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{,n ä. pr-. ;'; l

!HT PRT]BLEI.I

f il:ia:y r:s:arch1 i:; seldom &on-parii san, ì € I t -17n1 *
" r v-

caiiy ¡ro:ivat:il by ti-L* i-inp1ic1+' at.ti-tuces of rhr i:esearçh-

i::rq " eiÈhel thay b:iieva military expendirura to be a

rrÈir-qsrry ccn'ãil j'on in naintaining ace quat+ -l_*v+ls of
defei¡ce - alt.horrgir J*fini-:ions or Hha-,- consti+,ui':s a!ì ad*-

qua tÊ i+ve1 or. defenc.; i¿il-1 vary ¿,¡ici*1y - or t.h +y beli+ve j-;r

at l:asi nar+-ia1 di sarrnan+r+- " anii cons4ìquentl- y v-i Ër¿ curråtri

ð=f eice iKpÈnditu¡E.s ,1s hi"ghly rnf lat-ed u lf nor ac¡ua1ly

unnece,ssar y, Tir= pos::.'i cirs of both canps ar* found*d Dn t.he

assumpr-lcn that- th+ i)urpos+ cf mili+*ary sparidiryg is to

Êtì.sÌtre iha åef*nc+ of +_h* si:ete o altìrougJ: lnore aiJgr:ssiv+

mcriv;s m*y hi: input:Jo :sn+c::.11y to th,: mj.ll-i*,_arv plall*:s

cf rival- siai.e::" Thus th= disputE is c,*ntrEd arcund what

u.sual-ly d:scussel 1n d¡l-1rr

tprns - is,år-sirabl,¡, or nÊc:ssary, Additlonailyr'-h* rlisar-

man+n'l cenp usullr y r'ro;ks lt th= ìssump:ion -_hat ilJt'':y p13-

srlrtiy sp,iiï, .Ja rlefence could, and would " be spe:lt f ot aoi.j

scc5"a11y rrsefu1 pì:lrprsesâ

rt,ti'l;r-arv"'---'*'L
_ _^L

q l¡ ¡lr a î

i:*saa rch :- s us ad ln e
into all miliiary and

'r'n¿ afme.aÊ¡is industfV"

broad. strl:seu arr,Í irciudes
¡¡i'J ì¡¡¡r7 r¡Jal¡,4 fnni,^q
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Largely iqncred Luy th: psrr.ic;pants .i n this rf :ba..e i-s

tÌ1,¿ v¡,::k of llicha:1 K:.ì:c::u aaü tû a l-ess€i æxt,r:nt Baran and

Sw*+zy" and úle:.s-=kcpf" ?h*sË r*r.:-t,:rs ha_v+ d+velop.=r1 e posi-

Èion on miii'-aiy ;xil:rjdi.-irr: 'øiri ch placìs enpÌlasi-s âc', crr

thE rol. :f sucÏ: sprn.linE ir s;curilg the physice-l d=fçnc_+

cf 'h3 ;:aâ.i:, ilui. ct its r¡1+ in pronot:ng stabj-: 3cDiiÐmic

grOk't.h; ì n rrd.;=rfs¡fl-. Irgte ih:-= +cOnÐnyo p:íncipa1ly flcm tire-

,{ann.,,r< nf -r¡3rnrnÂrr+r.innL:;)Y-Ld vL vVi:;f'_r/UUç'-IV¡", Ki.Jron o s r¡íelr is that the mosr

dir+'ct corsêqrencÊ of rh:- l:iqh levels of målitary =rp*ndi*
Èur'* uaictr characL erlz= t- ?¡e pasr-!Jer øæstern worl,l has beerr

the uiìp:€crtl*nt+d stabi lity anrl grotl¡th of aach .staler s

natícnel econîmy,

This pr:sii:ion is ir diieci cont¡adiciion to th; ue.å.ri11'-

:rrg a.ssumÞr-ion ot- r.h: disarma:nerrt 
"SiabIj-shnren:, ç¡hrch

ir;sisrs thar- m:1ir'-lrr ;p+.n,1ing l+¡rr=se::t,s a rlraån upon ecc*

nomì c rÊsources and i-s thus detrimental ts the econor[y n

ÊspÇcia1l-y in t-=:ms of cppcriunity cos:," r-* is alsr forriqn

tc th+ prc-de f ênce racli ona *¡hich usual-t y conf :n*s its dis-
cussì ori r-Õ mili+-a:y n =c?ssities, i:î cr*cvçr, it. suEEesr,Ë an

tTÊxtra-mi1:-ra;ytt rcl-= of rlefer:e sp+:rclingo noL gen?raily
p¡k r,,r r¡l ¿,4 n¡,1

Thr purÌrcsE cf *"liis :ir.:s ì s is +-o sh*d scmû l-1ght upon

t'o¿c qu:j;Ë;icns fundamenial f-,) mi1:tary research: i*. nil-i.tary

spen.iinq 11++-rim+nta.l- Lrr b:neficial tc canadars:concmyø ând

d¡;s ir olay a rol-= beycnd s:cu:in,l cur physical def .rnc,:

frcn aggr3s;icrs?
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OF TITERÅTI-IEE

2,1 g,lg$sBgur.l

tÌr+ Arrns Ðc.nomy Th,=c:y of t<idron an,J çt-he:s is dr:iv='d

fror.r r+irat Ís ba"s:-caI.J-y a K;y¡lesian und+rsrandrng,:f har,¿ *,ilå

ecoÐony fuactions" Therefcr;, a bci+f summary cf re1:ver.*,_

K::in?si an ccncãpr:ri j-s pres.:r'.:::d hr:e" Keyr:Ês desc:ibed tÌl=

Êc(-ìnomv .1s à rrcircu.l a" flol+¡r of mtn€y.

l{ÐnË,y f Iows fron busi r.+ss to the pub}i_c in ths
form ,lf uagÈsu .saial:-+s, :;ntsu rntercsts anrl pro*
fitsi ;hi*s uìciì:y:h+n flows back to businesses
"'',h*n the public b,:ys gocrls and s:-,rvicÈs fron r--h+r[,
i"s l ong as busin!+ss Ès s=11 all_ r-h€y hav+ pr.iduc*d
ard make sa:isl:RCtcr! prcfits th: prrcess con:;n-
nÊs" (Hunt, 1975:"142\

fioø+ver, i+í:hi n :liis circul-ar f l_or,r thec? ar: r¡1:ekagesr{;

mcni:y tha; ,loas ncï i+maj_n 'dithin the circulai

irccm,z/c,xp:nCirur¿ ficw" Kèynês íd:ntifieri thrce rnajor

1ea l<a q,:s :

1" savings ari viihdrawn fron: r.he rtspên,i5_ng stl:anr¡o

2, J"rnports el:Ê purcliase$ reth*r rhan '1o¡nrsric p[o-

luc:¡, thu.=- !"jtnovi:ìg [ìolr.]y :rom th* flcvl ,

3o ih€ rûcn.:y coil ;c Le C. a s ta x+s is Trl lhdra øn . {l{ uni: ¿

1975¿1a2\

*3



trSÐi:¡ðing ini+C*1Ìr*sa thÌ:?è

li ¡¡=¡¡'

l:¡kâir.rt -an ir¡- ¡ff=:¿ hv +hr-r

t6 m,.)n,ey saved in bar¿ ks can be 'i nt¡.<::-+,1 hr¡ ;hc h¡nkc-r¡: uu¡¡jrJ4

j npo:is ca:l

off::¿t whên

;:xports) ,

ir: cffsat l:y

pufcha.sFs Ðf

Êxpcrts (th:y arÊ jxactly
j-mporr*= ?(luai sa1+s of

gfv.ìrrmÈjit cer: usÈ taxes +,_ç finance EhÊ purchasÊ

cf goods enC s,;rvìcis {íf ål-1 r.ax:s ar+ rr5,:d f¡:

:.his pu:¡r33; :h::i :h-: hr':dqa-- :s balanc¡r1 ãnd

gov.rnireÌ+ +xìl?ndi:u:e ',*r111 : Ka.tly cf -f s,.È l:x*s) ,

{!run:" 1975'"142\

In ord?r fûE th= ?conomy rc prcsp€i s tliese thra; 1Ëakagçs

end rnj+clicr,q must balance" ilnfortunaf-e1y, ttris l:ìprÊsëä¿s

ari id*al situatitil aild certai n inherçni probl-€ns p?:ÈvenË íts

b+ing achievÊå"

Inr¡estm,::nt iwb,ich is nÈcÈssary .,o absorb savings)

i nc:*as+s i:he prc¿ucf ivÈ ceìle cityu and tlius d+mancs a.n

incr.;as; in procluction an,J incone o but KûynÊs heli':verì tl¡at

+riih Èv+:y :-ncreas¿. i ii i::clm: +-he percìTiî.aq,z of inccn: sav+d

also inc¡Easg'1 " rn oid.*:r +-o offset savirg' ;ilenu :,:rv3s--fiI *hi-

musr iecr+ase at a fasc'=r ratê than inccn*" both:,r1a+-lvely

and- a bso'l uìely, Herè i n 1i +s ;h= mai n problem 
"

Tn å malure capi :aì-ì s l ;ccnomy eh+r+ arå a Limi+-ed ilurn*

ber ot prcfrt.ahl= 'inr¡:s:m+:t?. ouil;:sr ard :xpansì ln mly n,¡t



conl--rnu,a ã*- an

¡a\r: rnt.+,1 rrn* ì nr
l'!vr¡

end has provÊrl

consÊ quÈncê5"

ì ncr+¿si-ng re.te inr1.¡få¡it*1y or cL'i-s i-s o f
j-s i nrvj-f-a bl-*" Keynesd sol-ut ì on r'ias .simple

cfË-¡¡ì-i¡¡.--- aìrl,^tìñh nni- w4 l-h.r:t.i- n:ñ1tiVe--" -g rr!,¡¡rrue ¡¡;-Y¡

Govelment coulì. st?iì :-n r,¡hen saving i+xcÊrid*d.
i-nv:s!ßêiì¡,-" bor:cr¿ ih.e äxress saving, thÊn sÐendå,h,; mon-iy cntrsûciall.y us=fui p:oj:clsr¡. Th:si+
,Ðrcj*c-;s woul-d ba chûs€n in or,f er ûo+s r-o incr,*ase
lh+ eccnomyes p:rclucrivê caprlcity c: d.ecr+as: Ll:=
:nv:s*,n:nr oppo:î.:rnit:-ls of :he frriurl. :'n l_5
gov:rnnÊnt spenðing r,¡cul-d increase :h* i-njec:ions
into î-h+ sp:nding st:eam and creeLe a ful_l-Êmplcy-
nìêr: Êquj-1íbri-usr, ïil dcing so t: i'rcu1d. nc-.* adi +*c

:h¿ capil.a3- stock" {Huni u 19-75;:142)

Kryn=s -.xp1a:::ed t-h: .:itua:ion :hu.sIy"

i,ncì +n-* .Igyp: 1,ri.s douhly foru--nal: u 1nd d.cubtl +ss
o"orcd t.r] iiri s its f abled vealt.h u ln t,]:at it *co.s*
s+s.=+C :r,ro acti viii-+su nam:1yn py:amiC-buildiag e.s
H,:11 as the s,*arch f cr prãci ous metals, the f i:uits
of çihìcho s=Jrc i th-=y cou'lii jlcr sîrv.: t-he n+=ds of
nany by b*irg ccr¿s'tn':d, diai nöt s-lal-o wiih abun-
darce, Th.ç mi dåLe aq+s builz carhe.J ral-s anL saní'
.1 i rq+s" Tlqr ?yrarûi,1s o *.r{o mess?s f cr -*h+ de aJ, ar:
tui ca 1s gocti ,is cnå; buf- rìoì: sc :l,Jo ;rilways lrom
Lond.on io York, {K.?ynÊs ø 19 36; 1 .31)

Ihe impac: ?f K:yrr:s? r,¡c¡k ães inm=ns+u +-9

tha- t.h: tr:rnel:a*-.e pos;-Fer pa::-o,1 has f::quer;t.Iy

aci¿r zz+,3, as thc K"vn+siatì R*vcluÌ,ion by econonic

The l.¿aåin:ss r¡jith uhich his docJ:rín+s +r,êrg

¡ri f¡r-*.1T-!ì-2 hr- ¡-i:ì+Fin'1vLr.Lt

r¡rh:rÊ ¿c,:nomic ri,cÕvsry Þ¿a.;ì

"hê 
point-

be+n char*

^ -,-'l -,-;^L1 ¡i.:1¿ y;r !þ e

¡ n¿*.:nt sñ

r--h * å xper-

¡ t tr ibu+-*'! ,; Ì'r a{ å

ÕJ¿'=

r¿sul-c,ed ircm a nr:mhe¡

of Foî10 Þ¡*.r iï,

tc draneti cally 'incrcase,J govërnnent sp*n,1ing -;hê

of th* Ilnit-id *c+,ãres f,loin 1939 tÇ ilie 1941 rlecla:etìcn
nF bI àT :qn,:airl'lr¡ rnlì¡r'ia¡ni ¡6 - p¡o v:-ded nìt1ch of ',h*

2l'or a ,1i-scusrsi"o¡ of ',hìs
il F:¿r Ð.¡nrrrri n 'T Q?rr

s€,ie 5te $ar-r." üichae J_, ,N*yêgg êgd
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j-mp:lus, ¿\1sc, tqrilcr; Þè:ha¡:s --han ihat oi any oth:r 3f --hr

glìêt :clc,Ja's-:5, K:yr+r;? l¡::k had d.i:*c+,- and inp.::lanr
mc:ri¡rr fnr nn]inr¡ :¡nã n¡r'lir-r¡ m:Þ¡rç !l

J ¿i-.r f rr Iv_l ír,¡ jUr!rt (Fcsen ø 1 96 8: 66)

K'=ft-:S p:Õvrd3d ncr: ûr-l-y â macro errily-ì:s cf :h+ r/¡r]:kirrgs of

th'.r t H+ni:ier.h c.,-n-.ury Ècc iì3rnyu bu',- aîl aÈt.¡acti vs rneÈ-hoð hry

w-hich th+ not i ncorrsid.araSlå prob]-ems of rh: 193t es coulå bÈ

aitr+viated, anC, in K.-=yne:t vie'n¿r prrlv+ni-ed f:cm i:r3cu:r-ing"

Ho,,,lÈve: o "lhilr-- the i{:lVn,:si-a:r sOl u;i¡n of stabrli.Zinq i:}r.-.

Èccìiomy bir gov+rnmenf spending i{as =mbrace,J by tire capiÌa1-

ist- i+o;14., h:-s suEgestior -ihat, such sp:ndíng tak= th+ f o¡m

of scci allv us*f '¿i- pr': j=cts ulË't wi¿Tr ]ess en+,h usiasn 
"

2.? Å.8ä5 EçgS.qflI IgEpRJ

Ðespi:e iis cver'¡h+1m:-nÇ irnpcrtarrce in con'Lrmpcl'y

seci+tyu f-he i-mplicai.icns af the high lev;sls of 6j I i Èarv

€xÌr*ndiiure which hav.: characte¡ize.d. th' post". lref t{Êstern

l.l:::lfl r nÐt 'ro nenlj.on ll-re Sovi¡s- B1oc, Chinau ãhd =v*n the

Thirå t,iorl-ci " ì:lavÈ be*n -.h:: suÐ jecr cf felir sys"tematic al:a.*

L1's+s, Rc.:ìJn made ¿hi;; ccmn+n::, abcui tÌ:e ca€re in -"lt,: iJ:liteC

Sta i*s:
'iie ca n cc!Ìcl ude i:hi s surr/i:,Í \tíLh i-ire mÕs'L .i mpc ¡-
iari abdicaricn cf ary by tire r3cÐncmì sis, thls i,s
a failu::+ wirich app1i,:s ecrrss -:-h+ i:catd; -r-h*
the oretì ciansp Pr=sr:*ably rh+ eff¿c*. l'¡o¡ricl dimin*
:sh iao:.lly b:1o¡¿ this levclu a1.t-hough ih+ insti-
-rr¡*- ilnaJ"-srso a::d r h.-: ac;it:?gat.i v.t üc,:lour:- s::s alik:
h¿r¡¡: vi-riuall-y igaori+d ihr: inost irnpo:t.ant singl+
f c¡rce in +-h: An¿r ica n ÉcÕnÕny of i-he pâst t,ø+n'; y-
fit¡; y;a:s, v¡ai and prûpe:âti on for ¡,rar¿ Econom-
åsis hav¡ "scin'-=iines been r'rill-:nc rû 11i sc us:,r :h+
1¡u;=iion ûf lh; +concïìy?"s rbi lity Ìo d:a1 '¿i:ir rh;
co:,stqìtelc?s of ;.n ¡:or+,ar-it- crl:backs ic miliinry
sp*nåinq" bur- l'b,+ f,iscr:ssì o¡r nas a.suiied no struc-



tu:+ or conri nuj_t,y s ,,1r:g,r\ dÊ::d n0pos.iij on:; to be cl +ba-_¿C., Tir¿ i+-¡¡e.ihas brè:n. episod:_cu alci Èire .intelsir_ynEn., t+pid af best, (iosenî 1g6S:g3l'
C+illa inly +,,Ìræ m csi ccmprêhens iv,::

phenc mûÌle is .cî*sêrlî,_r,j il B¡i*,isì: au-".-hor

g,cã3eã3 q3Bire}ås.ts slsçe: lbs :{,a: {1s-t}J "

s hich .;xpÐund*q vhat is usrrally tern:;rl nhîm

school-s or
cf ailei:_io¡i
of invcl-ve-

an a 3-ys'i s of iha

i'i: cha:1 K id:on ? s

it is thís bocìç

s Econony ?heoîy

Kirtr:-on s+'s ou; r,¡ di scover r:-h+ causr of :he u:lÐr+*
cpcent'cd st'abil-iivu gr',-d:ho and high +mploy,oer¡i 1+v+l-s of
pcS:*'d.1 | c¿pi iAl-i *=m" I.i¿ r*-iects th,l i.r{Õ mÕsï fregu+n+.1v
cir,;i1 expl-¿na+-ions cf 1) stà+-= planning {vrh+n ,ãlíamin+rrl ir
çnl:rg.'s a"s a sai:ies of arj. hoc risponsäs to speci f ic situa -
ticns) u an,;1. 2l trad¿ and i_nnova:i_nn {Ì:,acaus8 :hey 1i_= wi:?rin
tl'¡¡ ¡tcau.sel- rooprr and ar: thu:; inf 1us'.cèd by grow_thu hiqh
emplc'yn+tLu ald si'-abif i+-yu es v¡e-t I as inf lu.sncing Lhem) .

Kirlro:: ¡:ainr.-ains +,hat i: is nücessary to look cut*
siC.: +-h+ causaI icop fcr ihe frÈã.sÕn, and id.entjfi-,:;s rhe arms
ecÐ r¿o my as rhe ca use I f ac !c: bsca usa :

hy taxinq plc i:s f,:- militaiy ,*xTr*ndi ir.¡rì¿ the
capi-t"a1 availabl_e for rÊ*i ny,*;tmsni- is r3<1ucr:d.o

a¡hich acts --o cilrb ov+r*prodr:cri.on" and. c¡çaies ã.

t,+i i'c:eas.r tr: th: nra;:k+i fûi end-gocc1 ^-ru i:r thai
;h¿ encl gcads prcc--uced by aims *xpendjf-ur* ì1rã

fasi wasiinq;

n



?" arns i"ìxpÊndii:ure ci*ales hiqh amploymènt- an,:1

g:culh o anrl t hus ^î€itr,3s to :i tìci€,1-s.Ë producii,onu

].t's an ?ccnon'ic

iuxu;y en.f cÍo+-s nor s:gn:ficant. 1y al_r*r rth,r, ::lå-
+ionsh:p b*-'-:ø3?n in,lir¡i3ua1 cap-.it-alsu cr carJSe

cy*rproduction" (K1.dron, 19-lt:5ó)

Sp*aking cf t,ira aims ?ccnony, E,Ku Fiurr.r. oif,ers the
fcllowing sum,nery,

l{i-1i tary Sp,:n'ling keep. lhe capital goof,s industry
cpil:at i ng ::..,tar f u11 cepaclLty i¡ithcut :ai sinE the
eccnomyss p::c<1uc-"ive capaci_"r_y as rapidly es r.rru'lC
be casa if they pioi¡i,ied eapi'LaJ_ qôÕ,ås for i_n,iu,;-
try" Ð*nand dc*s nc; t,:ni-l È,: drop belô',{ sllpptry a,:p,*l:sisiently as j-r f crne:1y ,iid; mi11i.zxy sp:,nc1-j-ag -rrci+as.;s d:inand ¡¡ìrhouf iacreasinq proOuciiv-
LÞ.!, {Huaî. u 197 5: 14 9}

?he parallr-ì- b+lwe:n mili ra;y expandi-r_uîè¿ anil

K*T'ne ? s socially usef ul_ p:ajÊcr.s, is st.¡i king" lyilirary
,trì +,.-..-êxp'Ëiìa:-r.ur3 s€rv{s io sipÌrol off tha Ëconomic sur}rlus and 1_o

*xpenr3 it in a inaen€r r,¡hlch does not .Ì ncr;as+ no¡mll prcduc-

tron u bu-,- ar the sane iim : inc;åasâs em ptcyn*nt aac provàd: s

ecol;cmic g:lw.'-h" ruith+ïmÕ:û, the fruits of :ir:s sp:n,)inq
{td-,} n,:t stal .: r+iih abunda.ftc?,r" Liire two pyramiðs or tl{D

fnàss:s 'tar tli= d*adø +. I'Jo .;ir.erlpûns sys+,âms ara il-i_t=r iha:r

ca3" A.ril Lf ¿,...wör \{hy n,rt iwc huadr¡-:,j? ås l{eisskopf nÐr_+s:

rf i Lr,: ir ì st c¡i c a1 i.eccrd suqq*si s tha t f or r:nç pa:st fort y

lreãrs th,¿ (Ame rican) ÇÕv:irmÊiì-, has ha.d to :::l_y l-arqely c;i

rrrJ-ti n ry spe nrlilg t-o a.bscrb thc surpl üs, re {ldei.s;kopf u

X972:3?ûì



1q

Th¿ 1;v+i of mili:1ry

s-'-aq q*ii::9,

9

ÍìD+ldil¡'f *.ìr;-,'l¡rrrhn:r¿ --hc w.rr'|,1

In 1952, t+ell l¡efor,: th¡ 1aar ,rn i/i.etnam jark:C ut)
Itn;:ic¿n {ar:d :tus;iri) nllitaty cu:1,ryso 1 U" ¡tr,
s-:u,.1y ccncln,led rhe t scm+*,hing li ke $12 ü brl_licn
l.lar :::ing sp+ur annually on mili*-a:y acccunr.
Th:-s r¿ras eguì-vâ1en+' --o bat,sart: +i-ght. and nt-n= per-
cen; of thc ç¡:itrles cuîpu: cf all- gocds and sÊr-
vi-ces at.*hat time" n o, 3,äms expÊnci:i-tuiæ ccir€.t.-
¡.,rcnded *-o aÏ:out on+- iral_f cf q:rÐss cai:itaiformai:ion throrr2thcut the'øcrl_3, o"oIn ths ccun-
i-r j cs rf !r+,sr-+r:1 capi ::elism nj-j-iia iy explnij-+-ur+
1S r Pl: ¡r::t,ior' cf g:,:ss don-:st:c ¡r:Oduct -3¡1 r;€,1
f rcn nêarly ter FJrc int i:, t-h: IJ. S" ro j ust ur,ler
thr+: p=rc =nt in D?r marì<" u " 3rd es e pfcpÕ:-"ion of
qrcss rlom¡stic capital fcrrnat.i on f rcn near] y ;ixiy
p:îclna in --ir: U" So ac lr,¡=lv= pìrc-::tt j_n Nfr.,+a!¡,
{K "i",1rcn, 1 9'7 A: 49-5'31

Simil-a rLy u ?t;rnock r:o*-ed tTrat in Èhe p4:iod 1963 |ô

19650 +-h+ Def¿¡:c+ ituuE=ts of. iUAT0 mænb-.rs ä.ccountr+.1 for bet-
gÇ+r, 1o"tl,%o in th¿ caE; tf ¡iíìrr,rav- ¡n,l \5,U7o, j_n tile Unit;d

5i-ã.tås, of f-h=ir rsÊp+c+-ive qovRrnm+nt1:s total- budgetary

+îp+t: dirur+s {i.t'.- f 'ì gutç, f ¡r rlatad.a Hìs 26, 9%} . {tr.ia::nock u

197t:I19)
lnL ^*¡.-l rl=I1 c.L ç

àL'rËiru cr ris 
"cu 

r:omy,

srv+rai rÐâscns for: tliÊ; prol-iferarion cf

Already men*-ioned has be+n i;s a¡omis" rf
stabilityo gror++,h" end higtr rrnpl-oy,nÉnto bu+- -,his loes ro:

er:sw,?r ih: qu3.stion oI r,rhy th:-s pariicUJ..a: mechâni:ìnu :atÌ:+r

tha n an cth,,ìi,

To b rìg:-t i,¡ i-, h s ã. ri arm s ëconcmy pl:"vi åËs a stinul-a*

Èir¡¿ eif *cz f or botÌl i-he dcm,.+sti c end int*rnational -:conomy

;¿h j ch scciaily usefui tlxpnndLture couic-l no: beqin io Ra"-c1:.,

sccial ,¡xparrriì-tur,-. ccurd cÊrî.air,ly b¿ us*d rc crêarê e:rrplt:y-

m,:nt; :.r iirÈ f crm cf r:arsf:r i)ayn 3n:-s Li wouli undoubtabl-y
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increasr ccnsuaêr sp+icinqu .¿nc t-+- j-s;aualJ_y iik*l_y lha:
hiqir;r l.ev+ls of ÊxFc,,nc1l'-u:e uculd result:n th¿ csnsî.ruc-
tror: of hospital:; and. o+-her publ-ic facili"Lì+s. 1.il:il-e such

spend.inq' øou1d p:ovið* empicyment" and '*rou1d of fer i ncreased

strblli-"y" it t',,ouJ-d. cent::'i]¡ç+: mucl¡ less io ihe gronath of
th,: *ccnomy,

Th: ar:j'ns i!conony incr+as+s d.e¡nand for a øi,l+ vari,3ly
of rnanufactur=d gccds aid T;-"tt rna t+rì al.s and Ëçsul-;:: in tech-
nolcEica-1 spin-cf fs of ben,sf it *r o i ¡fl1¡sf -y as a uhol *u e¡c-u.-

ing th+ rl.çulf-s of Unit-e d i{atj-ons anil Organizat.ì or:s foi Ecc*

nomlc Colperat i otl and Devlloprn*iitr stuåJ-e su Kid.::on nc-L=s +-hai

å.rr arns eccnoiny .*ignificarrtly i-ncreas*¡s demand fol ai¡-craft
and ai icraË*' frArr-se ilon* ierrous m+ta1s, clir:m j-ca1 pro,,lucis

and +1,:ctrcnic gond-< p Çcmfiìunicar-.ons ei¡uipment and scì +rR*

t.ific ins+.:'r-tflr+n+-.s¿ iì.s wejl as other comnodities, (Kr drcn"

19'7 {:: 50* 52) The dç rna:rd f or qualÍf ied ¡esearchers in miij-*

tary an..i miliiary r*1at*c aiÊ3s i-s also ccnsi derabl¿"

rt is hÊrê (t-h+ erea cf r+search) thalr iniJ-ltary
cuilay.: arÊ cf overwhelming i,rcighi âs e prÐpÐït:ì Ðnof t-he tot,rl ' accc,:ri--¡ng for f ifiy*two peiconl ofall- axpendii ur* ,Jn r,:sea:ch anå d;: v*1opmánt in r,h,¿
Un.S" (1962-3j , thicty-nine perc,Ënr in Bri:eirl
{1961-62J, :ìrirry p,?r:cet: .i-n Franc+ t1g61t andfíft,e+n pÈrcen: (É pa::*"i al- est.i mate? ) in Gûrnany
{19rrq) " }¡,f, }ess than 3sûrû0t quaiified scien*"ists
ar+ enÇaÇer1 ân ff5Ê:arch anrl devel,opm+nt for miii-tary and spac+ purposes ia th¿ CECD arÊau naialyi-n six count,ri+s (:hc.se lisied pì rrs Canada an,1
Bel qi-un) " ( K'i rlronu 1 97'.1: 51)

Êi;gehr not:.= that, ttsrpRr lisis canada es i.li", r,dÊstrì::n

llc l-ð s s sixt h l-rì.rgrìs-; spend.+r in mÌ- li ta ry r¿s¡¿¡.r ch and

11¿v+lcÞn::n:o av=ragirg $Scl mj_l-1icn {',.J,S, dollars} in th:
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y=aîs 1967 ;-c 197ù, Bui the f igur: is, ic say -*-he ii:ast"

conserva:ivÊurT (Reg+hr, 197"->:{>91 1{ê suggÈs-.s tirat $25'¡ nril-*

lj,on 'um,ay '0,¡;l l- be cl ose: tÐ th+ amûunt- acf rral I v sprnt,¡,

{Ê+q:hru 19?5:?û)

ls for -re-r,.T naferial-s, ts 1962 United iilatrons si-r¡dv

Ès-,-i¡¡1â--*d rhat th: av+ragr i?nual mili:ary å+mand icr e num-

bei cf :åH ;naler -a-l-s by in,lusè.rj a1 ccrtrt+,tieo j-n 1958-59 îrras

8"6 pÊrce,ûi at 
"h,l 

uorldas total cruite cii oui:.put, -3 pærcånt

cf ìt-s cruce iubbæru 15"2 prl cent of ccppsJr, 1c"3 ppr çqT)-Ç

of riick+1" 9.6 cf ri:1, 9"4 of iead and zíncu 7.5 of molybd+-

nun, '6" I cf bluxi'.:¿ 5" 1 cf ir.:n otz Ð ),-l cf mangarÊs?¿ and

2,3 p+r cìn: ,:f chrcml't:"

Kidron ! 197:l;52)

{U:ited }tra.- ì ons u 1962, quoted rn

Íinally, in r=Çâi:d to '-Êcir:lolc9: cai sp:n-cf f so lhe

ûECÐ concl*iled thaf-

:ir: :+su I ts :f urili -,a:y and space rËsÊa¡ch hav+
had" and t.lill cont'i nrt.: tr have , a gr+at,:i: 1rf lu-
$nc* on civiliar inncvat¿on by stimulatinq ttr+
Çår;îrài ra'-o of r:chncicqical ad.vrnc;, For r-ì'xâ.fiì-
n1: +Ì'^. -antri r:m:.n;= ¡f nrj 1.1 i-.-*rrpr- r T'n€. f r,: *-* -I nì}Ii xà:y ãnc Specr
îês+3;ch- =snpr:iaJlv fnr ¡rrri,4=n/-: :¡,1 ^^ñ;r^'!L\¿Ðe4Lçtt{ ;,r¡Jçv;a¿¿J !v! y\4j-uu¡-vç :¡¡¡u fJ!t¡ -ru-¡_9

hav* 1¿d ",-c fundanental and e pplied rasearch in
s'¿ch f:=1ås es s:mi-ccnCuctcrsu micro-ci rcuitryu
rnicrc-rnodul-.-sp Ðn-:rgy-cÕF.v:rsion and phy;ical
n':--a1lurEy" s¡hicii â.i-s bound to h ave an impact Ðn
civilian t+chnolcgy" " " f i: âd,11ti ¡¡,u t,:chniqt:s of
ol =nn'ì lro - :-:rt¡:h ã.ì on:râf j¡n¡'l r.¡qêar¿-h pr-r.rrÞee

*!-!J¿¡:4¡ _-JtJ-!U¡lp' ¡. ÀJq.-,Ji

nvalnation F*vi=vr i+chniqn,: (PERTì r sysr,i¿rns angi-
n:+rirçi and ve lu " :ng'i n+:ring - dev:1opeC ini-
:ir ì-ly f o: inilita:y and sÐacî pu:ÐcsÊs * l¡itl leal
tal -' ÍÊn,::-¡l inCfeaS+ :-f Drôi1ltc|.irrt. :ffi¿-iÈn{-vì, !.- uv'*!L- ç!!!V:;¡ruyt

aaC t.o ê. mcre rapirl i-d,:ntif,icatj-on of oppo:iunì -r-ies fci in:rcvarionu AnC finally, the hiqh si-an-
f,r.rù of performance and r¿1iebi-1åtv iequir;td cf
m.:-1:Ì.aiy anri sÌlàci sysr+ms has I.:J to ihe dev+1op-
ínêíit cr t*chr,igu=s L.f mâ? $ur:mÈnr-, testing and.
con;::ol- shlch v¡il1 servÊ to incr+as+ th: quaiity
airr r;ii:bi lity of prûdüc-:S cr::d comp,snDn +.su In



effcrL;: to

C:i t_i cs

lh,?- fi:1,1
impcrt,:nt
197)2521

rn ci í tlc!si-n g

R+rY-_hr 'harì +hi- - ) '-'

of i:1+ctronJ-csu
{O jlCD u 1965 

"

l-hiq ìq n.¡r'i-i nnJrr'!rz
1.'*L - ¿Jq-i<L.rl

¡rrtn:c:il ì r i{j l-nn
'a*r --v\¿

^-F^.1- 
6^

¿^Ð LL/ Jc"ye

]-ncr€ase arms

^€ ¿t.^or :n? Pr_ogram

n-nå 'r¡ è i n^
f _ Jv r\J - Lv!! e

herrìl v___- '^- j

¡1 rnr¡ *h ¡+ ì'rh.-u:lrl ,-tlçii- J'Ju- :tY

crëet{:ii. ,lil=c:Iy beceus* of the ê,xpor: of al:ns,
ãncl inlicectlyr alihouqh:o a mìJch 1*ss+::,1¡gre€
than claimâd, e es a r?sult cf ",-h+ +,+chnc1cgical
Ëp 1n-cf f s f ::crn ari!.s p:cC uctioa çhich 1:;ao io inao-
vâliÐirs s.nd nÈ!ìr comm.sd'ì tiÈs in th* civi_lian cr)n-
sum+r markÊt, (Eegeh:" 1975:29)

A s*c'f,Tìíl ãnd mìrch diff=rent reason for the arlopiion

CIf ü.n arÍls *corìcny is that sêmÐ forn cf mil-ireËy i-hrea+- is
alI.lays Ðr':s.jnï- and h,lnc'3 scm€ 1*ve1 ûf nilitarV exDe$ditu:e

always n-5c3ssaryû ?ir*: qucs+-ion ol to r¡hat exî+n+- r=a1

d+f+i:cE t::à,1s hav: infl-uêtc:,1 nilitary Élxp¡nijirur¡ has beei

exi:-nsì v:=1y d¡bate,l by participenis cf all political l.*an-

ingsp -ìnc iro[r mosi rf thes; '1:-scussions ona idea enÈ:s*s:

rhr r. moun¿- of mcn =y sp jnt cn al-1 +*ypes cf mili-'-ary anù mili-
t:.:y relat=d ilnde:taki-ngs in the tdestçrn l+or1d srì,ins Èxces-

siv¡+ f c: def e:rcc purpos*s alon;,

For thê m.:st parå, t I i:+ cì.r:bata j_s cent r+il ,:pÕn îhE like*

lihood cf a 'v{ai: b¿tu,'een r:I¡ø- sovì ': t uûi on ¿ airrl Ainer ì ca and

its :.lli:s, In iÍgaggqty çêp"i:ß} t1965\ u Batan arð S*¡,3Êzy

n::1¡¡-;'¡1 .:: ;h¡ f r'l'1 ,^ui rn <1!mrnÊ

th* t.heme of Soviat aggrèssåven+ss has been
reÌrãai'+d. so oft*:: and sc loudly during f-he I as-,-
qua.::È: crltury :hat it:s novl acc=pted by mos;
iìni+îì.cans as a fact - as lii*"1¿ to be gur¡s-,-ioneC
as "-har ni-qh: f o11':io'-= ,1ay, Àr:1. yçt u pe;adoxicai
+-h:ugh i: ney s;+n e wr kno'*r cf no s+rious anal-ysr
of Sovi*=t scci s.,l and Scvì et pclicy ipho r+al1.y
b::li+u+*q íi:, lIv*n iir* iåeologicaJ- formuiaiof of,
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rhç: ramr:us recontai nment'¿ l1ott¡in,: a G+crgf. il"
Kellnanu th+n chi:f ai tliir S:â*-: Ð€,p.rinçni ss po1-
icy planning s:af i o f la i.ly :r j =ct=:d :h¿ i dsa :h e:
t.h: iisSB i-s an agEressi.ve pc'.,rär in ih: sÊnsÐ th=.+"
Hi:ler GËrmany Has" ånC th; va::ous colum;ii;tsu
hj-s.:orì enso arJ. p:li-::ca1 sciertis¿s uhc hav+
uphel d ihe thssi s that S,:vi+t. oolicy has alway.s
h¿,:l sss€Ì)tial-1y C=f:i.siv: include many cf thæ
our:s:¡ading leaf+rs .3f Ane;i"can irtell-ectual life.
Tn t.ruth i+ woul-cl b+ har,l lo nane any *-tr+sis which
has b*en more ihor*uqh1y;_nvestigateil or nìore scl_*
i'1iy sttppor{::r1, In addi'{:'.ono *-h* mcre LhougLLtfrrJ-
politiciansu mì?rì like Ches+"er Ilû'.dLîs and SÈnâ+-or
Ful-lbiightn ere ofterr ar pains *t-ti ernphasizç the
tiremç rha+- t-ha Scvieî thrc,a: * .-,h+ exi s't;nce of
which :h::y do not dor:bt .- is not ini f .i_tary out eco-

In Çepå:elåss *.Bg &s:gåseq Leaåsa:båe {1e62) 0.t-iver

Ccx .rff ,::s en +xpJ-ana:ì on of this aDparênt ptra:1r-r;¡" H,)

arqu+s :h:r.- ;h= ttpla:lâ.rr cf strengi.h'e th::ory of ¡:ia:niilg

û:11 ì:olih i ig cplimum rn:lita:ly -.<.,-rErìÇ!-h, !/es abacdon.;cl in :he

Êa r Jy t:ït:es . r^ i.hr; face cf -f-h'å r+el-lzation -"hat *våtì

sxîr: m=l-y h:ga 1ç v,el-s cf cefÊnce +xpencliture o if hel-,1 îon-
siari:"0 øoul,1 prcvtCe ..nsufficicnt protrct-ion from Ì1,Ëcçssiorr,

Ài tlis ,sar'Ì,r t.irn-:, co:1çrês.; Þras +xhibitinq scmê r*l.ucr,ance in
epp:cvii.g sf:earii1"y ilc::asing f,=f,enc¿ budgets, [{,}rs',ivêr r'-h?
ni1d. ::=c+ssion of la+-e 1957e âÌid tha siilrrllan+Ð'¿s i¡rc¡e¿sa

in scvi:r space ":+cÌ:nclogy ryhich r'*sul-trrl in se:v,;:e1 sai+1.-

liie leurchì ngs, cff ::::ri a solutior, The ecûncmic necessily

port.raved as e ma-": -r oi
ttnåf icne"l .suriJiva l-w. and it

{øas)

i{es pIÕIiorìticËC ihat tt:lì.ì COtrìnur¿*

nomie" pol-itical- u a\4. idsoloqical,
S,*"+zys'196E:1Bt{-5)

( Ba ran an ,l

.is¡ mi'JìÈ:l-r¡

19.62:1û7-B¡

.LL5-'^ + qr¿ar: ? u rh rn È v+ :rr 
" lC*x u



C lei:.rl yn i¡ is irnpcssibl,,,t ro pro vide

anË!JÈr :û ¿iiç q'¿ÈstiÐIt" Iloå¡êv.grs lt seEms

sutrs:anlial pcri:-cri .tf 4.,f?i,c+ ìxp;nlìzur: is

ece:iomic lai:h:r tiran mi_l-i'tary riec.¿ssit_v,

å fur-.h+r asp,:et cf th.: a:ms +coIromy l¡hi.ch Ki,:1rorr

our-l-i,n-;s ís that its adopticn tenos t.c bring les.s:r siates

f u¡:tÏ:"r i.nt..r o"he i nf luitnc,r +f th= doninan+- star.-;" lJ* argues

thai. orrìì e cctlt*r-r] tr:qins.,-o u.s.* rfefc.nc? ;xpân1i-,uri? es a

mÊâIl¡- ,f f stabi-1izi-ng ì ts :,conciny ii, is facrd r,rith i.h+ ¡rrob*

len of crnszantly in:reasinq this +xp'ondi_rur+u ..¿sp3çi a1ly iir
rt:;*arch arees I o¡r sr,¡.brnttting i:o f urther technclc,lical

11*p+ncency, Th: sup:rirr resources cf the ,åominant srat,¿

makcs ii p')ssib1.= f or i.t. tc escal-a';E lessEr stat*s i nto a.

pcsi'-r or, wh+r? rh.:i:' choices aT? limitt+C tc bankrup*.cy cr
f tr:t-he: å*p,:1r.1Ènce" Jusi as aritain was ab1+ io åo;n.i naL+

th: capizalis-t. uorld thrcuqh her su perior indusir.r a1 t-ech-

eology d.uring th.e ninoie+rth and:arly t''den;ier-h cenÈuryo

Am+r!cè î s pcsition has b: =n much enhanc+,ð by its .t+chnctcg:--

cal srlp=i'icr:tyo oa;;icularly i_i erms n:od.uctiono ir th:

lat;-=r part of ihÈ i.'¡l+nti,=rth.

Siinilar:ly, arns + xpenCirur: ilay he us*d as ,ã. f orm of

eccnomic ,¡aifa¡e bei-ç¡e'+n +nemi=s - i, e, u Lht U"S, and the

sovi +t unì c:l - by "3x-*rêiTra ascal-ati.o:r. specif ícal1y , hy

f ;rci::q 'f,t,:? -= :nîny i,-t*,o cha¡:nllir:g e *qub,stani-ial- n,:rtion of

åts ,su:plus ì rtc d ¡f*inc+, cn+ cã:l pr"sum:b1y f,:rca Èh+

n;glect. cf more vit¿l- ar*å.s, This çf ccurse ess'JmÐ.s chat

1'+

a d+finiiiv¡:

J.ikel-y th,¿'- a

th+ :e s i-¿1t c f



is bet-ie¡ abl-a to af f ord thr ccst .

t3

?he f ol- -

frcm Schalfingås articl+e lb,à S.tf.eLÊg-y gE

SgIi;Cg,:gg gA.glg t19'Ð7\ anal.rgi z as th+ piüri:cs neaf .t y.

f häve be+r. askeJ vheth,Er I s¡ou1d buy a cnË-l-:ilrr-
,1rlri.-do11er ny1-cr v_:sr_ ro pto.L,Ëc+_ ny*c=lf f:on a
fì-v¡-c;nit bulle+-¿ as thtugh th; coi: critaricn
says i sÌlculd, it3i - thÈ facrrr cf 2t0û-'_o- j
against ne making i-- a bad i nvssrilsnt * yêt if I
tr:;.su:-** ny i1f: I sleil obvi-ously buy ihe vest."
Tn +-i:is example cre ccst crir+rlon is mer+ly back.-
lcariLsi :ha re1:vant qu+str'on is r,.¡liether my adv":r-
sâry shculd buy d. ¡ult:t knouing that I can nul*
lify his investm+nt with a butlet- proof vèst, Hç
he.s wasted his aonÐy if ihe v+st i s ch*ap" nadÈ a
spl':n11:d investuent Lî. my v+sÈ is axpensi-v,*u an,i
Lr. ask¿d what he acccmprisherl by Ì:uyinq hi.s brrrret
siroul_d har¡e iÌ:c good sçris; ¿:o sa y ¿Ìrai he ímpcseå
a cûst on ffi*, nûz i.ha¡ he hop+.d to kil,l mê an4 røas
f:ust-rar+d" {Sch,s11inq e 1967: 1 1 1}

F.: nai,lyo x-ì-11rcn ¡:,:l ¡+-s out iliat de;pite i_;s immense

posi'-irr+ il;'!r¡r.:nc+ cì pos:-"rar cepj--,al-ist economi+su the

*h^ aarñîacc,ar

-ì ntl-i nfl ñrr^-:

ar m *q êcrii,cmy i s
..'.irL +LlF.-. 'VlL*lI{ :-tLì!'= 15

not ç¡ithout its n-+qaiive aspecis" îo begin

t-he rath+r i:asic fact taa¿" oI:cê a s-,ã+,-.e

enbaik,s upon arms sp+idilu¡ as a mçthoi1 ,:f surplrrs absorpí-
*i on - inv :-êri Irni i n¡ -; -.vn:ñ.1 i.{-rrr-.urw¡.: t t:: y rsrIuUL j-rJI L) r =Xç - !Li..L.¿ds.._.rî .JL :TlOE.: aCCUf a:gly any

ra'Sucrion of -,h,: ia:+ of Eior,r:Ìi of expend:.ture, nus: h?ive a

negat:rr; :ff¿ct upoll ihe +çcnoüì1" Kidron cites +-uo factols
which ney l-,:aå J:o wi rrl*ð o jdns; 1) i:l rhat a stea,ji¡ qrowth cf
arms +xp+n'fitu::e is n3cÊssaL-y it nãy ult-inataly b+come j:cc

ÊËÞFn^sivt rcr- al i but ;b,e sup+r-pcrd is sô that 1E"ss;rl sÍar€, ,s

mcv c.rì)¿i nn; ,¡nl r¡*- J at :.he r'ì sh cf th+ir national +cononiçs"

anå 2l anti-mj-1:-tar:-st.ic fcrces'øi-thin t.Ì:e sta*,-': ilìay Ì:e abj-e

tc :-nf1'r+tcË ,1 :ms

{Kidron, 197i^::62)

.: vñ¿n,ì j år¡-- i b1^_vç li\,l; -LÀr= ¿1. a dcr¡nward. ,i j I ec:ion 
"
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In ad.dit-i on to *,hese fedang€:s:¡p the arnìs econÐmy

carries v¡ j---,1:: n it ce:ia-i n j-::h+r¡::l p::c.blems which rrìa y ult.i-
mai-='1 y unrje:mine irs s:abilizlng inf luanc,:, Fiis'ro âs arms

pt:ðucr:c:l b¿conÊs mc:lÈ sp*cjaliz¿d j-t may krecom* -,_cÕ +iith-
rfrar,¡n fiom othE: t:cirrol cJy u rhereby ¡e,Lucii:.g th*- spi::*cf f
ef f eci" Seecnd " âs arms Þrc.1uütion increas=s j_t nay creats
un*qual- iI¿:vrlcpjTrshi- in ce::tain s::ectcrs, rf Ðne:emånbers

that on€l of i-he fcundati-ns Ðf KeynË?s mcdel_ was that spend*

ing r'rr ;h¿ pllIpcsÊ cf su:'p1¿s abso:pt:an shcul.ä nc* åi.s:rrpt

ti:e r¡;1e'"ì onship be:w¡;+n j-rdivj-duar capita1su th: ,åanger of
thj-s is apparr-+ni," Finaliy" arns production nay;-_êtd tc
become incieasingly les:; labou¡ ì rìta,nsiv;"

1 97 f: 62* 63)

{Kid rcn 
"

lh+ +,;on¡mic irn:iatro:l is" quit+ sì inplyo thar: rh:
n:w ': rch:rolcgy oÍ l+a.:far: has :¿duc¿d the po!.J:r of
arns sililad.ilg to s;:_rnulate t.h* ec.onorry"

ït is ,:. conlûonpl- ace t.hat t¡alf ar* is beconì ng.
nû:Ê and mcfê a ma'utË,:: aF scienc+ and Ì:'echnolcgyu
i-ess and less a i¿aiter of mâssÐs of mÈn and wçàp-
Ðrls$ " , n AS a cor,¡.sÊquenc.3 cf lhese changesu th.¿re
lra:. been e sliarp;h:f+- in the charaÇtrlr of gaods
rnri s=rvic¡s purchassd by nili-"âir/ cut_l,ays.
,., o This chang* in lhe ccmpcsit..i cn of mili:å.ry
dananrl nea:ls +.-j-la; a g"i ven amor:al of mili.tary
qr)-Yl,li:rr ¡mnlr'.r.- f-.- +:-"--rp..-:¡14+:ry -'¡.,:Jf;i îA: I:'1,ía; Ð+fSCn-c tOClay than i:
¡lst' d to' rn rh¿se c"i icumslancÊs, åv€n vÊry l-a:ge
i:-c:+esÊs i¡,. n',J-i*,a:y sÐ=ndlng +rnplrys fa.r f:vråi
o:ì --sâils +,cday tÌran i: ;rse.-1 :o, (Be:î.n an,i SÞJ.¡tZya
19f;8:2'13-14)

2, -r ,Ð;"åå"BiJÀgIrË åI3lir¿:g -c

t¡li lh the exc¿p'-:_ol ci r':si:al:ch con dr¡ct+C. bv or ior mil*
iia:y ,;rga:i j za:'ons, som+ Df 'øhich r,ras i-nc1udeil in î.iiÈ

.1.3-.- ^^^r'vr =L = L-!- 'J rrjL. : l-óû ø a Ds; nthe: de f enc= ¡es,aarch f¡rl. 1g inta
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thq c,r*r,èÇûilr of disarmamÉi;i- lirerai:u:¿, unlike *,he a:ns

:concny 1i--iratur+s :-Ìri s Lnüt+ria'l do,=s ilci:, ÐI€sênår a sys*.+-

n1t--i c rh 'c:y cf :h+ pìì.posr Ðf n:1i --ary ;i{p3r1oi.*-ur:; .ca:her

i+- is conc+rnei1 'øith the l¡cument.ati cn oi al-i typ:*s of erfiìs

sÞ=L1:nr:o anåu in sotn + c.1 sasn witn outlin-j ng hobr ih,l riìôn+y

crlrr?nt.ly spent on åref:::c:.coul11 b¿ be'-i-+r ulìlizeå"

Th+ mair con::ri,buiion ni this ma-::rlrial is ii.; nericu*

lous Cocumelt-atic:: of rrili-ialy hudget.s enrl thE Lr'z+rnatinnal

ernìs ::ladÈ" I{uch of the n¿rf-':I'i al published unä.:r o,h,.-- aus*

pic,:s af iÌi: srockhol xr ri:.leraar-iÕna1 ,Deace Ê ¿search insri--
itrl.+ {SiPRI) and *,hÈ work ci ç¡:iters si:ch as Benoìt (i9?3)

Ê.nd, i.n Can';da u Begehî {1975], i s charàcterizecl }:v f. îËma::k-

ably c:-i1*lv+ aoproach Lo u:ri,Jreppj-ne;ho srrcrtd+d rrryste,:i:s

of ri¿f ence bud g-:ts,

Vi :iualL y alr af. th: dis:rftâmèlrt f i t.eEaru' e is bras*d crr

the prç1Ìr:s? thai def+nce êxp,sndiiurà ïrepiesent.s a irain on

the lÇo:lomy - r-he-. :h+ nonÊv ccuJ-do and sculd u '(t.? us¿)d for

InDrË construcli r¡e purpos" s .- and t.i:ai th+ armal$Ên*,s i*- pur-

ch:.s-:*q r lpr:,srnl a rh:ea L *-a so::l-C. pÈecíÌÞ tlios+ s:uclis.s

which at-:erüpi iû assÈss tir.: ; mpac'- of l¿dr.-lc*11 mili",a¡V

sp+nil ing o rlO só onlv i11 .-h,e cÕnX?xt af rÉ-ernploy:ng '*sorksrs

in the arrns i rdusrri:sa {ìla'-on" ig73} {cumberi-enå, 1gi3) of

slì mulr*-irg j-n,lustlial ;:ci-i-¡i{:y :.o make u,o foi d+ienc*

in4u.;t:y d¡::l-in+, {K1;:i.n E i¡ori¿ 1973) {,Bou1ding" 1gT3} andu

l-:cc ,rF.È=n ^; :Jilr-ss.inrr ih: i:l-..V;-_abIÊ halanc¿ r-)i r,â!riÏtan¡=a e- ."ùqr¿¿¡Y -t|r 4¡:": v_Gr¿e¿E u,¿!f,trvç v:. l/aJkr=¡:-.f,

probl,Ên {Betoitu i973} {Blawn, i96t4) , Nc a*,Èænpt is rnaC+ ts



ccil€ ï.o glips 'ui:-th ih,l piçb.,.lêm 1î

bliziliC eff.lCi :-rf â--r:ì :vr)lflli-_UfEù- _ u41õ J

*L - -- 
jiur)Ii?Irly rrli )!1 s:s?

18

to ach ì êv B Lhc sla -

cu+*1in:ed by the erms

ho r+

Onr, Õf ',h,a rrìf st :n:-ç r js:*,i ns s:urji+s pubti sh:å in :a.cËnt

y;3.:s :s Emile Benciis s Ð?_fÊi-tc3 a f, Eccnoüic Gfotfih in

Ðç.g.È.lgp:-, g ç?.U.Ê:€¿Ëg (1973ì, The bcok rs i-mportar+- bçcaus+

i i is o¡ Ê c i t ir.+ cn ly *. t- -;eÐ p+.-s - en'f th'i s is true cf both

t.hi': di s¡-lrnanì*nt a-nd arms -:conümy lit:raturÊ - t*g assess the

ccnri'or:tion of '1er:ncc ?xpÊnditure ïô t_hc ,!conûmy hy a r3a.-

scnably sopiri.sticaterl analysis of {ata" This is a si qr^j-f :--

cant ,1rpa::ure f¡on t-he usual prac-,ic+ j_n the fieicl .lf

thecr:z-ng on tha ba,=i-q of the mosï basic daÈa * rypj-cal-Iy

Èh* level of aîms eKp+r¡dir-,ure as a pËrc+ntage cf -i:c+-å1

gcvÊrnm+nt so+nd ; nq or Grcss Natlona 1 pf oduct * s'j i:horri an y

hyloo-hlsis l;-::ti tg oi crh:r sratisti cal a::alysis.

Bçrroì t¡ s book i s a siurl y of '.hË relati onshi¡: bet-sçen

d+fencr exp*ndj-'.-ure alC. *ccncmic g'rcl,rth in fclty-fr:ur o.ev*i-

cpir,g cc:tntri.:s in th; yãars f:cm X950 j:,: i965, The samr:la

acccunts foi aporcximat+l-y +ighty pÊr crnt Ðf ell d+f*nc¿

Ëxþ;*rrdj-ture by r'l-ess d+¡¡eJ-o.o*d count¡i =srr" Basicall-y" ih+

siu,1y +xSLnle-os thE ccrr+laÈion bett,¡.=Ën defenc,a sp+ndilg

{,¿h:ch is call¿d tP.lc,fence burCenit} an d, taci vi l:- al grc w-t it

ra.i- c.< l! lflrn=c ÐCm¿Sti_C p:OðUCt minUS 11 :fr:nr:¿ ìyÐ;:.:)d.i + ,,*^r\v+vJ L_JuuçL ù(¿¡¡uÈ r¡3!_r-vL. 
-4y--.s_-u:::"1 â

rn acco;d.arce wit.h zhe assump'.i-cns of '"hç rli sarmamç&i.

schoolu a n+gative cctrÈlat!on Þras Ðxpect+å betlør+n the twc

variebl+s, In fac-', alihorrgh he loss not r+vca1 thì ba:;i.s

f,;:: i his bel_ j-* f _ tì¡r n-.i : s rrspsç i¿fl ï-hat a
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âvÊry on* p€IcÊniag: pÐi nr of GD? ãrj,1+d
d*f-+rc+ bu¡-dcn inigh+- r?duce the civilì an
ra:e by as mucii 1s 1/tt cf 1;q- p"r annun
i.i nrr ìhrrr+ 7l üi ,\+ì eÈ,- .a$^r,e'L nra,lrr^¡.r t.- ,_4 çI r:n. gIOI'Jrn pro(]uc3c. Dy
ficnaL 1':4 of GÐP goirg inic inves;n¿nt,
1973:2)

to thc
gi-o L,J:h

offsç-"-
an åd.di-
f p--;rni t

fn :.he arttho;-{s wcrds" th+, riìsul.+-s ûf îh* s¡31 ysi s u.;r,: t, e

big surprj-sqrr 
"

r¡r= ¿id not f irirl t he i nv¿rs* co:ieiati on llei e¡eel
,J.:"f,:ncj: burdens and grou-,h rai:i?-s rhai mì ghL Ïr+:
an*-icigat+11 ct rh: basis Ðf *-h:s+ fAc+-s, Orì t he
con-Liaì:y, : hc simpl-= corr=larior b¿tr,r++n C_.f+nc:
huidens and grûidrtr rât,*s r,rçr] s:rorgly posil--:vc:
couni-ri es with high grcwih ra iës t=nde,f to hav¡
hi nh d:f,.nr.c- ?¡lr: 'i:¡q enÄ r¡'

" l_c3 \reIsâ 
"

This seÊn-
ingly paradoxicel pei-te:n has not b€en hirirer+,c
no:*1 o; +xplaín+d" (Benoit, 197322\

fn f,.ac',-¿ ân:xplana:i-on ci ¿h+ patiern has been o:-f e;:*å by

a I thouah i,h+v have cert,âinl y
-.'-j'¿*.¡*jth: ärmË ecoromy ---h: orì srsu

bei:n r*ni-s:j i".n doeun*:r"Linq if,"

In +-he co ur"se or hj-s uata a nii iy s.' s o B:no'i r ì n v.=s-,-i gates

Ihrc-: n^r5n^i ¡l :r:-i {r=n+c, tha'- coirtrrl har¡F..j an eff i:ct cn his

rtsul i:s, .Plr,;to he qu;sti Ðns wl¡*ther :h* corr+Ia:icn may b:

f elsz 'åu+ r) 11 sls--i rnl:ic bias i¡: th€ f a:-1o l-¿sni:'i ;rrl freifl a

idho \tÊT', p::esume<1qlrnl¡nq:-11 ; -:nr:1 ,Ìn^v nr: mì 'J i -¡ -.rr ^Ar.- ¡hm.- ¡*+çq;ryvrrL: ,r:!r¡r.¡: r.1 vL ¡¡!:!I:-1 :y guv.:!l!l["JrtLÐ,

ïc s¡:.;t-l mors or inil:Ea=y ecrûun:, to falsify :h+ir cÐulj-

t:y { s îr-pf,t:râd gro'¡¡iir ratç f o¡ propeganda purpcses" ile ccn-

clurles t-hat

al-1 cases

the carrtla-'ion i 5 z:'ct fal_se b.ece.us*: 1)

da--a. àT+ c,cmÐi-l-r:d by -,h* înr,*r:raÈ-icral äalk foi

FËcons+,ruci'ì o:r n:iC D,;v;l-cpncnt. {IB,\iD} 'øhi_ch !¡i1l_ rÊvi-s., date-

i¡if i: h¿:s rÐason *,-t) consictr.-:: t hem +xãgq ìrat.,¿d.tt ø 2) t-hetå

sssrris tc i¡; no cl-e;¿r palle;n of miliiary *.--;,-.-- .-^^-¡-:.rgr-iÌ. i": sperû1:g

rv*n iuh*n r,hr+,:

ln

m0: * cn âra5 t ha lr oj: Ì:+r g cvç :n n ì:it s, al d 3 )



Sec*nCo B.enoir. asks :-f :h= colle-lalior miqh-- ì;¿ spur'ì-

cus, Tht qlras+-.ì on ultima:+1-y :::vc'l-v:s a:ûunrl ihe t::.r1i:.ì coli-

nì1ri å.y ûf th'¿ ild+r:=nden..,- vali.ibì-+s, ø¡iicir '¿¡cu1¡1 hav+ rhe

ef i+c*, nf inf l-a-.'i nq iiL: correlatiols" I'h:s p:ocl rm i s ncL

2û

sì-1sp¿ìci c.l'Jrìirj.:s {ìlu:me, Jor,lfrLu an1 Scuih l¡i,::nam} u;r¡:

i :tilÐv':ä u ih ; ocsi.tiv.. ccrrñla---ì ::: :;ma: r--C s::or g, {ß-:r:.o:: o

197 3: 74- 5)

raa1ly sa:; .sf ac;crì-1y add::r¿ssç.1ø bur h+ col:cLudes -"hat 
u

î,v rî if the c.:r3l-a :lcn be:ween de ience burlens
an,f qrclri:h ::a*+s lnay Lr¿ regarrlelT a,J +- lchnlcallyItspu:i ¿pstr ¡ n a narrowly statisti ca1 and noiÌ*caìi.*
;¡l SrrnSs, r/Iì rlOuf¡-- ;ir;l lh''i S :I.Uly +:lmins.tiS th¡
pcssin:1i-ty cf. d:fel:c:, orr:*'lens êxcr*.:ng a signlf i-
canf ncsitivÐ causê and eff*at i:rfluence rn grc'"'lth
rcrt:s in dçv+lcp:ng courari'+s" {B+toi.'i, 197 3:22'¡

Finallyu th* {'r;;sricTì Df causlticnu in ïÐrns of w]r+-,1-her

hirtl-. '1-frn,-¡ qrì.:¡.Air¡: .::imlrlal-+¡-' n-.rr.r*Jr ¿¡r ¡ lrinh rrrnr;+Ì,èÌ.¿__- r:r¡y L)L:,¡r r y_JriL,¡t 'rL q 1r:\.t¡r y:vn-¡l

r:ae-'3 all:r+s à h:gh i:v:1 of {:fencc sp+nd:-:lgo is â;ked, Nc

ccir*La-"ion be+-i,r¿çi growth â.nd real ciranges in d¿f+nc:

çiKp+ßdj-ture ÞJ+r; fcun'le nor rdÊrÊ iief+nce burdet:s carrel,ar*d

vilh :is¡rs in per capiia income Ðr gortÊ.jrl1me¡t re vËnu+so

?hnsu Bånoit ccnclì.rd.=s that i¡ is mi'l ir-aly ;epåncling +-hai

-sL:-filrrla:rs Çrolr--h, a.nc1 noi. vj-cs vÊrsa, {Benoi,+*u 1973281-2}

I;ihr 1e f h=1iev* ihaf- "r--h+ main concl-risions of_ the bock

arÊ va1i,3u t,h*r+ are somr probi-ens r,¡í.th ihe åata analT*='is,

Firs*,,u a1'r--irougìi Þ-I,-,' iiit:esu.':êiûent of f,efçnce sp:nd,ilq c,3Ì:rËs-

p,3r{-is l+i-"h fr=qu+nr. ti sarmam:nt praci-iceo and .;;ith t-h:

nst-hod 11¿scri l¡ed by SIPPI in The tisanj cq an,ì I{¿àsureÍìçnî of,

ti:l-i-..ery Exrr¿:ldii-ure {1q7 3) il +,-he op+ra-+- i <:nal d*f i nitioc of
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ÐtIt'ilc+ Eurderr a-s def:¡nc€ :xp:nditrir--. ¿ìs a ptrcÊ:ì--eg.* of

Grcss D*mesiic P:cduct mày bE nrcbi+matic" In calcular-ing e

rat a i h*::t should be scm€ C+f i¡rable relationsh j,p bç:r¿Èr:t '.h+

twl variables if t-his rate is ic I¡e us:d in f urt-her calcula -
+i ¡n-: In this casÈ t.Ì:: iate is bas*rl o:1 t$o fluctuati nq

variebl+s, ihe fluci-uatj-ol.s i:f '*hicir may or mãy toi be

rÊ1¿ìL êd; nût ca:l GDP b= sÊÊjîi as e raiic var:ab}* in r+1atj-on

*n n:F2.¡1n.1 :n¡n.l i naarq!rr:JÐ Iiolç*vçr" B+noit arques ihal Èhe mÊa-

surc,was devis.?:d to improv* compãrabili:y 3.nonÇ +-h:., dai.a by

filr::rir.g ¡ut :-h= :ff+ct.s Jf. lEiâ.;lI varyi¡g valu:s of GÐp

anrl C;f ;1,:: êxp::nC:tu:= " t¡hil-+ *-h:s nìay ir; fact repr+S+nL-

an acc:pt-ab1-û soluzion lo -,h:-s probl:m u i. h,¿lie.¡+ 'Lhat t-he

calculaf-'i cn af such rat-.s i s best avoided if ccinparahili-ty

ancng inulri- rraiicnal 11 ata is not a f ac+,or" 3

îhe rl.ara a::alysìs consis:eil of f,j.¡si- calcrilating av+r-

age rates o chang.* for civil-ian GÐP end Dãfâncê Burrl*n for

ea.h courtry for lh¿ f i f --e+n yÐar periorlu and :h+n using

thr¡se rat+s in rh; calculati,on cf measui=s af corrtÈlai,i on"

0bvícusl-y t.he fi:s:. s-;3p:e,sults in data of a v::ry gin=¡al-

nìë-r-rr+, anri lt is p;s.sioi* -,ìraï- lhe fífts:en yÊer :aEçs mask

e gcc'1 ,r+rl cf :ígnifica::t y:ãrl-y fluciuat;on '¡Ì:ich m!-ght

lrâ.vÊ l:'¿vÈeleL1 a cl-ee.rçr pictuce af. f-ire r+lat.:onship berlre?n

t.h: tr¿Õ vari qbl+s, fn f actu vhelr B¡noi! at+-+mpt*d tc ane*

l.ys- '"h+ y¿irl-Y dat¡, for :ach coun*":y by rËcJ:ess* oJì araly-

s'su no clea: pj-ctu:e o*rs¡,gêd" ?his rda*q attri butêd t'o r-ir*

3S+': th¿ âis:ussion cf Ðçf ance fl xp*nåi-r-urÈ ln Chap;er IIï.
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vair-aij.oûs in r¿ear1y GDP as a i+sul*-, of clì rnayi c factcrs

rlpl¡- aglicult,ural proC.uct icr, but 1 5s-rpc' ct that if may hav;

al-so b'een a funcli"on cf using tli+ a+f+nc= expen,liiu::e/GDP

rati: ie:her ihar].,loil-er f:q'd:3ii t-or tþç +uidÐ variabl_{:s,

In a bri¿ f epp:n lix u B-=noit. g'i v--s the resulÈs of a

p: r1i ini ¡e-y analysis cf dt--a f o: d¿veiop:rl ccurrtr:+S" Thr

m:j--hoi is id,:n;i cal- lo t,ha; :mploy*rì. fcr l_sss ,1ev:lope,1

courLri=s" and rc y€â: by yÊer date- fc:: inCividual ccìtniri+s

is ;xamin:d, l,lc c] :al pic-ur; em+:t7+i f :cin this, br.!-* aqain

scm,a of zhis aay b+ 3'-.,r j- ur+å tc t-he llÊf i:ncÊ Burd¿Ìi cohcÊÐ-,_

ar d i¡ lile ¡i. fr : ,: r y rail avÈraging,

Fo: ines'3 rÊasoûs s cen:;i d:ra b1+ ca ution shoul.i b¿:

gmpl¡y,¡ri in ir,t:ipIct:ng ihe r:SUits Of àhi< q*rìdv- l¡hiIl

tìr= SDeaîn3Ìì and Sinpl-e î+grÈssion va-lues are fairl-y hiqh

{C"¿+9 wì:lr ít *. val-u,= of 3"'nt anl C"55 'u¡i'ch a i of q"2î rÊs,-

pectivaly) r,here arå qnestions of both validity ..lnd relia-
!-i 1 ir.,UÀ::- )¿t 'Ih: f.lst r,¿1at+S t,C thr: nì6asuI+flt.*n-; pfoblens

al-r'+af,y rnen:ionçd" 'lh+ rna io;- r'.'?_ i¡ hi I i -,v uro bl:m is th+'"^ J--

prssibility of the coirr-1-a+-ior: coefficien*,s bairl inflated

tr+cause Õf aut-oco:r€iati s¡1" Thi_s wor:-1 d s**m to be a possi -

b:-1:-:. y cl:v=n *-he ,la:-,io bu; ;s acr a,lSress¿d in lny sys,ie -

m,ãt' ic na:ln år,

¡lev;rtheless" Bt:lci t cq:nclurl,:ls t.hat t-her+ :-s a siqnifi*

cana positive r+lationship beti'rÈeri mi-'1 i --ary cxp"rìf iiurE and

econcmic ;ri)r,r:iì fcr l,:ss .l.eycì-,:p+1 ccurttr:-cs but ø ar. +h:

b¡asis of his brief analysisø suggests ih¿-,.- t,h.e same tuou1,1

nct h* å.irtã f,¡r ,1 ev+.loped ccun'r'-rì,ês,
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I'; shcul-,1 be noi.ed. thar l¡h:-le tsenoit b;gan his s1-,udy

t'l:'-i "-h.- *-yp-caI Cj.sarnaú?:.: p;.mis: :ha-, d.:fsnc.: su:nding

.i 5 a d.rel.n af. ,+conomic rssou:c?ss hi-s conclus j ons rÈplc>-ë?l

a lad,ical d,:pa:--ul= r-rcn..-h+ dorniil¡in+- thcuqh-+- of this

scircol" 'ihls j-:; pa:*,icul¿¿rly si gni ficant j-n f-ighr cf

Benoj t.e s st;:iur* rEithin tf:-- d,ì sarnan,?n*- cûmmunity as onÊ of
j"-rs mosi: prolif ic !-.3sËê- ich,::s, both :rrl+p+nrl*Ìì',ly atd far

thE Iinj-J-.ùå S¡atas Alms Coit¿,¡o-l ãrLd Dì sarmament Aq:ncv, CÊr-

tainly f,hì¿ríì is a marked co:tiiåst Ì.¡ètween Be:ioitE.s concl-ir-

sians and. rha vier+s:xpll+ssed by HÉlmanr:¡i a hooì< pubiisharl

a Jrçal Ie+ '3r*

Thr, i"d:;a th¡rt. !ÍaT Êrccr!i3ily,t,4 Êcotcmy br:nqs pros,-
¡"re :ity hls b -=com* mc:r +-han en Am*,r-! can i-ll_us.ì on"
r o ¡ f ;; ;S *-he p:: lna:Y f+SÐOnsibi11:y Of :hCugl:f uì-
p+on1e iEho arê conmj"tl-çd. to humarir valu:s rù co:t.-
f r,rnt .1 n11 rêspcnd '.e rh* pr-.3speca t- h*c cl eteriora-
+-ion of 

'1 
n,;:ìcaL ãconomy an,l sòci+ty, olring tc LIs,o,

:a vagÈs o t \ilar eccl'o my,
{fl *=lmail , 19 7t+: 299- 3Õ cl}

By ihis f do not r¿isir io -imply

tinuaticn cf the arns tcoi+mys

cal:,an r-hat. i"s +xist¿nce i-.s a

t,:rs {:ha: lhÊ warl{lç+ ''mpulse;;

inÈttr..si of arns inaufactuírlfs"

aThc +-r_ìIÐ tt'*IAf
tr 3 :a.lf

can beccme :i riç¡versible,

-uhat Bcnci i f a vouls rh: ccn-

irut thai his r+o:k is an indi-

¡esult of norÊ cornpl-ex f,ac-

of Ìr¡:neni:yn ûr tl:* v¿is',-'rl

ÊcÐrioinyrî es useå by flelinei: !s *eyn)nûus *Eiih
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2'4 ggäsåBÏ

?h+ piece il i ng ;-:ri!ç r.¡ has ouilrned +-ht: iÞro d.omi nanl

scìlccls oi -*hcugh: cil rnll-:ar'/ s,uerLdi:rg" To ih; arin.i âccnr'my

r:l'r+o:is'-sn â¿i..nc: çxÐÊn,i:--u¡ I i s --h= s::r¡l+ ncs-- lmpcr:an¿

fact.ol:i:r th¿ post*v.ra: econcnv, rlir:c:1y::spoitsibl_a for ihs

Ercvthu stabí1ity" and high *rnpl-oyiuent t.hat has chara-cr3r-
:-zed, ll.ìÐsr of ihe pelj-cd." Às :-such u lts lnf luence i .=.- sÊÈn as

much aÕr= :han simply piov:ti ing +mploym+nt in +_he arms

ì ndusli'y¿ or se:r'i ng a-s a rr¡of irabl+ f ield of inv*stru*ir"

To"che disarmaÌû,ànr cùmp¡ ,Jêf¿nc¿ çxp+ndituit ir ildus*

tital coun:ries is a drain r:] valuai¡Ie resouïc*s r¿hich could

lt+ bei¡-*r enployed f ¡r mcil soc,i a1ly t1¡lsirabl-: prif pos€s"

!fhi-le írnr: nay finå li¿tre tc qrreriel l¡ith in ;hi.s lart+r

sra:3inên-- u LL i-s less cleai wi¡et-hel a reducticn in dsf+lìc,e

Êrpiindj-'-ur* ir',culil r*sn1t. !n this t'!pt of speaðing, 'r,fhil+ I

d.o no'i-- prcp'f,sè t-c enter intr this hiqhly ^spÊruì.aEive at'sa,

oni sholll-C ren€:mber tha*,- Keyn+j hims+1f s!-tqg';s:.:,1 thr sp,:nri-

ing f o. thc puipÐs? of silrplus absorpt,ion sh,¡ul C tak+ th+

rorm of socralJ-y us¿ful ploj=cf-s m,Jre ihan fc:t.y yìars ãg3u

sirh l-ii:le appar*qt.3f Êc*""

Cûninon tû bcih -Ç ypds of j i t--:¡a tuie' is e I ack of ,1ai":a

anä1y;is h-y r'¡hicii prcposi:ions cor:ld b+ taste,fo Sinpl-y pro-

ducirg n-',âi)I;.i'¡h1ch shcws a i:!3h l_;val of mil-itary:xp::rli*

tu::* j-n rr iatj- on to GllP o: :ctal gcv irtrn,oll-, expenditlrr¡t r j_s

prccf of rlo+-hirE ¡n3rð than a- hiqh l:vrl- cf 11:f,:r,c= sp+nding;

it do;s nrJr r=pì;sÈn: en ad+quat+ base f¡om shich furrher
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related tc ihr;

LJ

snpÐo.s:-t!,::1.; nãy bt nacj':u C1:arly, "lhat'i5 r=quired is an

examinat.:on cf th: rêl.aticnshi-p i¡ei p;een d¿fsnc; lx?snditu::

and. irc'3nomic rtrr"owth, if a às circ arms ëconomy theo:ists sug-

qs;;ä" lhe fcrmÊr has the ef,f.:et. of stimu1a.""inq th: econsütyr

onä would *xpäcl- the r.rdo variables -,Ð b+ posit.iv+ly corrs*

l-atad; :,f rnili*-o::y speniing is a dl¡in on th+ €cÐnomy f-he

corf?lat.i on shoul-cl be negative" In crLl+r +,-s r l¡r¡es+- .l gal+

thiso tr+G hypothsses l+j-l1 be r-s;s+-€J,5

1, Fed*raI GoveËnmenr D*f=nc.¿ ExpÊnôi-rure j-s

r*l-et.ê,{ tc C:vj-lian Gr3ss }lar.iona-l- Expend irurt:,

nrìq'i+iv=-lv

Gov:rnin:nf, Ð:f.:nce llxpènciture :_s ncsilively

La bour Fc rc+ Per*, i c ipa +,-i-on Ra rÊ ,

Grr;ss Nationel ExpËnditura is emoloyerl as ar i-nCicator

of =coììcnric grot*th and stabiliil, The tabour Forc.: partici-

pa',icr ia: = is employed corroboratively as aa alternai-¿

{a1b:i: irf:r:ntial} me1sur"3 of gro!¡th,zstabili-"5ru and as 3:-

indicat-o:,¡f *mplcynr+nt,u in accordar¡ce witkr the arüìs:roÐorny

th:'crislcu ;lr-qglsticn thar- dr:t+nc= sp.,nd.i ;ig ccn::ibu"-:.s îc

hiqh lnnl cynent ievç1s"

5Il. ha.s alreadv been noteå tha: prior E,o t¡o::ld, Hâr Xf the
1er¡al of public s¿ctor -ìxp;ndi'*ur€ was i-nsufficiçnt to
3;x=!:t. any si-qnifican+* +flzc-- on.:conçmic grcw+-he srability,
3ic, The f oll-cwing ìry octhe s:s pr+suppose r-lLe Lypically
high"i posr- !lar sp"r:ù i n q I*v.ì1,qo b u-- j-t sLould. be notad
iiat Èhesc l-¿v'-.ls mây nÐ: be atiained uniil sev?ral_ y+ars
aftc: È"ir+ ;:nd. ¡f tht Í1rar"
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Olî, iac:cr troî iï:a lt vir h i n at:y cf th+ r+s:a:c h

r+v i ¿wtcl h.lr+ u is th: poss¡ bi1-ity iha¿ a.no.i-_her +- ypÊ cf
gov+:1ìn,3n+. spendln-o nay al-so hav* e sign"ificant ;ffact on

eco t:o mic glcvr t h 
"

ìln¡inn :h. 'l¡si, f ì FiÈcr vèâr-=- Ir¡d;r all.Jr-{!Jg - _ u\.a:lr

expenCi r¡:re cÐ I-l ,;al-th âad ',#elfare has consj s-r-e tly exceeded

def çnce j¿xpÈn,i itul=o i¡oth in absol-ute tptms, and as a prc-

po:ri:n of all govertìn3n: spi:ndlntl" * Tn fac*." ijeal-ulL ancl

tr'reifâ¡¿ i:ìxp-nd{r.u:ç has ncw replaced Dtf¡tr:re Expenrlitur3 aÊ

th¿ sing'1e largc,st i"Êfiì of F¿dera1, Government, tsudqa.,ary

Expend.i¡',uitê. frì vi:a cf a shift- or this magnitu'1? one musL

consì de;- thz possibiliiy 
"han, 

the fcri¡er has b*con.¿ à ma-jor

chann+:l f cr K€ynssiali sp+nding lnjrct'i ons; cer+.a.inly ii_

com*s nrlch close r Èo K=¡yrrês ! suggest iori :hat span,lirg si:ould

tak;: the for¡n of social]y rrssful- projects, Tdo further
hylothes;,s '*rill- be testec in oi:ûer tr¡ -=valuaÈ-¿ r,-irq; i mpact of

IJea,l-f,h and w+1f alë sp:ndinq ûn economic qrovrth 
"

3" ¡'êderal- Governmrnt Ïìeali-h an'1 ld'clfere Ilxp+ntliture is
pcsi.",:.v+ly -+1at;l to :ldjusted Grsss Nat.icnal Ëxp;::,l.it-ure"

4" Federal- Gov,,*rna+nt il+alt"Ìr

¡ros;tiv.:l-y ;elat+¿l l--,J the l,abcr:r

ard ti;1fir.+ Exp-i:,1ii-rir: ls

Force Particlpatio: Rarr_+,

61er, îabl-¿ *2 in chepr-rl: T\1.
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[ieal:h al'l ì.Je]-fa:r: sp=ndinq shculd ro: bz sÊ+n as a conr_rol

va:iabl:.; thlrE is nothing in ãrnìs ?concm)¡ :h-=,::y l+hicl¿

d+r. i ¡.s ih+ possi-bility of clha: f olrrs :f gcv+rnme n: so.t::dirg

havirrg -T: :f f +c*. ol Ècor:rm:c qrowih" I: faciu qiv:n --h?

megr-itudr of ih+ +conorì'c Çîôbrili va:i:.bl+ u j-r. is uniik+ly

that anT 'f,nÊ f actcr could accouni: f cr all_ variation, Thus u

[ic'a1r- ]i and ?J*lfa:e Iri+nditu:* s]rculo ba seEn as an alrei -

nate "c'r*varìeb.l-e'¡ s &È ii is quit.* possíble ;.hat both j_t anS

rl=f enc-: sp-:nding [iay be Ècund t o be relateô +.-o G],iE or t.hr:

participa+.ion ra;;€" Any posi l'i ve rrl-a*,-i onsh.ip beti-/s€n t-h=sÊ

ttøo grcwf h vari.rrhl+s an ¿ fi+alth an,i !,1*1far".: expçnrl j iur¿¡

ç¿oul-d cÈrEainl-y fìr *,ì:it KÊ'/rlesian fraae+¡o.rku



Chapr. Er TII

YjiITIlûDOLOGI{

3"1 g"{Ir aI .\IålrEJg

Th+ unt I of enalysis Ío¡ all- Lypolhes+s is C¿rnaåa* The

Y¡rkcn az:,1 iqor¿.-hv¡est Territcries ar* excl-urled f ron the parli -

cipaticr rà:€u âs is ll,er.¡f,ruiil1an11 prior tc 194q, Thâ Grcss

$atìonal- ExpËndj-f ur.r figur:s r;f1ect t-ire-, vatrue of all gcods

and. services proðuced in Canadau br:t cf rou;*qe excl-uql+ lrle*¡-

f ou nrl l-and, piioi to I I49.

gJää ES,-AÆ"E!PS5

All ,laia are fc: f-ha fêâtrs 1947 to 19-79" Í'he dccision

tc b=qir r'¡i+-T: th+ inm+d.iar-e post-rr¡âr period rrres made Ðn the

basi-= cf, thê arms econoflìy +-h*orists? assÊrtion t"hat thr

rû.1e',ior.shii: ,¡hj,ch rh¿y d:scrih-' cnì-y h.c1Cs fcl tl:r posi-llar

p*ri-cl" CÈ:tai-nly K.:ynis 0 infiuêncÈ \,{âs noi f e1t until- li¡ar*

t:-¡r¿, brt becau,sÍi c f. t.'t'+ åiff icuity of c.Jnparín,1 lh+ i,Jar-

ani pÊjac+-tirqe p*ricds dat-a fcr 
"ha 

yÊe j::s 1939 ic 1946 i*c

excl-r:Ced 
"

Da;a ir,=gins rrear 1947 u ra:her than 1946u for løo rea -

srns. Fir.;t-u althcugh rlLr- ÍIaî €nd¿11 in 1945s iiar Expentri-

tut+, âr--,l*f:i¡lçrl by'-l.iÊ Ccrn¡r'-roll*r of the TrqasurTu did ilo.

c:.?asÊ ul;i.l ihe enå of the 1946 f,iscal yçâïu SeÇ,tnd o t.hct;

*28
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j-s e break in ccnLinuity f rorn 194ó i,c 194V in ;he Gross

li a* ¡ onal Îx¡r=ndi;u:e ii-qur:s, es e îesul-z of r'*ivi sic::s cat-

ii+d cur by Stat:st.ics Canada cn +*h* posr 1946 daf-an Simi-

l-ar revisicns were nc* mad* for earli-+r lr¿arse srJ +-hat *.h+

indi-viå¡rar itens '-hai nak;: up çltE are "s11gÌ:tly dif f :rÊ$r- fcr

th+ tuo p+riocl s, (starisrics Canaåa , 1975:56*7) In sta+,is:

iical t+rmsu thc resul'. tf Lhi-q disccntinuitv is:hat raliile

rl,* ev¿rege annual pe:cÈi: chenq* f,o:- Glin is 4" 3 fr: the

years 19'¿6 rD 1q46ø ar.õ.8,3 fol t.he year-s 1947 ro 1968, th+

avÊraq+ ¡.nnuaI pËrcÊrrag; change f cr tr946 to 1947 is 13,q"

Init-iall-y i'" wer-ì hcpad thai data fcr t.he pcst*l'lait pêr-

íod nigli-' be ccn-Li:a"sf,+d 'sit.h dafa- for scms pei-ío,1 pricr r:.o

1939, äoweveru th+ +arl-i+st d,rte fr':in whìcli ccnperable åaca

fcr al-1 variabl;s can be obtained is 1931u and t-he p*r.ìod

Xç31 to '1938 j-s torl short fci p:cp:i enalysis,

3" 3 uågg sgg3çEå ÂNp ag.EaåT.¿ag,åL ÐEÏ:IIïIQE$
All data i.s taken r-:cn official puirlicatiors cf thr

GcIrË,iiìmtni of Canada¿ âr.d therçfore th+ fi€:âsürêmêî:: anil

Cefinitjons c,f all variabl=s eL'= n?c*.ssarily thcse of thç

de.ia qail'rering egêncies" Hc)tr€v€rd iil somÊ ceses futthcr

adjusi-m+ni.s hav= b*::i nade ao -'ha data,, FoJ_l-cr+ing is a l-isi

oi ¿11 vari:Lbl¿s, th,=i r op:raticnai- definitiolìq an,l mâesurÊ-

m+nio aid e discussicu of nea surÊment prcb3,,:ns,
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3.3, -1 Ð';;-lÇÊ :xp-:lgå:g;:.
llhi-s v¿ri ahlr is ampl-cyad :n hypcrhesis rf 1, Th¿ aèa-

snfÈflêrri af Def:nc+ Fxp+nd'ìtu¡:, is deternin:d sol.?ly hT t-!Le

da:e. qatr.eri"r:g âÇ.-:rcf, ai-I rrilrsÇeh*rS *ixpcr-citu:.-s by tiil-
ÐÊpartm=nt of tieti orrel- Ðêf Ênce and Def encÊ p¡oåuc.iionü 

u

{^5.-e t"i.sti.cs Ce-neôe s 1916;328} It shoul-cl be noreil thaz Vet*

Êtrã.r;s s 3€rnef j-ts - i*hich ar+ p:yed cut by tìie D+parln+nf-

of t/ cîsiârls ü ltf f aåis arÈ +xcl-uded f rom DFifÉìiìcÈ Exp*n,1i-

De.'-d f cr th+ years 1947 s,Õ 979 j s from lh.: Naticnal_

Tn' ç-çq:ì a¡iri f xpe:rd i rur¿ trcccun:s
õó¿.Ò¡*5.-ø

pubì-ishrC h.¡ Sr¡'.i<r.ics Calada"

tlhii-+ iliere ir: Ìlo ¡;robl+in wì.th

Def+nc+ ExÌrc'¿dirura â:s rh+ toial of exp+r,3ilui+r; hy *,_h?

Låpar lnr'ni ;f Nationa'ì Ðefçric; ,in,l iÌr+ Ðepartmenr. cf D¿f¿nc¿

P:cOucticnu 1-h€ question of 'n¡hst.h*r lc ernploy conStan',_ or

curr+nt ij ol-iar f : gur*s is 1.,ss s; mpl: , tJ sua11y" ç,'h*n oaÈ is
ir:ttr*si:crl in measur:i:g raal charg* il y:a11y spen,jieq fj,g-
ur€s a suit.ebl+ price inl*x is employad, tÕ control for thi:

effects cf j-nfla'icno bu: in dealing w.i +".hr d*fenr--e expen,Si-

tur*s rìo appropr; at¿ r:r ì cê inåex is a¡.ra"itabl-eu B+causÈ no

!',Lgf:nc¡ pric" ir,dexus :-s ¡bi*ainabiçy a choice nu:--ci be na..1 e

a'hether t:o +nplcy ät ì ndes calcul_e+,-*å f or a::oth+: typ.; of

spi:-Irri. inq" Th+ two n,i*arest -i ndeNe:s i¿oulc se?m to h,¿ th.+ cCIn-

sum'?î Pli c+ trnCex and thâ Gcv+rnnp_¡:i Expenditure

Pr j-c'¿ rnd:xu bui T belier¡ç r.i,.et neith.e_,r i s eppr¡priat* f¡r
&h= Fnl-l¡rrrin,tv,,¿^_Y r+ascns,
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1.¿: letg,lst cofipcî-¡n*s cf d¿fenc: spsniinq er'. pêisÕn-

r.*l ¿ an,.i ûpsîaticns ard nain+-snåncê. Unlik* all oth:: Fed-

.;r¿rl GovÈrnnÈr:t d+pa;-lm+nrs ar,å [tösr c;f pri var] -i:r;1 rrstry,

miiit.aly pêrsonrË1 ar* not crgan:-zzrl int_o a union u ÕT any

quasi -'rriion such âs an emplcye; associ at'i onu ror cloes thç

DÊÐatim:nt.inîer i-ntc any form of co11:ctiv,e ha:ga::ring vi-.h

m:1i '-ary perscnnel. ;ìlso, lll{D has no dir¿co- coæp';r,i +- oîs

fo:'nil-it.ary pîi'sonnel, in *,hat the¡e ere nc prj_vat¿ ¡nili-

tary orqanizaticns r'¡hich m:ght iur+ rr*mpJ_oyeËsü eÞ¡ray by

of f +r ; ng h.iqh+r brag*s, This i s not to sey that military

p+rsonn': -1 nay îc: bs artr ac*-+d try ot h+r ur::€f <r. lÊa +nplcyrn€nr

,'¡, gcv::nn;ìì'u or ir'.dus-,ry, al-rhlrrqir th:s uculi pr-:sunral:ly h:i

HorÊ a factcr j-n r,scruilinq" cr ?rit_h rÊc:nL r;cru:-::su than

si: h rBcâ.rser soldiers", Eçlat.ç,:1 yÐ thi-s, DI'lÐ of fers ç.¡har- is
probnbly Canadas s mosl. atirecti.vE pensicn plano ãs wcll as a

va:itty of benef iis i ¡'rciuding in+xpensiv= housing o cornpre-

hansive meðical and d*ntal ca:+u âûd rÌ:+ non- prof i *" sale of

ccnsumer goorJs 'shich may ¿r€rrd *,o rllscouregË personnel from

ea:i¿i ¡n n:h :.r ^mn'ìnrtmâñ+Ð =: À::rY 'J -.LL'J L := lt: y;U y U: ?rJ L € Thr,tsø military pelslnri.+1 err:

cushicnqd from many of. ihe *ffects cr infl-ati-on by th+

D;parj--mår" , w hich ¡ray t'-+nri ic minimize j-nf iati onary i"ieq*

åncr+a"s È"

UnlikE the casç ín priva:+ i nrlr.is;ry, mi lirery fiìanpollÇ j:

r;gui.:en+qts arr, nDâf fecrrd by eco:rcni c or oth¡r *x;arnal

ecnsi-,lEr:rtions, Th¡¡ siz+ cr,estr.snÇtht¡ of l.he d.rÌï.;d fcxces

is d:::rrninco by lc::g range p1:la:ng {+xc:Þr i:: ces+s cf
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wiï:) sr thrr.'.h¿ neeC t'o -sudd.ellv inc:ease manpoi'i*r, uhich

usually :r:icj l s of f+ring h:-gh-:r !{193su dces r:ot aiise"

Fieallyu tbe¡e is ê. ccírcsi:t-uat ptohl-eiri with appl_yinq a

pr:.ce i r,]sx tc n:lita:v sacÌÊs, Th= irf 1a"-ioüery ,torìpcrr+nr

of. v¿g -1 increasrs in ind uszr y i-s det+rmj_i:etl by ihe e x+"et:t'

th.1 | ',{å.íÊ;s irave i-ncr*asec ovâr i;:ciea*c*s .'Ìl prc{uctlvis_y,

Tr. na:rrlfacr urinq ihe proc.,dure is s:np'l ç" and 1n *-rad.= cnly

s1:.EL--ly l-lss so, bur;h+ mili-rary procluc:s nc ",argibl; lrlt-

¡:ui--," ûn "¡hrt basis cou1,1 incrsas+s ia miiitaty p:oduc+-ivity

b+ reasilr,:d; increasr-tì naiional secur.ìty? Thus rhL* in*vi"+,a-

bl- -+ r.-=su1+- ,o+ att¿rrnpf-ir:g tc apply any ex'i s',ing p:'i cs inCex

to n:-i:-.-ary \dåri*s r+il-l l:e iû à,'fââi all inc::eas* as fh+

effec:- of i-;rf.l-a--ion"

The, en,l :esult of thase fac:cls is ihat mil i:aiv lragê

reles a.* v.âry much ¿i th* discr=:i on of the Department of

llalionaL. Def*nce, This do-os not- nean that militarv uaqçs

will nof- r:-se, nol. *-haz tlieil incieass wil l be tc som?

sxt,êiì', ãff*cted by íirf lationn but j-t is clear thaz ih+y r¿il1

b* m.uch iess af f ecterl +'hân th+ wlges :r unicr¡i z,s,J cr oth+r

içcrk¡rs in gcvernmenî- oä iråusi::y,

OpÊ,reric'ns and nai¡:'tenaîìcê sxp€,nd-i +-rtr+-q a-îe grri::

i-n i.+.:rtuin+å ',¡:th p?us/.;;rlal coslsu ii: rhat ihe pèrsonn+l Frlr-

Ëcrm!ng -.hes3 opír:â.*io:'ls åi? elmost -=xc'l usivtly rn:I:---3îy,

Ð+ycnå -.jris tli*ie are a numbar of fa,ctols shich set. DiçD

anrtå fr¡m 'i -4lrÊf ïv an,l íl .\pr afñrr-:rnm¿-i" Th:S,e :AL.yc. f rlmrr( !¿:*urL:J yJvç!¡¡ui.-r-s I¡¡:.ü'J _Ctl_Jl LL¿|l

ma jcr åuÊas such as :hs Ð,;païtinent{ s tax f i':il status -,*,J 1:s-
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seî e:êä.s such as rt s ÈxÈ: rrìpiion f ron carry j pg j-asri::ance {a11

sr¡¡*tl':n¡nt s are nade: i;üt cf cp?r¿l-,i onel f unrls:) o l,1s1u .j:he

çxtr?[ì=lv 'l -:i.rlê hrll k nttr¿-h:qin¿¡ nrâr.:ìr*a ¡f +ha rì¡n:a i.-* __ylr;mãl"_

for: 3cn-nili-rõ,r! it+ms ten.ds +"o conil¿rÊr inflat.'i onary

effecf-s,

TÌì* }thel m¡inr i:.am r¡thiCh mAkèS up rhe D=f :rc: nUdg=i:

is c¿r:ital- outlay f or +quipmenr. IrÊrå again tÌ:=r* arû e

numb*r of f¿ctors r¿h: ch eïÊ t-tniqu= t-o tht miliîa ry cont€xt,
To begi n wi rh u a:nem Êir*,s ai.? rlÕ-u sc]-,i on al: op:n narki+t

in ih+ s;ìns= that cùflsum çr goods ãr€; rh+ numbèî of pur-

chasers is ;mal-r-, +sp+cia 1iy 1t you consirier NATc jcir:t pur_

cha.s+c af nejo: il:ms, i¡l a,1c"i-tion tc -,liis o f.ew rnajcr items

ar= procuc:ri r+ithnul n*ing desr-ined foi a patticular pur-

chaseru lhe dûfencç crnzrec; b;1ng -,hE invariabl-e mcd+ ôf

sale fo:: a!rcreft¿ flìcrorj-zsd. v':h'icles" anrl cll:er s:¡rh.ist-i-

cat-ed '¡{Éâ.pcriry"

It .i,s a1s: v?ry d1f f :cul t å;o gaì.igÊ +-h= etf.¿c-- cf infl-a-
ti" cn on arnam en ts becausa of '.Ìrê cr:ns"i.anz i-echnc lcqica 1

inno'¡a'ì:åon in the i rcust:y" and. +-he late at wjrich ¡deapons

b¡cp¡:e ok;scl-.t+ is unpaïall-ell,*å excepi perhaps by the *l_*c.-

t-rçni cs indusrry {ru}rich u af co'JrsÐ, fo::ins a rnajor part cf
m*ð*rn rrêaÞorrf) o In sp,;ekln g rf :his piobl:n? SIi?RI made

r-h,l f ali rwi:rq cbse,rvl:icn.-=,

Thç colisiluctioa cf q pric: ind*x llo:: goods sulr-
j,".:i :J ccntinual techni_cal cha:lgç j-s a rliffi_cu1t
prccerlur+" Tf r"n,* :echn-i ca'l cha:aci¿ris-"i_cs cf a
goo,1 cl-ianga sig::rf ica.n+1y, qrralii:,r-"iv.;l y speakinqu
i*- is ar?n;J..rrr good." Th;l Êssí;:rùial func¿ion cf a
ol j ce j n,f ,ex o oâ .'-hÊ c-,- hsr hando i-s -:o msasur+ å.hÊ
avëraiJ€ cha.ilge in f.h,* p:icç rf a col"lecti-o:l ar
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id:nt-icai goods aL t",,rÐ poj nts in ,.,jì1tâ, If a ,f,¡cd
epp*ars ir: perior-l 1 whj-ch is techrrically diszirrc;
flcB any gc c,i aptr:erilrg 'ì n p:riod û lh+nu +,h*c;**.-
ica-l-1y, i : :-s n.ãcess:1 ry 'i,o com Þ11*,Ê a ÏryÌ:o',h*tical
pe:i od CI price for rir+ nëw qÐs,4-u ",I'ùhat:v+r civ'i lian çric* i¡Cex is usad as a åef,-
Lirt-or" :htl funrfam;¡ntal pn.: nt is rhar inadequat_¿
accDì-tnc'øi1-L be taken of rhe iriqirei r¿_.{-_¿ cf qual--
í"-y imp:cvúrTt€s-u in ni-litary :q,ri pinent than in
ci vil =q,:ipm+nt. S inc+ mi_ I j r,a. :y cuiput cantìr: be
¡0ëasulådu t,he tråie of qua:l:t}' ''i mprovement in rnili.-
r.¿::y equiÞãìËhé, cannor b*. measured +ith+r" Th= usg
cf. .r pri ce .i ndex fc: civilia.:l JEulpmet.+, to d*f1at_e

"xÐÊndi:ures Õn m:l_i taiy +quipment ¿hilrcforg
i inpl-icitly essum€s tha*, the ¡at_- of qualicy change.:
is ihî samê f or borh, {SIpRIr 1973: 1r+-15)

i1Èler,:rl n,Õ t-he ;:api d rare of tecirncl_oqi_cal advance in

â.ErBôr[ìe¡:i:s is a]i¡+-he r rac ror whích ånd'i cates the un'ì guen€ss

of n:--1 ì -a ry product.r Ðn" To the míú sixti es Resea::ch anC

Drslgn ¿cccunteo for appr r;rj"ma--el-y f iv+ pe rceni cf rh+ valuc,'

of î-xi1i .:uiprr: in gén-:rel- meufac*.uring; ir, arxìs prDrlucÈ-ior

in thÊ U¡1it,?d Sf-ateso FrancÐ, and the trni¡:e,å K:-ng,iomu R&D

acccunÌ-*d far ai leasl f ifty p*rcent +f rhe valn*, of, total

outpu'i, {SIPIìf r '1971:1lA} I: shoul-d ¿rl_so be ¡em*mbererl thal

muc h

Æãâ h¿ 

^\jicrr,,-5

of -+-iiis R&i) n¡'ì rl f nr hr¡ gc velt nm ent,

1-o arms manuf act urers"

F r rrally" because a f t-he natur+ *f- th,3 arnamËnt s niarke¿

iÈ- :ls ¡.--xtr+m*i-y d.ifficul-*,, 4.c sstr natt what portior of thr
final co:st çF

â:îi1br¡r,abl*

û. palij-cular ?,Têepon ûr rrsapons;yslæn is

to inflat-icn" I'1any d.+fer:ce conrracts ar+

awarded on a c'Jst-Pl-r-ls-f ix*õ.-F+e basi s" r.¡hich meaÌi,s thar thr

cop*;iâcÍ.cr i+il1 be pai-d lor ali cosES associat.ed wit.h Ðrc-

duc. nq th.¿ itåmo plus a fix¡*C prof it, f n p::i:.ciic* i_i:

beccmas alm¡sl :mpossible lÐ rissËss ccs?--eff*ctivÊnÊsse sD



h,lurr*,1, Th+ oi/:r+¡lLELrning tren,å i-n -;h* defenc+ åndustry is
tc u'" j-l-iz 3 t-he cos-u-reimbursËment plan as a ni+thod of

€xpending tha cont:aci-,Jrås prcduction capabiliry" -{.ç î"1ìl--

liamscn notÊs:

'ili* coatractor has -,h,3 incentive to expand. *,hos+
:xpjrìdi:ur':s '-h3*. i-inp:,rvl his future capabil-tyu
pa::i;ul a¡1y inv*strn+:nt rn plani and pe:scneel"
" " , I he vÊry ¿xis;+ncc of *subslaa--ial- cost ,.tncer*
+,ai-nties at. rh + i I ccprion of rhe 'Lask may be
invoka'å as the ir-asol fc: the ovêrrun" As long as
cosî ov?:tunss fo: uhai+vÊt reasonr cen be made
'¡r1c f i:nsi b1¿rr u p+nali ies f ox prÊ1¡i ,rus cçst çxcËss+s
uil1 i:* dr-ff icuLt ta a ssi gÐ, {I.J: f liainsÐnu
19 t'7 z 225\

that ihÊ disti-nc+-!cn betuean cosl--

Tlrus o r.'ne urilization of pr..3ducà!aa costs

+xpandir-g a contract.ci:Es I¡u-cj.:r*ss - Èxpan"sicrn

35

a¡,i nrnfì+ h'r¡ru y!vLÀ - (Jl;ÇUtl¿-¡

às a mlenfì 3f

b*å n'E usrra l l'/
finaac:d OUr-- ¡f nror=it': ir¡ ct.her industly - and iir+ Conc.tI-

rsn-r- unce:raint.y as t.c what åctually rnakes up th: crst of a

r¿te apcns purches?, : tsults in ã sif-uati on whe¡e it is vi rt.u*

a1ì-y :-mpossi ble rc assrss wfrat pcrti tn of ar: y i ncr,:es+ in

def:ne: purchases er:ê :nflaci-on1ry,
qli of tiræ f Ðreqcin.r sliauld be seË,r as a¡: 11lustrar-ion

of t hc. ;i iv*;g3ncÊ ôf

m au f:. 
"t 

,r¡ i nrJo l,l hii:

lrms prsJuc'-ion frcm other iypes cf
t is obv'i cus àhat inf laticr nust pla y

scÌrìË par: i t t h.r pric+ of i,,ça pcnsn thç r¡atura cf arns sal¿s

niak+s i-'t inpossibl¿ tc assess infiai:i.orary facl::s by th:

appJ-icatj-on of a Or"ir--p 'i fl d+r¡ ,'l .sirrn.=À r. nr ..,1r..ìltac* n¡n,{:Ì--t.-.. U,JI:-Jgg'-_- t|vv¿+ø

ib¿ ObViOUs j r: nn-1 ì r.: h;'ì i +L-:L!.vy!¿ç!u¿-- -y of a:ly exis:j r.gts:c3use of
nri r. { n,î.:v r,rr'-- - ""h a d+f +ncE budg.=t- o d'¿f +cce +xp+nd i-,-ur* wj-ll

b+ n'¿asu;ed in crrtrr*nt. dcllars, This c*cisi on is =uppo:f,erl
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by --h: obs¡:va:icr.s ci SIgf T a-:rd B.,no;:, r'iho irr--h tlgu* :hat

in tlit ab:;+nce cf a mi.l-ir.ary ¡:li ce indexu d.ef latior of

def+nce exp+nditurc is b+si avoiúed unlass thr:r le+rl fc:

íni.*rrtã*"ional ccmperison is sê;rI as ân Ðv?r-:idinq fac:cr,

Sinii-ar1y" in sf êrkir:j oi th: An:rican case, fi¿lmar ncted.

tir a t,

nelj:h+i :-+" {tha un S" Ðêpårtment of, Defence) nôll
ar¡ycil* els= has prorluced the requir+r.1 price lndex
of niU-la:y gocrls an J s.E¡våces '¡rhich is Èh,3 ia,tis:
p:risibl e *-col- f cr suci: anal-ysê.s,, Ta i'*s absenc;
if i-s pnrd+nt, ro givt norê atteniion to the mount-
.in,J bil l-icns or inilitary f unding.. " {l,lel_nanu
197!4:138)

ûnÊ uret liod srf,mÊ" i-F.rÊs useil in measuri pq daf 'snc+ :xpa:rd ituræ

fcr ínt+rnari onal compar!-solu is to d.ef :_n+ it as a p:rc¿n*

t-age of G\IP or :ctal- cyrv+-i*:ime nt sp'ending" Ho grev€r d such a

pr3cêss in:iorlrlces pÐr-+n ilal arrifacÈ-s l¿hich are j-n a1t

lihel-j.h,ro11, much mrfrÊ s*¡ions *-han thcs,e oncounr,ered in

empioyinq curtent dcLlar :igur*s.
concârned ,øith ''-l¿e eff+ct. cf changinr; level_s of. defence

sp:ilÍ:.rq o:! Glif E a::d the par--i.cipa:ion rateu and "rhi 1ì m3e*

su:j-ng ;1 :f+:ic+ :xp;n,1:;irr: es 4 p+rceirtâ,få cf GllE ûr total

EÐvërnm..:ni- spr::Cing nay b'l a use f ul descriprí'r+ to:-1 , +-irer'+

ís r-c r*aso:ì to essumÈ rh¿+- ir- neaningfull-y r+flecf-s change"

Firs¡ , if ernploy:d a:r e ,rchanqe' vcl.ríabl-rìtt it. s,¿,çm.s basrd cn

an !n pl icit assu in pt. cn t-h a i sorlÊ f i. xe d or pr= di crabl- ¿ reLa -

tiorship is Êxpr€ssed tly rh¿ pe::centagr: of GftE or gcvernmeni

sp=rrdjnc r.hat r-ref¿l.cc e xp+ndìtur€ compiisls; nrêqrrma hl r¡
li -'- *

that bud.get¡ry d*ci.,:ices ât.'=u a+- la.a=: :_n partu nad;,f¡ a

p*rc*Ðte.q3 *as is,
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S,:cÕnd , lf mi.li--'- ary spe:r,ìi-ng i-s measur+d, as a

pÊrc*tt,rE? cf GtlE oi all qcvërn¡r+nt sper:d ng" the lesul-i_ is
a rat h.:r rnisl_=adirrt¡ È_yp¿ of rat-io variable, spccif icall_y,
gh's'::,1ata far ser¡crai yÊ:ars rìfrÊ ccmpareri ai nÌisi be ncteri

thaf- t-h* bas* rgairisr ul:ich dafence .:oenåing j-s calculated

ch*ng:s .:ach yìër as e r:.:srtl-: of i ncr:s+s or l+cl ines in

c'Lher j t*ms cf, th* Frc+ra1 br:dget cr in those i:'-:ms øhichr

ccmplis. GNE" -Ès incl*as* in the dollar value of milj_tarv

spe nd.i nc niy, bscaus* of a grea t" i :- rc:; ase in ';h -. to*ual

bu 1gr',t ¡?: j-n GNIu s]:ov as ã. ,1ecl-in*, nt..'. vice versåo S:-mi-

1-e.rly u beÇeus e ihc :ale cf :_lf lat j_orr f or ât .' gcver nmanr

spr:ûi:rc ani clll dift.;r:; rrcrn -,hâ*- for nriii-r-aîf Ëxpi.:r1Ci:u:-+,

r¡aliaticrts bet.w¿en -'-h+se va¡'ì:bles allð: c] if f icult- .,-,J measurË

ataanì nafiilly ovËi tine" Thus" al.itLough t-he p*rcÊì1.--;tgë basis

cf this Ín*asu::€n=nï inipli...s thâ confi<l+nce associ"ar+d '*ith a

rario vaii ah1.eo th+ f l-uct uat'ì ons in th+ pÊrcEntaqe rienomì r,a-

to: m iy ¡:a-sul-t ln a grcd ù:e1 af poin+- tc poíe t va:iation in

thc criqinal data sca.l-e being masked by th+ f ixe,,,f, di stanca

nnì rl'tsq ¡F +'\2 n;'.raen*:¡:
t,.v_ " --! vuY ,s

Th-l;1u Lf Ðîfç,nc€ sg;n,ling is m.ìasuce,l es ê. pÊrc3ti:eg3

of tlNr tiren i-t ::hould rict in iurn b+ correlate.d "¿i+"h GltE,

fo: i ¡ Cc:-ng sc GNE ç¿oul-cl b: tire c+ norni na+-rr of r--}i* f j-rst.

vlrì a bI i, u an d thc. s¿conrl. va::iabl_e 
"

Tilu.sn ';Ìiil: nt;asur;ng nil irary sp.;ndirg es e p:rce ntaqe

of ç¡lE cr lotal gov+rrmÐrìr- sp€3ìs':-nq affo¡ds a us,eful t.ool

fc: äss?ssilg the ¡=l-a'i:: v; aagni-tude of rh+ f orn-ru th=



Þ-. ^ rì1 i

-^-: - -

!:'a

af t-,i i S DFa)rÌ.'ê tir=' ì <i ì n; nn:ñ nri at c Far*¡i:¡rL/-vt/!Éú-i !v!

¡¡¡'lr¡qi= jrl ql* nr-ô^ñ+'-¡ì.i. PL:Ðîli-u LlÜl-ìi,": Xt.

-.e'l 1¡r ì¡ *L1î this *"h:SiS rl ..¡ls ¡rnlv, ¿-:1 ...!-;i L ¡l-.i slIJjJ!.1 uaùtrr ..r¿:JJ

€'r-åL -* +:*-! u! !. ll ;: -:l!t.i

i'rith Canadi-rn

flìaV tl¡rl 4r)

ri --.f:n¡.: =r:.n,1-

ïlñr'ìi.ã 1; i nrrr;*!¿Yu:jr

wl:ich i s kloi'¡n

dal;.4 cu:ran: dciiar f :_,qurssu ',¿hil.e t jr+y

sl:gh:ly cvr=ês:-; mat,: r.ìÌe :ã'-î cf ch.rng: cf

ir:1, prÕv:dì e much norÉ sccu:atê pj_ccu:Ê thar_

cirt.,rin;d by i-h? applict*,icn or a pric: i nrl;x

f¡t h¡ itann*¡nria*e: a)t- irv n.:rr-:nfr¡rirravy!:-L{ r-!.a v: .Ð I L, =r\,? jt !atY:rrY )

3. 3 , ? ÇåsåIåe-e grâËs Ia:åcge3 JxpcaÉåig;s

Tiris valriebl-e is € rTìpi-cyêd in hypothesi s #1,

Nat-ionai rxp+ndi-tule i-s rleiir*d by S'-aiis+-ics Ce.nâde âsu ',e

mÉê sì.Ìr= cf lhe valu¿ o f ihe¡ nati cn? s iotal ¡:ro,luct ira of

goSds ar.C s;rv:cist?" {St-afi.st:-cs Canada" 1975281\ Grcss

Na.t-:-onal ENp+nrliture {c}.IE) and Grcss tiaLional- producr {GNp)

âl-3 r'lìn-itrn*[;'l '1 rr ì ¡-.--ì ^- 1r -**l-:y IGÉn?.i-car mlasurìilìr:n?- s; G¡¡E usil.; t h:; r{srlm

of exp+ntli turr.s'{ appror.ch ard G1'¡P usês the ¡{sum cf i-ncomesrl

pnnrn:..^à r¡ Li.:iV+ lt j.ì+rrfir:a'ì fìa,.-^^*1r,Ì-ruzvr¡ iu ¡!::v- -; ;_LÇi:Ç¡vQ¡ Ltvu!=L)o {s+,atr-stics

Canâr1s.u 1975; BC-,81) G$î rdas chos,;=in hecause of th,¡ avaì la-
bilit,y of con*qteni: dali-ar fig,Jr€s fcr the enlir+ peri,od

unilei inves*,:-gat-ica" ?h: rlaia ,sollrce fo¡ 1gtI7 t_û 1g-79 j_s

th+ Nati onal Income anrl ExÐendì r-ur; Åcccunts.

Cj_r¡:-líarr GiÐSS NAtionAl jlvn¡nrlif ¡rre. iS Simp'l ir GIII ,olì¿h

Ðef ':nc,e lxperrl,i -,ure removgrl. lfhis is råcne sc thar. wh+n thç

àç¡o va iabläs arr: ccmpar':de the l_atr+r dces not nak,å up a

comr)cr',?:l: of ih; fo5m.+r" civilian GrÐss tJa'tionai Expendi*
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ture 'i s ccnpu-+:;d i¡y sr¡bi-rac:j-ng curr+nt dcllar ll+fericc

Exp=n1-. ru:¡ f rcm Gltr fcr eacir ye år, tnd lh.er¡ dividing ih;
re:rai n: i:g GxE hv th+ implicit pr!ce índex f or G¡tr, ilhus

Civi I j.al Gross Narj-cnar, Exp*rlrli+,r:r-: is nÊasutÊ,tr ir corst.ã,n:

dcllars"

Th'¡, anal ysis v¡ouid l:e +nhanced by ihe isola_+-icn an.d

r=ncvaJ- of rli-rçc; ard sç:-n-off product:'i cn r+sul-tj-nq from

d..lf ;:nc-: speali ng ''¡hicÌ; rlo.¡ìs per+- of GtiE, ur:for:unat-;1yu a

conpl:'L= acccuni.iilg of 'the valuç-.of this produc:irn is no:

pos-siblü ¿r, "rh:i-s t-im:, owìng 're tlle cr:mpl 3xj-.-y of ideniify*
ing 'øha:. ç'oul d rurl :c thcusan,ls of in'l: vi rlual coüïlôn,+ats of
Gfoss ,\ational Fxp:ndi:ur,:. ÂS ì:iier,a s€ëm.s littI+ point, ån

tencvi ng on-ì-y th+ i nmr:diately irlen',if åabl-e cas+s l¡i-l.houi any

kncç¡ledge of th,: t,of alo tire value of a1i d.ir+c+'t y conseguenl

ani- s pín * of t prcd uctiorr nakes u p e porti on cf G¡trE, Gi v:n

th+ pr:i:m1-r.a:y nar.urk-. of rh; pres,:nt analysis._h:s C.c*s not

so much d.a¡-rac+, fron th¿ results ,ås incli cã*ç,ê a cesirabl+

rçfinsment in case of furth+r reseârch,

rn ccmparirçl D*f:rc+ Exp=:r1itur,: uith civilieil G¡rr th:,

co:1,cÊrn ås wi¿h i-he i-=1ati.o:: of a chai:ge in or¡Ç4 vali ablp r.c

chanqe : n th* cihar; ihe actuat amoun:s cf each variabl_æ ir:
d.o1la.rs i.s not. imporrant. Thus no oifrjcul-ty is inh+rent j-n

ccnpar:r'g c,:nsrar: dollar civilian GIJE vith curr+n+. ,l-cliar

Dtf¿r:c+,Txpêrciit.ur+, rn aach cesë rire ilìÊasuréijn+n-:, cf tirs

varieirl-* is d..¡*'ernii¡r=d bv sliat mosr accu:ately pcitrays
y+e.rly changr,o anil -'¡hil-e ccasìant dcllar conyi:rsicn is
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'Lh s semÈ cãn.noî, !re .said fo: Dafe¡:ce

3'3'3 !eÞqg; flg-ËcÊ g*:å:çåpai*iel Eg:3

This variahle is:mplcyed in hypo:.hçses #2 ar1 #4; its
mrasur*mÊnr- and d¿fi-aizio;: are rhat or zh* data gathering

ag=ncyo th: Lahorri !'crü: Surrri+y Divisi on af, jjra.-istics

Canada, f :oLn v¡h3ricê ths da ta arz taken f cr +*he y€aîs 1gE1 zc

1979, For th* yrars 1947 to 1gt1u th+ parii6:i pariol late .r'=

d.efin,aß ås th* labcui foic,¿ as a percëntage of th: popula-

tiO¡1, f'.:u:t"e':n ysars rrl aq" and ,JVËr - 7 i=or 1972 --3 19?g it
is rhe labcur fÕrcr=. es a pêfc+n+-ag: of ih+ pcpula,--iori fif-
te*n yèärs cf aga e:ri1 rv:,r, rt i.s not possible ;o obta.i n

figur+s fo: th* er;tire p+:ì r:d f or ei thsr fourtae¡l anC ovår

or fì ft¡;::Ê and ovcr¿ as +',hã f orner erå rot availabl-e to
1q''Ì9, nor the ia-'-t+r fron 1947, This dc¿s no! l*pres*nr- a

ssrìcus rlrsconri_nr_lity in rh: da;ap âs an examinaijcn of lhe

trso rai+s f,cr t.he yËã.rs î- h*y âr* boi-h avai-lahle revEals 1it-
L1+ diff,:rence bet.v¡ea:: the fourtc,+n and ov,.:r and fift+en and

over ficrl;;¡s"

in a rl,litio:: t.c rltî:3srtr:,ng ,rnplcyrTtêìti o þ-hz palt.Ì_cipat-icn

raîË may be s+çn as 3 cor::oborative mêð_sur-* in i.*1¿ticn iû
Gl{Eø a,s +mpioynÊnt is gensrally acceptr:d as tied t-,: rconcm:c

groi+t h n rr+in g high in è'i mÊs oi Êxpa nsi.cr¿ end loç¡ in periaås
nÊ å-^'r i*^v: u=\/!--1::a

71,:ÊmbÊrs of lhe a:med forces atrê
ia borr:: f ôacq, 

^

not ccu::t-¿'d âs part çî th*
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3' 3" 4 S=e,Låg eg.* å.,?iiêå"i E.Egsg4ilu;=

This var.i abl_e ì s ìl:f ,ê11 ir: hypoth*sis #3" Da:a fc:: the
yûars 1947 i.t 196û i:; t'ak,;o f:,:m auckley and IJrsuha:tes I{is-

Le=;qgi 5.;g;åe3åÇ.; g.f, gèå.êfåA {1965} i dâ',a f or j961 +_Ð 19jg

ì q ir¡m +h=. \rf¿Frì r¡ I:rrhl i c ¡^^^rrqå^ ^E ^^.r,ç_ r.,¿L L.r å-sr**x ".:9_gQ-uggÊ, g.å. çALgg2, Fcl rl1 y+a:s

Healih ar,å r,Jelf,ar.e Exncndj-turq i ncludes F,jderar expånditures

f cr hcalrh u f arrily a1lo l¡encesp une mpl-cy m:rt ass- 5-"3¡c* anc

r+l-isf proj+ci:su r¡1,i agÊ assisrance ¡.nd. blirid anrl djsableâ
p:rsc:s E al lcrra!ìcasp *,h: ctd ag+ s=curity f uld def icitu a:rì

miscellaä*ous r¿*1fare and s,¡cia1 s+c ur:t.y expenditure s,

H'ea-]-zh anl t{+l-far,: Erpenrljtur: is a-iaslÌreå in conster-"

uu!_Lf -è¡ in'"ha: iirc bulk o t,Ìris spendinq rapä+sen:s

t;:an;f,*: paymerts r¿hich 
"¡it1 Lre r:s+d by Ltr* reci-r¡ier:ts ù"o

purchas:: c')nsum;r goods a::,1 services no co:ì.c*ptual probLçms

arr i nh*l,;ni ia tl¡is coì1'tÍrrsion"

3' 3 " 5 å-.*jssie!. grsãã -ua;¿9så.1 ggec,¡ldilgte

This variabl-: is :nplsya¿ in hypotbesis #3" The dEfin*

it!on ai:d rnêasur.em3nt of GllE is id=nti-ce.l- rc -uhr.t descli-b¡*,1

fcr t h,: variah'l .: civilian Gross Hational axpenditrrre" as is
th* ã.a:a sourcè" Hor{âyÈr, in rirl jusl:c Gross Nã.+,ional- ExpÊn-

di:ur,è , l'leal:h a¡id i.lçif a re ixpi:ndi ruir+ h¡ s !¡eerr subtracr-ed.

f :lcn GNE" Tlirrs, ,1d ju.sie'd Gl,iE is r1¿f i.ned as GI.IE miaus il*al-rh
and þJ ê1f arÊ Exp+*d.iiurç diviå*0. by ti:e GNn rmp_liclt p::ics

Tndex,
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3,¿+ 3iåu åia3 rHg åuåLyilÞ a.[ aå3ê

Às ihe i:ypoth+s':s in,i:c&\.:il the d.l+,ã anaJ-ysis.n¡i1l ,sKa*

mii:+ rhc r,:lat.ionship bçl'o,i:en iiFo ryp,:s af clovÊrrÀmÊnt sper,d_

ing a rd ihÊ p;lf ormencs o f r-he êconcny " Althou,Jh t he nain

ÐcncË:n :s irith --he j urpac: cf dÊl+ncÊ exp=nJi+-u:e, hEalih
and welfar+ sp:nlinq has bsan includ+d in crd+r +-3 sÈË if
The ;:slet..i onshì n l¡qnri hc,4 by the auti:Ors discuss+d in r}:a

Pevì +'¿ of literaturÈ may a?-u al.so h'rrd i-.rite f c¡ anorT.:..+r tvne
nF Âarr^1¡m-.F*' q¡:n.4inr:v¿. VJv--!lllilY:.1 1. òy::iu-lJV, iÌea1th and idÊ1fâr: spe:i].:-:rg !ías an

obvicus chc.i-c+u in thai ij: has rec.:ritJ-y become rhe si;:,gr+

lalqlst :-t.:tr tf I+dErâl govl.rrrnent- :xpÌndi -uur.; u

The d.a*,a analy-sì5 sec:ícn r+ii1 b=qjn with th+ presenta-

i-ion of sonÈ qen;ral f iqrrres iLlu*c¿rati nq ihc import3.ncê *f
th'': l- wc :y p?s cf s"cand j :rg in -,-h¿ f *d.eiar- huclget ; :his '*ril_1

iaciud* pä,E-rdo::1d r,-iar Tr,lat,a so t.Ì:at r-hs úremazic iîcrÊarìe
in d.=ferc:'sp,:ndi:rq ir th+ prs;-lJlf p:i:iod nay b+ app:+ci-

al¿d"

Tn+ ine*"hod of t',:s-:ir:q:aci: eyp:.,1r+sis wÍ11 l:Ê id,:nti-
cal. Firstu ca*r.a fcl both vai:iabl-es of each hyps:h:sis l,rill-

b= pr'3sr-ìi¿ted in ]:-ne g:aphs anrl subjected'L.o visuel inspes-
+"iol" N'êxi" Spêarnìâîle pi:atson prcduct*morn*ntr arc. Kend.all_

tau-b ccrrelaiicn cc."'lfici-':nts øiil b; c,3rlur-lt.E11 for rach seï,

or vaii¡b1: pairs, Thç Fcalscn pirit"rcr*mom+¡.i c,trrelarion
s*uld likely ba corsi¡fered th+ most appr,3priate n?asu:,î

c::tainiy t= is +'he nos',- fi+qu:nrly us--,1. in si mj-1ar araly.sss
"- bur ily É.hì connar:-scn cf t"he; ih:e* màasrir*5 ofi.* can ensurS

^";i$;tiî1'ffi
f:/

$#jl4*¡'ry;
f.i {,::F {:}:à?:4îTt¡Eâ+*l

,\\
'i1,. 

| .,
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f-hat th* slr;ng-.h a:rd diractj_on of any ccrrelat-ion is lloi,

du;. t-c ',.n artifactual iarer:ac-uion of the d.a+-a di-qirlbuiicn

an d t he Ê:â:.i-st j cal mi:thc 1" r'c shoulc prrhaps b..= no-ç*d at

th: s pr: rt, thai j-n :he in!tlal pha.sJS cf the analysis scet'*

t--lgramq t¿ers p:o,3uceC. f o:: a1l vaiieble pai rs u an.d in each

ca:1,Ê ti1,Êi r¿lalionshi p be;v¡eiäri va¡:iai:1 es H3s jurlged to i:e

1in*ar, This of cûurse facili'rat*d tnl d+:cisi on a:È to ru'hich

sratisri cal meâsu:Ès tr{.if g a,oprcp¡i.1te"

Th; rhi-rd step øi11 be to c,:mÐul+ ûrdi nerv Lea.si

Çrr!arcì Ëã/r--3-:S:Ð:t CCtf f iCitnts f O; el-i ya,rì aþl: n.¡.iJ\.1 -ru:;r !,=y-ÍÐJ¿U:i Luþ!rlÇJ-111 L5 IU; 1_l-I r*-I:Se aS

ø*il as Ðurbin-Hatso:l siat-istics and autcco:relation co+ffi*
ci:¡r¿s fo: r+sidua]-s. rn lirat Lhe conc+rn is with direction
ê.11rì st-r:ng'"ir. cf t.he relal'iolshrpsu ati_:ntion øill be focu.s*C

upct Lìrr E-sguê.rÊÍì a-nd l_€vÐls cf s:_gnifj_canc+"

Finir1.1y, LÐ aur-cre qressive mo'1.e1 will b,e rmploy*d t o

ctÈtrol for fì¡.st or'1¿r s=:iaJ-ly correla+rÊd. eriÐrs" A

m:thcd "si-milar tc thë msihcd cf cochranÊ-orcuL.'.,re {sAS

Tnstitr-:.1 Ilc. u 1979;"t31) " v¡il-1 be emplcy¡d, brith ihe resul¡-

that l-sguå.r3s ard =ig;rif icance levels ,ecoir,:cted. for auto*

coitr:Lai: cn'r vil-l b': produc'¡c1.
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'iab1e jå1 .shol,rs Gi:css iitational Exp+nilir-ur+e T.,)tel_ F+d-

Eral Gov*::nme¡t Fvne,",,li+rrr-]q at'1 Ðaf 3rrr.o Ixpenditufe in COi*

lais, es a p ì:centarl¿ of GNn r end as a p,Èrc+ntagË Ðf rotaJ_

Govêrnmaii- txpçnc.-itur:u frcm 1926 to 1979. I,iha+,- is ncsi
st:1kinq ir +xenir:ng - h: f :gu::= s :-s :h; con t:.tst bet¡,rr.-ãr

pr" - and pcsî-rdar govÊf nlì1çtt spenrling. Until Þ¡crl1 I.lar f,T. o

Ðubl-ic sector spending is qui',e lor+ anc +xhibirs a r+la-
iivery siabl+ pa--t+:'::i of slc'.,¡ groøs*h; i¡r ail caËàij Def+nce

Exp+n,ii:ur: accou¡r1--s fcr less t han 1% of Gros-q Naricnal
Expi,nciiru;:,e, This patt:::n chan_o:s lrama,,ically:+ith the

onsêi of the I,tar, t¡ui what, is most in*,erestir,cf is ttrat. ,3v+n

aft*r 19u6 prrblic s*=ctor sp€ndi:rg n?v"r retulns J:o anyiøh*re

rc*:âr ¡rr;- !,lar 1+v=ls; e v+n at j_ts l-oç¡+sr point j_n 194] u

Ð-=f=nce Exp+jtCi*,rtrÊ,is stil_1 cy+r six timas c{rÊat3l: than ai
ih* h-ì-qnssi pre.-{,Iar lev.:1 in 1938" l-I¡*j'l {(JR? ñ^€-s^^Lt-¿L¡¿ rJ-) t UèLçl:L=

spirriding +xìrib'i:s a patte rn '¡l rapi.d grovithu bur* ir- decli¡es
sh:rp1.y j n 1954u and.? ur1:i"l- 1965 is charac:.€rizeC by y:arly

flrrci"ue-ç: oìì i:etr¡ren t.l¡ç reÌgê of $1*559u cûc" t0t anil

,$1stJ32€1îto f 0l, An alm':st unbroken pat-te::n of inc¡easr;
begi-ns :-n 19õ6 (b::ok:n on1-y b1" the .sl-iqht d:op f rcin 1968 -t,¡

x959) u so i.hat by 1979 Def :nce Expêaditu.r= has reach*d a

1çv-l :e'rghly cornparabl*- tÐ l^lar-LiinÐ"
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other departments for urar or related purposes o

Sources: Gross National Expendit,ure -
1^^/Lj'26 Lo L97l+ - Department of Industry, Trade,

and Commerce. National fncome
and Expen_dit úrGõunÇ6Ïume
1, Aru:ual }jstimates L926-T971+,
Table 2
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1975 t,o I g7g - llenart.ment. nf Tndrrsf.r.rr Tr.:dc rnd llnmnL/t) ve L/t / , ---* --*-lefee,
National fncome an9 Expenditure Accounts,
For:rth Quarter L979, Table 2

Federal Government Expenditure -
a 

^^/L926 Lo L97L - Department of Industry, Trade, and
Cornmerce, Canadian Slatistical ReJieg,
Historical Sumnrary, L97O, Table 1"7

l)12 Lo L979 - Departrnent of Industry, Trade, and Co¡n-
merce, Nallonal Income and Expenditure
Accounts. Fourfh Quarter 1979. Tabte ó

Defence Bçenditure -
1^^tL926 Lo L97l+ - Department of Industry, Trade, and Commerce,

National Incorne aJ}d E4penditul:e Accounf s, Volume
I, AnnuaL Estimates L926-L974: 328

L96L Lo T979 - Department of Industry, Trade, and Commerce,
Nalional ïncome and Expenditure Accounts, Fourth
Quarter L979, Table ó
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'193l s s diû ::-=sul t i n a subsca;t-,.-ial prÊ- þ¡ar increase in
Spûnding, Thisu hc!¡.lv+i, is,å¡sa:fed by ii"l+ pûst"-tIer,r5p:td-

ing 1*v':,1su u'hsr3 even t,he 1oç¡+s** pcst-ûJar yêâr (1gq'l) is
ovår four rines grÊer.:r lhan .*-h: h_.ighr of th+ depressj_cn"

Th+ iesr cf the p+riorl und.¡: consicerati*n is cha:acte;ized.
hy e rlist.inct ripward r-ren,l in il,¿alf-h and I,l€lf ãrÊ .sp€ncinq a s

€xJlL-esssd by cur::ê¡t d¡lla1 fiqrrês,

rahLs $3 e¿l-'l o'v¡s en eesy cûRÐarison to h* ma.le of th*
rel-at iv* l-üq*1s af Ð*f *nce acd ft*alt h anrl i;elf a:3 sp=nct;ag

oyÉi th¿ 1926 t.: 1919 periorl, Tha mo.st sali er: t asp ect, s of
tl:r tai:. eîë Èh¡ shl fts j-n th¿ perc+nrãge of Federa't g.avern.-

ment sp'rndinq accounted for by the Lt-\da types of EXp+nditur*.

rn th+ +arli+st y€ar*c; Defenc* Expenoì tul+ inakes up a much

larqei s;har; of the Federal budge:, a1+-.hough bs:h j,t an,j

Haal,i-h:n,l welfare Expenditur: eccount fo¡ onl-y a sma11 Ðor*

tion of Gl,lii, t{i-th 1g3t Þri} s+e t.he fålsr cf a serj es of
jurnps : a H,ual-+-h and ãeifar+ sp:ading, Lr rhj-s ce.sr* as a râs*
pcnËo .Lc ih= r1+p::essic:r" ürlÈil 1g3g -t crfÌtiÊr.:ês 1-ô b+ much

gr;ater Lhan D:f +-nce ExpËilditure and u nnl_ike ¡-,he 'lar:_tei" f,ü

eccotsttL f cr a pcrti cn of GNn that app:oaci:es the-,, .:f, thi:
pi3.s!:lIl*!, rn fac,-" ie 1935 liealth anrl ilrlfarr fyp¿nçlíiui,-.:

accounrec fci: elmo-ql. i quârà.+r of pÊd+ral- budryeta:y êxÞend.i-

t u.i-a s â t-ìi fol 2" 4% çf" GNE 
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Gross National Expenditure, Total Federal Government Expenditure,
Health and Welfare Expenditure, Heallh and lrlelfare Expenditure as a
Percentage of Gross Nationar Expenditure, and Health and welfare
ExpendiLure as a Percentage of Total Federal Government Expendifure,
Canada, L926 Lo Lg79

Healfh and
Health and ldelfare
Irrlelfare Expenditure
Expenditure asafiof

TotaL as a /" of Total
Gross Federal HeaILh and Gross Federal
National Government lrlelfare National Governmenr

Year Expenditure Expenditure E¡qrenditure-)f Expenditure Expenditure
f .-- \(millions of dollars)
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TotaI
Federal-

Health and
Health and lfelfare
Welfare Expenditure
E>penditure as a /. of
as afi of Total

Gross
National

Heafth and Gross
Government ltlelfare National

Year Expendilure Expenditure Expenditure-v. Expenditure Expendit,ure
I .-1 \(nillions of dollars)
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-).' Represents total Health and lrlerfare spending, calculafed by adding
columns G28-33 in Buckley and Urquhart, and Health and lùelfare
subtotals in the Public Accounts,

Sources: Gross National Expendifure
L926 Lo LgTt+ - Department of Industry, Trade,

and Commerce, National Income
rnd Fvnanrli I rr¡e¡¿s sLPv¡¡ e AccounLs, VoI-
ume I, Annual Estimafes L926-
1a'7), Trh]a 2L/ t+t
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ll^'t2rìtè #./

f - . .\
( concl-uded. /

L975 Lo L979 - Depart,ment of Industry, Trade,
and Commerce, National Income
and Expenditure Accounts, Fourfh
Quarler L979, Tabte 2

Federal Governmenl Expendilure -
- nn7L926 Lo L97L - Deparlrnenf of Industry,

Tr.:Ie rnj flnmmo-^o n--raouv, orru vu¡¡u¡Iglvç: !*
adian Slalistical Revieg,
Histori-cal Summary, 1970,
Tqhl o 'ì 7

¡Jl2 Lo L979 - Department of Industry,
Trade, and Commerce, National
Income and Expenditule
A nnnrlnf.q tr'nrrnf h C)rrqnf an 'l O?O
Ë**9 ¿v(¿u¡¿ wq@ruvl L/l /.

Table 6

Health and hlelfare
Expenditwe -

tg26 Lo L96O - Buckley and Urquhart, Hístorical Statis-
tics of Canadg, G28 Lo G33

Ig6t to L979 - Department of Finance, Public Accounts of
Uanada. Volume I
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Ai ihe h*iqhi of the l,¡a-rø Ð*f *nce spendi-r:q acco unt-*c

for ov::r .=ligtr:y percent of all Federai govËÌinrilÈnt sp+ndinq

anâ oväT thír:y oÈrcen+,- c f ct¡ q. c.bviûusl-y tÌ:is r+f lec;s ths

sÊvËrÊ dist'-;rticn of thÈ rrcoÌÌcRy f orc¿d by the ho*<r-:_1irits,

but ir also provi des -,he f i-rst indica:i on or a f urrrl.ament-a1

chrnEe ir public s+crcr sn:nr1:-ng, pricr --D r¡torl_C H1r lf thç

siz+ of t.he pubiic seciol uas sma'l 1" and j-t .is uric;;rte_i n

uhEi.h:r th+ re'l a-ti-v:1-y tow l¿vcl-s of govsrnmrnt, sperrrJ.ing

coul¿ h*.v= ?x,?rc:.sed âny sign: f ica,il:_ e f fect cn ihe qrol¡r--h c:l

d+cl- i ne of '-h."t econÐmv, Thi.s basicall-V c.!!.sçrvaf-:i ve

anpreacÌ::o gcvernnen-u spar:di::q di;ci u:ch th,e n,ie:ø se ti:at

çv*n êf t,,?¡ thp conf 1i ct c=as+d ro rilmand- hiqh li¡rrels cf

Çcvi:f nmit-- =xo:roitu:'âo tht prtb-1 íc s+c1'-or di-ri no: rê+-rlr¡i rÕ

i*.s pr:* vi ous siz.t."

Tha inc::ea*e¿ in *"h.€ Def+ncÊ BudqË.t in +-h+ iinm=diat"i;

pos+-'-llar yiars i,"'as draman-icu risi¡ig from .$ZZ7 mil-lion ia
19tt7 !-c 's19C7 mill-ion in 195-l - 1n ovrr:igl"rtfcld incleas¿,
Ts factu i-he 1953 Ðefenc+ 13udg,:1'. r{as er,}a-.êî than th"s cour-

bin +d tctel- spent 1r: +.hç f irsr tli::ee l¡€ars of gort il t4ar II,
ov+r ihis samê p.=r:-od it rcsË f rcm 111,7 pÐicÊnr. cf a1r Fec-

elal Çor/ÊîiìnrEtlÀi spendi v:gu an3 1,-'l p+rc+nî of GIJ'Ë in 1gu7 u -r*o

42" 1 Ð.èi:c*lìÈ cf Fed:ra1 "sÞ+ndirq ¿n11 ] "U p+lcent cf G¡Ip in
1953- i-Jh=n Õn+ consic;r:: *l:at Iiear:h ,1ñr-1 'r¡.ìlfare rxp+::ili*

tur*, which ÞJas thÈ sÊcond lirg*si s:-Ììgl-. pr:Jgetary i teila

êccÐrlnterl f or only 11"2 pËîc,Ëa-; of ali F*,,i+ral spänå:ng iir
'19 5 3 u t-h= e xt;i.i: tc çhich def r-rlt.c* do ruinat pd g!v+::ìlìì+n;
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Slifil'¡n'r is ãppaii:itî-u Fu:'i,h.i:rnoi-ca -"h-: nil:tary ixpêtdì+.uI.=

f :gurr-s r:pî+sant î-Ìr= ûIr;:r:'1ìq bu,1 gÈ+. , in tha-ir âs \.;ãs

n3i.*å i r' Caapi'+r 3 0 Vet =rans, Be ref i,-,s arÈ excl uded f ron

+håc.:- i:i ¡¡rrr-:q

T¡ '1945 l{eal th ð.:rfl Þl el-f are Expe nd:-tuie treblrdu primar-

ily as :.r r:su:l- t o f the j- nstii-u:ì on of f a ni 1y a11,3tren c+ pay*

m:nts. Fiorr r-hi= po!rrt j:tt,¡e:1 this sp¿Êdi¡ig wa.r î_o shov¡ a

st e¿rc1y ircr¿ase in cìtrrÊî-ç ilol1ar f igur+s. r_lnti l_ 1 95) Ll

raÐr:sår.--sii 3. 1-arge: sha:.r of Federal exp,sndi*,-ure than di,1

Ð+f +nc: f;xp,.i:ñi -+:ureu bur ã.s :h+ latter rÐse in the early

f.iiti¡sy b:i:rg:.i-q --h:= FeC;ral Budg::e:y lxpe r,r-lj ture up içith

it, *-liå port-ion of Fea¿ra1 :xpanùitrrre accou;iri¡d. for Ìry

Hp,,a1+-h and'rie'lfar= drc¡:pei1, DL1îing thp-, seníl perioC {194? to

1953) !i+:al:h and He I fare ENpendi,i.are as a perc+ni:aqe of cNE

droppeå frcn 3"-1 to 2ntu irs e result of the r*la":iveiy neri-

est ì nc¡:aas:s of the forn+: failirig +,o keep pac.g wii:h +*h+

rlpirl g:o,ørh of rhç l-a.:t-ei {s+ø ?ab1e if 'l ) "

During thc y¿ars 1953 tc 1965 Def+nc: Expoirìd:--_rrr: exhi-

b:',er:t + pa::riIl cf si:girl.,C..:cIin+" al :houqir :n fivc ca.îi:s

t.h: f iqur+ -î asê f rom one yÊar .l-o i.-hÈ n':xÈ. Throu<¡hout +"hi-ç

p':ticrl lJif+lce lxp+nCj.+-ur* s:.;a11åly d,¡cij.::i;du b,crh as a per*

cÊni1'TÈ of ai1 F+'.1ei:ai sp+nr1i-::g anü Glf iu falli;:q flrm 42,1

i 19,ûu an,1 Ê¡cn 7.',+:û 2.Bu;åspëctiv:.1y" Hcwev:re das*

pit,: t"ir¿ S*;*âdr1 incr+as¿. af. c urr,:ni rioliar Ileal-:}i and. i'ie1*

f ar.: Ixp+.ndir.ux+ ø anrl it.s copcrlrrÊn: i::lcr,:as* es e p.,erc+n-

tage o€ el-l- F+d*:al sp:nding anrj GNa, D+fcrce fxpentli_.i:ur*
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shar: ci iro*-h o Xs r: garc:j

'¿D a slcwer ràiÈ of yeariy

Ês than in the imm+di aj-_e

fn:- a 'l;r -n.:¡

,3X'L +ll *. dU+

l- a--: f if r.:-

?Ïr+ strigh,t åown v¡ard tr*nri rzt Drf enc+ Exp+n,Ji:ur= ovâr

th+ 1953 f_o 1965 p*ri,rd isversês in the y€afs f:;¡n 1966 iû
lù?(] Uitil only oilr': ¿xc:pti on t.lia sl19ht 11:cp from 1968

t.o 196q - a petîËì-¡1 of si+at1y g::ow:h cha::ac,Ler j zes this
final pa:i-c1" over i-Ì:e ycars lgtr'a t* 197Zu Ðefenc.- sp"ndang

as e pèrcent-age ¡:f GME cont: nues irs patt,rrn Õr d:ciineu bu-"

f ::oin 1973 ûn l,lard -,,hri shar* otl Gross lf at.i onal Expentl i .¿ura

acccuati:d f or by ¡ni1i:ary +xpend'i ture reÌûai ns r:l-at:-valy
si;a"b1r, The same is rruc- cf Dëferc¡* Expond.i tu¡+ as ;ì p¿::-

cenzage of Tctal Gov'aÍ. 1:lmer-¡+. 5p*nding u al.rtror-lÇh ur'g C,o'¿nwald

trsnii dc+s nct b#gì p ro stat¡LLiz+ until_ 1974* Th€ sçeady

trenl- af increas* in H*alt.h and i.tø-lfare Expenditure ccntin-
llÊs r-.hrcuqh,:ui tìre 19()6 ¡c 1979 perj-od u anð. :..11 1g6j Il¿:al_th

a¡:,j tdeli-ãr+ sllrpassss Dë f ann.c, h+r-nmi n,E the sJ_ngl_¡: iarqÊsî
i**+m of fc:1:r¿1 Budgerciry Exp+niltura,

G¡¡te H¿:alth and lrreif--Lr¿ sp=nd.ing côn:inues to increase until
1g7bu 'o;hen -i+ drcns sligj:tiyø and eppr?ars ro remai-n i:e'ta*

Livrlly stabJ-e fcr th¡ f inal- three y*arst this pettæin i -q

Au¡11cai'¡d j-¡: th+ f,¿t¿ shor+i nq I{ealth anú î,,tr:iif ar-; Expand!-

ture as â ?,.Êrcenteg* cl Tc_tal Government Spendi-ng,

ThË dara p::,=senied rhus far has illusJ:rarr¿d, +,,;o imno::-

F.i:siu lhe rcÍnerkahl+ inc¡:ease j-n
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g,ry+r:l:n:::: rìpÈading Hhich b;,gzn af tet ,frozLd. rCar f I, aridu

sËcond" +*ha shifr ir: th: r+iatj"v+ size nfth* Ð¿frnc+ ailrl

Hearl--h :rd FÊ1får: Bucger-s" Flo¡.r lgtt'l un+-i1 tha :ar1y six-
Li-*s Def snc+ conirat e* t.he F=il.era I budget.ã si r:ce ihal z ì ir,r*

ríeã.i:h and tr'i¿¡1fare ha;: done so" Throughou-i th: pûsi,-[dar

p+ri-oû ths r B¡o have con,s"ist:nt1-y accoun+-ed for betv¡er*n cnâ-

thiril âi¡rl cni:* half cf al_1 F=,1+ra1 speniilrg,

fiypcth*si s #1: Fe,ceral Gove::men*- Def ence Exrrendif,-u;e is
pcsi::v:.1y :ela:+rl ta Civllian Gross t{at"i ç¡¿1 Expenåi.Lure"

:l* bl= #4 arrd. ilra.ph '#'1 shor,¡ Ðêf :ncë Ex p"_ndi tur.i ând C j,vi.-

lran Grcss rüa:icnaJ- Expendj',-,rr+ for rhe yeål:,s 1g4'7 ra 1979"

Alt hcurJh :h=r.q i*q mo13 yêâr to yÊer fluc*"uatiorr in lTi+

Ðçf rnce seri+s u '-liiì ;'x-ro variai:les +xhj-oj"r a d';f^irij_te posi-

tive corrÈ1¡i.i or: 1r -;r3frd i '¡hen Èhe d,ír+ction af year-1y

chanE= is +xam'ii-,+d ;]r: r;l_atj-clshj-p is pcsìÈive in tr+ent-y-

flve of ihe thlrty-rr,Jo ceses' ålso, Ll' shoul d be no+.+d. that
t.hÈ only yÈâr to y+ar d::c:Easê i-n Civíiiet GNE {1953 1954}

cor:íispnnds ui-r-h th+ l"arq¿s-:. sirrgi= ylar to y+er ci:c1i::¿ in

Ð:f+rc'¡, lxi::i:dif-ura of the':ntjrÊ p+:ioi1u a¡ld rhat th; qra*

diçnr of ':ilcrçarsê in c.ivi-iian GhiE fla+,isns in the fcur y+ers

cf ccnsis:ent decl-in: i:: tlef*nc* ^spending f ro¡n 1956 to i g6t,

l,i¡åVêrlhe,I.:ss tha reiat'i onship mal¡' be ch.araet=rizeú as one of
tr*¡:rj, a!,4 it is urcla;ar îo whai ex'L*ni the yeîtT *çÕ yEàT

flucl uaii ¡::s ar€ corr*iatcå"
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Table #À

civirian Gross National Expenditure, Defence Expenditure, and Labour
Fnr.ee Part,i ci n¡f.i ^n Þo*a r.r--^^^ 1Al,a + n 't OTerutuç rorurvtpGUlutr rLóuç, véIt-d.L¿d,, L/+t vv L7 l7

Year Expenditurg,t Expenditurg,i-)r Rate-)i-)i'

Civilian
fþncc

National Defence

Labour
Force
Parlicipation

tr). o

)4 no

ra ñ

tr2A

Ã?a

q1, 't

Ã/, l

r,l, L

10t,'7

I A/,Ê

'ì qi, q

I qÃn

t9hl

L95t+

I q57

r960

l oÁl

1 0A)

1 01,?

1c,4t,

of
consLant

\dol-lars ,l

28985

29772

30727

3286L

33579

35774

376L9

37U+7

I+LLB2

h\890

46l/5

47h44

49560

5ro58

59366

63572

6802L

of
\oollars J

-- |

,OI

/, Â?
-vt

tt 5?

1800

'l Qn?L /v I

1n217!t*l

L760

1802

L',(O'

IOOI

L546

IOIJ

1680

'r ÃÊ/.

I 55q



'l'eh | ê ì+/,
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^^ñô 
| ìrdôñ |

\ v v¡fv ! qqvu /

Year Expendilure;t Expenditure Rate-)eí
(nrillions (nLillions

Civilian
Gross
National Defence

Labour
Force
Participation

/to/

?Õ o11

ou. o

OI"U

ryoo

1 o+nL /v I

'r oÁa

L /v /

I Q?c)

1 q71

1A'72

L973

L974

1q7\

1a.74L/ tv

1Ary'7
L/ | |

L97B

r q7q

of
constant

\dol.lars /
"1217Q2t*tel

75208

79790

8425L

864çe

a,722 E,
/ I -- /

104014

Lo6g03

LLLZ50

Ir4B0o

L20373

12?Å'7A

L27697

of
\oollars /

'l ?noLtv/

I8o5

1Q1 2

L799

I868

Lg26

L963

2L74

25t+g

2780

?22Õ

'OYJ
4080

l+21+5

-)r GNE - Defence Expenditure -e GNE Implicit Price Index for each year
-)t->'tL947-75 are for persons 14 years and overS L976-7g are for 15 and over
Sources: GNE and Defence Expenditwe - see Tab1e #I

Participation Rate - L947 to l97t - Department of Industry,
Tnrrìc rnrì 11*.-* vollÌIlef ce,
Canadian StaListical Review,
Historical Summary, L97O,
Table 3

L972 Lo L979 - Statistics Canada, Labour
ts 
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Befor.a p:oce-..Jing f urihere sotn* pr=lini naiy commenfs

slraulrl Ì::: mail: r;galCi:g *-h¿ nature ot.rhu ,Ja-"a dis¡:rrbu-

tion, Th: úata used íi ri:.is'i--inq fiypot-hes r s rr1 is characrës-
iz.=ê. hy a sï-r f,n,q r-tni.1irâc*-icna.1 covarizr:.c: of irenJ, in tli:

cas+ of ûn* of rhe variai:l¿s - Gi{f, * +_h* upç¡arrl trer¡,f, is
bfOken:-n ùf¡jv "\ìr.:'i *<ianrygu 'rlhile in ihe Of_hef l. l:;¡e:-S
sorrì.*- varj-at-:-on arounC the up'r¡aid E:e::d" This makes da+,a

anal-ysis probl-ematic f cr tl.lc r*asons" rilst, " bÈcaus.,r th+

direct-j-r:n of change ¡r GllE ls, in aLl but- onË cas.ìd af .*-h;

samÈ å1:.-¡c*-icn ø conf icl+ncr, i ¡ tlie ccrrel-a"i-on of Gl\Ig al,1

D+feli.ce Exp-:ni1 iiura j-s r.rn,Jartnin,:du e!rèn rhough th,¡ rli-rec*;ion

of tlie r*latio;rsh.:-p is as Ì.r:+dic':--ei by th¡: hypat.hesis. Sec-

cnn u zr- is dif f icult to assÊss the ef f :ct r:f lire s¿rÐÞq

tren,l r+,latic;:shi p of ..h¿ t-i,,ro variabl+s on mÊa sìrrÈs of assc*

ciarj-on oî co"¡¡+l-¿ticn cocff icients, I{Ðtd€vgr, in Lha-; :h-.i rs

probl:mr:o a g::a:Ê;: ùr 1.:ss-: ¿X+-Èlìto alis*s:-n;he anely*

sis af cara fcr al-1 foui hypo.-heses, it will i;e dea -t. i¿irh

ån de:aiL a¿',hË.;nr1 of ihis chap',-*r.

TeblÊ +È5 lisr.s *"bÈ ::esulis of lh.: pçàrsôn irrcðuc:- mo-

milnr--, 5p¿ì.arnan ;rnk-oîd.+tu an'] K+ndail tarr-b correlarionsu

as veI1 ås :h+ ci:J; na:y L:ast sqil.af ês Fçgr'+ssilcn R- sgßaråd

Ðurb!;i*ì{atson sta^t:isr-ic" en,å autoccrielaf-ion cs*f,fj:ient foi

res.rl'rais" àr1 Ë*squarè coriEci,ec for autoccrr+iar.ion, slg*

nif !cålcÊ probabi-1:i-'-ie'; ârr1 qirron f or e11 carr+1atiâns,

The S p*arma¡: arrd. {*nda1l- corr+l ati ons af * i r¿cl ude,.l øit h

:h:, P+al;o:i p:oducr.-ncnçnr- corr.;lar.icn pr:nali_1y arÌ a ch:ck
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il-'Iaol-e f)

Summary of CornpuLer Data Analysis for Hypothesis #t - Civilian Gross
Nalional Product with Federal Government Defence Expenditure

Pears on producl-moment

Spearman rank-order

Kendall tau-b

ôndi nrprz T.oqqf S- -quares
Regression, R-square

Durbin-litlat s on statis t ic

Aut ocorrelation coef ficient
for residuals

Autoregression procedure
R-square

"ö47 ( (

,óL)) (

Aç¡r,,1

"722L
'l 20Q

^ann

,4405

q-i --; fi ô^-^^v!6lrrl rv@¿luç

" 
0001

.000I

,000û)'.

" 
0001

,0001

-)i "000I probabilily is due to ranking process of measure, and the ab-
sence of ties in the data set



69

fc: ¡r:crr1:ari:-i;s Õf t.h* dâ+,å ,lisrribut'i cn uhich iniqht l+ad

**c :niia:=d {c: :1+or+sseC) pêersrn valuss¡ or di::ec*-iona1

errris" In that ali -;hrcç, erÊ- pc:;:.ti v+ r âIlC "Lh¡ absolutE

r¡al ues do ror., diff+i dranar.ìcail-y - a-l-+-hough rir,: Kendall

iau-b vai-ue i s l-ower as çxp:cî-êd€ - Lz is safe io cÐnclud,e

thar a sr-rong pcsit:-v'= cc-r:re.!ation exisî.s b+tween th: tr{rc

va:i ahl;s" cêrtei_nr y +--h* signif icanc+ is suff i_cieni a:

" 0 û t 1 +-r: suppo rt t'hi s,

?hr, ord.ina::\' L+as: s,luaî*s Fl*squar* val_u+ r,:mains hiqh

an,i. pos::i v+ " and sig::if icancÈ is urrcha¡rg*d" Fïo$if r.r*iy the

l-or* Durbin-'Jat.EûIi s;¡r.-i-s¡:.c indicat,es :he pr+sri'ncÊ cf posi*

tiv= se::i-al cûrrc1aî.;onu o and rhj-s is ccrrobc::araâ by th.*

higi: eur-îcofi:elar-j-cn coeffi-cj-enî fcr residuals" cl*aËlv .-h+

absclrrt=: values of the Pearson prtduc.:-moflÊui_ø SpÊa;ilan

rank-orrl=ru and f endall- î-åu*b correlai:,i oiise and '-he C,t,Su

F.aqr-:ssicn R- stuaf € a:É irflatcd b+cause o¡ this.

Basical 1y, ':he auto:+qressive pioc+:r1 u::e estiina+,_,ås thi-'

aut-o:?tlr*ss'l v.-* pÊ. ame-,-+rs, i:ransforns th+ åata for +ach var-

iabl-+ by- th= ãuaoqressj-ve mcd,:lu atrd ;.h:l pêrforns e.n ordì -
hâIf LÊeSî- SqUarâs F=gr+ssi-On cn the'i.j]ansform+d daia. Thus

sTir'- absclr:le valu+-: of
+-ì: an -ii:ã.t i:f Pearson û s
åäâ!"å"çså gås-[asiÊ geË
19"15:289\

Id¿rldãl--1 0s tau-ir tsnCs to be sinaller
B i-n most il:-q lr rlc+s " {ltr ie o }l , u gt¿ -
-!l:t ågCåAå gçi*g3qegn i{cGia'*-Iìi11u

eF'or a îllc variable mcdel'*'ith a dã-,1 sei of thi_riy-:hr+e
ces+s th+ Drr:. bi-n--Watsurn stat-i-stic should. be at ie;asi, 1 ,4 g

-ço inrlj catç; the absçrncr of l:osì ti ve serial ccr:'slation,
{Drrrbin, ;1" and lra-;scn p D, Su p T,tgål*g igf SE:qåa} ÇgçSg}a-
!*pg ån LÊÊg,I $.9"9*ieg. E:*gãj.åS"åg*, B! om=tr j ka o volume 38 o

1 951 : 159*17)
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i n ciudÈ tiirms, t-h+ iru.lror.*gr.*ssion pi.acedurt: R*square arl ,1

síqnif i eance ,'e v'tl ar: correctei f nr au+.ocorrelar_ica,

As oíìe scu-l-,ì +xp+c't.u n-he al:so1ut+ va'l qa cf th+ R*squere

d:ops as e rEsul-t or t his piccess; .siqnì f icance sii11
:+na::rs v--ry h:qÌ: i¡l s p. .-e of i:.

O:I -+-he basis of, t.ii* pr*c3rling 4a*a anal-ysis, on+ musr-

co¡:clu,f'= thet th+re j-s à s:gnif icc..nl pcsì t-; v+ ¡efationshit:
l¡etwes¡n r-ha :-rdo rJeri aclas; ar3- m;åâ.su:li:s rrv+aL a s--r*ong

r:1at:onsh!po c,:nsi sisnr in dir+cticn and siqn-if icance,

Ilow¿v+r u 'bêrausc: of rhÈ nature of :l.re daàas fiìûst accuratcly

r=v+a- J-:';l hy Graph #1 , I i+ouid suggesi- thar y*aî io y-+ar

fluc-+,uai,:-cn.s i ¡ Ð:fr'r:,c: lxp,+aditu.r+ cf r+r.a:ivi¡J..y s;rra1i rìeg*

niiu.ôe arË cf l;sser i npo:tanc-o than th*: Ee-;neia1 trond r:f

spe nlinç1, ¿n1 -,haî. onl y major chanqrs in rhe Èxpenditurs

paÈ:ern o as in i953 1:o 195q0 r+i1t sho'ø in¡n.:,liate and direct
corrãlation of y+a-riy figuirsø

Hypoth+sis +t2: Fe,1+ra1 Governn+ii: ÐifËrcÈ ExpÉnrlitu¡.e is
posi:iv+1y r,-iateil. tc the Labour Fûic,Ê parÌ,ic;".patjcn .Êaa,¿*

?able tt4 and GrapÌi 42 shc'u¿ :Ìre Låbor:r Foicê pa::::ic j pâ',ron

å: anC Ð*f enc+ Exp+::Ci-;ür,? f cr th+ yÊars 19r47 -io lglg 
^

Ln , -'h+;a is a sr:on g cc:r13 1-,r:i or of ir+nd 'r)+Lw*.1n the

variabl,;s fci rnost of th+ p:lricd, I{c!'îÈvÊr, :his pcsi-

ã i?:1a*-:onship is not apparênt urij_l- 1953, Fricl' t_s 1953

r+leij-onshj-p is Ðv.=l:l.lir*lmingLy nìg:ati. v*"

E e.i

'ìl ry1å9¿

two

ti-v
+.h3
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Graph #2

Defence Expenditure and Labour Force Participation Rate, Canada, L9l+7 to 197?t

defence
expenditure

^â-+ i ^; -^+ i ^-Pê¡ urçf .15 urrrr
rate

LOC

oô

66

Ll

''$:i60

Ãc

56

55

5l
Ãn

IO

0

2l+

22

/.u"

IóOO
r400
1200

1000
800

..-....""t"'" 
"*'

400
200

1950 'I 955 1960

;. see TabLe #l+ for sources and definitions

rìefencc enenditure

parLicipation rate



j_: I S

à i ^ +,,^

72

difficr.rlÌ to ass?sË vriiy t.he r:l-aiianship bÊtç,+çn

'Ja:ì abl-es¿ sc =nphlr: c,ll1y p,:siri rre f rcm 1953

orÌr{i¿rd, should ber t.h; :+v;rËÈ for +,ira iirst, sì x y+afs of the

p-+r: c'3 u:d.-r invesr-.;gã*'io1l" Tiiêrê erÊe howtrrër¡ s*vEra1

f ac;¡rs r+hich mãy hav; .scn,Ê :xplanatory value " F.lrs-u u there

mey be somÉ discorrti:ruity in th* pa:r:i cipet-icn ra+_e dara"

From 1945 îij 1,952 data !,r*:€ coll_¿c*,ed. g'tilit.e:1 y" :r d êve:-
;:¡->ð !¡ nrn.lrrn¡ ¡¡'r¡e] .t Fi ^,*.r-*. .-v r!vúuiJe ]3eEJ-y rt-gur*s, I'ron 1953 onward daf"-a frËfi:

coli'":c'Le11 ncnthly u anð ;-b,,è monthly f i gu:es av.ã:agÊ,1 fcr
annua-] retês, -rlhil-e ir s+;€Ðrs safe i:o sey rhai.,h+ pos: 1952-

daLa j-s mÐrÊ accu,rat=, thís r1o:s nÕt flìeen tirat the 1g¿+5 j:o

1952 ,1ata ar* :naccu:at+ a ând it is impossible -uo judg* --O

uht":x:ir:a th; l-¡ss f:=quÈnl sam.pling aft;c:+d th: ra¿eu

Þtirai is much fio!= l-i k+ly is tha i tli* lev,=l of Ðêfenct

Exprrnåì:ur+ in t-he lminedj.ete post-!¡ar p+:io11 was insuffi*
cien*- tq: *xeit any rffect"xo As mentlon,ld. in chapt+r iru
KÊvnÊsi-;rn -,he ory r+quire s a cubstant j-a 1 1ev¿1 cf spqn rJirg"

Frt-'¡lar =xpinditu¡ç was i:rsuffic.ienr to ,êxei', any rffect oil

ecoíicmi c grcwf-hu and as Tabl-" # 1 shovrs, it å{as not. un-i"i l_

1952 tha: 'l +v.1s of sp€nriirq :oughly comÐa:abl;r î.o tlo-j.cal
p,3si-f¡aI emûuIì-Ls 1,râlti3 ach'ì +v¿,1 

"
ïn vi s','¡ c f r ht¡--; o ii i::

unl-:kel y that any ina.k*rL relatiorshj p would exj sf- b,;-"lt+Èn

+,-hÊ t- w¡ vari abl-,*s pri-or tc rhi-s t.i_m,g 
"

s o5=+ f oç"'-notz ii5 on lraqe 25,
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tlv;rall-u :h; hypoj--hes j-zed iål-¿.Lioriship accurai+1y,1es-

cli b*s -',he ,1âr:1u alihough bec::us¿ rfì :.h¿ a:ypicei sp.::l4inq

pìr.iã!r: riF. 1941 t,3 1952e an€ rTìusi sii pulaza thar: -rhe pred-

ict':d relai-i cnshi¡: '"riì-l enly :xisi ,3nc€ a typical pos:.-Þtar

expÊn åÌ t urê l:vo:'l is aita ined.. Furth*,lm eieu ther+ sÊì ms t o

be a cllsçr covaiianc+ cf yêer io yêar va¡i-ations oi the iwo

\rarìe.bl-es .--han Þra:; lrresar.t hælv+en those of I{ypoihes!.s #1 o

antl t,hÍs cOvarj-anc* fol'1 c'¿s boi.h upward and dounr+a::d $ovË-

m\t n t.

Tirbl'a *6 lists th¡; peai*son@ spe.?rman, and Kenåal-1 corra-
l-at'i on c,:ef råcie¡:ts anå r-he rêErË ssi on E- squerês f or th€ îFio

variabl¿s of I{_vpot}r.+s:s #2u å,gain the¡e erê no d.j ieciåo;:al_

diff*îencås betl¡eêïÌ t.h* fi¡sr'"hrae mrJe.sures, ê.!ìrl" tir+

clianqes in naqni tud+ ârÊ r::la-,iv*ì-y slight. siqnif r cairc+ i s
exçslXent f cr al-1 thr,.:¿ a âìiil. ti:.e dif f +rcnce b;rJ:w¿çn :h¿:

' cû01 1+vel- f or tir,.: pearson product*rnone nt corr,:l_at.i cn ancì

th= , Ctl! 2 level fo¡ the qnr:aÌ-mF1 n ranlç-Ordcr an'1 Kandail_

lan-b j-s r.lnimpor'i-ant,

The ûrdillary Leas; S.-truå!es RËgrÊssion R-squarg is sf-r.onq

er. ,6 B6 j wi-:-h ncrë then adeq uri.l sigr:-f icancs" Th,= Durbi-n-

þíaison sïati"s"_ic is vÈry:;iighily hiqh:r Èl-ran for hypoihesis

#1 , aJ-thcugh ir i s sti 11. 1cv¡ ancu<¡h +-a indicat ¡ pos j t_ive

se r ial co::r+1ation, simil-arJ-yo the aut,cco:¡elaíit:ll coef fj-*
ci:¡:t i-s modere-",=l-y lass +,ha;: was :h+ cesÈ j_n thg= first
hypcl h:s ì su but" stil"i dênoèrÐs the prÊsencÊ of autocorr,.:lâ*

Tl- 0n 
"
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TabLe #6

Summary of Computer Dala Analysis for Hypofhesis ffZ - Labour Force
ParLicipation Rate with Federal Governmenl Defence Expendit,ure

Pears on pr oduct-moment

Spearman rank-order

Kendall tau-b

ôndi nrn¡¡ T.orqf S- -quares
R.eøressi on . B.-souare

Durbin-lüals on stalistic

Aut ocorrelation coef ficient
for residuals

Alf,nrepress'i on Ðrocedure
fú-souare

.82687

.60833

"l+6037

AÅ41

,1480

"83l+2

e-ì ^*-: ¡-,'^^-^^u¿6rr!a !vorr9ç

,0001

,0002

" 
0002

.000r

,000r
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B+callsÊ oi"-h* û"t,So Reqr;:ss:on R-:ique-îÊ is less infle:Êd

by aul-cc3:I-r1eti onu r--ir* ;l u:.*orçg¡çssi o:: .Ì*S'duai+ is clos+i io

1t. :n niagrri rud; at . ¿+9Bil tÏ¡en wâs the cäse for i:l,vpc-,hesis

*1, SignificencÈ renains et "û'3û1"

Ð+sp:2.'¿'oZ a.typi-c;1 iegativ= r=latíclship fcr al-¿ b'J"-

ope of ihe f irst sì x yâe::s cf t h* chosçn t'i.m: p:liod, al_l

tr:-1surÈs il,1 icat.e e stitl: posl:ivl r.le:ioÐsh:,.p b.::ue+r *"hi

two va¡iabl¿s øhichu ccns:,å;ri-ng -rh+ir i'¡rcacl la_tilr+o is

qu:tj s':r'litg, Obvilrisly, h.'id ":'n., fi¡st- six yËârs ¡f a--yÐ-*

cel- spending be,=r* om'i t-;,*d from thr ana'1 ygi -e the relat j onship

scuLrl have jr*en cÕnsirlerai:lr¡ "s¿rou(Jer, illi::mal:1y cnê Íìusï,

acc€p::l:¿ Ìiypcth:-s:-r; aS prrlr,/3IÌ Õn thç basis cf t.he trAla

analysl-s r'¡i--Ì: t.h* r,rs,srva:ion t.ìrat t,h,=r relatåcnsh-íp ryas not

epparent wh-:n sp.jnd.inçf was 1ct'¡"

Ëiypo:.h+s; s #3: Fede ral- Gov*rnrfiÊnt liealih a.nd 'rl+lfale I xp*n-

diiun'; is posi:1ve1y rrlated '¿Ð A<t-jus;*d G::css National

Expen di ç,-ure"

Tabl¿ #7 and Gfãph #3 l-j.s: ìcljust-:11 Gl:css liati_orial Exprn-

ôiiure an Ferleral tlçalti: antl tjeifa:e Expend.itur.: f,¡r the

y?1i's 1941 tc 1979* ,Jnc.: morèu -'h,3'çr.roag trr:nri. rel_atj_cn*

ship is :.ppar+nr as Jrazh ver-i âbl-¿s increase --hroughou+- uost

In the casÊ of FI¡:alth aüd i'tElfe:: splnCinq

ih: upt'râ.rd:rrnrl is uruch moîe uit€vÈn¿ an,f is imp=1li at- scv*

era 1 pol.nf,s l¡y ,{+zr îo yÊ.1r d.eclir¿e iri l_êv*1" Hoi,tevûr,
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It *'I'abLe n I

( concluded )

Year Expenditure-)(- Expenditure Rale-)ei
(rnillions of conslanf dollars )

Ad irrqf ad

Gross
National

8324L

85L33

89829

g5t+8t+

L00936

r03r83

LO5324

L]]i,49B

LLB377

LzL6gg

Health and
Vrlelfare

Labour
Force
D^-+.i ^; ^^+ i ^*I OI UIVIPGUIUII

ou "o

OI. U

L969

L970

L97L

Tg72

r q7?

L97l+

L975

L976

1 q11

L97B

?^12/vt-

??9,1

), a2 tr,+ /* /

7346

ryryt 17I t+(

q¡At
f vv!

o04ö

17ôQ'l

GNE - Heallh and Welfare Expenditure + GNE Implicit Pri-ce Index
f nr pa eh r¡ar n

L947-L975 are for persons Il¡ years and over t L976-L979 are for L5
and over

Sources: GNE and Healfh and

Parlicipation RaLe

Welfare Expenditure - see TabLe #2

- L9l+7 to 197f - Deparlmenl of Industry,
Tr.¡jp e¡¡l (16¡¡¡po-no flnn.rr ouv. orru vu¡rurlgM. W
adian Statistical Review,
HisforicaL Summary, L97O,
Table 3

L972 Lo L979 - Statistics Canada, Labour
l'^¡na Q.'¡r¡a.' 

"I-20Ii-Y.H"J, I
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Heal-th and Welfare Expenditure

health and welfare
cncn¡ì i I rrra

Graph #3

and Adjusted Gross Nalional Producl, Canada, L91+7 Lc I97'l-'

adjusted
gross naticnal e):lpendi.ture
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thss: å:cp.; ar; oi shc::.lrrretj_cno and ir. atI câs:-:s +xir,,tdi-

tures soor Exc*rðs t-hi¡ pr:vicus lEvelu *.ypicallv 1n rwo tc

t hre* years,

Lì:l: p:il¿ vo;:-li ¡rc'-i nq :s :ha: :h+ singl,: y31r :c yÈa:

d=clin= :n årljrrst,.=d G:¡ss xlatic::a1 Exp+ldi-*ur= is n)r .oaral-
1el-e d bv Ít ,lrop in llealih and rt{*If arê rrxp,3ndir-urr¡; in faci..,

the iaù;1";er j nc:=as+s siigirtly. Tiris ¡,¡cuf d sugg:,:-, that ¡,_ï:.e

r:lalicnship beti'¡een the '-r¡r¡3 variabl-es uas not stronq ar

t h is pc-nt-o ?n,1 I wculd sug<¡ast. rh;¡ t.u í¡l vie r,¡ of the rEla-

t:-v*l-y l.ow 1+ve1 of iieal+.h anC I,J:lf ar* IxpËndi tui.e at this
pci r.i, thi.: rn?.y j"nd=að be th* cas€"

ås r-¡ -+-jre sliaip d¿cLine in IJeal-+,h e.ncj [,ie1fa-c¿ sp'"n.i.:n,q

neâr lh*, enû cf. ths Þ,¡r-i od t1q76 to 1978), øhich i s î3+_

en-*w:r:r1 by ,i si nil,a: ,1ír*ci:icnal charg¡ in Ad ju.sted ciüEy

tuo f acrors are i mpor-¡-aÌìt, rirsi u *.-'ne drop follor+s a p+iio,l

cf :apid ii¿cr 1.J.s?r so :hat :viin ì ¡ 1g7B spÊndin.1 1:; ìrighar

than â.t ary pcir-..t pr:.:r :o 1975* âr.i1a glv=n rh: s;=.ming

irnpc;t.ancl of tt*iid Õr¡.:r yãâr J:o year fluc!,üa-*ui ons rrorêd ln

th.+ ,1íscuss.'ion of livpcthesis #10 tirrsE shcri t+rn dro¡rs mô-y

b* ol m j n-i ma1 imporiance 
"

Th* ".:+:cond. fact.or coitc€:t[s th'ê i.n-..eracti-on cf lieal;h anr]

trr=lf ar.e Expcridi-ture ,¿2.:-h Def .enc; Expencli-ture, thi s '-¡r1l ¡a

doå1"; r,Íio"h ì1 detail- aL the end cf- thís cÌ-,ap:=ru bui at thi-s

po:n: ii shoul-d be noted r-hat'shil* th.g forner d+c1j-nes

sliarply f ronr 1976 io 1978u th,a l-attet -'i ncreas=s s:e,*p1y ûvËì:

t-hc samÍ D-ãîi,id, Tiius tLæ ef f*ci ûf, a reduct.io* i-n i{*alL j-i



and i¡îlfer+ :sp;n,ling nây hav¿ b+;n

increas* in DefElc+ Bxnand.i J--nri,

Bü

cûun:arbalanc:d. hy an

Tabl+ Â¿B list-q i-h€ Pearscn, sp3erfiâ.ns anil Kç;n<la'j 1 coïrã-
Lation cc'¡fii-ci*n+-su and:he ord.ì-lary Lçasi sgüerÊs R+gres-

sion and Aur cr=g:assicn R*squar+:j f or tl:: trçi: vari ahl¿s cf
tiypothrsi.s $Ë3 

"
Peais,)n" Spgarmaù, ar: d. q*nda11 corre'latioa

cc-= f f ici-+nts arë alL of th-^ samê ð,Å tection and si ni lar mag-

riituCes * mûrÈ sc, than for ihe rDiêvì ous tlur: hypoth.:se.s * and

th: siqni-ficance r+v+l for a1i thr¿: is idantical at ,îûcì1"

Th,: O,f. S" Reg:e*=s'on Ë*SquarÈ is vâîy strcnq a+- ,8531 t

bui : he Duii:i n'tlatson st.ati-s'ri c ind,icaÈes th+ pr,:senç* cf
pc;itiv+ s:::-al ccrrç'! ation" The au.+-ocorrelatì on c?._:f,ficli-.ni
js :1so rìui:: hirrh a." " 3û 4'1,

th+ ¿1 ulcï-+giession prc,tr+,] ure 3-squa:.: j-s scne'*rhat irigh=r
+'hs.n fo¡ e-".t.her of th* first ii¡¡o hypc.rheses refl+cting tha:
ths 0" L, S, Pegr,:ssier B -srluarâ v¡as less inf lat=r1 by auto-

corrÊ 1ati-cn f cr the r'rro va:i-abl as of rjypo-,hesis #3u as th*,

P:'1rs,rn prcducc-nomant corr.:ieti-on r¡alues fcr ih¿ -,-hree

hyporhes¡s lc nc+ differ d.:ama--icaJ-ly" significance f;r:h:

"Ê-ri'.crigr:ss'ron R*:squa:':ê is rü.Õîe than ad+quate a*, ,+flt1,

Ori ;h*; basis cf the data ãrâ.1 ysls hypcrh¿sis Ji3 can be

accËpted, alth,rilqh as r"Ía;; th; casÊ '¡iê.h *,_he f:r:;t. iiycothe-

si Eu th,: r:1at; onsìrì p ¿s cn€ of f-rend." and iï rs unca::iai*
tc what ext+nt y+,aT to year fluc!uaticns in itreal:ïr and ,¡tcl*

fai+ .sp:nd:-ng er,È r:lated lo r.he AC-ius+-,*d Gross tüat'icnai

Irp+n li:riil, Al-sco ;Ì:= mcderat.+1y hiqh¿: AuiÕrêqressi-cn
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ll^'laoIe tru

Sumrnary of Conputer DaLa Analysis for Hypothesis #3
National Producf wilh Federal Government Healfh and

- Ad irret.ed l']roqq

ltlelfare Expendilure

Pearson product-moment

Spearman rank-order

Kendall tau-b

lÞdi n¡nr¡ T.orq* S- -quares
Regression R-square

Durbin-Wats on sf atistic

Autocorrelation coefficienl
for residuals

AuL oregression procedure
R-square

.92366

A/, /,,QÃ

?ñ)?

,804I

.5374

Si oni fi n¡nno

"000L

,000L

"000r

,000L

.0001



Ë*square fol tliis hypÕt,h:,si.s

srata cat.+gorícaily :har th.+

var:¿b1+s of itypothesis #3 i*q

inv+s--; c'a-+-td ir Hypcih*si.s i+1"

32

is ¡:c: r'*al1y suffici=n'- to

iel-at-iclship b-:ar¡rêÈu the tr'rc

:Í-r^.n,râr Èh¡¡ thf f llati ¡¡5hi n_.: å(¿ çt JLa J t:I iJ

tlr¡nnt h:q i"; :4"

d:.È-urr: is

tior Ra;*

s Ìi4: l-etIere.l covÊ):ninent IJEalt.h and i.lÊ1far,å Ðxpan-

positi valy rel-a :,:d tc ttre Labour Fc ree parti cipa*

ås Graplr f 4 j-llusltatËsu r.h: r;1etì cnship ï:etv¡,*,:n Fed+ra.1

Gr.¡ernm+:lt i'i+alt Ìr aart 'd.?1f arÊ Bxpi:ndi ture and t.he tabour

Folca Pe:tic:-nat j ol Rats is posiLir¡+ in t:end, eiì,J seem,E tc
ai s¡;1ay a :3a)so:rably h j-qh cegree of covariance in sirsr--- L?i0ì

flucitte.ticns" Specif rcaLLy u a1+-hough "-}içre ¡lces noa sêonr f,c

he a di::,:cr rel-ati-orrsiiip in th¿ year to !€:ôr varia:ronsu th+

d'i lr:cticn oi char.gs -*ir:cugncrrt- *"he p*r!od is qui:; sinitar"

&gain it shcul-ci be ren¿nbe:ec. =,har unli kr the cesÈ .i n

hypothes+s rIl aná #3o bo:ir varial¡les in Hypc+"h*_:sis # 4 axhi-
b:-t cirar,g: l-n t'dc diræcii0ils"

?h* oaly problrn'atic perio,å i¡i the r:'? aiion"shic b.:-tlrêün

th: rwû ¡rariai¡1*s i.;J rhe san,è ã.s l¡as noi-i=d in d+,a_'l-inq witll
Hypctl:esis #3; rh* clsc1j.::e in FIeat:h anù ['Ie't f ara so;n,f in.r

f,::or¡l 1976 to 1978" Balh cf *-hr rnit:-ga;ing factcrs in:ntioned

in **he p:ev'ous 'liscussicn i*oulð apply iie::e as w+lln and i:
shcul-d furtÌrer b,; r.û--3d :hat sharp,trrop in fl*a1;Ìi and i+el*

far: Exp=l.i: tur¡: cf 1976 io 1977 ì s echoaa hy a fl-at¿.=ni.nq
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Health and l¿'lelfare

health and welfare
anenrìi'l'rrro

8000

5000

4000

3000

2000

1000

o

-): see table #7 for sources and definilions
health and welfare expenditure

parficipation raie

Graph #4

Expenditure and l¿bour Force Pa¡ticipation Rale, Canada, L9lfl Lo L979-r,

parbicipat icn
rate

100

90

66

()L

oz
OI

OU

59

5<

\t

5I
50

l0

0
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of the uÐrdård tr;nd ci th+ parr;-cipeticn Rare ftr:h+ s.1rììå

yÊ4"ì:s" i{c'r.tÉvêr, as ldas t-ae cås: 1n tIa j..r:v¿:stiqari oa oi tbr:

th:e: piÈvj- tus i:ypo-'Ìr+s:s " the relai.icn*qhip bet_w*:n t_he .twç

varíab1=:; cf !lypcthesi s #4 musi bê ccrsi d+recl pri¡raril-y oi1,"

of li+n..1, i n -,het. th+ ef f +ct cf yâar tc yËa: f luc..uai:_cns i,:r

F*delal GovÈrlm*nt Hea.l-th e"nd øelfar¿ Expãnditur.: up-ôil ilr::

Labcur FÐrc: Paiî:-cin¡.ticl¡ latç be accu¡ately Cet;rn j ts,l"

?ir* PÈersoã pro,lucr-mome:it côriêlaticn sir.orøn in Table i*g

is extr-m:ly strong, as a:3 rhl Sp':a:mä.n rank-c:t1*: and. K+r¡:

cla1r 'uau-ï¡ co:iÊlaticn;" åil af e nosì ti v.=.ru aad Èh+ si.qnifi-

cancË l=v,Bi :-s "00t1 Lrt.:ach case, Thìs S-;¡.,*fleti: ccntinuç,s

in tha C::,linary L':asr Sqüâi,tÈ l:gr.:ssion F'-squarë, i+l:ich is

hiqh â.-; , 8945, The Ðurbin* t{atsc:r statisiic is hiqher tir¡.n

f o: rnT D+.h.,r hypot-h.:s:s a+- ,5553, ai;hcugh stiil ior,r Èncugl:

t: :rCi ca"-: pcsi.tivç seri al correlat.ion, The å,ir-:GCorysla-

ticn cocffici*n-', hclrjuÐr, ìndicates much l-ess auioco¡lel_a*

tiair *,han in iha pr,-vi.ous hypcth.;sesu

acc+ì)tab'1 e l+vel,

and appioachp-s a n

Th's rircp f ;cm iha O" L, S, ?ag;*ssic;i F-sgueTtÊ tc the Lüt,o.

T':91âss' :n Fì*.squar€ {.7-7 q6\ is rnuch smal}*r ihan i-n the rasÈ

af any ct.hsr hlzpot.h+s'i"s, b,ecarrse tbe förn+:r is o:rl-y mini_"-

ma1 -y inflarsd by auto,Joriel**"iÕn, Siqnificancc¡ is the sarni

f or al*l mea;iurÊs at , û011.

?iruso !Iypothes'is ]it4 cê1, b+ eccÊÐ:êd, although d,+spit.e th*

strcng posi:i ua ccrr;1a::-cn" caur. j cn shculc. be :rr¡rlry+d i-n

i ni:rpr-iirg this in t:lte prÈsencç cf th* sircnq i:çnd rzia*

t i onshi p,



TabIe #9

summary of computer Dala Analysis for Hypot,hesis #l+ - tavour Fcrce
Part,icipation Rate lrrith Federar Government Health and welfare
ExpendiLure

Pears on product-moment

Snearman ra.nk-nr^der

Kendall tau-b

lìrrlinrr¡¡ T.oqql S- -quares
Recrr.pqqi nn R-qnrrrne

Durbin-lttlats on stalistic

Aut ocorrelalion coef ficienl
for residuals

Autoregression procedure
R-square

a/, Ã7a

.74048

Êa/, Ã

rTri I Lo í t4v

Si oni fi nrnna

.000I

" 
0001

.0001

" 
000L

"000r
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Ëefore :]iis chapte:r may be cûI-cl udÊd s'ãvÈre1 pclnt s pÊr*

tain:'.ng rc'-h: data an,âiysj-s musi be cleatf wj-+-h, A.I1 ai*

co:ìc3rn+:r ø:tìr +h: îlerns i.:r ¡Ìakirrg alaiyrical d+clsions c:

adopt i::g co:r:ctivr: m?,3sui\?s, bu: u;ul d noi h ave ):¿en f ull-v

ccmprâ.h;nsib1: iI inciucl'sd in t.bæ mer:hcl1ology chapt*r¿ âs

thiy 1r: relat;iJ lc tl:i: da+,a disrrj_l¡rrt.icn,

Fj- rst is tï:+ question of tranâ 
"

aÈ-tampt io ?v*o.lnarÊ -uhËo:¿¿ical- pèrsp:ctives lghich describ=

brcarl +corcmì c tr:ncs" {rn r-h+ contexr- af :h j-s, ûran y of ilre

ccncl-usi cns di.-<euss*,3 in f.:h; next- chapter oeal as much r+irh

th¿ rn-¡tl"'clogicaJ- p:oirr'ms ')f th+ anal-vsis as wlrh the par:l-
r*lll ar na+qn=r¿i.'^^ I\/r¿Ili. rr-- Ðuîu,-!V'J5ð t ilhe va¡ ial¡1. *s *,hâ.t ref l-ect :h+s;
È¡ends ero ac:cricusl y tj-i*f jcult ro cp-. raticnalì z.+ sa-,,i sfac-

ÈoriI_yu aoii arÈ ii:i somç lrays il-1. sui *-ed to m+i.hrd,s cf sta-

tis-"ica1 anal ysis r¡hich asriumÈ precisrc bi-dir*ctional ::+1a-

fin¡qhì n< Th us : h+ solid t rend r:la t i on sh !p wh ic l:

cha¡-actr*r'izes th¡': data for all hypothescs: í:^ not p:rbl ematic

f¡Oni e th.AOfçrìr-r'1 r¡i;r.¡nc,i¡** * in faCt, AffnS €COnÐiûy theOfy

pr:d:cts just such a r*=l-aricnshíp - but from ã meihodcloqi-

cal on€ê .Specíflcal1y, ii d.iciai-es cauf-j_on in t-h= int.erpra-

tati.o:i of c:rrel-a+,i.cn coeff:cients or F-,equar*s"

?hÈrr is nc quesr-t cn thnr +"hs variable r+1a+.:-orshi ps r+v-

sal*C by th* anal-ysis ã.Et= pyimariiy,:hat" of tr*irf,, IdhâÐ

vaiiabl-¿s aie laEged i:r ei*-her d.i recti cn F.-squa;:Ês do ctranq:

{in ncst cesÊs at a r,l!e of apprcximately , Ð5 p'Jr .yea|* tag-



gÊd) lrui. rhe antounl .¡f va::ia*.-icn ont y indicât,"s

obvious fron tha qraphs ;þa+ r¡.:¡r'l ¡¡ fl rr¡-irr:ii n¡c

'shat uas

ã F: mrr¡h

f .iss iinportar:i than thÊ ovÈra l_i pã+-t-Èrn.

s-uâ*+istical proc€ìdur+s r+hi_ch

¡'dÊcompc-qÊrt t,hç È¡enil and ccrc.,ìt:trai? on thç corr+r a+-iÕn of
th; ye ar t: ye âr fluc:ra:.íonso bur* i.n an analysis r¡hicliu

L¡*cause tf. itg ih;:nl¿:tica1 b,esi_qu is o:ly prûperly ccnc+fn*c

with hrcari treid relation^ships, ih+ir applica-,ii.:n seËms

inapprlprí,i:'.:" üitim.i:-ely, in that th: th¿orer:.cal_ pos:_-ion

un,.r-31 iiv¡s:iqaticn cùric.¿:ns :ts+lf cnly with bioai pat+â11s

cf grcw;h, õt¿"bilityu ald an:p.T-c{fiêìì¿ru t.}:ere is nû justif j.ca.:

ticn : f ,Jc bryc::C i "-s le v.l- of sp:cif icit y and sa=,k co:r:l-a-
ticn-c base,l on ni nol ,3r short term variet-i on,

A f urrher complicari on is t.he urid i r*c'rionar- natur e cf
th¿ Gt{E dare" ona r[;rhor] which i-s scmetimes usçd to sclv,.:

this prcblìm is first. ditÍ=r+ncingu r¡hich in.volves measurinq

the ciiffer+nc+ frcn one y€arts ;Kpônditure to the nÈxtø âod_

then usi ng j:h+sç dif f*rencrs âs a m+asurÊ of clianq;" IJnfor*

tunât+ly t.h:r i are r'øp problems r+itL¡. emplôying +,hj-s sira-

i-,: \-l y s

rirsr, '*h+n fiisr di fferences are calculatcd for bo;h

va-riabl cs -in th+ t';¡o h.ypc-'he-sÊs whic.h ourplay G¡iÐr tire naq::i *

Èuce cf lhe di-ff;rence,; l¡r.crnes sÕ graat that l+hei co;:r:la*
ti:: co¡f f ici,lnis aL': com pu:+do +-h* d j-re,ctional ::=la.rionshin

br:twçen o'h'' varì e-bl+s is cbscr:r.e11 bv thç ¿xtrême variati cns"

G j-ve.l that t-'n+ dat.a coata jn-< olly thi¡ry- thr+e ca.sts o l,r-ilit-
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t-y-tvrc v¡he¡i f irst d:ff :re¿r.c+s arÊ ca't culaf etl] r¡hich is quit=:

a l*ngthy spar cf yÈù:.; l¡u+_ a snali data s;t by ccmputa*

tiontl s:an,Ce:ds, *-his ¡esul,- is not su::Ðrisingu hut unfcr-
ru:ia;:1y n¿ither is ii susc*p.t.ible l-o scl-uri,ori"

Tha sêccnd probl-sä¡ v¡i-.h. thÊ f irsr,- d"i f ierence st-raiecly

aoe:r, h'i;lo:s Õ:ì the I +V+l ,lf qnor:i ii¡j + v n€*h: nr,rt.'J:.ayå*¿- ¡r-.¡¡yrÐ \/:l Lltk¡ *lv=¿ i*._ \JL Llic pri.)u:cm und;l

i nvestiEa-,ion" t¡jhat ås n:asu:ad by f irst diff :re::c:s is
y?âr to y+ai variati-onu and as mentíonçd pr*viou;ly" there

ís lii¡-1: jusiif ì-caticn f ,¡:: .s,¿.¡ki n',i a rçlaticnship cf t his
pr+ci..sion oìi ilie bas:-s af the rhe,tr¿tical- assumpr_icns i-n

qu*.sti cn. similarlyu rha logic of the f irst dif feicnc=

anÞrrech :-s prchlrmat r'c in :--l-¡3 prÊsÊÐ*, corr:+yt, fcl if f :-irst

ùif f;:,ìncë val-ues eF= üsÈd tc mÈasur ? a var-i abl: +-hen ì r i.s

naqAi hlct * ir "l:a¡-r nrnhaÌr-io -r¿'vvr4¡'3\- ihai in many ca,ses a sr:bsran-

tia.l- yearly incr+e,s': ir çxpçn,lituitr b*con+s a c-ecl.i-n* ¿f :"t

i s s mal-le:: thal r.h3 pre vi cus yraarly increesë. Thus an

inpli;it assump-': cn :s nad+ ihat lrhatÊvÈ: the tûi,ai amount

of Expsnrl:-t.ure I a variaiion which may accounÈ fcr onl v a

sna1l pÊrclntag+ crf thj-s to*,al- is significant"

Th.-: f j.nal p:o brerna:ic ir:,Èe of the d.ãå,a anal-ysi s r"¡hich

#ì 1l- b¿ ccnsi,lere¿ in -,i:¡is cha pt+r is t he passiÌ:iI-i--y o f
int+iac+,ion b,+tw++n th,: ve::i.ables DÈfÊ¡cri Tlxoendi:-u¡:e and

F]Êart h a:icl I'JË1f âi+ iìr¡:lr:d ::ure e s th-:y r,il-aie to :-he partl*

cipa'lion RåtÉ. âD,f G¡lii" fil otcl;r
isrS ¿i;(i=tr,5,f,._.y -_9 1:tËIcapa;; sôm?

cha pr er.

di-=cuss thi*q guÊst-i cr¡ it

I,he ço;:c+¡it of r.h* nexfof
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Dêfèlci': år,rl il¿alih and rr¡e1fer" iirpcndi-;ur+ àTre =mp10yËd
alüìosf, ¿ìs âl-'i:roet + virri-a bl -=s" Th+ inclusi.on cr *..j:e I a-;tçr

¡+flecis a judgjríì-lnr t.Ìrar ',hs'k-in¡1 of be¡refit.s in t+rns cf
growih, :::ibìli:-y, .inC hiqh emplÕyinsnt- ilra+" thå Arns nconomy

Theoli sis ascri be tc niliÌary spcnding ccu1d, arso be attri.-
iiuie{ tr: fI*a1th ard '*iel-f a¡* :xpand i trr;e. Thås in i'-.self
impu-+s an i.nt-+;:action or eumuia+.å¡re effect- of ¿he tt,lo var!-
abl es¿ 3nd inoeeo sri=lìs *uc be "'!_nd.icate.d by the da:a.

f n iç::tils of da!a au:.l ys::: t-his rEoul_'i ..; ntl.icate +_h.r employ*

nnt of rnuliì-pJ-". :t:iJ=-.ssior analysisu .sc tha,'- the cr.rrula,"iv+

ef f +c+-u and r,ala'tivç ccntributiçn of the t',,¡o r¡ar iables "

mi-ght b:l assãssrd" u¡if ¡ri-unaiely Defenc* and iT,nalt h an.d

I{:l-f ai:= .s pènding arçi e xtr:mer iy hiqhly colrelaied." and thu.s

any m ul"ipl+ reg::+ssi oa aaalysis nust deal- v¡ì th th i pr,3bl.?n

cf mult-icoll:nra::-ty; -.hat-:_s" that the;:esults af the ana-

1y.sis aay be in larg= par'- i1u'* -".û ihe corrËI aLiori h¡+tl¡e=:r

th+ l',io ind;pt:ndriLt variabl_-=s, rêthe:: than *,_o t?leil rela*
ticnsh:p :o the d+penC.;:rt,

Th'e h¡s*' r,ëmèd y f or nuiticol_1i nearity {Ori u 1977:54*63}

¿s ic increasa :he samplÈ s í2.- o impcssr b1e in this casãu

Th+::+ ,",s iit.tle pe:-ar in strÊ:-chi:iE iÌ:s tri-me fram..,sork b*:,y-

ond t,hÈ period ccvered bv ihe 'ih+cry in question ârril iaclud*

i¡:g pr;r 1947 dat.ao lrcr:-s -'here much loqic in t*rns,rf t.hs

bloaô ;ren,ås j-n quesLi onu ia obt,aining quarte:ry datE fcr
th+ thlriV*'f l:r:e y.?eîs, assuminq that it r¡ras a r¿a.i 'l-aJ:1c"



TÌ:r cnlv Õ*,h:r s:¿ rningly applicabla rern+dy i s r_hr firsi
Ciffcl'i¡cÈ rpp:oach, iJorrJê\J*re it. {nr.tsr b+ found inapproÐÌli_".

a:Ê iÕT *, liå re asons al:eady nenïioil,:,1 
"

Tliirs, concl-usi o¡rs as +.ç :--l-l* i ni'glaction Of II=alth a:ld

i+e1j'ar-+ anrl Daf elce ìxp=n ditu:-rl musî u f c: bÈi-;+: or Þ¡crsê,

be mad+ Õrì :h,: nas.ì s ,:f ih,r exj s1ir.,3 a::alr¿siso pri.na:iJ_y on

th+ evid*nce cf '.h,é ¡¡raphs, o:r.": p,:ssihilit-y tc bc dj_scussr,l

in the ccnclusì on r¡hich shculd be rneniior:.1 here i-s thar *.h*

re lLrL'i ve inpc::tancç cf D.e fenc: a nrl iJe alth and HÊlf ãre sp.=:nd*

:nq :n proilìoti rrq grcø;h, s:ab:lity, a_nd emplovmentu has

shifterl ovÊi the -r-ims pærì cd i-n if u¡.'-ti-Õrì, speci-f i_cal1y"

tha l-- i-ni¡-ially th* iat ¡¡:i is of seconuary impo::anc* ì:,$

Ðn,f*nc'?o bui ih_a¿ tiris s:iua:.icn is r*vÊrstrjd by rho ei:,1 cf
t.ir+ peI:,td, ¡¡¡ithcui r¡,J j ng 'i nio furr-h¡r der,ai1, tiris pOssì -

bl-¡ r¿l¿iicnship is discu.sseci r+. -uh r':f+ri!ììcã to t.he relat:'"v*
ex!ÐËnditur+ l¿ve1s and th+ larui* of rhe r,-wo types of spenå-

íng. Tir* ilê.*¡r,3r is rais;d here b?cause Ëûme typ+ of splii
fr=-i¡rÁ er;el t¡qi q frrr :=¡h ìrrrn¡rl,¡=.i--, r*- -.t y¿ çr¡i:r+è, ,_,-iT:g pee:sor Cr:r:f a-

ti ci;s ¿::'1 Rrgressic:r wauld seem Lo i¡e indicatçd" ilnf ortu-

nalrly' such e proc¡c,l::e is j"nad.visabl: !n:ha= rh+ r*=ulrs
of any analysì s p:rf c:rrr*c c,n on3- half or l+ss of ¡ thi rty-
Lhr.:* ca.Êå de¡-a sÊt øould be Lln¡'Êl--i eb1; in ',h-* €xlì:e$Ð"



ChapE+: V

SUI'1fråR Y A}]D COT{CÍ,USIC'I{S

?be f ua'1am?nî.a1 qu:stì on arldlasserl in t*his lh:s:-s :s
+¡h+tlr+r d*f*nc.= spenrL:rq +x*rr-s à ben:ficial eff+c-" oiì tiis

Canadian economy '*rhj-ch iransc+nd.s i'i:s statãd. func--ional

ul-i11ty; -,hat isu tic+s def ence {Ìx p,Êlrli tuie purc}r,:^s e soirÊ*

thilg incr? -,han arms and a*r, This discussicn ha"s heen car-

nietr ou'" in ih* ccnt.+xt cf tuc dramrtrically cpprsed vj-ev¡*

pli.nls: thar of 'øhat,ias lerned t.he dj-sarmaru+nt cainpr'øhich

hol-ds t,hat mi lita:y s,p:nd inq r¿p13s-nåus a d.rain on i-Ïre ,--corì*

ornY a ar 1 srns rcûï!crny EûÊary çJhich sUgg3s*-s tha: d':f +nc;

exp€rìdi tur¿ conl:ibuïës *;o sti.bil:-:yu growrir" and hiqir

e n plc ym +:nt,

årms.eccnony i-h+ory is based upon en es-cçnrielly K€yn+-

slar" unrlìrstandi:ig oi oo1:-t:-cal Êconcmyu x t and :€,Ð:as+nts a

rafin+n+nt, of tir-: nrem:-s+ lhat parlicrliar forns of g,JVçrn-

m;¡4 en:ìn,lina maV +x+lf. â .1 *"imUlati-Va anÀ círì^,ìlìzinn :ffCCt-,'*.1 ¿ t¿4LLY

upon -rh: 3:onÐmy, Tlle beneficiaL effect. is nût simpJ_y a

on**tÐ-ûn* lâ-,i.oo uhele fcl ìvery dcl-lar spËnt a. doilarrs

x lThis is ncl Íì!enr- ':) :-mply t,hâ-å- tiie r:heoly i s d:a_un sol-ely
f rcn KËynesian thougirt u nor ihat KêynÈs ç und;+rsland.ing of
poliÈi cal :conony l?es r+ì thout p;eceå*i:.t., Di:ecf- an'F-ec+-
denÈ-s cf r-h+ nrinciples ori--1ir¿d by'<eynes can bs found ii
flit-, "*¡olk cf ;5+rr;Ial ein:t-e*nth a¡:.d -ultêttl+t-h eÈnÈ,ury ana-
1- ysts, p-'::haps mos-- i:it+r:s:ingly in Lhc vo:k i:f tux+m-
bulg,

,'vl
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broader infiusnce,
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s.iËn a-Ë €xe;:i:g a n'lch

g

but is

ttp La tìris poinc Arrns :ccnomy and KÈyn;sian th+oiy are in
accord" bt¡: j:h; aIuìs ecSncmy *-h.=c;is-*sa id+¡rif ::_cat.i ort cf
milita¡v sp'lnclirg as ih: pr:rcipat cl:ann,=1 af s:im.ular,:ve

sp+nd:-ng têprdS;:il!s a significan*- departurs" Ar bo:tom

th:s pcsi:iolr i.c+s no+- diff er f unc+-!cr,.ul1y f r:orn K+y:rest

ra;h¡¡ il s-.ipulares LlLa+- ahs 'Espending injlc:icnsr¡ ;ak+

dif f =r+nt forn than l(lyna t s 'r*ìccially u.c.:f n1 prr jJC:'sr{ 
"

lirns Eeonofiìy *ri?Èory suqgÊsrs that tire grow-;ho si.abllityo

and hiqh ernployn:n:: l:v=ls of *,hê .r¡ast- idar -u-*st;ril ç¡c::1J

hav+ be.*n in large part rlu+ t"o th+ r.rnpr+ce11:ntej rata of
defence +xpen'Íi-,-urè" They aiquË ùhat this sp+ndir.rg serv*s

as en outl¿t -f cr .inv+stnênt cap"i ¡¿1 uhich l¡oul11 oth,+r uì se be

und:renrpltyað.u ci if r+inv*ste,l in ex:-stinq indr¡s+-rial

enitrplis+s - souirl i;:c¡:asc prorluclio: beyond leaTi-s+-ic
'l 

-o vÊls of cgn suin ption" fn ihe't. arns prorlucticn is separate

frcm r:her inlus:rvc +xparsion in "-h:s arÊa rloss ¡.cl

dir+c-,iy :r-l*ce, ;h,: ,;xis:: rg rrla.ticns ci indrrs-.rla1 nrcd.uc-

ì:ion' Eix::hernor+f arme¡ni¡nrs arË a¡: economic luxury; bey-

onü sDm+ L,,a¡:ic l-i:vel l hëy fulf it1 no r*ar neec of ',lie p"trrx-

lacE. llgvêrtha'1sss, ',h.e 
j,r cÐn"i,nuêd prc,1 uct-i cn pr+sents no

p¡cbl;m c f ¡v:: airulCanc:,, in tha; this consu:tìpt.icn by

soïcrnnÉnîs can, si-.liin brcac limj.ts, ,llways be incl+as+,du

a¡:J rhis i:rcrÈasËJ corsu mpri c¡ prcvide s investm,=11l opÐortu:

r:tiss =id. +mnlcym?n:r both d::+ct1yo a:-.,i 3s e -spin-cf,f"
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f]aycld +-his u th',rr.= arã scvÊral fac,;t-s of tÌ:ç ertrs +conony

øhj-ch ma:l ¡ff:: advaniag:s tÐ par:icu'ta.r states, Tirstu

because arnenrnt-s *uÊchnclcgy i:3 com,pl+x, and deve lops

rapi d ly, snia1l'¡r counr.ili +:s may expû¡i +ncr dif f icult_y in

k+-. pi"nq pact with iha : ar-e of d¿v';lopment- f cstellâ trv i-he

largest and r.¡:althiest sc¿tÊs" As a iesuli they ney i.enf, to

fal1 j-ncreasingly inl-o a d+p+i:rL=n-" î3ia-"ionship ',lith domi*

nanl pol;ìiso both Ì:y;he purciras,a of arms arid t,he:-mpor.ta*

tion of f,ecl:nology,

gÊ:cônd o th* produciion oi- ä.rms thçnsE.ives" and noi. thçj-r

act-uai- rlsÊ, may ï=p;-,Ëscrc.ï a forn cf +conomic'g¿¡farg ancnq

r j-val s r-ales" Sn:cif *:caìivu th.e ,1:vel cpment of e i:arti cular

\,Isepnns syst=n aày f crc: .1rÌ rüg¡e¡¡yrr .,o unCer+.a-ke +vpe nda tura

to ¡rrovi cte squel: t-y of d.:f ,]lc?" and prÊsuär ably r:*ü1=c¡ ncrÊl

¡r'ìr¡:n¿ãd;aìrrc q11-ìnÁi -.t n'l ¡ rcs j Þ.JrrÈr L¿¿:;:, v:¿._:-ì1

ni nalLy e K:-ilror, sil,Uq;sis rtrt?. *" che a¡ms ecot)om y has cËr..

Laic inher3IÌ-' ¡rroÐ1-em,= '.lhich rnay b+,:one mcr4i ac{rt:.i3 cvëi

tjme" I'irsLo ihÊ adoprion of an arrns ÊconorTty strait=gy

r;prss=l:',s a long tarin ccmm:_r.m:nt :-c hiqh l:v+1s of mil-irary

*xpendi:ur+, Cncê unC:r ¡rrâys i.r: abe::clon -;his cÕu::sÐ coulrl

be Cisastrons" Fui:;r+rincr+u c;:taì i farctors måy 'r-:-:nJ :D

dini¡ish th¿ h+:nericjal;,:fecr-- of arms Ëxp*noitu:+ in'Lh¡:

1-ong run6 S prlc:- f icaliy: 1 ) erÍfls +uchnor cgy rnây rhrouq!:

sp*cial-izat-ron become ,livarced f rcn ot-her i nrlustry end thus

ha.vç Lir+-l-e spin,-cff 'affecÌn 21 at^rìls produc,:icn DåT, by

Lh,: f,enanå i i creat+s ia c+r-,-ain rei-at*if i ndust.ri¡s u f.asLeç
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utpqual'1;v=lcpme::t eaong sÊcù,cts of +,-he ecûnomye and 3)

b+causs cf i:s nigì: -*:ch:rolcgical à:vrlcpmerr: a;ns prDdu:-

tion nay t=;rd +-5 hecoin= i ncr,¡asingiy l+ *qs I about i nie:ìsi vÊ"

Ccntlar y tc i-h* a;üs ir.nomy Èh:,]::sts, th'+ r1i sa'rnam:ìn?

+¡rj ters beli.eve i,lia+- srili iàry spcnding reprasants e rlraln cn

i-he +ccnomy" ?Jhil-+ ehey are a Þra13 ;ha'¿ spanding cut iracks

øs ulå hav,s lnm+<i-:-at*: corìseqnçAL-,sss sptc-ì f lcal_ ly f c: ç¡orkers

eorplny+d in tha arms ind usiT;yu rhry sÊe only a lirLlt.ed one*
sr-Ð -oIi ]:+n+f ií of def ;nce =xp:n'1.ítur3 l:. e" o profir f ol ajtns

nanufaclilreis and arrs indusrry jobs! , LikE the eras *cûa,-

cnv t.ir=:;is'-so *-h+i¡ p:si:i:n:.: irsuaj-1y l¡;lrl in iir+ ab.ç,=nce.

of solid Õata anelysis,

Imili: Bi?:ìÐj-t n:ak*s åtì int:r¿stinq att.*upt ¿it mÐrs

sophis+- j-caLâd d.¿t a aralysi-s i:: Ðef,ç4çÉ p*d S"çA.!çg!åç- gra-fr:h

ig D.ig:l,apigg ÇgjlÐi::ås {1973} " Oii the hasis of r.his

research he is foic'*d to co:rclude 'i:haf- def*nc,l spenrli ng does

contribr:t* to economic gro!rf-h in d¿v¿loping countries"

idhil-; thå book it:Jpr,,?sên,rs e conside::abl-e aivance in

CE f :=n cÊ sp¡rr1:ng an:lysiso +l:*r= arê nì?t.hodolcgical p¡ob-

lens. SDscj-fi-ca)-lyo his næesu::ement of r-1*fenc,e ¡xpea4i+.ur*

as nri. 1-i-.a:y spËndin<; cì3 ã Ð+rc+nt.arlz of G" Dup, lTIc his us3

of f ii-t 3 Jn y?au avÈ:aqËs ::or alL coun*-¡i'¿ s rais+ guêstions

as:.l t,l:; nlgnlrude sf th+ eorrÊla-t'i-o::s l:+ obtair¿¡å" Hcu-

evi-r u iL {o+s se:m saf* tc conclud¡: tirat -,-hê:e ì s â si,qnifl-

ce:it di¿:+cri onal r'¿larionship berwen rni-li*-ary sp:nding ancl

G.,Ð,Pu g:ti,It1ì"
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Tn orrl*: tc +valua*,-': scm+ af *,hÊ gir.:st.ions: raì s+d by t-he

ma:.,'=1." a.1 rliscussr:c in --h* l+vi*v¡ of Lit+ratur: I t,,tÐ hypc*,he-

sis r'rÈî+ f rrrnula*-e3" ThrcuEh dif f i+rant variai¡l es both

pos:-ied. i:ha*, ã'lf¿nc+ sp+ndi-ng 1¡râs posi*-ively relat.:d:o Êco*

norni c grÕr'r-:li" r: ç,'aiì a1 s,> sugg;stec. thar i{?al-:h :r:rd I{"¿1far+

ÊxÐênciru:e mi-ght- ha'ue a simrlar ¡,:laticnsliÍp 'orith ihe
gr',:a't ir nf ttrc qccn$rùye b+cau.s,e ¡f i-rs rÈc=at predcmi nanrÈ in
thä F+C-=ral brrC.qe+. alii p1.ace in K*1rn+se original:h+orelica.l-

forsrulaij-on" ?helefor: t'¡n frrrth¿r hypot.l:*sese pr+dicr-j-nq a

pcs'riv+ r+l-a:icnsh:-p b+tu+en IJ+a1:h aiið l¡e1far: sp*ncing

and grJS..ì ¡J-*-ional Exp*nditur" rdrre f o::mulate d 
"

Data r/es cc1lç¡ct*ri f or Canada for Lhr.'. yÊers 1947 +,o 1g7g 
"

Ðcll lr fic¡u: ls Þrêr€: sçl-ccr+d as the llosr re]-iablc, f crm sf

vari*bl;: nèesurenlnr gi v;n rhe focrrs cn cha.ng+, Fi_gur:s

we'r,: 'J+:i:1at¿ v.rherE L-, ?Jas j;:,1E*d appiopria+_; using t_h?

govÊrnnÈìn-L spÈncing p¡ ic.r i nd+x; in view of i.h+ si.-rcnq rES-

+nvaii-ons êKpress¡d. ily mcs: a::¡al_ys.,so an.d. ,u!\+ abs+nc+ of a

n:1it.a:y pr:-c'] iad.*xu Def¿nce Expânriiture ires nièesr¡;ec i¡1

curËenr åcllars,

Th; analysj"s of ilala beqan rEitir the pr:eser.ia:-ien of gËn-

eial data shcwing d+f=rc.: and heal*-h anc. r+ç1fa::s.spendiag i:r
ool larsu and as l p--.rc?niagè of a1l gûvÊrrlm3nr.- speäd.i nq a_nri

GrDss ilaij-onal Ìtx¡r,+rr1 1_+,uifi," Ti:+ i¡ama.,ic incteas* in
gûv.:in,:n+-.;peni:_ng ai;e¡ øorl_,1 i{ar la, and èh* shift irr th:

r'¡1ativ¿' *qj-ze of i:h+ Dr!-êrcÊ and llealth and llelfale Bucq*ts

- D+f 3ncç b,:ing p:rldoni n ¡.no; f¡cur 1gt-,.7 t,J th* e,ailv sixties
and, Heaiih and þial f ar; af ia:waras - -rÈrê noiÊ4,
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'Îh* rfaà"â analysi-; ior :ach hypo-.hlsi s Has i<l:ntical_ in

foi:ui, it+ginn irg r+í¿ i i h : vi su¿ 1 in sp= ct i ol of g. aOhi catl-1f

f *p¡eselt'+d d ata " '-ù P:arson ccrrÊlar--i Ons SUppOrtÈd by

Sp+e:n1n rark:o;11er ai"rd Kend^11 tau-b e-s, Ordirra:y t+asl

Squa: er; R.]g:=ssicn ç¡i ¿h Ðurl:ì ::* i{arsoÌt s-r.a-tist.i_cs ar ii e!"rto*

cDrf sla',ion coef f ici+n:s f cr res i'iua 1su anrl f j-nelly en^ autc-

irìgf?s:5:,vte ouL. s, f.3,J;Õssr a:i nc,le1,

ïn regar'C to ,11'pc""h.:si; #1 , í'. Has concl_rroed tliai a_ siq*

nif icant posi:iv; relarionship :xist--d batç¡een f hi: tr¡e vari -

ai¡l".es. This'r":latio¡r:hip.ç;as d.escr.¡bad as å b:oaC eorrela-

ti cn of iren,l u a:r'1 r rlrt iv':1v smal-l y*s r3-v f lucr:uairons Fr*r-È

rcrslC:::ed of in.,Lr¡t,e-rmin¿ir inporùairceu a1+,.houql¿ it !¡aS

noi*l iÌ:al ""h? lerg:st si;rq-l,= y3.1: drop

Lure tliri co j-ncid + iø;-'-i¡ th; o:rly il eci.n+

Exp+nditure of r i;: p:l'i od,

:-:ì

l-n

Def enci: t xpe::,1i-

cross lvaiicnal-

The 'åai.a for äypotir=sís']*2 'dres characrç:rized by a s:_qni-

f icant pcsi-'ive r*lationsìri p cv¿ra"1 I o anc a ¡^om,Êt+hat clcser

ccv¿iri alc,+ cf y;â: Ëo yÊat: vaiiation.s,

In conllest t.o the r+si c-i --he p=:icCo d.ata :-o: -l"it yâars

frcin 19u7 tc 19\2 ÞraË; cha¡:aci::,:lzed. by n+gatiu+ ¡+l-atiorr-

ship" If- $¡es srrgges:+,1 thaz rhi.s may i:i*: du* to tir* 1çv*l of

Dâfenc¿ Ixpenai*-u:¿ Ðrír.g :-na<i.;E'Jai-.= :o rxert a.ny influsnc:

on =mprcllñi,=r1* pl'i al i,) 1951*2" Thus f_h.+ l¿yp,ethesis ?ies

acc*pt*-d ',*iih ihr tBS€:rvâiicn -Lhat the r¡lat_ionship may not

hclcl r+h+ra -ìFcnding l:vcl.s are slgli-ficar-t1y 1cr¡lr than th*
no.q f - [J e ¡' .ã rr:r ;*. --tgç"
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IÌypo:hesis 63 r¿as ecc.:;pf-ed." an'1 again it !¿as Ìlc+,-êrl. tha;

t,he r*reti onsbip l,ras pri ¡nar-'i-1y one of rrencl; yeari_v fluctu-
a{:ians in Heal_::h and r¡¡:lfar3 spe;rdil.¡ of snail nìãgniturl..

seened +-¡ have l irtle ef fect cn G"¡l ,1, rÌ t¿as su.ÇGÊ,s+uÊd

t.hat the r+latilnship b-=*-vr,=ëÌl the 'rr,ro variabl-+,s mg"v b+

øeak,+:: in ih-o ':a.ii-+r pari cf t_ha; perio,i than in 1at+r

yÊars u 3Dd :hrat +.h+ 1976 îc 1978 d+clile in LIêaith ãrìd i'jël-*

fa:e sp+n,iinoo øhi-ch was noi r¿frecr¿d in Adjus:ed Grcss

illational Ei(,otnCit ul= o may hav+ l¡een o f set bl¡ r:hE concìJrrent

åncrease in D+fancG ExTlBnci'Lure"

The data anat ysi s f o r Hypcthesis #4 î-€vêal¡;d strcnqer

ccrr'sr-l-aiion than fcr 3ny of ih+ previ ous Lypotii..-s-ã"sø anä

e'l Èl,nrr lrlr +ìr:rt 'q¡ L ¡lù uy¿¡ ¡-¡rsL rr l¡JAS d.qaan [O pIi3C I $€ ]€â.ï *:O ye Af CDVaf ianCS,

th: b oad åirec:ion of ctiange - wheth=r up oi dcwn -,ã¡es

siilila¡ fcr bcth variai¡le.s throughcut *-l:Ê period" Thus, on

th* +vid+nc+ of th: sr gnificant pos'ïtj vc relationsl:i-p e:rhi*

bit*å i:y t he data, HypOthesis #4 ',ras accepted,

Th+ :':su'lls of +-h¿ analysis of data for c,ach hypo.,hesis

!r:'r:- q;:it+ s:-ni1ar" Tn eacll cas,r-j a faírJ-y st roilg relaricn-
shíp i-n r.h: pr:3ict-.rc dir:cLicn ali oi acc€ptabl: signifi*
cancs was f ound tc ciraract eri c¿ t'n,e data " TrËn,:l wa-e of

impOrt,lnCe:n aì-l s¿s*5 "- ai-beit +"C a l-,èSS.rr,exienl fr:¡'

lrypc:-hesr= t2 anrl íLt * and year i.o yeer f.l_uctuati¡rrs arculd
th* ir+nd H+râ cf ì nd.:oi.€rn'i n¿'Le imÞC¡'*uirtC3, Dn ihe basis cf
this analysis all four hl¡poi:hesa"s r/êrÊ accepterl, IIcw€,verr

li¿fo;e J):lcc:adilg :u:"-hc:, s=v:¡ai analyiical p¡:;.1,s'sh;cìi



beer ufrol: any colcl usion s cl¡a'¡¡n

discus¡-â'1 
"
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f:om the anai-ysis mus: l:l

Th+ problen cf rra:rd.ø perticuiarl_y d.-- lt rçla-ies -to +,hil

urlidirr;crional nât,ur-o of .+h+ L;ri)ss National rxpendìture
dat au i-f of ccnsiderabl-e importanc+, rn -"hâ Discussj-cn cf
AnalyticaL P::oblems a+. th+; end cf chapter qE i*, rjras notç,j

that #.hr' +.r€nd. ::elaiícnsliip !s p:oillematic fo:: eta.uisiì ca1

rÊa-cons re-lher ihan th+or¿li-c¿,1 onrs; rha'i'- in fact" it. is
just such e ralatìorship that th+ erns Ðccnonìy rh*crists
suggÊst' Thusø âr âr.-;irnpr i,o <1 -lcompcse ilra tr-end. and search

f or a p:;cise yser Ì:-û yæer corf,efati on ucul_i1 gc i:ey*nd thtl

l-+v¿l of sp:cif ici.ty cf tf,: t_lieories invo't v*,d, ?h: probJ-ems

ç¡htch ari se f rom ths unid-'j rÈcticnal trend af the G" Tl" E" rlata

ars in tT:e ina-ì ¡1 :el-a r.ed trJ thi s " alt ìrougb nors ecui-Ê 
"

llo â.pprcpriale soluti o¡: t/a.s f cund r,êgarding thç c$f
data" ra Ths fir:;+- differËî:-cè app;cach rh* nosi obvicus

scl ut-ion : was re j ect-e.d f-or bo'th the or+ticai ancl s',-at ist.ical
r;asons' Th= ratter r-=sul-red from thr: rBla*,-ive maqritu,ie of
caiculaled first differenc€,s in a tiri_rty*ihr+e case dat.a

se+' u ¡ahil-e the f crmer conceinÊâ Ì:cth th+ le.,¡*1 of sp*cif ic*
it-y of :hÈ -r.h¿:cly in (íuÊsricnu ancl th+ unil+:1ying .rssuurpLì-on

åeThe lìate of capa^: ry iJ'-!Lizzt,: $n rdas corrsid.er*ô as an
a lternetive m+astrrç but wes re j+ct+r1 f cl ;i€vGrâ1 rraso]ìs¿
r j ¡sr, it is cnly ava ì 1able f rcm 1961 cnxa'ard " Ä.1so u arns*conony"rheory sugq=sis'iha; arms ax¡rendirure rsi:l_l l-ead tostabl* tccnomic grow:h u î.Dd t.he r*letåonship b+tr+een sco.-
ncrnic grcwth ar:d capic ity utì-l-izati-on j_ s quile coinpl+x" Tn
f acr u i-f mi)-:t.ary =p:nrring acrs ro curh both viclent ups,d-ålg and d.¿clin* as has b:'¡n suggesteri., t.hE:elationånip
ir+L l++'¡n it an'l thÊ ra¿r-= oi capac j iy u*"il_ization øoulcl +-,:nii
+,-e bÈ dif f i culi to rir,lâìt:if y,
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In thå ÞrÊS3t'r-; c3Ì'!+,.1 xt,

applyi-ng rhe fi.::st. diffËr+acÈ approÊ.cii k'ouid i-mplicit-ly

asslrn+ -"hat Hha: ne-y en)un: ro.)r-1y â ninor r/a:iation in

y:arly ixp?;:di+,u:-, is siql.iri-cant; --ha.* -.h e dif r:r =ncâ i:
*xÐ*nd.i:urÈ f rom onê yÊar to --he nÊKr is of grel::r ì mpor-

tan c+ t- han t h o ova¡all ,e K'p€ni i-"ure l-e va 1" Gi u+n tne ä arur a

cf ih = Ca--ãu enõ- ltrs ¡rrobl:n unC.er i-nr¡=siigar:cr, I bAli*v+

t,haà such en assulTlption is nn",ezraL¡ïe,

Th* sinqular dirrc-rion ôf +,he (],}t, E, da--a is ptcirlematic

ir' thar ii tenðs îo reducç conf,idence i r: the co:rçlation"

fo: ,lesp:rt ihe d.+f rnire rrn,*ra rd i'rsn,4 of hOth Defence and

I1+ali:h end weIf a::¿ sp; a,{rÌig lvelallu cach exhihi t occasional

doarni"¡ard mov,ëment,s that f ind. no echo in G. Nn E" Il shoul_d,

ho'øçv?r, be rËnÊDbet;d that. t.h+ c:;1y y€er to ytar d:op Ín

G" N o ll, Co-or5 cci nci-d,e ixi-c L f-h+ sinqì-e l-arge"st y?å:ly d.+c1_ine

;.n Def*nc-- Ixp,lrilir-rlr:" and, a1-;hough câ.l:+,ioa musr bç

observçd i-n dral+ i i:g conc l-usions cn t.h+ basis of, c:ìe Õccìrr:

rgiicÊ u rTris suEg:s+- s :ha-' 1-arg+ changas in *, h.È larter 'øí11

be reflected in the f ,:rme¡. Al sÐ" the 1953 to X954 ,lrop il:

Í-re r+nc: 3xp=nli -:ul¿ ís ì-inpej:lI1:1¿d I b=ing l+arly tvrrc= as

grcat at .r180 nril-licn,ts eny o..hÊr y':ar1-y d+c3-ineu th: n,rxi-

larg:s; b+i::g $XtB m:-1iior: :-n 1962-63,

obvicuslyu:f rnagni:ude is i;npc::an; å.n this ccntaxt, ii
tnlìs-+- aLso be a f acio: thrDughrut the p;riod, ard r i particr¡*

1a-r ì mpcrtanc: it tlie +a;iy yâars cf the p+riod, In curr+,nL

dcllars u Ð+t +nc+ ExpÈnfr.'r ;ure d.ccs :ror pass th": $ 1 bi l1ion



''T96t, Gi-r¡Ê¡:. ih;, observaricns oi tire ¡årms ;conomy :h:or j st_s"

it sÊi+ms safe tc assume t,ha: belolq soinÊ mininurn l;vel, ih+

6:ff¡¡-: ¡f r-fô\Ij-r.nr,-v'å ,tirrrr uì ll ?r:_ ¡¡nj in.i Ì.1.-srrËç! ?i 9vv'=:i;R¡E'Ì:L ÞlJ-lttt_--:J ._c;9rag t Df?¿ By the

sen: tok':n, cne vculrl essììnì,Ê chat above t.h,is minirnln 1e¡¡alo

ytarl-y v,lri a'.icns j n +xpencli t uie nust be cf ,1 cerLa ì ¡ si z,a

tc h-ar¡* any eff+ct. I-lnfofluullâ'-zl-yo rh:re is ¡lÐ procis+ i,jay

tc ilet:rmi ¡-* either "n'i nínum. ef f ¿ct j-ve lÈvelr' 0r the B.agni-

tuc + of variation around rhis 1+v=-l :hat v¡i11 b+ siqnifi*

ceniu but by ;xamin:ng th= r:crma1 +xpÊnd'i 't.ure 1+vels foi tÏ:+

p€lriorl a vêi:y rcugh esti-mate may be f,ornçd* 'llrrm 1g.s2

cnr+ar11 D*fence Ìxp:n;1j r¡lr -- nlvar falls b+low $j150* mil1i on"

ThlougÌrorrt ï.ii:s-: y*ers, sspÐciaJ-iy 'ihe fif*;ies ard earlv

s j xtia-s o +-\e :+1a'.i or.ship betwÊên Ð+fenc'+ and ülJE and t-h.,;

pa:t1ci-pa..icn iai+ is srrong, Thj-s r,¡oul-d inply that e

y+a:--ly =xp-=nrl 
j rure of rpploxi-matel-y $15cc mil-l-ion is n€ces*

s1 ry 1') exì:r a¡y rÊai efr-acr on economic g'r-ol+ïh cr ernnilv*

ment; belou ':his leve 1 ; h¿ ef f act wil_l be neg)-i-gib'l È" x j

Tak:ng i i 'Jn3 si;!p f ur-.h+i, if one âssumes ::hat ahove this

minimun 1+v=I, -y-:a:iy va::aticn must b* ai leasl 1fl, - 'orhích

1ûfl

H,,allh an,] weifare dc¡s Dûr dc sc urrtilnar: !r un:;i 1951;

s=¿.m3 a cc:tsûrva:. lv: fi.4ure

+ff+cr, rh= onl-v iuclrra+,-icn th.ai

1953 'i l 95li {:c p.

i,ç i:Ner'- en y neas ur eabl't

meet-: t,his crit*ria is t-?le

nBpresun*b't y thç
i,ìirê1ø al:hruqh

+f f ¡:ct 
"¡ou 

1C.
af. CÕr,JË::4 nOt

Crm¡ nish rap:_dJ-y
i n=i-¡ni.'l r¡L- tL f 5

b r1,r',v ihis



1C1

Th: Fc;eg.:j;:g mus:, of ccurs:, h:: clns:d+r+d sp:cu'1 :r:i clo

ali-ìrouqh *.-irä idea or a mininun effeclive l+v:l_ is" I
b+1::v,.,u scuncl" C,ì:rrlniy *-it; coinperri!'¡;1y slna_1 I +xp:rdi_-

tur+s cf t.he .:arl y posi-ldar y,eâ.::s cal].i-r3r l_¡e -_xplcted. t\)
eK?:L any,*Ìr:r3 n.ìar t.he;ffæc: cf J_atet yearly Èx.Ðen,Li+_ur+

as nuch as t.r¡rênty tlm+s e.s g:Êai"

Th e qììË'lstion of. nj-nimì1u Ê f f :c:ive magnitucle aiso requi-:e*

SOmÊ aSs;ss¿¡l-::ll-, Cf rh.: in*.+ract:_On c: thË :.wû eXpeedirung

v¿liabr+sp i:iêa1;h and i{êifarÈ and D3f+nc,:, Ciearlyu if bcih

f crms cf sDÊrì ding prcdßc? a sim!le: .-.f f 3cr: o :h:n ihë.e-

shcul ,l b+ å cnnrrla:iv+ e ff¡:,c+- of th,: r,v¡c type+- c.f expendi.-

tur€È å 4 ,.\ qui ck exänj-na-rj-on of ihe úa-,a sugq+sî_g l:har.

Ðtf+ncl 3xp:::di t-r¡::'i{a^s of a1¡.1¡s: sinqular impcrranc-: u:r+,i,1-

tLi= lat¡¿ fifti+su that th,l ""'¿o f orms of ,àFÐôndi -*rr;-.-: '.¡r?fê Df

r oughly aqual- irnporlance¿ unr-il +-he mid sixti:so ;rnrL tha-,-

fo; r-hc rasi of --h¿ ¡:ei:rcd Fi+a1:h and. ['J+lfã,rÊ êxpËnditurq

wc'r1c b; cf mejrr irnpor¿.anc,ie although auginenred by D+fÈnc--.

Thus, -,\+ siigÌr-- :is: ì -.r H+alth end I'l+1Íarà sp+n,ling :hai

occu¡r¿c- in 19 53 'Lo 1954 '¡otlå nct ha ve b*en ci :;rrf f icì enl:

maqr:;it,f+ :t off.ser lh: concurrent rieciìne j-n Defîncê, bu.=.-

t-ii3 gÊì:i*Ì:,ll upa'e:d. t:a::d of :n¿ f crner j"ri th,+ sixi.i rs sl:ouLd

have orai.r.i 'ie{ softrå s:i-nula:iv+ ef iec¿ in con'iunct.icn ç¡ich

34i{hj 1* :his eff *ci l¡suld. iik;ly bæ aâdi+.zveu L-._ would of
cÊulse d.+n*ond ilpclì rii+ types of spending cont_ain:d r*ithin
+ach cai:Eo:y 1Ê::qai,1.s functi-on" ;i1so, j-r. should i.¡e
nor.ed ¿lia'- once h:!-gle lev:l-s of expeniliture efÊ r*ù^ r_-hâd _

; h¡ mârrn i-,,.r^ ^; 

_-;,1';, 
;^::--.- - :;;:;;.::--;;-r::^-: .'*vrL'¿rs'.. rÀi= n¿,¿y¡r-'-*,-lê cf aüy i ncf,:as; * '¡hçf,hei ?indep*nil ,*nt,t Of

t coni¡ì nedr '- rnrlsr be acco:.dingly large for i.t:; : f f.ect ta
!'e ã, jJ l-r;t ! dr"l :- ð
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-'h* s:abl-+ rrril:---a:y .sp ¿nd'ng" Simll-a11y u the sharp ,1 ;op , t

H,:al!h anrl i{:1ia:: sp:nr1 ing from 197tl ro 1976 soulû hav¡:

b:*in pa:iiail'1 c,f un-;:-ibi.lanceä by the ¡i se in DEfenc¿,

Th+ p:ec*d:i:q i'lor¡1d suqgesî th.il -,hæ cor¡elaticr ÐÊi¡¿ÊÊn

Ð;f :=ric+ Exp+nci-¡urt'' a:'rr1 cÌ-vi 11¿n Grâss ¡;a,"i o:râ1 rxpsnitri_t-ure

anå th* Labou: !'orcÇ parr: ci pa::on F ar.Ê l,roilld i:e s--rongÈr in

th:i *a:l-i-+: par+, of the per-icd undær ir;v€.s"-*gatittn t?ran in

th+ l-a'f.*r yÊars, a¡:d tÌl* r?v*rsÊ øoul,j b.:: uxpsctÊd fo¡
tiæalL h anc [ic:1fa¡+ Exp,+ndllure anci Ad jus-:t.ed tiross ][aiional

Fro,Jucl and -+-h ê taboìlr Forc* par-,,ic.i pat i oe ila te" n r:¿¿ç L

be''? j+v¡, ;his v¡oui',1 b: the cas=u givæn thc siza of th; ,la,.a

s*ts nn reij-ab1* cor:elaÈicn coçfficient.s coul-d be oLrrain¿d

if L!,,e p.:rtod !{Hrç spii_:: u in *"he.i t.h+ re.sult j.n,l lç¡c dat.a

s,rts - if thå p--ii od 'r¡are ai:bi traliJ_y splii- ai i-he mid point
* coulC ccni:ain oaly s:- x:i:en ,?r sÊ\f Êni*en tes*s" Ã,i rliì s

pcirrt i+- i s cily pcss:-01-+ î.Ð st¿ta t"hai o orÌ Ì,he bas; s of the

râ,1 ãt..ì vî -levels of Ðafenc+ ar:d I.ii:a1i-h and h'p-:lf a:e Expcndi-

tur+, iÌ s::-iTts iikel-y thar +.Ìr+ relative :mpcrtanc+ of th*

tuo sp;tlir3 typ-s r;v3i:sis ov:r the, p;_r-.o.1 o a¡.d t.hat :h=t-;

st?m.s to ls+ scme in,Ìicetion of_

r;n Ð?jf€t:ctr) r-n th: l-a¿,* sËv,r=ãti.:,s. Lat;r in +_tli s chapt*: +_h:

ralati-v.: ac¡¡antag':s of th*'i-1"¡c spÈniir.g types si-l-l h'e,1is-

cuss+rL in a:i a.tie--mpt tc prcvia= a rationa-1 e f,cr this sh-! f t,

Iíke t.he advan'-a g,:s t hat- coul-d have b*t"n cbt,a j,-nÊ11 by a

split p.,;io1 analysisu havi.ng an alr+rna+.? peril,l for com-

pari.s rn ',¡rul-d 
"aç c consid+rabl; ban*f it, The .r¡:suLts Ðf e



'1'ì?

stc cnd araiysis woü1c r if sul¡s..-aniia J-ly t,h¡: seiìr€e hav:

incr:as*'l con f id::nc+ Jr';at- ly" Ilor.{evËrø the re is rie,tl-+

^^-i** :- ^*-. 1pr-Ì-n; r-r ana-Lyz.r:g prË*}¡orld i,¡er rr ,1a-:au wi:rch l_i+s beyond

tÏ:.a p*r:cd uich rqhich a.ms econcmy +_h:cry is conc=lnedu an+

ån 'øh.ichu acco:rii r.g t-Ò Kâynesians¿ gcvðrnmÊnï- spending lJas

at an insi-rff ici:nt lev:1 -,o intluçnce ,econcn.i c qrowi:h,

Finall-y u îhe absEnce cf a n,i l,i r-ar./ Dl-ij<:Ê i n,l .ax T-tas con-

iri-but;¡1 'uo th'¡ rt:n=:ality of i:he finrlingsu and has helpef
tr> confin¿;he r.na1-ysis:o on? of brcad-,lj-rçctioral tr+nds,,

l¡hil= nc otli+r -'--aaso;iable msas\lrëm+ nr choice was -availabf e,

i-i;r rhe fac* of +,-his" que"st.ions a;s tCI :h+ magni-tud* o:-

cherg=, ¡-nc ¡he r*iat-:-v¿'i ,strÈlìgi-h of th+ ccrrçlatio:':s, musî

be aC dr+ssç,1 wit- Ïi ce uî i on "

?ypical1y u srich prcblems plagu-* any alt.*mpt to â:fsess th,l

accur 1cv cf brca d sccial tl:.-,=oryu and ir, f ac: me y accouTjï fcl
Èha scarciry of scliri ,,jara analyses i n t.h+ tl:*c;et j_ca1 a¡ea

which i nfoims +-his thesísu aed oth;r analoqous sphares 
"

Thiory brri-låing :f tr¡i r:1i *s mÕrÈ h*avíly Llr lcgic and

rar icnel- aËqumení than cn ,lata anai.ys'i s, and broad histc'ri-

cal t.r=nds of*'el ,sûË.m inap::opiia+-+ subjects for s'"atisricai
teseerch" Th+ ¡ 1ff iculti*s "¡ncûuni'-er+d herc,in w+t-: rhus t,¡

some exl+nr ailti cipat:du and dc not rel.d¿i valid coticlusionr
im¡ros--il'l=,, bu+ oriy ind:-ca.',.e thS ilrlêd fo: i*ascn*bl:-; cau.-

ticn in int.+rprÊEation.

o¡: tli+ besås cf rir* ¿¡3] ysis pr:sçn:_¿,J h+r+" the disarma-

m=nt pÕ-qilicÊ thaf_ mi1::arv sp+ndinq Ê,x;i':^s a rega*._:v=



1t4

eff +ct cn +ccnom:c growth j-s insuppoftai)t 
"" The results of

the enalysÈ-r f'¿l HypctÌreses ri1 and #Z indica*çç a s:.qnificani
pcsii.iv: rÈie-,-ionship berr¡een Defence Fxp*ndiiur¿ anil €cc-

nomic grcr*t.n anc :¡¡rploymert andu 'r¡hi1e Llie srrêir--.,h af. ihis

rÊl-e',i.onsh-i ;¡ mal¡ nct b+ srat¿d r,¡:,th precisicn u rh:r? j_^s no

dcubr es f-o its dircciion,

Th. alalys:-s .srrnpclis :he rrm.s ,icctìcrny -,h+olis"-s i p;rcep*

t.ian *f, the relationship betr.¡e*n miljia.ry sçr,ürìding anð êco-

r.om:c qrow:irr srabl-lity" a:id t lqi: +mplc!m:r:f f ,:: pos:- r,le.i

Canaâa" T.n add.i iion, ir sugç+;5ts thâ.T overal.-1, ij<;alt.h and

rêl¿l ferã Fxp=ndiiure performs a similar function. Th rr s id.t

[rey conclrr,l: *,-hat Dofence Expen']i*-u::l and li¿alth anc'rl€lfaT:ê

Exp*ndi*-u:+ ccntribur.2 tr-o econonic grcwtlLu srabì riiy" and

h:gh +mployine:':t 'i n Ca.nad.a"

The aralysis dc+s not i¡,lloø the s-,renqth of thi s c,:n*_:i *

btrti"cn r:c be ,1et,+rmi-ne'f l¿ ith pr?cision, !conomic groçri.h a¡:d

enpl,:ym+ni rli= complsx ph+ncilÈ¡.a, the result of a m.u] ii:.ude

of f a ctcis" Th+-i-r maasurem*¡rr is r:f nêc?ssity brca d" and

varìation is mosr- lii<r1y,fu* to a coalbinati-on of inpui fac-
tcrs i ¡i nÕsj.- casâão bot-ir j-n e purely cumul-ativÊ :j€.frsep anc

ín terms cf an ;:t:rac;:cno r.h,,¡ coml:ir:ad effsct. of r¡hich nay

ba gieei?r than th+ iiscr¿t-+ input. of i-he indivj-drral faciors

:n¡¡clv¿c- c+rtair:1-y Ðifç.1c".', Jxp+ndi:u:Ê makes a sj_qnificene.

ccntr ibution to -',co::omic g::or+th, sì:abil j-+*y, and high errploy*

n:nto f Ê c:.:s H:al-.,h e:id i+el fare Expen,ì-ì t'Jr*u ar.d I srrb.staII-

f"iai '1:cr-3asÊ in ;ithe: 'iypr: of ãpe:lcir¡q l¡cnl-ci have ;*ricus



d+fri-uertal =Ef-¿cts" '*th¿ther cr nct tirls could be cffset bv

tht d¡:11b+raeLÊ manipulatì on of o+-lier variabl-+s '¡hich stand

in a sini lar r,:l-ation.ship to ih¿ Ðconomy, and ¡¿h:*.h;ìl their

ilipu+. wrulrl be +r¡uaI, musi renain å ma+,f-Ét fcr -ep+cularion"

1i was aotetl befc:e tirai-p on the basis of the ralative

1:vel-s cf ?xÐj.riditu::o :t rsoulS ìpp-3al: tÌrat mili--'1¡y Èxp+:-

di:ur+ Has *.h+ major cha.nn+1 for s:imu1a:1v+ sp;:ìii-:g fron

[,1ar.ti¡n= until th+ :aily .sixti+s, but tiue+" aftei: Lh,a+, t-iin:

u--al-th anã ¡¡e1f a::e +xp lnditu¡e increa,sinqly assumÌ-?11 prirnacy,

The i:?esons fci this probably f-i* j-n t-he specific b+n+fiLs

Uhicil ecc!r¡: from cach *-ypì Õ: sp.nling"

.[rms +cDrciny +]rer:y d*al-s almc,si exclusiv*ly'øllh hiah]y
inf,.ustri-alizeä nat'ur.-: :a pi-ralist eccnom:_+s; +:ri sii ng ana-

3.ys:s ccTtc¿ntrat,e cn th* {tnite<1 ,Stai:es and Britai n" 0f
åL--^^ "---ir.n nrnìrri¡i:rz r-?1 F.^-âñJ-ê 4Fh(s -^^¡¡^hrr +L.Cn'JSã" .{ûlêï3.,-u pLvwüvrJ j-pLÊSenr,S a:mS +COíIOür y th*Cfy fn

its purest f ornu âs t.he d om-'i nanl- staÈe i¡i the !{estern t¡orld

anrL the lead.er in aîms technolcg-y, I.Th+n t-he U, Sn gcvärnment

purchasrs ã.rms i'" does so ov3rl,rhelminglV f:om domestj_c ísup-

plie rs; whrn it" s:--imulat-:s the afms industry Ì:y procuremenl

and cthEr 3xpên11Íf-ut.* ih* j-mmeC,ia*,+ velu+" spin-offa â:1d

emplcym::nt ¿f f scrs arë fo: t hl mcst, pait carrfj-¡:l¿t1 çir-hin ít s

borders, Tn ad<Lii-¡ on io thís ø l.hë competi-tiv*;ress cf .å mer:i-

can erür; in the çorld nar k*t i-s i ncleased. u an d th¿ valu+ cf
resultinq sel¡¿s ui-"irnately benef its : he dom+stic econonri,

f inaLLy o i'¡i'l+li Arins A:€ EilDnl i 5ð +hr-o'rgh tiad.E: s Or CthËr

t¡:ansacticns Ðn atr ot.hÈr then "cashr¡ basisu -'h.erÊ is again



an i-mm;ii-e:+ b=nefit to.th"':

ducti on.

1C6

sccf,omv ir. i lcr¿.ls:..1 Ðr?*

of coursÌ rêguir= tn cxarni -
b=t'¿re:n A¿s:Jrr crltltt:ies"

iJ, S,

Tìre situat j-on in ce naria is quil+ diif +re nt, r,"t +-hrr:qh krÈ

d.o hav+ â ccnsirlerai;iË arm-q i-n.lusiry, much of ç¡hat tvê pro-

duce arË ccnpÐnants of laige sysåÈm,s or hì_gh içchnology,
lsss l-abcur int+nsiv: it*ms" FoE th: inosr parr ,najcîì pur-

chases - aì icraf tu si:.ins, -rnc o-"h-r sopliist:ca:i-d .¡j:apcnry -

erÊ mad+ fron: foi:eigrr ¡rcducËrs" lh;. ;-sul--r 3g b+n:fil i¡i
incrûâsÊ,d pro'luction and rmpioyn+n-t--u â,s weLL aS the spin-*ff
eff":ct, 1s ina;kedly l-:ss than if these item,s hr*r.¿ rrroduced

ur ih i n cur bo::d --rs" Thrrs r'¡hi1* the srabili z1 nq +f f*ct cf
arEls exp,*ndit¡:r* is unaf f ecf,a,1u the af f +c-r_ is r6, ducË,1, x g

IIeal-ih and ì'Jel f¡:-= =rìên,l,ing, Ðä ihe othe:: hand" lrhil_e :.Ðr_

serving pr+cis+1y th;, sam+ purposee loes reaa.: n viihi_n the

dcm+;st,ic êc,:nÕmy" lislfare transfer paymenr-s do a1l-ou foi
ii:cr+as¿d co nsu mpt-icn on rhe part of th* reci pi+ni so and

t.hus fcsie¡ incr::"s+d Drc,luctioa j-n industry¿ arthcugh nci_

in â rrj*qtricied s¿ctor lika nil_it_acy +xpendif-ure,

poÊsì b1e, hoveveru that. sr.imulating prcduct',ic¡. n.cross th=

bcard i-s less liazarcous il canirda than in ihe ü" su e with cur

lawai l-:v*j cf induslriaf i,zaiicn end our r¿1i-ance Õn

J-mpor+"s, Cl-tarl- y ,"h+1: is tltofÊ_, rcom f*r expansi-on in tþ,*

ar*as wi:icl; t'¡oui,å b* mi¡=.i- affecieC by è,ransfs.l paym*nî

snenåirqo ruch of r¿hich pr+sumably gces for economic nâcås*

154 f u11 aral-y.si s ct this rqoulå
Ð,et'ìrn of t.h,= itrt;r-reL¡.t.: on
pa:ticul a::ly t{Aio m*nbers"
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si-t -i ,es such ås f ocd and s ir:'l ter,

ii !s als: pcssiì:l= :har r:ht1 health c,3mpon€n+- cf ti:is

Êxp+ndllur a1-rhough :t ecccua'Ls for much l:ss cf t.h:

*ct.al than '¡l e1f ar+ - mey cp.":rat,: i:r a morÊ cl-assi call-v

Keynlsian mann?r, CÊrtainly rt'Jo hcspi.tals arê tv¡i c,l as qcoð

â=- Oi!rly anJ rh,,: vrid+ variel-1'af manufnctur*C goo,trs utj_lizeC

i:l con--+apr)r-afy h:al;h eers which a:: rii:+ct1y ¡:ulchase,l'ny
h=¡ 1i'h sp:n.lingu as ç':.1-1 as the RSD :.;xp*adi ture of sovÊrn-

mait li::-itt:S" shcui,{ r+sult ì n bcth i-ncreased ploåuctÌ_on and

çmPlaym en +,,

Inì::r;stin!J1yu zh=te is sûñìe in,1j-cat-ion that th€ tr*nC

tower,ls j nc:êa"sì rrgi ilealtir a:rd Fl,+if ara spenrii ilg ;1L a much

f asÈlr za-,* -*ha.n d+f +tc¿ r';ìe]r b+: revsrsing,, Ð af *nc+ expendi-

tL¡re ira"s iacr+es+d signif-icanily throughout the latrer part

of tln+ sÈv.rni-i*s, anC i'i is ceriain thar th'* Êxpèn,Jiturr

r:sultinE from +.h: n=w ftq?r-zt pla;l+:nd Cr_=st:oy+: purchas:

e_grsGment-s w:-l-1 brin,g sps:iding op evêrr rrtors rap:_,å1y, prob-

abl-y th: ilOS-: linpcr:ani racet- of ihesç cûntract,s i_= theii

ins; si*i:c: :hat a J-a:qe irertion Df ',-lì* proclilcti:n ¿nraile,J

is tc t ak,: pl.* ce i:r Ca:i.a ila 
"

I t '*oul-c br p:âma¿u;Ê to con*

clude on t.he bas-i s of thi-s ihat the ti:çnd i-s def inirel_v

rsyr-:sírqu -Dì1.- m-iiit.ar-y slr+rrcit.J '¡i1l incl=:asa sigriiican'-1 y

j-n tn¿ ccn!-::g dç::cad¿¡ afrrl rhil"s essunÊ a mûi+ impo:tant rcle

in Caîâd¡.t^= :concinic h:a1:h,

Tbj-s +.h+sis has f¡e¿r¡ an ettÐmpr i,] +xamrne :,-rcia1 oÌ:,+:

nom.:..nÊ; :-f ii ïias focuss*d ucre ,tn ,-c.*nomj-c mati+ts '"hen is
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usual j-n conienpofary sociol-oqical:esealch" it j-s in.Lhç
lreli-ef "¡-ha: this sas th¿ b'+s-- uay of anaryz:tt.g ch¡ problein,

tsayc::d rir¿ dollais aüd ceiit.s of D+fe¡ìcÊ and ¡iealth and r..lÊI-

far e budq*:s li'e a muliiturl+ '¡f social conce ftìs, bui r,Ej-r.hcu:

f u11 ccgÌlizance ,lf f un.,lameni:al- :elat-i ons of mcd*r:: capit-al-
ism compler:+ anal_y:;is is imar:ssible,

{rnti1 rr:c +n,-\y u def en c+ wes e negS-;icr*d ar.:Ð. in canadian

sccial sci,::tcÊu and Êven nc'¡I _.ìn:er,*s: is *,cpid compai:eC. lc
that:-n nos1- othei courtr:-ës. Às a result r$Ê r.end t,o:e1y
upûfì à conv:î-,.-zonal vi-sdcm ¡.7hi-ch nìay nc.t ba enti:+l y up lo
dale, îhis ari:1-ysis ha.: sugg.:s--*11 *,hat mir:tary so:nd.iag

mey se=v+ a f uncti cir '¿hich go{js b+yonrl i:jie ciefence of Ður

òJL:) If r,liis is zhe Çese then analy.si s c: ¡-he d,*f enc;

bu,3gel - cï, il+f l.nc+ o:licy itrt_=lf * must f-ake intc accounr

not only ih.e d+fensive p'lîpÕs: cf fjxprlnCit ure, but ih+

hroada¡ +co*.cini c fuection es rq+il" To øhaÈ +xtent policy

cle: i siors aie in f luenced by each consideratio:: u and r+h jc h

^-.:.-^assurnls pllnacy l-zt a g.LVen casÊ :-5 a matter

/"ñnrrâT.?l

o.'t ímin*.äiat*

r b+1 ì çve tha', ih: analysis has revçal-e-11 ',ha; caneij.a

rEl.ias on rlef +nc¡ sp:rdi::g ror aore :ha:: jusi ihe maint**

nancâ of all arrnnijcl f crce and a varie ty of !rêâpoÌì:l slst*[ìs r

T1:os: uhr adr¡ccat* cisarina.mèni nust ba a-!,rarÈ cf :h? fr:l_1

ran g;i of i;sue.s invclv+,J, alrl t.hai sul¡sranti a'l cut* backs

wor-1l'd i¡rvolvp uruch rnorê :han simpJ-y f ino ing emp3-cynenr- fo::

de"f+nCe inåUStrv uÕrkc,?-r ând afined,setyicç p,3ISOSA,:},
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Ilealih airå t¡'+l-far+ sÐe::dirg sta::d.s in â. parâ11+l- relaticn

Eo :h+ €cÐñrJnìy, r.¡rd surel-y this has irnplicaiiorrs fo: i{rlal*"h

and uJel ere Þc1i.cy" clea¡ly the dccisi-on ;-a opl fcr ÐnçÌ

program ôr xnothil:u io sp*nd mcney in cn€ rlray or a ncthe:,
has a broa,l an d i-nrnediat e .;ff ¿cT, cn r-he Êccnom y * ulti-mat.e I y

on aLl- canaciar¿s * ar,l ii sould be nai ve 4uÐ coi:clude tha:
suc¿ cou cêrns do aoi- ånf l- uencê polr c y nake rs"

Tt is d ra: e elec!i"cn ç¡hen the ¿ mourt, ot qov€rrrment- bucl-

g+tary sxperdirure do¿s nct coär-å uniler attack, {:j*vi t a'aLy u

curr:1Ilt sp.-'ndinq 1+vels aî: por:ray;å es ruinous Ë"o th+

êccnc{ìy ar I as faicing nìor;,:f ouL cf the pockets of canadia:ls"

?lhile i:Ìre qìr*ståcn is obv'i ousl)' ,-1 conple x rnê, îar loc much

so f or a.d+quate consid+raticn hereu Lhis anal ysi so in a.gr*È-

m=ni ¡øith aims Jco:;omy tì:.:ory suggests **i1a*" in a very real
sËnsÊ c'::iain typÐs ûf gove;nin+nt spíjr¡11ing arê impcrtant

factois in )ur pr;st* r*al eccnom:-c grci,¡ih and rrlat"ively higll

emp?.cyrn+ni, f't. i-s Èhus <lifficult to ccnsid:= s:gnificant.

cui backe wi:h Êguar.in:---v" In f ac+- thi:,r+ arê str.:nq indíca-

i!ons thaè-- :h'e rÊsuI*' wculð be disas:rcus. rhi¡ re i scs e;t

i-lieresri ng qìr:s'-i:l rJgä.r{i-ng f+dera1 paîty palicy, sF:-

ci f i.ca11y u is å po3-icy Õf ma jor cuth':cks s*r i ously consåfl:

€red by ãny parîy, Dr is +ach qcve:nmen{ facerr wlth th.a

.ly',:rrieahi'l -;-r; nf inrn,li n,, ìincrÊa s.: an ord¿:: lc avci-3 ølcie::p-

rEad eccnomic di siup¿ion?

rn -uhÊ years frll-o',¡ing tiorrd $ar rr canadiiì.rlsd iike t.he

cLt:,zens of viltually all fi'rstÊrn ccuniri.*s b*c¿me eçcus*
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tcneñ -;c e pat*..ern of s-ua blê çxpeî1si on, ïn Ki dfon ? s i¿orcls "

îo flun¡ra:"1I -,d grouil.i, s|abjl!+,!, and higtr ernirloynsnt-r{o

This pa:-L€in hasu if not compl-etely changed, at l_eas; b+:n

dì srunt.,;å in the ninereen sçvÈn-+-ies. SrnÊ anel vsts bel_iev+

Èhat çhat :{* are expÐr;eeci lg arit th¿ :lnite lirii_+_s of ai:

Ëxpansi o: iha-., has be+n mai¡l"y ccnf ineo to waste p¡cðuct i on;

tÌ:at is t ire pro,lrictì.cl cf j- t+m s i.i:.ar sår ve n') r+al hunan

n*:essi-:yu and ar* oniy vaiuable j-n a broad economic sÊnsâ,

A gr+ai ,ìeel- of arms prcd¡rction fall*= i-nto tl":is catege.r_*y,

but :.t :s by no nëans alor=; e multi:ud,; oi proCuc;s an'l

servicss ârl bouqhi- an;1 solo '*hish, táhi1+,+ r.ireir rnaufacî,ur?

nf r +n4¡:^ìn.r n-^r¡'i,ler +mn-l.rr¡.n;:nfr..-ri(¿.- g ¿l¡!J u:V v _U.Çë =\[y Ltr.i.trr tL - g rJ3ìere:=s profitu ..t.c, 
s

ssrvs nt rarional purpcse"

Tf the seve,nties in,lj-caierl a sçriously dísrinishinq retu:n
cn mil-i--ary sp':nding, th' *ighti:s miy se= ar. a+_Ì;npt, iç

th* a bsçeee of any nÈv¡ so lu+'ions" to bucì< ihe trend by çvan

gr ¿A: âr :x o':n11 i*- uî+, Alrlady +-h:i¡ is *vidence thai both

th: ilni-;Ëd Slat+s anc câüadå {1re prepar*c1 rû substen|ially
i ncrease thi-=ir ds-f :nc: expendiiur¡, r.I1+-iina.+-+1y ih:s e ,l+ci*

siCIns aff+ct ell of usu nct si[rp]-y in te-rrns of tax d.olrars"

buf in È-\te lray cu.i socLç+.-y .dzvi:iops i¡ ;he conilg yîersâ
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SUGCES?IOi{S FOR FUF?HER &ES E/rRCH

This j:he,s'i s lfâs i.lt j-iia11-y conceir¡s¿ as en anatys:s of th:
Canadian defence estâÐlishrnenf-, bur early cn in:h* initial
researcir ii becani: eppar+n: rha: j_n or,ler to conduct s*ch an

Êxani na*.io¡: certain f undamg. nta'l guÊsticn s wou'! d have to bz

alsår?red" Th+ prÊs:rî- a,J:k r¡pÐesa$tE this necessliy firs-"
st+p, Âs such j-t. prsvitLe*q a base upon v¡hich f urthsr a na -r v*

sj s in :h+ erea rnay prccei:C" By i,hì s r <ja not mÊan r,û ímply
¡-hat thi.s r3xåmi naticn is exhausti-¡¡Ê" fip veral- ref inenents
u-oul-d be; '3.osi-:aï:1¡:¿ al-rhcugh for t.hr mosz part th¿ir.:xëcu-
Èion wor-ild be qu j re ccnpl:x,

of g:eat*r u'-ility wouLd t¡e *,h* consitruct-ion cf a mi1:_-

ta::y price ir:,3eNu alt-hough as i:gairl.s m:1i+,ary trages zt. i s

difficult tr +nvi sion a sat:sfac--ory +utcome " Tlie nrobl-em

hì ng'¡s upcn thê outpui of milit:rry p+:**qoïinÊlr r+ïiich mav d*fy
guaníif ieaii sn u bur l¡i:hou: such. neasurË:ilìÕû+- it is diff icul_:,

to i-nagina â real-isric mÊâsure beirig ploduced" 0n ths other
liandu Lt sliculd br possi.hl+ 'i--ç¡ p:oduc+ scm€ apprÐKiißa;"å

inåex cf equipment purchasas, although it is doubtful_

whe-'her',-his cculd be accomplisnad by anyonê o¿i:*r thas i,hÈ

Ðåpar-tni:tl cf }lationai ëft:ncè"

- 111
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The isol-a',--j oii of Ðefçr:c+ +xpsr-:.dirur'¿ sp!n-off s-ou1d h.f,

ed.van{:ag=cus ! o f ur+-h+r resea:ch y âs i't woulc af fc:d a usÊ*

f ul- aË¡rsur+inent cf :h* urtì ma+-e conf-r-ì but'i on of mi-liiery
speid i-nqu and coulf, sêrvË as a f,urthe i: cont.:oi in neasr:¡inq

GS9, Again, '-'o+ r,¡,:rk wcul d be ex.Lenslve, rrguiring i.h:

ioiall-ing of all mi-ti--ary r*lat.*.d productÍorr in th* Ðcor¿omyÈ

¡\ nuch simnler addirion t'¡ r,he presen' ar:alysis vlcu-jd i:i¡

-*-h = incl u-si-:n oi +xpèí:ìii ure f igures cn what rnigh- prrvê rc
lr=] a I hlrd siqiìlii-canr- typ.= tf. sp:r:ding :n j+eti on; ex.Ðend:.-

rurr: oi: ? jiefglr r¡roduci r,g and r,;,1-an*ed ins;e11at:i oÐs such as

l'y11ro projects" Figu:Ês t+ou1.1u of cculse, have ø.-() incl_Ude

bo:ir ]¡,tÌdtÌ¡ål and Prcvìncial spÊnd:nc¡,

i beii ev+ the r*'sults cf this :hilqls havc si.qnif ican:;

inplica"':¡n;5 for a vaiietv of go\':::im:nr pol-icy ar.alysis !r
ths Ð+f eñcër Flealth an,l !ì elf are, and possiÌ:ly otirer ri ¡ld"s"

The r'*laÌì-cnship be: r,¡+:n ih+se i-ç¡c *-yp*s cf *cpendirq anij. th:
ûccnomy cânnor b: ig;rcr+d ì n ma jor sp+nCing d;cj_sicns,
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