;olvency. These
critics further contended that this unprecedented policy of arms sales by
governments is a modern-day manifestation of the military-industrial
complexes which have resulted from the defense production orientation of the
economies in the 1960s. In essence, the growing economic orientation of the
1960s upon defense-related industry now requires selling the production

overflow (those amounts beyond the requirements of the national military

establishments) in order to maintain national economic stability. Major
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economic and political occurrences of the 1970s, such as the United States'
withdrawal from the Vietnam Conflict, the oil embargo of 1973, and the
general economic recession in the West, are put forward as additional evi-
dence in support of the necessity of increasing arms sales to further shore
up the otherwise sagging economies. This section reviews three aspects of
this latest theory; its origination, geographical expansion, and some of the
more recent indictments.

The early threads of arms sales and economic relationship first
start appearing in the literature in the late 1960s. Robert L. Heilbroner
presented a low-keyed warning of the possibility.

No attempt to speak of the long-run prospects of American capi-
talism can overlook the central fact that it is now a semi-
militarized economy and that it will probably become even more

so during the next decade.Z3

In 1968 Ralph E. Lapp, in The Weapons Culture, offered a more direct warning.

“Gradually the United States' involvement with defense industry has pro-
ceeded to the point where weapons-raking begins to dominate our society.“24
He concluded his book with the words, "America the beautiful; now America,
arms-maker and arms merchant of the world.“25
By 1970 such writers as Seymour Melman were devoting attention to
the idea as well. In the section of his book entitled "International Arms
Sales," Melman stated the new thesis most clearly.
From 1949 to 1966 the United States sold . . . and gave away . . .
$46.3 billion in arms. From 1962 to 1968 arms sales alone
amounted to $11.1 billion and the sales goal up to 1975 is for $2
billion of armament sales each year. This export trade helps to
maintggn and enlarge the military-industrial production network.
These writings by Heilbroner, Lapp, and Melman are but a sample of
the trend of relating arms sales to the military-industrial complex. These

scattered writings of the 1966-1970 period are overshadowed by the



