University of Missouri, St. Louis

IRL @ UMSL

UMSL Global

1-1-1989

The Political Economy of Making and Marketing Arms A Test for
the Systemic Imperatives of Order and Welfare

Edward A. Kolodziej

Frederic S. Pearson

Follow this and additional works at: https://irl.umsl.edu/cis

6‘ Part of the International and Area Studies Commons

Recommended Citation

Kolodziej, Edward A. and Pearson, Frederic S., "The Political Economy of Making and Marketing Arms A
Test for the Systemic Imperatives of Order and Welfare" (1989). UMSL Global. 140.

Available at: https://irl.umsl.edu/cis/140

This Article is brought to you for free and open access by IRL @ UMSL. It has been accepted for inclusion in UMSL
Global by an authorized administrator of IRL @ UMSL. For more information, please contact marvinh@umsl.edu.


https://irl.umsl.edu/
https://irl.umsl.edu/cis
https://irl.umsl.edu/cis?utm_source=irl.umsl.edu%2Fcis%2F140&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/360?utm_source=irl.umsl.edu%2Fcis%2F140&utm_medium=PDF&utm_campaign=PDFCoverPages
https://irl.umsl.edu/cis/140?utm_source=irl.umsl.edu%2Fcis%2F140&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:marvinh@umsl.edu

Occasional Paper No. 8904
April, 1989

Qccasional Papers

The Center for International Studies
of the University of Missouri=-St. Louis
issues QOccasional Papers at irregular
intervals from ongoing research projects,
thereby providing a viable means for
communicating tentative results. Such
"“informal' publications reduce somewhat
the delay between research and publica-
tion, offering an opportunity for the
investigator to obtain reactions while
still engaged in the research. Comments
on these papers, therefore, are partic-
ularly welcome., Occasional Papers should
not be reproduced or quoted at length
without the consent of the author or of

-the Center for International Studies.

The Political Economy of Making
and Marketing Arms: A Test for
the Systemic Imperatives
of Order and Welfare

Edward A. Kolodziej
and ‘
Frederic S. Pearson



THE POLITICAL ECONOMY OF MAKING AND MARKETING ARMS:
A TEST FOR THE SYSTEMIC IMPERATIVES OF ORDER AND WELFARE

. Edward A. Kolodziej
University of Illinois, Urbana-Champaign

Frederic S. Pearson
University of Mis‘souri, St. Louis



THE POLITICAL ECONOMY OF MAKING AND MARKETING ARMS:
A TEST FOR THE SYSTEMIC IMPERATIVES OF ORDER AND
WELFARE

Edward A. Kolodziej
University of Illinois, Urbana-Champaign

Frederic S. Pearson
University of Missouri, St. Louis

ABSTRACT

Making and marketing arms and weapoﬁs technologies provide a teSt
of neo-realist and market theories of the international system. Neither
adequately explains why states produce and sell arms and lethal technqlogies;
Both require fundamental revision and integration to account for the |

behavior of states in this policy domain.

This paper argues that two systemic imperatives — order and welfare
— determine states' behavior in making and marketing arms. Part one
establishes the conceptual framework for this proposition and explores the
| implications of these imperatives for arms production and transfers, along
‘with the diffusion of military technology. Part two outlines hational
strategies and organizational arfa_ngements of developed and developing
states in responding to these imperatives, and provides through this four

d'horizon a provisional evidentiary basis for the argument of part one.
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INTRODUCTION

Sketched below is a conceptual framework for the poliﬁcal economy of making and
marketing arms. There now exists a sufficiently large and reliable body of research to R
synthesize what we know about the structure and operation of the global political economy of
~arms.] Sucha framework is a precondition for explaining pblicymakcrs' behavior and,

obversely, for rationalizing the choices confronting them in their efforts to define efficient -
and effective strate gies for developing and acquiring arms. These strategies can be either
consistent or at odds with a state’s over-all political and economic aims. The latter,
‘however, may themselves be competing and incompatible, leading to the pursuit of individual
suat¢gies which, while consistent, respectively, with the specific aims driving them, may
conflict with each other. The postwar American commitment to liberal economic trade and
investment principles and acceptance of the countervailing principle of member preference
within the European Economic Community, a concession made largely on geo-political
grounds to promote a united Europe to contain the Soviet Union, illustrate compromises that

- must often be made between strategic and economic objectives and the mixed and

contradictory strategies that arise from mutually desirable but essentially irreconcilable aims. -

More precise conceptual maps also are neecied to identify missing details about why
and how arms and related know-how are produced§ and transferred. Proposition tesﬁng and
data collection efforts, now underway,2 can be advfanccd if what we wish to explain, predict,
and cdnu‘ol -- why states make and market arms and lethal tecfmologies -- is-more clearly
defméd and delineated. Better maps are especially,peedcd tbday because. of the isolation of
research and policy analysis of arms production, sales, and coercive technologies from
current thinking about the gldbal pdlitical economy. This separation is as surprising as it is

unwarranted,3 conforming neither with the expected rational (or at least "satisficing"y*



behavior of policymakers, nor with the divscerniblc and interdependent patterns of nation-state

and market decision-making.

This paper argues that two systemic imperatives -- order and welfare -- determine
states' behavior in making and marketing arms. Part one establishes the conceptual
framework for this proposition and explores the implications of these imperatives for arms
production and transfer, along with the diffusion of military technology. . Part two outlines
* national strategies and organizational arrangements of developed and developing states in
responding to these imperatives, and prdvides through this tour d'horizon a provisional
evidentiary basis for the argument of part one. It focuses primarily on factors that can be
gcneralized.across states. There is no assumption that these system-wide factors inﬂuéncc
state, governméntal, bureaucratic, and corporate behavior with equal weight, nor that they
explain outcomes independently of other levels of analysis and causation. However, these
alternative levels are addressed only indirectly, since the number and compleiity of causal
factors preclﬁde extensive discussion here.5 Conversely, these lower contingent levels of
explanation provide neither a ﬁ'amework to rationalize the discrete political economic
strategies of states nor a basis for generalizing across the behavior of individual states to
~ demonstrate that kthey are a species of a larger genus of behavior. Appeal must be made to
the system-wide factors of order and welfare that condition, albeif variably, the behavior of -
all states in the system.

We will proceed on the assumption that an international political economic system
exists that, when properly defined, éxplains, partially but critically, why states make and
market arms.5 Evidence for this assumption, adduced below, derives simply enough from
the way states and socieﬁeé go about fashioning arms and threatening to harm, maim, and kill -
each other or to destroy or damage each other’s values to get their way. Since the actors |
themselves assert these activities to be wdrthWhile, usually on the basis of "s;:lf-defcnse, "
these coercive activities are considered, for purposes of analysis, as instrumentally mtional as
any other object, say, building skyscrapers, caring for the old, or solving global pollution
problems. Making and marketing arms are an integral part of a nation's poliﬁcal-e’conémic

activities and purposes and not alien or exogenous to them.



Table 1

INTERNATIONAL ARMS MARKET: ACTORS AND OBJECTIVES

Actors

National Actors
 Nation-states and
national governmental authorities

Subnational Actors
Military organizations

Industrial and corporate units

Technoscientific centers
(research groups, universities,
institutes)

Governmental bureaucracies -
Transnational Actors
Multinationals

Revolutionary movements,
nation-states -

International Actors
Alliance organizations: NATO, WTO

Economic or political communities

EO)

World and regional
-organizations (UN,
ASEAN, OAU)

Objectives

Security, political influence
economic growth, solvency, full
employment

Military security

Maximum economic gain -- profits in
market economies or budgetary
allocations in controlled economies

Service functions for military and
private sector in pursuit of new
knowledge, techniques and products

Surveillance and control of other
subnationals

Maximum economic gain

Political change and new regimes

Offense, defense, deterrence;
collective political influence;
internal management and policing
of dependent states

Trade and technological
competitiveness; political
influence

Regional order and coopération;
development; arms control

Source: Adapted from Christian Catrina, Arms Transfers and Dependencies (New
York:Taylor and Francis, for UNIDIR, 1988), p. 69.




L._Oider and Welfare; Systemic Imperatives Dn'vihg the Maldng and Marketing of Arms

1. Defining an Arms Political Econ_omy

The international system within which the global political economy nests is defined
essentially by the military and techno-economic capabilities distributed among ‘
decisionmaking units controlling the allocation of assets.” These units principally, but not
exclusively, include nation-states and governmental bureaucracies, as well as national and
multinational military, industrial, and financial institutions. Table 1 summarizes the main
actors and their presumptive objectives. Generally, national political leaders tend to assign in
their public pronouncements secondary impdrtance to techno-economic capabilities relative to
military force and security, while these priorities appear reversed for subnational or |
transnational actors. Thus, policymakers reaffirm the conventional, if misguided, distinction
between "low” and "high" politics, a perennial of t;‘adiﬁonﬁﬁst realist thinking unmindful
either of the pressures on governments to produce ever higher levels of material welfare and
of the causal link between techno-economic development and military power. In practice,
however, governments and their i'uling elites are compelled increasingly to blur the line
between strategic and political objectives and techno-scientific and economic development.
This process of integrating national security and welfare aims is nowhere more explicit than
in the area of making and mérketing arms where governmentally induced and directed techno-

scientific and economic development conspire with market forces and incentives to enhance a

- nation's material wealth, status, and power.

In arguing the rebuttable proposition that the global economy is less interdependent
today than before the world wars, Kenneth Waltz suggests- that market forces today de not
play a determining role in redlstnbutm g economic and tcchnologlcal capabilities and,
concomltantly, power among states:8 This paper, based on state behavior associated with
arms production and sales, draws the opposite conclusion. Nation-states and governments
only partially control markets, yet markets both constrain st_atesv or provide them opportunities
to advance or preserve their relative power pdsitions. The redistribution of resources among

states through the market has been and will continue to be decisive in defining the current

- state system's hierarchy and each state's power to work its will. Some states, such as the



United States and the Soviet Union, may have sufficient resources to pursue highly valued
autarkical policies, but, as Soviet leaders recently have diseovered, perhaps only at the
expense of economic growth »and development that in the long-run rundermjne national
power. Autarky may be achieved -- Albania and Burma are suggestive examples -- but at a
cost of economic retrogression and, not unexpectedly, declining national power and

international legitimacy.

Growing recognition of eroding US and Soviet techno-economic and military.
hegemonies,? occas1oned partly by the inexorable extension of an increasingly mterdependent
global economy, prompts a more inclusive definition of the international system than
traditional realist or neo-realist assumptions admit.!0 In focusing on the power implications
for states of market operatiens, the Marxist-Leninist argument that markets concentrate
political and economic power is still relevant. Less helpful is the linear and strict Marxist
identification of market forces with political and economic exploitation by a particular class.!!
The market fosters and facilitates the redistribution of power, but it also yields wealth and
welfare as desirable and demanded outcomes of compelling appeai for governments and
peoples beset by economic underdevelopment or pushed by Sait's law of unquenchable

" appetite for more now. The connections between wealth and power are more‘complex,'
diffuse, and obscure than either Marxist or contemporary "free market" scholarship and
theorizing have yet revealed.’? What is clear is that power and wealth are real forces. They
are associated, respectively, with order and welfare as the systemic determinants of natural
secunty and a nation's soc10—eoonom1c policies. The pressure of these determmants and the
quest for power and wealth that they engender prompt the need to enlarge and deepen realist
assumptions about the international system and about the partlcular incentives driving

national behavior.

To be useful, theories about the international system must empirically relate the
distribution of military and rechno-ecorromic capabilities to the discretionary authority in the’
hands of formal governmental and non- governmental decisionmakers to influence or control
preferred outcomes in conflict with other states whether over geo-political or economic

. stakes. Both forms of power explain which nations get their way and, by that token, the
political structure and decisive decisional processes of an international order or polity. |



Relative to most domestic regimes, international order is imperfect but it no less defines the
basis for a polity or political system as a function of the distribution of material capabilities.13 _

There is also reason to reject a sharp and artificial distinction between military and
non-military goods and services and to assume, subject to confirming empirical investigation,
that what may appear to be competing security and welfare policies at a foreign policy level

‘may be coherent and at least "satisficing" behavior ai a systemic leifel of analysis. In this
sense, arms are tools or implements of security and destruction. These qualities condition the
terms of trade between states and distinguish-arms markets from other markets because of
concerns about secrecy, transfers of hostile technologies, and potentially adverse political
impacts of uninhibited commercial exchanges of these lethal products and serﬁccs.14 Trade
in arms is still trade and subject to the laws of economics and markéts, however specialized
exchanges in lethality might be. Similar special concemns prevail in other, non-military,

‘economic sectors, such as computers or bio-technology whose markets are no less shaped by
the products and services traded within them. Arms are then simply goods and services, like
other commercial products, whose value is determined relatively and according to supply and
demand. If arms are produced and another product foregone, their value may be inonctizbd
as an opportunity cost. 'Treating arms as an instrument of power and as an object of wealth
(viewed as a product of trade or as a "conserver” of the value of labor, capital, and know-
how) permits demand’and supply of these products and services to be evaluated within a -

common international economic and security framework.

In enlarging but limiting ouranalysis to include objects propér to a political economy
of arms, we inevitably deemphasize, but should not altogether ignore such factors as values
and ideology (religious or sccul:ir), social structure, customs, or cultural preferences and
mores. While one may have been able to predict the basic stalemate of the Iran-Iraq war
through analysis of populatio'n, industrial output; and military preparedness, one certainly
~ could not completely explain the war's outcome or ihe ,full implications of the Iranian -
revolution and pan-Islamic fundamentalism strictly by analyzing technology or military
prowess. Similarly, it has been argued that'a'persistent postwar West German tendency to
restrict arms eiports to states at waf owes much to culture -- to Kantian conceptions of an
ideal-world order and Grotian legalism -- as well as to contemporary political concern for the

legitimacy of NATO reliance on nuclear weapons.l9 In view of such multiple causation, a



balance must be struck between rigor and relevance that surmounts the artificial boundaries
between current political and ecoriomic analysis, yet is not so delicate and sensitive that it
reacts to almost any causal perturbation that could be introduced into the analysis. By
including military and techno-economic capabilities as an integrated theoretical concern, we
will at least lower some of the barriers created by a narrow disciplinary focus on the nation-
state.16 We can also note the role of law, ideology, and values where relevant. In working
to overcome the isolation of politics and economics, the theorist can better approximate the
assumptions on which governments themselves operate in equilibrating the requirements of
rule and order with wealth and welfare. We also will be forced to integrate theories of the

state and those of the market.

Making and marketing arms thus falls within the scope of activities understood as
political economy, i.e., that domain Qf human activity that is the intcrscction of the pursuit of
political power and purpose with the production of goods and services. These activities are
responses, as in all other forms of political—ecohomic behévior, to two pervasive systemic
imperatives animating state and governmental behavior: order and welfare. Order is a
primary problem intrinsic to poliﬁcs. It arises from the divergent claims and demands made
by individuals, groups, and nations on each other to gain adherence to their preferences.
Order, as a political problem, may be considered under two modes: in fundamentally
valuational ahd normative terms, as the ancient Greeks, viz., as ordering processes by which
rulers (whether one, the few, or the many) define what is worthwhile from what is not. Or,
order may be valuationally neutralized as a political_coﬁcept as Machiavelli and value-free
modern political theorists and practitioners assume and viewed as the pursuit of power in
which preferences are imposed on others.17 Order, then, is associated either with
widespread and general acceptance of ccrtéin shared values or with instruments of influence,
rules of behavior, and deference to 'lcgitimate or effective authority within a political system,
As such, and in the extreme, order may be consensual or coercive. In greater of lesser

measure, most political orders are an admixture of both elements.

- Modermn, empirical political science has adopted Machiavelli's perspective. Power is -
therefore a central concept. Following Robert Dahl, power is "the capacity of A to get B to
do something he would not otherwise do in the absence of power."18 In expanded form,

incorporating traditional and modern notions of power, politics is a continuing dialectic of



purpose and power about who gets his way about what and how. It includes not only the
basic Hobbesian concern with individual, group, and national security-but also with the
quality of public and private life -- d;:ﬁncd critically by regime considerations and the scope
of personal and social freedom, equality, and welfare.

Welfare is a relatively new systemic imperative coincident with the emergence of
commercial capitalism and, later, with industrialization. It is also linked to a widely shared
assumption that the Malthusian doctrine of chronic poverty and penury can be overcome.
Welfare now approaches order as politically primal and, at the very least is a necessary if not

sufficient determinant of the legitimacy of any modern political order. Welfare also extends to
an overriding concern with the amount and equitable distribution of material wealth enjoyed
by individuals and groups, whether as collective or personal goods and services. Obviously,
welfare no less than order is an ambiguous term whose content is essentially derived from
actor values and behavior and evolving historical circumstanccé. If one has no material
aspirations, then one is rich. This limiting ascetic case, howcirer, is not the‘prévailing |
preference of populations and of governments today. Nor is the notion of welfare absoiute‘
since some may be satisfied with less material wealth than others and, indeed, those with
more may believe themselves less well off, depending on prevailing ideological beliefs,

mores, and expectations.

Welfare, however defined, may be associated with drder and security, but should not
be equated with it. Meeting material welfare demands does ndt automatically produce order.
On the other hand, those who feel aggrieved on welfare grounds may revolt against an
existing order and replace it. Such certainly were some of the most important motivations
underlying the great revolutions of our era, common threads linking the American, French,
Russian, and Chinese upheavals. No state today can ignore welfare impérativcs - chn an
explicitly anti-modernist counter-reévolutionary movement like that of Iran; no government,
however constituted, can survive without addressing them, whether by creating the
conditions for acquiring niore wcélth, suppressing these demands through coercion, or

convincing their populations to be satisfied with their material lots.



2. States and Markets: Implements of Qrder and Welfare

The human instruments created over the past several centuries to solve, albeit
provisionally, the problems of global order and welfare have been, respectively, the nation-
state and the market. In ideal or pure form, the incentives and expectations generated by each
social mechanism are fundamentally contradictory. Naﬁor_l-statés claim to be independcnt
and autonomous, whereas the market theoretically is interdependent and universally
accessible to buyérs and sellers. The nation-state allocates resources by command, whether
rendered by authoritarian fiat or democratic consensus, while the regime of the market is ‘
supposed to operate by free choice, guided by the principles of comparative advantage,
governmental ndnintervent';on in market competition, and division of labor to promote the
efficient production and distribution of wealth. The nation-state is fundamentally parochial,
atavistic (including national, ethnic, and racial attributes), discriminatory in its secular (e.g.
democratic, authoritarian), religious, or communal orientation (e.g., Islamic, Christian,
Jewish, Hindu), and inclined to protect its entrepreneurs, wdrk force,-and citizens against
foreign economic competitors. The ma'rket,'as a consequence of advances in transportation
and communications, has nowadays a global reach and is purportcdiy non-discriminatory. In
theoi'y, access and right are attributes of the quality and quantity of the goods and services
being offered for exchange, and not the seller's or buyer's birthright, social status,
nationality or beliefs. '

T@l‘gitoxial boundaries bind the nation-state; unhindered markets ignore.territorial
limits. Indeed, as the “oil crisis" of 1973 showed, nation-state imperatives diverge
significantly from those of market players -- as when the French and Italian governments
were unable to coerce greater petroleum supplies from their natidnalizcd oil companies than
embargoed states such as the US or the Netherlands céuld coax from multinational suppliers
rearranging shipments on the high seas.l An international society, with the nation-state as
its principal coercive mechanism to command order, is, by éircumstance, a self—hélp system.
Alone or in concert, the umts a.reyréspon'siblie to check the hegemonic pretension of other
units or coalitions. Thrcaté t0 a unit's existcnce,-pdwcr, and status are p¢ﬁasivc whether as
an attribute of the system, as Rousseau argued,2® or as aciréumstancc of a particular conflict
with another state, say, the Arab-Israeli or India-Pakistan conflicts. Military capabi_litic:‘sand
diplomacy are the traditional forms of power relied upon to respond to these threats.2! -



Following Boulding,*? international relations, conceived narrowly as limited to
nation-states, can be viewed as a threat system; conversely, the market is, as an ideal model
if not always in practice, an exchange sy_stém in which goods and services are ostensibly
traded for mutual benefit free from coercion or threats. Meeting threats against presumably
resourceful and calculating nation-state opponents creates incentives-to withhold and control
information vital to national security and to restrict scientific and technological éxchange.
Efficient and fair markets imply overv time, a continuous flow of information, scientific
findings, and technological know-how among economic units. A pure threat system is a
zero-sum game. A market can prov1de for multiple and positive pay-off to all playcrs; all
may gain in their cxchanges, although differentially as a function of exc;rtiori, talent, natural .
endowments or chance. The nation-state conceives power as command and compellence to
control outcomes; the market defines power in terms of reciprocally satisfying exchanges

between consenting parties.

In the real world it is almost impossible to find eiiher states or markets working in
pure form or independently of each other. Total wars between irreconéilablc adversaries,
dedicated to the singular objective of annihilating or subordinating the opponent, are limiting
cases. The Punic and N apOleoni(i wars or World Wars I and II.most closely approximate the
model (if not normatively desirable) conditions of nation-state behavior under severe and
mortal threat. So, tbo, global free markets, exempt from lmntmg or consensually tolerated
nation-state rules, cannot be found in distilled form. Expansidn of Western finance and
industrial capitalism, the antithesis of 17th and 18th century mercantilism, did not conform to
pure market practices, as Liberal critics abundantly understood. And contrary to the
expectations of these latter theorists, the economic expansion of 19th century corporate
capitaﬁsm relied heavily on the coercive power of the states w1th which individual firms,
such as Britain’s East India Company or Germany's Krupp, were closely associated. These
companies as well as their investments and cxpdrts enjoycd protéctionist privileges as a by-
product of European imperialisxh and the creation of a global Eurocentric political system. In
turn, industrial and financial corporate development through the market strengthened the
internal economic and military capébiliu'es of the nation-states. :

Threat sysﬁtems. and the globé‘;liiaﬁon of markets under the aegis of state_-proteéted

capitalism also prompted innovations in domestic political and bureaucratic organization.
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Specifically, the general staff arose and, with it, a new class of experts, using and managing
violence efficiently to employ the new abundance of economic and military capabilities and
human resources available to the state principally, though not exclusivély, through the ‘
creativity and exertions of home populations.23 The Sino-J. apaneseAand Russo-Japanese
‘wars and both world wars were to demonstrate the difficulty of containing expansionist
powers, like Japan and Germany, through such means as multinational congresses, pacts,

. leagues, or regional balances of power once economic growth and internal socio-political
transformation redistributed nation-state power capabilities throughout the global system.24
The impofté.nce of internal and global markets in transforming international power relations
generated incentives for states to rely on and to control market operations. Witness, for

example, Japan's "co-prosperity sphere" to rationalize its Asian imperial expansion.

If tﬁc market was itself a powerful instrument for producing material power, it also
became, quite indeperidently of its power projection attributes, the principal means for
" making and distributing wealth among nations, groups, and individuals. Left to theirown
inner logic, h0wevér, markets had several severe shortcomings in responding to rising
popular demand around the glolie for greatcr access, ownership, and consumption of goods
and services. As early market critics, both Socialist and non-Socialist, recognized, economic
wealth and political power tcﬂd to gravitate toward the few in monopolistic or oligopolistic
control of internal mﬁr_kets. State interest in a competitive edge also leads to a bias in favor of
nationally based industrial and ﬁrianéial institutions, to the disadvantage of the less endowed,
informed, powerful or privileged.2> Some form of countervailing power'-- largely conceived
as state intervention -- was commonly invoked to right market imbalances as well as to
correct perceived inequitiés,‘ uneven‘ distribution of wealth, and institutionalized inequality
among states and peoples. As long as these conditions persisted, they generated pressures,
as the Marxist-Leninists predicted, for revolutionary change and, by logical extension, for a
new global political order.26 } | |

Keynesian market critics also understood that free markets did not necessarily find a
stable equilibrium at full employment.27 External intervention was needed o achieve
accéptable levels of domcsﬁc wealth and welfare. The worldwide depression of the 1930s
and the globalizaﬁon of thé nation-state system m the postwar era logica]ly extended the

analysis from domestic welfare to the international political economy. It is now axiomatic



that a nation's domestic welfare increasingly depends on its competitive performance in
international markets, and governments are expected to nurture and support natural
competitiveness. The high cost of war today -- witness the Iran-Iraq struggle -- also inhibit
reliance on force or threats to skew market rules in a nation's favor, even for a state that may
objectively command greater coercive assets than a militarily weaker but economically
stronger adversary or competitor. This is certainly the case between stalemated nuclear rivals

since numbers count for less in nuclear warfare than between conventionally armed states

The problem facing governments is nowadays more daunting than ever before. To
ensure domestic order and welfare they are obliged incxeaSingly to intervene abroad,
unilaterally or in concert, to control the behavior of other states and markets on behalf of their
populations at the very time that state control over international markets, including the
transfer of arms and lethal 'techhologics, has diminished. Central banks' dilemma about
whether and when to intervene in support of key-currencies is one example given the
enormous financial resources at the disposal'of multi-national corporations and private
groups and individuals. Such dilemmas arise in part from widely perceived legitimate but
often conflicting claims of nation-states and marketé. Efficient resource allocation for
economic welfare requires markéts, but uncontrolled markets can yield outcomes short of
_ desirable output levels or politically prevailing standards of wealth, equity or safety (as in
environmental pollution). Specifically, unregulated national or international arms sales can
perturbir»n_ilitary and political balances among natioh-statgs, and diérupt harmony among

socio-economic groupings within them.
te and Maj

The mix of strategies pursued by a particular state to relai the dilemmas posed by
competing security and market needs will vary, dcpending on particular regional and national
,fcichmstances. If the analyst focuses narrowly on the first imperative, and generalizes across
cases to idcntify 'system-v'vide constraints 6n behavior, states are portrayed as primarily
driven by the security dilemma or thé war trap. “Under these conditions, they are assumed to
‘be either operating under a_ssumptiqns of pure anarchy or, at best, as members of a primitive
world society bf states governed by minimal rules of conduct and principles of legitimacy.28

Under notions of rigid security requirements, even economic exchange is viewed as a contest

11



between states ultimately for preeminencé’ and military superiority. States, then, are expected
to resort to force or threats to acquire the resources necessary for order and for levels of
material welfare that will ensure or enhance their status.2? Analysts who prefer to
concentrate on techno-economic exchanges, however, tend to assume mutual cooperation and
trust under market condition and, over time, universal access by states to needed resources

and technologies through mutually beneficial exchanges to goods and services.

Any attempt to reduce one set of state imperatives causally to the other stands, as the
discussion below Vsuggests, against logic and experience. Exclusionary perspectives that
restrictively define the 4systemic determinants of state behévior also run counter to widely
shared notions of political legitimacy based on the ability of national governments to
discharge their order and welfare functions. Neither facts, logic or norms have prevented
neo-realist theorists, concerned narrowly with the elementary conditions of order, from »
déﬁning the market and its implications for power creation and redistribution as.subsidiary to
national military power and diplomacy and outside the boundaries of theoretical concern.
Liberal and Marxist theorists have been correspondingly incapable of incorporatihg the
development of the territorial state, attached essentially to national and, hence, atavistic or
ideological or commimity exclusiveness, into their rival interpretations of market oriented
economic development (Liberals) or dependency and liberation (Marxists).30 Theorizing
about international relations and, specifically, about international political economy,
therefore, has been stifled. By the same token, focus on the nation-state blocks theorizing --
empirical or normative -- about much of global politics concerned with getting and spending.
To pose the question of order in global terms, i.e., as more funaamental than siniply that of
accommodating nation-states, is already to be dismissed as visionary and presumably

irrelevant, according to some analysts.31

‘Theory thu»sA has reached an impasse. Partisans of one vision or the other - realist,
Liberal, or Marxist-Leninist (updated by dependencia writers) -- either speak past each other
or explain only those parts of state and market behaViof that suit their erripiricaland normative
predispositions. The circularity and lack of progress in thinking about political economy is
captured in Robert Gilpin's self-abnégating but thoughtful observation that
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.. [L]iberalism, nationalism, and Marxism make different assumptions and reach
bconﬂicﬁng conclasions regarding the nature and consequences of a world market
economy or (as Marxist prefer) a world capitalist economy . . . These contrasting
ideologies or perspectives constitute intellectual commitments or acts of faith. -
Although particular ideas or theories associated w1th one position or other may be
shown to be false or questionable, these-perspectives can be neither proved nor
disproved through logical argument or the presentauon of contrary empirical

evidence.32

One way out of the impasse is to include both nation-state and global market
assumptions, however conflicting, in political economic thedry. Moreover, it is important to

distinguish between currently popular models of political economy and political economic

theory based on hypotheses about the systemic incentives of global political and economic
systems and on empirical observations that provide a provisional evidentiary foundation to
demonstrate their effect on the behavior of great and small powers. Models and theories
should not be confounded. Rather than identify a model with a theory, and conduct research
pritnan’ly to determine whether state and market behavior fits a particular model's expected

‘rules,3 it would be more fruitful, as this analysis suggests, to begin with those general and

pervasive aims thatappear to animate actors — particularly those associated with military and
techno-economic interests - and to attempt to explain, partially but critically, political actions

in terms of these organizing or systemic-wide aims which arise as a consequence of the

nation-state system's and market forces. Systemic rationality can be understood, therefore,

as a set of rules (i.e., policies) in disPoSing and deploying capabilities that the actor (ahd not
the analyst) ]udges will result in a satisfying equlhbnum in meeting competmg global or -

env1ronmental state and market 1. e, order and welfare, needs.

One place to begin building such-a body of testable propositions about nation-state
and market behavior is with the making and marketintg, bof arms._This sector exposes the
dilemmas of order and welfare more acutely than most other political-economic domains. It
is not, as has been depicted, a sector of eXclasive concern either to the military strategist-or to
the economic planner.34 It is precisely this sector that links the specialized concerns of both
within a common framework of analysis, i.e., the-political eeenomy of the state with the

simultaneous globalization of the nation-state system and economic markets. Arms
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production and sales combine both the incentives for behavior derived from command and -

coercion with those arising from consent and exchange for mutual benefit.

This domain also most c_lcaﬂy reveals the futility of confining analysis to paradigms,
for all their professed rigor, that do not capture the integrally mixed strategies pursued by
holders of material capabilities in ordering their relations. On the strength of patterns-formed

by these mixed strategies, we can begin to develop a more empirically relevant and verifiable

theory of political economic behavior rather than be led by what might be invidiously
characterized as the three blind mice approach of realist, liberal, and Marxist-Leninist
thinking. At a minimum we can train résearch energies on accurately describing and
explaining what is-occur:ing. Prevailing political-economic models are angular and brittle,
subject to easy breakage with the first shock of contact with fact and reality. If that is the
case, it seems foolish either to go on testing models that cannot deliver on their claims35 or to

assemble Aimp'ressiVe data to bolster models flawed on their face.36
IL_Evidentiary Basis for a Theory of Making and Marketing Arms
1. Patterned-Nation State Strategies to Acquire Arms and Promote Domestic Welfaije

One or a combination of three alternative strategies are open to any state in its efforts-
to achirc arms: autonomous national production; collaboration with other states or firms in -
developing and transferring amis and know-how; or assistance from other states or off-the-
shelf purchases through direct payments, credit, or barter. A state's basic security concerns
and level of economic aspirations w111 condition choices among these strategies, and among
specific mixes of arms. For example, a security strategy premised on forward defense and
maximum Opefaﬁbnal readiness stratégies will dictate a more comprehensive-arms pblicy than
one based on area or continentalrdefcnse and reliance on the mobilization of reserves and
conversion of the civilian economy for military purposes.3? In capitalist states, a choice also

- exists between state and private oWnership'df- the means of arms pi'oduction. We will
describe the combination of these strategies and production modes for today's main arms-
producing and marketing states before beginning to generalize about current thinking about

the causes and consequences of producing and exchanging arms and lethal technologies.
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Ih_em&j@@s -- The American government continues fo rely principallyon

" private corporations and research institutions to devel‘dp and to prbduce arms by contracting
for, rather than directly owning, the means of production.  The market-iplays a dual role in
such a private enterprise-government subsidized system, regulated and sustained by an-
elaborate conuactual process.. For firms, research centers, and universities, the market
supplies the pérsonnel and financial investments and techno-scientific inputs needed to -
sustain a complex industry and outlets for the sale of arms and technology. Unlike other
Western democracies, therAmerican market has been sufﬁéiently large until now to
underwrite the costs of research and development of majur weapons systems and to lower
unit production costs belou/ those of competitors, especially for high performance weapons
such as supersonic aircraft or for sophisticated electronic hardware such as the AWACS

command and control system.

The size of the American market and the large resources at the disposal of the central
government also have permitted Washington to pursue, despite periodic objections from
allies, an‘esksentially autonomous weapons production policy. Until recently, this
circumstance has -providcd the United States a cdmparative advantage in the inter-allied and
global arms markets. During the 1960s and 1970s the US enjoyed a favorable balance of
trade within the Atlantic alliance of approximately ten to one (nowadays the ratio is three to
one, another indication of declining US competitiveness), and was the leading Westéfn arms
seller in the developing world. Advanced military technology also madc the US an attractive '
‘partner in joint projects within NATO. European firms gained access to US technology, and
European treasuries were taxed less in buying high performance weapons than if they had
atternpted to develop these arms on their own.38 ‘

Therefore, the United States cnuld, at once, autonomously meet it_s arms needs -- a
prime (perceived) requirement of nation-state survival, power, and status -~ yet dominate
allied arms markets through technological innovation and lower unit costs, as well as through
levered political inﬂuence aﬁsing from allied depcndency on the American security guarantee.
~ Washington also pattemcd its global distribution of arms, perhaps more than other states, on
the basis of its security policies _v1_s a vis the USSR; major arms recipients tended to be allies

-and stratcglcally valued clients. Asa bonus American ﬁrms could profit commcrc1a11y from
the global sale of weapons and m111tary technology bu11t on US and allied market sales.
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Through such a process, the F-16 would become not just the standard for NATO, but an
international fighter incorporated into the inventories of such diverse states as Israel,
Pakistan, and Indonesia.3? The American arms industry and, by extension, American
security interests and technological and economic growth could then be supported not only

by national subsidies and purchases but also by world market sales.

The political economy of American arms was consistent with Washington's overall
post-war political-economic strategy, enunciated in alliances and close strategic ties with
partners in Europe, Asia, Latin America, and the Middle East. These regions accounted for
the bulk of US arms and military technology transfers. The creation of th¢ International
Monetary Fund (IMF) and the World Bank and support for General Agreement on Tariffs
and Trade (GATT) free trade principles also testified to American open market preferences,
including stable and convertible currencies pegged to the doll_ar. An expanding capitalist
market was the preferred socio-economic solution to Western and dcvelopihg world welfare
demands. It was conceived also as an answer to the ever lurking socio-economic 'grievancesA
that were widely believed to spawn political upheaval and authoritarian solutions during the -
worldwide depression and protectionism of the 1930s. Thus, by the 1960s, American
leaders assumed they could achieve both autarky in. producing arms and effective lethal
technologies and market hegemony in selling them abroad. Order and welfare both ‘éould be
served through an expanding global market and economic 'interdependence."o Such
‘assumptions increasingly were sui)ject to doubt, however, as the general US trade position
eroded, as defense costs and budget deficits soared, as procurement scandals broke, and as
global arms markets became saturated by a growing list of suppliers.

The Soviet Union -- Like the United States, the Soviet Union has pursued an
autonomous arms ﬁrodﬁction policy, and has distributed arms primarily to reward and protect
foreign clients.4! In contrast, however, it relied on a command, not a market, economy to
develop and procure arms, albeit with the provision of scmi—competiti?c state supported
research and design institutes for major weapons (e.g., MiG vs. Antonov vs. Yakovlev ys.
“Tupolev ys. Hyushin aircraft). Committed to Socialist principles of state ownership of the
means of production, Moscow réjectedthc Marshall Plan and vetoed East European
participation in the European recovery plan. It correctly reasoned that integration would have
drawn the Soviet Union and its allies into a capitalist market structure under US hegemonic



leadership. Collaboration with the \)Vest in arms making and marketing was precluded. -
Non-military areas of economic exchange also were highly restricted and largely confined to
commerce with other Socialist states, partially out of ideological preference and meager
export prdduction of competitive goods, as well as by Cold War trade policies. Trade with
developing states relied significantly on military and heavy equipment exports and barter over
monetarsr and financial terms of exchange, since flexible éapitalist market arrangements were
shunned as exploitative or unavailable (a nonconvertible ruble was a serious impediment). A
bﬂﬁoﬁ-doﬂar Soviet purchase of Moroccan phosphates in exchange for Soviet heavy road
building equipment and technical assistance illustrates a general pattern.42 While barter
arrangements may be viewed as a form of market exchange, they cannot sustain the size,
multiplicity, or complexity of product service, investment, and financial exchanges implied
by a fully developed market economy. '

Whereas the United States has relied on-its continental and global markets to generate
the techno-scientific advances and the chnomic resources to sustain its weapons industry, |
the Soviet Union, following essentially a nationally based and ideologically driven policy of
economic autarky, relied on its wea-ponsA industry and large unit demand supplemented by
purchases of Warsaw Pact states, to drive its technological development, to foster its
influence in the Third World, and to gain a competitive advantage in world markets in
military arms sales. With a claim on national investment exceeding any Western state,
inclpding the United States (at least asa proportion of GNP), the Soviet military-industrial
‘complex demonstrated an ability for innovation in avionics, space, and special materials. Yet
even in arms developmcnt, where the Soviet Union implicitly enjoyed a competitive edge, it
is almost axiomatic," as many observers recognize, "that each new generation of Western
weapons, computers‘and aircraft within three to five years will be followed by Soviet

_replicas."#3 The perceived dictates of national éecurity, order, and independence also
subordinated domestic welfare considerations that could presumably have been better served
by entenng world markets and by adhermg to the liberal trade prmc1p1es but, clearly, at the

expense of ideological and nat10na1 power aspirations.

~ In foregoing the competitive cold bath of the global economy for the sake of the Cold
War, the Soviét Union and its bloc partners accepted, if they did not welcome, or anticipate,

lower rates of economic growth and technological development. Also not expcéted was a
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gradual decline in Soviet techno-military competitiveness, an area where tﬁe USSR had
scored remarkable successes, daﬁng from the rapid development of atomic and nuclear
weapons and intercontinental ballistic missiles, symbolized by the Spufnik launch of October
1957. Like its Western adversaries, the Soviet Uhioﬁ produced advanced automotive,
aircraft, optics, cpniputer, and space satellites systems, but despite reportedly lower unit
costs these products could not compete commercially in world markets. They were
transferable to East Europeé.n and, on generous credit terms, to Third World clients
eésentially as part of the Soviet Union's security policies and protected economic position
within its spheres of political and strategic influence. Soviet military technology also began
to suffer from lags in high technology electronics, particular_ly computers, and from delayed
development of synthetic resins and metallurgy, resulting in less maneuverable equipment
and reliable engines. However, what Soviet mlhtary equipment has .suffered in technolo gical
sophisticétion continues to be somewhat offset. by relative simplicity and durability of
proven, inciementally improi'ed, a.nd now battle tested (Afghanistan) designs.44

Ironically, then, the Soviet Union's state directed and sécurity oriented industriél
sector and its resultant lagging ébility to meet popular welfare needs and to keep pace
~ technologically with Western and Asian capitalist states eroded its mlhtary silpcrpower status.
An essentially reactive military technology has not generated sufficient levels of innovation
on its own, nor has it enjoyed the synergism associated with open and free tcéhno—scientiﬁc
and informational exchange.4> As Paul Dibb has shown in his evaluation of Soviet power,
"The Soviet Union . . . . will have to be economically and technologically competitive if it is-
to retain its superpower status in the 21st Century. Gorbachev himself has said that the
future of socialism is at stake. iderbachev fails, the Soviet Union risks falling out of the
ranks of the world's great powers."#6 The Soviet model, no longer attractive to the Soviet

Union itself, has also lost interest to déveloping states. -

The technological progress 6f European and Asian states, along with the continuing
American challenge, now appear to have altered fundamentally both Soviet security and
economic poﬁpy. Moscow's coolirig relations with North Korea and efforts to establish
economic partnerships with more econbmically productive Asian states than its Vietnamese
client are examples of a new trend in Soviet political-economic policy. In addition, the

spectacle of French cosmonauts joining their Soviet colleagues, of East German associate
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member status in the West European EUREKA high technology research project, and of
Soviet MiGs on display at Western air shows indicate prospects even for certain types of '
economic collaboration in military equipment in the coming years, especially as Europe

establishes new organizational structures.47

Glasnost and Perestroika are, then, broad reform strategies to overcome past

impediments to economic growth and, arguably, competitiveness in the continuing qualitative

arms race with the United States and the West. Both address the failings of a command
economy and narrow reliance on nation-state paradigmatic rules of behavior in addressing the
systemic 1mperatwes of welfare:and order and of the Soviet state's preferences along both
dJmens1ons Controlled economic planning and cenlrahzed decmonmakmg were as much
Soviet responses to perceived threats and efforts to enlarge political-economic influence as
they were purported answers to the shortcomings of capitalism. Not surprisingly, Soviet
domestic reform efforts depend simultaneously on projecting a diminished threat to other
states, pérticularly fhose on Moscow's European and Asian borders, and on officially
réinterpreting threats to Soviet security and political aims. As one Soviet analyst explained,
in emphasizing the need for new cooperative relation with Western Europe built on the ill-
defined notion of a "Common Eﬁ‘ropean Home,": "The idea derives from an understanding
that the European military confrontation was at once useless and dangerous, and that,

‘generally speaking, the danger is not attack, but sliding into a crisis, the development of

ecological problems, and the imp_o ssibility of Soviet integration into the world market as a
consequence of the camp mentality and our self-impoverishment by military expgnéﬁtures."48

The Soviet Union needs the competitive pressures of the world market to stimulate
efficient internal production and services and to make ifs industries more attractive to foreign
investment. Viewed strictly from a Marxist perspective, there is much mJth in Timothy
Luke's conclusion that "The USSR's position demonstrates both the contmumg ab111ty of the -
capitalist world economy to integrate virtually any. eoonomy into its network of produchon :
and the on-going failure of even the most energetic national challenge to transnational capital
to finally break out of the .dependeney networks imPOsed upon it 1n the semi-peripheral mode
of industrialization."4® From a strategic, nation-state viewpoint, however, his evaluation of
failure paradoxically may be premature. If the Soviet preferred model of the global poliﬁcal
economy has proven wanting on ihe dimensions of national and personal welfare and military
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technology, future success in adapting Socialist principles to a global capitalist market may
conceivably supply the Soviet Union with the techno-economic and military capab1ht1es it
lacks today to support its long-term global ambltlons

Soviet planners' recent concem for domestic political and economic reform and for
experimentation with market mechanisms highlightsv a continued preoccupation with the
Soviet global power position The absence of serious-'military objection to the reform
movement, to umlateral military cuts in Soviet forces (e.g. the U.N. speech of Mikhail
Gorbachev announcing reductions of 500,000 troops and 10,000 tanks), and to decreases in
Soviet military spending are prima facie evidence of widespread concern in leadership circles
~ that unless the reforms succeed, the Soviet Union may even lose its status as a mlhtary »
superpower. From this perspective, welfare goals would still appear to be in the service of
the nation-state. It is by no means certain that the Soviet system and internal state control can
be reconciled with open market rules (e.g., the right of ~vvorkers to strike and bargain »
collectively) or with national diversity (\vimess the Baltic and Armenian disturbances).
Working through these dilemmas is the ultimate test of the success of Glasnost and

Perestroika.

What is good for the Soviet Union is also good for its East European allies. As each

of these states makes its separate peace with the West and enters into techno-economic 7
bargains with Western governments, banks, and firms, Moscow's hold over them inevitably
slips. The narrowly based system of Eastern bloc comparative advantage and division of
labor cannot vritllstand exposure to the rigors of the global market. One can anticipate a
fnrther gradual shift in power through pluraIistic political and economic reform, partially
catalyzed and caused by market mechanisms, to weaken the bureaucratic hold of
governmental and party agencies. However, the convergence of Westem and Sov1et1zed
societal modernization may, indeed, still be an optimistic assumption. Given the pace and 4

effect of current reform efforts in the Soviet Union’and the Warsaw bloc, a more plausible
| case than convergence is some likely mix of command and market elements as the basis for

the longterm development of the Sov1et political economy

Western Europe -~ In the first generation after World War II, ;the West European

states lacked the means successfully to pursue either autonomous arms acquisition policies or
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independently defined global political and economic aims. Beset by decolonization and
internal political upheaval, particularly acute in France, and dependent on the US for military
protection and assistance as well as for economic Tecovery, the West European states were
captured largely'within the orbit of an Americén-directed global political economy. This did
not prevent some, like Britain and France, from attermpting to pursue policies of national -
arms autarky in conventional and nuclear weapons. -But even these efforts depended heavily
on outside subsidies of various sorts. Aside from the $17 billion in Marshall Plan aid
received by West European states, France and the United K_ingdbm were granted,
réspecrir'ely, over $4 billion and $2 billion in military financial assistance and materiel in the
first decade after the war.50 At the height of the Indo-China war, half of the French military
procurement budget was assumed by the US treasury.5!

Less well known, however, were the substantial contributions of the United States to

- the recovery and sustenance of the European arms industry. The reconstruction of Europe's

economy was itself an indirect support for the regeneration of national arms industries. The
priority assigned by Marshall Plan assistance to capital investment and to expenditures on
infrastructure developmeht like electric power, laid the basis for Europe's return to the global
arms market place. The Marshall Plan also requlred the European states to coordinate their
national plans in utilizing aid,52 thus promoting the conception of Europe as an integrated
economic entity. The European Steel and Coal Community, the Common Market, and |
Euratom were logical extensions of this process. A united Europe, economically and
politically, was viewed by Washington as essential for the successful conduct of the Cold

War even at the expenseof liberal trading principles with the creation of a regionz«:ll economic

~ bloc based on community preference.53 Less well publicized as a boost for West Eurdpean

arms firms were several billions of dollars of U. S. off-shore purchases in the 1950s,

' irlcluding machine tools, as a mqunse to NATO commitments. France's Dassault, for

example, built 225 fighfer aircraft, paid for by US government contracts on behalf of the

- French air force. Later copies of these aircraft were sold to Ind1a and Israel for the beneﬁt of

the French arms 1ndustry The lmow-how, design, experience, tooling materials, and
foreign sales derived from these contracts dJrectly contributed to the development of the
commerCIally successful Mirage: series and t0 Dassault's emergence as an international

producer of advanced ﬁghter aircraft 54
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The role of the market in Eufopean arms development differed from that of either
superpower. Whereas the United States and the Soviet Union could support indigenous. and
autonomous weapons industries through national markets, the West European states had to
rely heavily on collaborative arrangements to lay the foundation for their arms industries.
The French, purportedly the most nationalistic.of European states, actually entered into more
NATO and bilateral European weapons programs than any other European state in the 1960s
and 1970s, although continuing to compete nationally with certain of these collaborative
projects.55 Inter—European weapons cooperation became a sine qua non for the major
Europeanaan_ns producers to share R and D costs and to assure sufficient weapons orders
from cooperating states' armed forces. Such purchases also became a significant factor in

commercializing European arms sales worldwide.

US and inter-allied technology has been transmitted mutually along these
transnational networks or, as in the case of the F-16, as part of the térms of sale. As the
European economies prospered and, consequently, their bargaining leverage increased, »
NATO states preferred 'license_d production -and access to new technology over
straightforward arms purchases or offset compensatiens for buying abroad. Strengthening
industrial and technological bases througﬁ these exchange agreements -- more barter than
financial arrangements -- was understood as vital in improving'compet:itiveness.56 In co-
developing the Tornado aircraft, Germany, Italy, and the United Kingdom negotiated asetof
delicately balanced offset axrangementsv to ensure adequate and equitable levels of work for
their airframe, engine, and electronics ﬁrms, despite the hlgher total cost to the program.

‘ Rolls Royce licensed German and Italian firms to coproduce the RB-119 engine, and
Germany transferred some of its 42.5% developmental share to the United Kingdom in order
to gain London's consentfor the purchase of US over British radar for the "European

. fighter."57 '

Until recently the global market for arms has played a far greater role in European
arms productlon than for the Umted States “Commercial interests have tended t0 predommate
OVer security concemns in arms trans_fers. ‘Among the major European producers, moreover,
the mix of nation-state and market reliance has varied. At one end is France which, with the
end of the Algerian War and the final liquidation of its overseas erripile, adopted a strategic

policy based on nuclear weapons and the subordination of conventional forces to its nuclear



strategy.58 To sustain an advanced weapons industry and to equip its conventional forces
through indigenous production, an open door arms sales policy — ventes tout azimuts —
was pursued to serve both strategic and techno-economic aims. Through most of the 1960s
and 1970s, France enjoyed a comparative advantage in the arms trade relative to its European
allies. Its weapons were affordable and battle-tested; Israeli Mirages ruled the skies in the
Six Day War. US preoccupation with the Vietnam War coupled with rising demand for
weapons by the newly independent developing states, especially oil-rich states enjoying
windfall profits from rapidly rising oil prices, spurred France's arms exports. Created was a
global network for arms . and military tcchhology transfers, centered in the Ministry of
Defense, and led by a special corps of military engineers, dedicated to making and,

- increasingly, to marketing arms.

[France also profited from the failure of its European allies to contest its aggressive
sales effort. The United Kingdom attempted 0 sustain.an independcnt‘and autonomous arms
industry after World War I, developing nuciear weapons and a long;rang_e V-bomber force
comparable to US capabilities in the 1950s.59 However, its relatively shallow and narrow
-economic and techno-scientific base was unable to sustain this effort. The British decision to
base its national strategic policy on American-derived nuclear délivery systems and to limit
severely its overseas commitments in the decades after Suez, led to a radical change in its
security and economic imstureﬁo Britain maintained relatively high cost indigenous weapons
production in ground, naval, and air systems, but progressively consolidated production
facilities through mergers. In contrast to Gaullist France, London, especially‘ under Labor
governments, delayed expénding production to meet ovefseas sales markets, but moved to
recoup for lost time with the establishment of the Defence Sales Organisation in the late

1960s, whose mandate was expahdgd and spurred by successive Thatcher governments.5!

‘West Germany was preciuded from developing nuclear arms. It was also bound by -
cdnsﬁtﬁﬁonal and legal restriétions in producing and marketing conventional weapbns, as
well as by obligations undertaken by Bonn in entering the Western European Union and
NATO in 1955. West Germany initially concentrated on rebuilding its arms industry through-
allied collaborative accords rather than on ﬁllmg global market demand through exclusively
nationally produced weapons. In the process, and to circumvent restrictions, the Federal

Republic established Europe's widest network of overseas licensed production agreements.52
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Italy's weapons base also was t00 small in the early postwar period to clrallengc France as
Europe's weapons leader. In view of US, British, and French NATO market dominance,
Ttalian firms concentrated on developing niches in the arms market, particularly in the Third
World, suited to their capability and to the modest international aspirations of the Italian state.
Apart from specialized shipbuilding, Italy ultimately established, in conjunction with
European Community partners, a considerable stake in high technology systems such as
aircraft and helicopters, and in joint ventures with aspiring Th1rd World producers such as
Brazil.63 Other European arms manufacturing states, such as Sweden suffered for their
neutral status outs1de the Western bloc. - Notwithstanding, they persevered for national
defense and economic reasons in developing a wide spectrum of military systems, including ‘
high performance fighter aircraft and artillery (note the billion dollar contract of Sweden's
Bofors with India), to meet the domestic consumption of its armed for_ccé and to exploit

foreign sales.

The basic dilemmas, then, of the European arms economy emerge from a review of
the contrasting strategies pursued by each state in producing weapons. Those in the "NATO
club” have maintained design and production capabilities and access to a joint market for
advanced weapons systemﬁ, but at the price of arms dependencies and mutual collaborative
constraints on national discretion in selling arms. Those not in the club have struggled to
remain competitive in hlgh technology systems, and enjoy a somewhat unique, less aligned
appeal in the Third World.® France, for one, has tried, somewhat successfully, to obtain
the benefits of both quahﬁed club membersh1p and a free-lance role. Lately, though, the
security environment has shifted again, making choices among autarky, collaboration, or
foreign supply even more deﬁcult “The threat of maJor power war in Europe has receded
: 1ntens1fy1ng an already growing criticism of mrhtary spending and US dominance and
spurring advanced technology programs, like EUREKA to meet U.S. and Japanese
competltors Meanwhﬂe, relatlvely high unemployment persists amidst slumping Third
World arms sales. Concerns for order and m111tary security, thus, have taken second place to
concerns about technological competmon and welfare. The lure of military production is still
there, but it is likely that stfaregi_es choéen will focus more than ever on building Euro-
technology rather than on strengtllening ties directly to NATO (with its concomitant demands
such as weapon "standardization and interoperability"). -



Such decisional problems become even more complicated in view of European
Community pressure for technological modernization in the Single European Act (1992).
Primary defense coordination agencies (NATO, Western European Union) do not entirely
correspond in membership to the EC, or, in the case of national bureaucracies, they are often
at odds with EC organs (Commission and Parliament).65 Therefore, defense manufacturing
collaboration is likely to remain an ad hoc affair, and to include partners outside ;he EC, at

least until the Euro-govemnance problem is resolved.

Developing states -- It comes as no surprise that developing states' arms production

and sales can be explained in terms of the systemic imperatives also underlying developed -
states' policies. In addition, developing states have intense needs to obtain and absorb
advanced technology, and are highly sensitive to arms dependerioies. Thus, while the mix of
motives and interests shaping their responses to nation-state and the market incentives reflects
their unique circumstances, their reactions are no less directed by the systemic imperatives of
order and We_lfere and their preferred status and influence over outcomes within each

emergent global regime than developed states.

Two flawed conceptual assumptions underlie much of the analysis of Third World
arms production and sales. The first is the’often narrow conception of security appliedto a
state's arms production capacity; Since there apparently exists no immediate external threat
to Brazilian secuxity, niany anailysts attribute its arms.sales almost exciusively to commercial
motivation.56 The analyst discovers, axiomatically, what he assumes that he will find. A
broader systemic understahdihg of:nation-state incentives and rules leads, ‘however, to a
different conclusion. A state's or regirhe's physical security, whﬂe.of obviousAcriti,cal
importance, is not the sole or even _preoccupying security concern. National leaders,
especially of major states, also attend to real and: perceived threats posed by the international
power structure and distribution of capabilities. For aspiring Third World leaders, keeping -
pace militarily and teehnologically with other military powers, and opening economic niches
require harnessing the nation's modernization process itself to the requirements of nation-
state power.57 That national leaders may be misguided or ill-advised is beside the point.
Their images of what is important to them and their states (even in finding employment for
university tramed personnel who might otherwise organize political opposition) is what

counts. It is important but hardly decisive for them to be shown that a priority assigned
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military spending may inhibit techno-economic growth. As the behavior of the great powers
and of v,those, like Brazil and India, aspiring to this statué, evidences, state leaders are
concerned about the real and perceived threats and status requirements posed by the structure
of international power and the distribution of capabilities and, conversely, about the ability of
the state to influence the global structure of power in preferred ways as well as to define the

terms and outcomes of those instances of state cooperation and conflict of particular interest.

The distinction between general and specific threats also helps to harmonize currently
contrasting explanations of Brazilian, Chinese, Indian, and Israeli arms production and
sales.68 It has been observed, for instance, that the Indian military still campaigns for the
purchase of high quality foreigh weapons even at the expense of the Indian government's .
interest in nurturing domestic arms production technology, Indeed, the Indian Defence
MinistIy recently has announced plans to mcrcase exports of India's own arms products in
order to pay for the import of needed high technology weapons.v China, on the other hand,
appears intent on "reverse engineering," whereby foreign weapon prototypes are replicafed,
improved, and exported by domestic production facilities. Thus, China has come to rely on
foreign markets to perfect its new weapons designs.®® What accounts for these varying arrms
acquisition patterns by ambitious developing states?

Speculation might center on the nature of perceived bi‘oad and specific security and
-welférc threats-and incentives. Ihdia, for example, with relatively recent war experiences and
recollection of arms supply embargoes in the 1960s, responds heavily to Pakistani and
Chinese armament levels, which in tum are driven by Westcm arms and technology
,' transfers. Delhi also exhibits general ambitions for influence in the Indian Ocean and South
Asian theaters as Well as concerns about domestic order. To compete with a specific
-adversary, and perhaps also .bécausc;of historical relationships and bureaucratically derived
delays in domestic arms production, the Indian military evidently trusts and prefers the
purchase of major,-sophisﬁcatéd:.Weapons from foreign sources, most especially the Soviet.

"Union.

China also has recent war experience and a generation-long revolutionary tradition of *
partial weapons autarky, but with unhappy experiences at the hands of traditional arms

suppliers such as the Soviet Union. The role of the Chinese armed forces in arms ‘



procurement may be far different than that of India, and rather than focussing on a particular
enemy, Beijing evidently responds to a broad range of immediate and long term security
concerns, ranging from a superpower on one border to internal dissent and ethnic unrest in
distant provinces or to distrustful neighbors to the south and west. Ihdia until recently seems
to have emphasized acquisition of technology primarily to build its own power base and
military readiness; China emerged from relative political isolation to rilount a determined
effort both to develop technologically and to market that technology to others. The ﬁﬂl
answer to the intriguing question of what factors expl-ain these contrasting arms acquisition
policies probably resides in more comprehensive analyses of perceived threat by the
“leadership of these states, the differential need for export revenue and technology transfers-as
well as widely different resource and funding bases, bureaucratic structures, and historical

experiences.

Clearly, 'though, as Patrick Morgan's énalysis has shown,”0 general threats to é
government's sense of proper order can be as coinpelli_ng as those associated with a partlcular
threat to a nation's security in orienting a nation's security policies, associated welfare
strategiesv, énd arms production and import-export policies. Itis precisely the growing
military and techno-economic intcrdcpendénce of states that drives the search for weapons
autonomy in two important senses. On one hand, weapons are insurance against an
uncertain future. I,f'no immediate military or political threat, as such, can be identified, it
does not follow that in the long-run a state will not be directly menaced or, cdnversely, that it
will always have the means to insulate jtself from threats arising from global, regional, or
domestic sources.”! On the other hand, weapons also can, and are percechd to, ge;leratc
short-term benefits for a regime in its bargaining in international or domestic politics, albeit
with probably under-valued opportunity costs, especially to economic development. For
example, Brazil's development of a éompetitive arms industry, dependent on global market
~ access to technology and on the sale of arms énd know-how, 'was already anticipated in
France's postfwar reaction to superpower strategic-political and-téchno—economichegemony.
For Brazilian leaders, as for French, it was not simply an issue of seeking autonomy to
" prevent other nations from chocking off "arms supplies in order to get [a state] to alter its

behavior"72-- a key factor explaining the arms policies of developing states according to most
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analysts -- but a matter of gaining autonomy to improve their perceived international status

and bargaining position as well as national welfare and popular support.

The history of Brazil's EMBRAER, its major aircraft industry, underscores this mix
of nation-state and market motives.”> It was launched through state initiative despite
discouraging estimates of high risk and opportunity cost in entering an intensely competitive
market dominated by the United States and Europe. EMBRAER, and the Brazilian aircraft
industry generally, were not expected to make a profit, but to lay the basis for Brazil's entry
into advanced technology markets. Economic growth was subordinated to long-term, at least
semi-autonomous development of c1v111an/m1htary aircraft technology, at the expense of
immediate consumption or potentially more profitable inveStzhent: areas. EMBRAER's
strategy was keyed to three principles: to master appropriate and extant technological
processes associated with aircraft production; to cooperate with foreign firms (principally US
-and Italian) to gain access to needed know-how; and to concentraté on projects which
promised spin-offs beneficial to the aircraft industry and to the Brazilian economy.

Brazil's strategy produced several successful aircraft. 'I_‘hc Bandeirante was exported
worldwide as a military cargo and civilian transport. The Xirigu'and Tucano, sold
respectively to France and Britain, provided additional evidence of Brazil's ability to
penetrate the markets even of advanced industrial states. In customizing products to buyer
needs, Brazilians exploited niches in world markets unattractive to major producers.
Successes have spawned three new projects, including Brazil's first exclusively military
aircraft, the AMX, designed with thé help of Italy;s _Aerorhachi for ground strike missions.
The Brazilian effort to establish an indigenous but globaliy viable aeronautics industry
"should notvbe mistakén," as two analysts observe, "for a civilian enterprise or business
which appéared for economic reasons . ... It should'Bc more properly understood as an
element of the Brazilian bid for major power status, part of a long range strategic rationale . .
- .. EMBRAER's successes stem from its integrated business strategy thaticoordinatcs
" necessities and capabilities on cdmmercial, industrial and speéially technological levels. Its
technological development is the single most criﬁcai element of this strategy ."74

Most other major arms producers in the developing world share Brazil's techno-

scientific and commercial aspirations to some extent, but would appear, as well, to fit the
/



more classical model of countries which make arms to support strategic and diplomatic
ijectivcs, and to avoid dependencies. India, concerned about arms embargoes since its
experience with Western suppliers during the 1966 Indo-Pakistani war, has pursued a ‘
somewhat more autarkic and protected arms economy than Brazil's, in: Selling arms and
technology abroad. Thus, less than 10 percent of Ihdian military production has been
exported, while over 90 percent of Brazilian production is aimed at the international market.
Because of the difficulties and delays in bringing indigenous Indian equipment on line, as
well as a largely state-run heavy industry somewhat in'suiated from.foreign investment, new
licensing and export oriented policies are designed to facilitate importation of the latest
technologies. India had been able to use its nonaligned status to gain access to both East-ar;d
West weapons technology. Its nuclear program has been substantially aided by technical and
material assistance from the United States, Canada, and West Europe; its conventional
weapons and aerospace industries similarly»e’hjoycd Western help (largely British and

: French) and substantial favor from the Soviet Union, which permitted India licenses to co-
produce weapons not granted even to Warsaw Pact states.”> Between 1971-85, India held

15 licenses for major arms systems from four states, more than any other state.”6

Israel, also concerned about 'dépendency 1n warfare, has a growing defense industry
owing much to foreign licensing contracts, especially from France in its early period and the
United States more recently, as well as direct aid from Washington. France's boycott of sales
to Israel in the aftermath of the Six Day War in 1967 subsequently spurred efforts to make
Israel's arms production industry as independent as ‘possi'ble. While in .no way mitigating its
dependency on foréign technology, particularly for key componenfpans, Israel, er other
"~ the major Third World arms- producers, has developed considerable arms autonomy through -
barter and exchange rclauons with developed and developmg states. Arguably the most
immediately vulnerable to security threats of the major arms producers among developing

states, and subject in the pé'st to arms resupply delays (1973), Israel is now able to mcct'forty‘ :

percent of its requirements through domestic manufacture. In some studies, it had reached
sixth rank by 1986 in arms exports, overtakmg Brazil. - Its growing autonomy provides it
with a local surge capacuy to meet urgent and unforeseen ammunition and spare part needs,
to design weapons unavailable elsewhere, to insulate itself in several key weapons categoncs

(e.g. tactical missiles) from boycotts and embargoes, and to generate needed foreign
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exchange through exports. Like other arms producérs in the southern hemisphere, Israel has
also relaxed costs to its trading position through import substitution policies that lower

balance of payment and reserve deficiencies.”’

However, as Third World states enter ﬂie big leagues of weapons production and
sales, they become subject to the same market forces which hihder economic growth in the
rest of the industrialized world. In particular, the Israeli arms industry now appears to be
fighting for its life amidst shrinking world markets (in Israel's case including reduced export
prospects to Ircm, ‘Central America, and South Africa), the decline of the dollar's value,
defense budgetéry con'straints,r and rising foreign competition, including suppIiefs capable of
furnishing materials for Israel's defense needs at cheaper cost than Israeli firms.” These
constraints, howevcf, have not precluded Israel from using its defense expenditures and arms
industry to promote domestic welfare through weapons production and exports.” In any
event, the arms exports of states, such as Israel and China, are seen to enhahce their nation-
state importance. In the five year period from 1981-1985, China and Israel reportedly
cxpoﬁcd,,respectivcly, $6.0 and $1.5 billion in constant 1984 dollars in arms.8° As China's
missile sales to Iran and Saudi Arabia or Israel's arms supply to South Africavsuggest, the
great powers cannot ignore either state if they seek to control the arms trade, regional
conflicts, or military teéhnology. Close attention to both nation-state interests and market
success enhances these developing states' bargaining leverage, although the market can work

to limit their leverage as well.

2. Current Cross-National Patterns of Ma.kmg and Marketing'ArmS-

Several important implications arise for the global political economy by généra]izing
across the behavior and strategies pursued by stétes in acquiring and selling arms and military
rte'chnology. First, neither the paradigm and postulates associated with strategic-diplomatic
nation-state behavior nor with develbpmental or dependency theories of the market fully
eicplain the international arms economy. Superpower policies since World War II have
reflected both paradignis, as both powers sought ailtonomy in promoting their preferred
notions of order and welfare. The United States has cd_mc closest to achieving its strategic

and political-economic goals of national independence in pmviding for its own arms, of

maintaining a global security system and, for a generation after World War I, of dominating
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global markets, the latter circumstance providing the wherewithal to meet military and

domestic welfare needs. Iromcally, heavy reliance on military markets, while producing
unprecedented amounts of economic goods and services,' also has contributed but by no
means is the sole factor explaining the relative decline in US competitiveness. What one
analyst has aptly characterized as the hegemon's dilemma, the very success of the United
States in promoting a liberal economic regime and the globalization of markets in
guaranteeing the security of this regime has, ironically, and perhaps inevitably, eroded its

hegemonic status.8!

The Soviet Union also has achieved a level of wedpons ‘autonomy, largely prciniscd
on priorities of security and order over welfare as immediate objectives. It has, however,
sacrificed higher rates of techno-cconomic gmwth for itself and its partners. Reliance on
military capabilities to sustain its superpower claims has c’réatcd its own dilemma. In failing
to avail itself of the efficiencies of the market place in allocating productive investments and
in distributing wealth, Moscow has undermined its jllong'-term military prowcss. Indeed,
neither superpower has sufficient military power to impose its strategic and political
preferences on its adversary, and both have experienced sobering difficulties in the Third
World (viz., the US in Vietnam and the USSR in Afghanistan).

As for their European partners, an eroding US dominance is premised on consent,
rather than command, in the Atlantic commumty As Gaullist France s withdrawal from
NATO joint command structure symbolizes, consensual leadersh1p is highly contingent and
narrowly conditional. Put another way, NATO applies only to Europe, not elsewhere; and
even in Eﬁrope the US does not haﬁré a free hand. Tf Glasnost and Perestroika are carried to
their logical conclusions, as noted earlier, the Soviet Union's military and economic hold on

its Warsaw paét partners also must inevitably slip and, coﬁespondingly, the legitimacy of the

~Communist governments in East Europe must inevitably erode, as the reform efforts in

Poland and Hungary suggest.. Whether either superpower will be able to exploit its
opponent's weakness within its sphere of influence is an open question. What is certain,
however, is that the incentive to capitalize on these opportunities have never been stronger in
the postwar period. |
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Correspondingly, incentive for a Euro-wide politicé.l economy are growing in both
East and West. Autonomy, as a strategic or fechno—economic ideal, has proven no less
illusory for Western Europe than for the East. In stressing foreign policy harmonization as
well as a umﬁed market and the free flow of capital- g'(’):ods,' technology, and, with
reservations, labor within the Community, the Single European Act of 1992 reaffirms a
succession of key decisions, dating back to.the Marshall Plan, in the constructien of a more
closely cooperatiﬁg (if not fully unified) Europe. In arms production where security and
welfare constraints conflict, Europeans have been less consistent and more nationally
reserved an illustration of the fundamental tension between the reqmrements of national and
market imperatives as well as the competing needs of national security and diplomatic
influence and welfare. Dependency on the United States for secxirity_. and on arms
development has impeded a European arms strategy to cemplement the evolution of the
- European Community. European governments' wavering choice between the US and other
European states in weapons collaboration and Vpurehases underlines the point that, singly or
in combination, European states are only semi-independent or, alternatively, increasingly

interdependent in weapons development.

West Europeans have relied heavily on collaboration to sustain their military-
industrial-scientific-technological systems (MISTS). Fofeign support is sought not only for
specific weapons projects but also for national organizational structures themselves and for
their continuing technological advancement. These organizational structures, while
indigenously based, depend critically on external technological know-how and on guaranteed
markets among collaborating states. The cost of weapons research and development and the
high unit costs of exclusively national production, in the absence of available global
marketing outlets, generate strong incehtives to cooperate. This is so despite inevitably
 higher average costs of multinational versus national programs.$2 Thus, the market drives a
major portion of Euro-defense production, although individual states seek general political

autonomy in arms productxon as well

A critical test of Commumty integration will be the degree that members coordinate
their overlapping and partially conflicting national arms produe_tieh strategies. Political costs
in eliﬁﬁnating ‘multinational collaboration have not escaped the attention of national MIST

leaders, as they are under increasing pressure to relax their innate opposition to any
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weakening of national control. Foreign dependency on cross-national arrangements and
market dynamics are traded for greater domestic bureaucratic autonomy -- and political
survival.83 At the same time, however,' spirited sales competition among European suppliers
is still the norm in their dealings with Third World customers.$4

The Janus-quality of Western allied security and techno-economic relations in making
and marketing arms -- ostensible autonomy paralleled by operational interdependence and
only partial independence -- is reflected in composition of European missile projects since
World War II. ‘As Table 2 indicates, the number of exclusively national programs has not
appreciably increased in over forty years, hovering between a low of 15 between 1946-59
and a high of 18 between 1970-79. Mcanwhile, foreign participation in the form of major
sub-systems from a foreign supplier or formal international programs, has increased
discernibly in each period, rising steadily from six in the first period to 31 between 1980 and
1987. Initially, these collaborative arrangements were exclusively between the US and
NATO Europe. They subsequently enlarged to include solely NATO European projects (e.g.
Franco-German cooperaﬁ‘on in Euromissile), and by the 1980s, Third World states were as
active as the US m European missile projects. Thus, arms production foilows a general
international economic pattern in which assembly increasingly takes placé multinationally.
Here the search for markets and response to offset demands combine with cheaper wage rates |

and regional security interests in parcelling out the work load.

The developing world's dependence on arms and military technology from the
developéd world is obviously evén more acute than the relationship between West Europe
and the United States. On the other hand, Third World states are increasingly unwilling to
purchase arms outright. Neither the pursuit of nation-state nor market autonomy are well
served by so one-sided a dcpendehcy._ In creating'ind-igenou_‘s MISTs, develbping states rely
on devices similar to those employed by dévelopcd states - licenses, offsets, counter—trédc,
coproduction agreements, and sub-contracts. Between 1971 and 1985, a SIPRI study cites
90 license agreements involving 21 :Iiations'.85 These accords transmit know-how among
states and form an intricate webbihg of MIST relations. Such a structilrc can be conceived as
progressively independent of the national state settings which initially created and sustained
them. Within their national ‘settings, MISTs represent the most advanced and some of the”
best funded elementsAof national modemnization efforts. Like their coﬁnterparts in the



Table 2
EUROPEAN MISSILE PROJECTS

1946-59 1960-69 1970-79 1980-87

National ,

Projects 15 19 18 16
Foreign

Participation*® 6 11 21 31
TOTAL 21 30 39 ' 47

*Major sub-system from a foreign supplier,.or formal international piogram.

Source: Rand Corporation Report, 1988.
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developed states, they are staffed by the "best and brightest” scientific, technical, and mﬂltary

personnel, with access to the highest levels of governmental mﬂuence , -

The strategies pursued by developing states in building their military technological
and scientific base and in acquiring know-how from ai_)road have paid dividends. By the
mid-1980s, 52 LDCs were capable at some level of military prodﬁction. Compared to the l
period between 1960 and 1980, tlus enhanced capability is remarkable.86 In 1960, seven
states were able to produce 15 aircraft -models; twenty: years later, the ratio stood at 18 to 67.
Similar trends are discernible for naval vessels, ground equipment, and tactical missiles.
Paralle] with the g:owth of MISTs in the developing World, though due mostly to imports,
these states' arms inventories also -Have grown in size and sophistication. In 1950, almost no
LDC possessed advanced military systems. By 1985, 55 states had acquired supersonic
aircraft; 71, tactical missiles; 107, armored ﬁghﬁng vehicles; and 81, modern warships'.37

This progress should not obscure the two-tier techno-scientific hierarchy that has
crystallized between the developed and the developing world. The superpowers and the
West European states have been able to maintain their lead in developmg big ticket, advanced
military systems. These include all forms of nuclear strateglc systems, including platforms
and launch vehicles. The diverse aJrframe, jet engine, and electronics technologies associated
with modern fighter aircraft also escape the capabilities of most developing states, and even
tax the resources of developed states, as in Europe. Between 1977 and 1983, the United

- States anhually expended approximately three times more than the European Community

states on military R and D.88 The developing states are hopelessly outspent in this area, and |
will have to rely for some time oh external technology transfers to remain competitive. In

the case of Brazil's aircraft industry erIsrael's;Gab-riel sea-to-sea missile (over $1 billion in
orders .by 1986),89 marketing success is atiributable to exploitation of market segments
overlooked or neglected by developed. states. In addition to:specialized designs, as for desert
warfare, Brazil has utilized a. "keep it. s1mp1e keep 1t cheap" approach to its mfantry
equipment.

While this techno-scientific hierarchy and relative shares of the global arms market
seem likely to persist for the foreseeable future,% the lethality of developing states' weapons,
and their impact on regional conflicts, should not be underestimated. Nor should their



increasing technical ability to develop nuclear, chemical, or biological weapons, or to
reproduce and expand upon other states' weapon designs be dismissed as unimportant.9!
There is no clear and automatic correspondence between the economic and strategic value and
significance of a state's arms expofts.' The international conference held in Paris in early 1989
on chemical weapons, highlighted by the U.S. diplbmaﬁq’ offensive against a Libyan
chemical plant and German technical assistance in its construction, underscored the widening .
production and transfer capabilities of developing states in lethal technologies and

substances. At the same time, depending uI')on< the global debt situation, high i)ﬁcc tags on
many advanced weapon systems could cut, at least periodically, cither the number of

weapbns transferred or the total value of sales by major powers in Third World markets.

As tﬁc costs of supporting MISTS and national arms production have risen, most
arms producers have incrcas_ingly emphasized the commercialization of their arms, services,
and know-how to sustain their national efforts. Despite somewhat 'shrinkirig international
markets, this trend has been unabated i in the 1980s The Reagan administration repudiated
Carter era restrictions on US m111tary sales, and shifted sales away from government
initiatives in two ways. First, sales greater than $100 million no longer must be negotiated
officially through the Foreign Military Sales (FMS) system. This means that while sales
volume increased, transactions were handled increasingly on an induslry—to—iriduslxy, or
industry-to-government basis rather than through Pentagon (and potentially resistant
: Cbngrcssidnal) channels. Between 1982 and 1988, FMS sales, largely attributable to three
major contracts of F-16s to Belgium, F-18s to Spain, and Trident to the Britain, fell from 72
percent of the total of arms sales to 52 percent.52 Second, this shift to industrial initiative has
also assisted in increasing sales of subsystems and cbmponehts rather than complete weapon

- systems.

West European nge’mmcnts also have pursued more aggressive arms
-commerclahzauon -France, Europe's leader in “banahzmg" the sale of military eqmpmcnt
and technology, did not slacken its pace under the Socialist government of Frangois
Mitterrand, although the Socialists had campaigned on a platform of "moralizing” arms sales.
Even as President Mitterrand was bcihg inaugurated, the Saudi government was being
assured through the good offices of the President's brother, an Air Force general, that arms
contracts with Riyadh would be hohor‘cd.93 Charles Hernu, the first Socialist Minister of



' Defense of the Fifth Republic, reaffirmed his commitment to global arms marketing and use
of the arms industry to promote full employment and to spur France's technological

development:

People forget that the defense minister is not only responsible for military
personnel. Out of 720,000 people who work for the Dcfehse Ministry, there are
143,000 civilians and 90,000 arsenal workers. In addition, there are the |
armaments enterprises [ Aérospatiale], Thomson-CSF, Dassault, Renault . . .
Panhard . . . [which] employ 300,000 workers and engineers. As for
subcontracting, do you know how many it employs? One million!. . .

I would like to remind you of the arms industries' contribution to
research. Do you know that we are the envy of the Americans in the sphere of

lasers, carbon fibers, and the detection of submarines and nuclear weapons?94

‘France's principal European competitors - Britain, West Ge;mziny, and Italy --
likewise have relaxed previous governmental controls on arms export.9 The British of |
Defence Ministry has been encom'agéd to follow the French example, and succeeded richly in
1988 with a multibillion dollar Saudi contract for Tornado aircraft and other advanced _

~ military systems.%6 In 1985, the United Kingdom booked $6.5 billion in new arms orders,
dwarfing all other Western states, including the United States.%? Since 1982, the West.
German government has eased its arms export restrictions, so that no major West European
arms supplier any longer formally bans sales to regions ét war or where tensions are high and
volatile.98 All, with France in the lead, have supplied arms and éqﬁipnient'to parties on both
sides of the Iran-Iraq war. Despite-mnﬁnuéd'lcgal mnﬁdls or restrictions, énd with renewed
pmmises to enforce them, sales now.exfend to chemical weapbns and the construction of

plants around the world capable of building them.

" In-three of the eight years between 1978-and 1985, the four major West European
states have delivered in value more arms and have signed contracts for more arms €Xports
than the United States.% In 1984, as Brzoska and Ohlson report, France exported 50
percent of its arms production; Britain, 42 percent, West Germany, 20 percent; and Ttaly, 70
percent.100 Now smaller Europeans pro‘duéers are'enteﬁngr global arms markets. Spain
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delivered arms to 37 developing countries between 1970 and 1986, and the Netherlands has
contracts with 22.101

Less visible, but at least as significant in monetary and lethal value, are Soviet and

- Warsaw Pact arms and technology sales. If strategic aﬁd poliﬁcal imperatives still are the
principal East bloc arms transfer motives, an increasing demand for foreign ekchange
currency is, as one recent study concludes, "incontestably the most important economic
factor explaining Soviet arms sales."102 A 1982 CIA report concludes that over 85 percent of
Soviet arms deliveries in the 1980s have been paid in hard currency, a rise from around 50
percent in the early 1970s.193 Arms sales provide Moscow more hard currency than gold
exports, and about 40 percent as much as the sale of oil and natural gas. Between 1981 alld
1986, the value of Soviet arms deliveries to the Third World averaged $16-17 billion in
constant 1987 dollars, or approximately 40 percent of all supplier sales to the developing
world.1%4 East European regimes, principally Czechoslovakié and Poland, accounted for an
additional $3 billion during this period.195 The East bloc's 40-50 percent share of the Third
- World arms market does not appear to be as immediately threatened as that of the Western
states. Whereas orders lagged for the latter group of states -- down by approximately 50
pércent to a low of $12 billion in constant 1987 dollars for 1986 and 1987 the Soviet Union,
generally offering better credit terms, actually increased its market share in these two

years.106

The developing world also has stepped up commercial sales efforts. Until now, they
_ have not been able to break the hold over the world arms market held by the developéd states.
A SIPRI study calculates that these states accounted for only 3 percent of » sales in the period
1980-84.107 A figure between five and nine percent appears to be closer to the mark. US
government figures note that between 1980 and 1987, China alone cbntrolled 3.75 percent of
all sales contracts and about 3 percent of all deliveries. It also broke with prevailing arms A
supplier restraints in selling medium-range missiles to Iran’ and_Saudi,Arabia, éuggesting an
aggressive sales promotion pblicy as well as a determination to become a major military
power and, by that token, an alternate arms supplier to the devéloping world in the next
century. In the 1980s, China ranked fifth in arms deliveries and agreements.1%8 As noted,
states such as Brazil and Israel also have captured important corners of the market,. what the
French prefer to call créneaux. They are not likely to abandon their commercialization efforts
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in the future since they are integral parts of théir long-term trade and security strategies. An
elusive ‘autonomy may be the long-run aim and rationalization of their arms sales policies;
enhancing national power, balance of payments, and employment is the short-turn marginal
motive, not unlike the pattern of larger suppliers.

Not surprisingly, the increased commercialization of arms sales and military know-
how has reinforced a trend toward the multilateralization of arms supplies. One can define
supplier relationships as sole, dominant, or multiple accbrding to whether a supplier
furnished over 96, 55-95, or less than 55 percent of the arms to another state. Since the

1960, the height of the decolonization period, there has been a discernible shift toward
multiple supplier, and awéiy from sole or dominant, relationships. In two time periods, 1964-
73 and 1976-80, sole supplier dyads drdpp_ed from 26 to 16 states (most confined to the
Communist bloc), and from 61 to 49 in the dominant grouping.. In the same periods, multiple
supplier relationships rose from 29 out of 132 recipient states to 62 out of 142 states.1% The
combined superpower share of the developing world market fell from over 80 percent
bétwecn 1966-75 to less than 70 percent thereafter, reaéhing its lowest ebb in 1984 at léSS than
54 percent. Thanks to a 10 percent rise in Soviet market share deliveries between 1985 and
1987, the superpower share rose to 72 percent in 1987,110 but it is not at all clear, in light of
high costs and worries about high technology transfers, that this level can be sustained. In
any case, supplier duopoly has given way ineluctably to oligopoly.

Conclusion

The behaviqr of states in making and marketing arms does not square either with thé
explanatory power of narrow realist assumptions or those of market theorists. States are
acutely aware that their bargaining power depends on their acquisition‘ of arms and lethal
technologies and on their capacity for indigenbus production of implements of war. They are
~ noless.aware of the increasing problematic utility of these Wcapons as a function of this very
diffusion of arms and arms pmduéﬁon capabilities throughout the international system.
Similarly, they are alert to the dilemma posed by the constraints of command economies or
praéﬁges in controlling markets with respect to the efficient and effective production of goods
and services. -No less are they aWaré -- witness Soviet reform efforts -- of the relentless

process\of redistribution of techno-scientific and economic capabilities by market
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mechanisms among states, capabilities which- are the basis for military power, the bargaining
lever traditionally used by states to shape international environment to suit their preferred

conceptions of order and now to meet their welfare needs.

~ Arrealist theory of international relations falls short of explaining the political-
economic policies of arms producing and selling practices of dévelop'ed or developing states.
To be relevant again, this traditional apbroach must incorporate a theory of the market, driven
by order and welfare impefatives, into its order and power considerations. 'I'hé very
distribution of modern weapons and tiléir 'd.iffusion to states around the globe and even 0
non—govemmcnfal bodies enlarge the scope' of state bargMg over differences associated
with order and welfare issues. Mlhtary force or the threat to resort to violence still frames
negotiations but more asa deterrent; prccluding easy-resort to this traditional arbiter, than asa
mechanism within the easy reach of states to impose their preferences of adversaries and,
faute de mieux, even allies who cannot othérwise protect themselves against a common

opponent.

Since a state's long-term power and its capacity to meet internal welfare demands
depend increasingly on its competitiveness in world markets, the terms of eéonomic |
' exchénge are then es scntiélly trénsformed ﬁlto a power stfuggle no less decisive in the long-
run in defining the hierarchy of states than tests of battle. Techno-economic conflict beéomcs
a surrogate for war viewed as politics by other mcans; while high technology becomes the
hope for economic révitaﬁzaﬁon' as well (viz.,’: Europe in 1992). This struggle goes beyond
~ the mere use of economié caﬁabilitieé for political ends, what is currently understood as
economic statecraft. Welfare now refers to a state's very techno-economic strength and its
ability to meet its population's welfare needs as well as the challenges (military and
economic) of other states. Justas the destructive nature of modern weapons shifts the
bérgaining process to the manipuiatiori of threats and the definition of inevitably tenuous
arms control arrangements ﬂ(sinccjan‘ excha‘nge of hostilities is too costly) so also the techno-
economic conflict proceeds increa'singiy in pursuit of some agreed upon rules of market
behavior to insure tolerable levels of international oxfdér and Welf_are, judged acceptable and

- legitimate both by national governments and their populations.



Once theory building is based on the mixed motives of order and welfare, the
challenging task of measuring the variable impact of these imperatives on the aims and the
strategies of specific states can be pursued without excluding either systemic factor from
consideration.111 A better understanding of the strategic and economic priorities explaining
state behavior is a precondition for contriving or engineering acceptable adjustments among
sfates to meet their competing security and welfare aims and interests. These adjustments
will have to be made as a consequence of nation-state compromises or as the accepted
outcome of market forces, ratified by national ieaders and their populations. The hegemonic

solutions of order and welfare, imposed by the superpowers on their clients and allies in the
postwar period either by force or consensually accepted by them for lack of feasible
alternatives, now recede progressively in force and attractiveness, even to the superpower

themselves.

. This latter circumstance can be partially explained itself as the gradual adjustment of
the superpowers to the diffusion of military and economic capabilities in the world
environment.!12 What is not clear is whether this incessant adjustment process can be
contained at a level of order below the eruption of potentially catastrophic hostilities and yet
be responsive either to demands for greater measures of welfare by populations everywhere

or to associated calls for more democratization (e.g. China). . The ceaseless pursuit of making
and marketing arms and lethal technologies raises, not resolves, these uncertainties. But if
progress is to be made either in explaining state behavior or in fashioning policy instruments
to regulate the struggle for power and wélfare, realists assumptiohs that differentiate the
theory of the state from the market as well as order from welfare will have to be revised to
integrate these domains within a common conceptual framework. The domain of making and
marketing arms, as the diséussi_on abover suggests, is a useful laboratory to delineate the
properties of sound theory building and relevant policymaking viewed both from a national
and from an international perspective. o '

40



41

FOOTNOTES

1 For general reviews of the arms production capacity of developed and developing states, consult Stephanie
G. Neuman, ed., Defense Planning in Iess Industrialized Statés (Lexington: Lexington Books, 1984); idem,
"International Straﬁﬁcaﬁoﬂ and Third World Military Industries” International Qrganization, XXXV, No. 1
(Winter 1984), 167-197; James E. Katz, ed., Arms Production in Developing Countries: An Analysis of -
Decision Making (Lexington: Lexixigton Books , 1984); idem, Sowin 3 on's T i The Implicati
_of Third World Military Industrialization (Lexmgton Lexington Books, 1986); Milton Leitenberg and Nicole

Ball, eds., The Structure of the Defence Industry (London: Croom Hclm, 1982); and Michael Brzoska and

Thomas Ohlson, eds., Arms Production in the Third World (London: T#ylor and Francis, 1986); Pauline

Creasey and Simon May, edsr., The European Arrhamgn]g Market and Procurement Cooperation (New York: -

St. Martin's Press, 1988). See also the bibliogmphical materials compiled by Nicole Ball in Stephanie G.

Neuman and Robert E. Harkavy, eds., Arms Transfers in the Modern World (New York: Praeger, 1980), pp.

323-361 and Goran Lindgren, Bibliography on Economics of Armaments (Uppsala University, October 7,

1988). | -

2- For a review of the enlarging literature on the political w@omy of arms, see, for example, Goran _
Lindgren, "Armaments and Economic PQrforfnance," in Peace Research: -Achievements and Challenges, Peter
Wallensteen, ed. (Boulder, Colorado Westview, 1988); Judith Reppy, "On the Economics of National
Security," in Security and Arms Control: A Guide to National Policymaking, Edward A. Kolodziej and
Patrick M. Morgan, eds. (New York: Greenwood Press, 1989), pp.73-95; and Christian Schmidt and Frank
Blackaby, eds., Peacé, Defence and Economic Analysis (London: Macmillan, 1987). A recent effort to
incorporate secunty and economic considerations to expléin US motivation m transferring arms, per Gregory
Sanjian, Arms Transfers to the Third World: Probability Models of Superpower Decisionmaking (Boulder:
Graduate School of International Studies, Monograph Series, Unive;sity of Denver and Rienner Publishers,
1988). See also his "Great Power Arms Transfers: An Empirical'Tést of a Fuzzy Decision-Making Model,"

. Paper presented to the Annual Meeting of The Mi_dwést Political Service Association, Chicago, April 1989.



42

3 The burgeoning literature on political economy slights arms production and sales, yet it is precisely this
sector of a state's po,l_itical—economic behavior where ité security and welfare concerns most directly intersect.
An early work which was sensitive to these concerns is Robert Gilpin‘, France in the Age of the Scientific
State (Princeton: Princeton University Press, 1968). Fora comprehénsive review of the field of political
economy, also se¢ Robert Gilpin, The Political Economy of International Relations (Princeton: Princeton -
University Press, 1987) and the extensive bibliograpﬁy, pp. 409-435.

4 Herbert A. Simon, Administrative Behavior (New York: Free Press, 1976, 3rd ed.).

5 These level of analysis problems are reviewed by J. David Singer in "The Level of Analysis Problem in
International Relations,” in The International System: Theoretical Essays (Princeton: Princeton University
Press, 1961), pp. 77-92; and by Robert Jervis, Perception and Misperception in International Relations
(Princeton: Princeton University Press, 1976), pp. 14-31.

6 A systenuc approach can frame the limits of explanation, but it cannot subsutute for the rich analys1s and
causal explanauons of state political-economic behavior in arms production assocmted with case studies. See,
~ for example, Michael T. Klare on the United States, The American Arms Supermarket (Austin: University of
Texas Press, 1985); Raju G.C. Thomas on India, Indian Security Policy (Princeton: Princeton University
Press, 1987); and Aaron S. Kleiman on Israel, Isracl's Global Reach: Arms Sales and Diplomacy
(Washington, D. C. : Pergamon-Brassy, 1985). For an effort to apply a systemic explanation t0 French arms
production and sales policy, see Edward A. Kolodziej, i d Marketing Arms: The French Experience
.and Tt Impli@ﬁoris for the International System (Princeton: Princéton University Press, 1987).

7 Kenneth Waltz's systemic approach to theory-building is applied to arms prodﬁction and sales behavior, but
his restriction of international politics to traditional realist assumptions of military capabilitiés énd diplomatic
influences is relaxed to include techno-economic capabilities and their significance in defining the hierarchy of
states of the iﬁternational system. See Kenneth Waltz's A Theory of International Relations (Reading,
Mass.: rAddison Wesley, 1979). Waltz' rigor in-formalizing an essentially Hobbesian conception of
iﬁtemational relations (amended to include Rousseau's extension of Hobbesian notions of perpetual conflict to

a society of states) cramps theory building in international relations and narrows policy analysis to coercion,



threats, and force to explain state Behavior, international conﬂict and cooperation, and organizational structures
and processes in intcmationai _relaﬁons. Personal, social (group and corporate) and national wealth and welfare
imperatives need to be incorporated in theory building if theory is to be relevent to the concerns of the student
and practitioner. As Hedley Bull implicity argues, Hobbes is a useful beginning but not an end point in
identifying the scope of international relﬁti_ons and in-explaining units and their behavior which fall within
this domain. See his "Hobbes and mtcmaﬁonal Anarchy." Journal of Sg_glal Research, XL VIII, (1981), 717-
738, especially, p.736, and n.l3.h

8 waltz, pp. 129-160. For an alternative persbéctive to Waltz' narrow focus on géo-political and military
security, see David Baldwin, Economic Statecraft (Princeton: Princeton University Press, 1985); Stephen D,
Krasner, Structural Conflict: _The Third World Against Gl iberalism (Berkeley: University of California -
Press, 1985), idem,. ed., in;;gmational Regimes (Ithaca: Cornell University Press, 1983); and Robert O.
Keohane, After Hegemony: Cooperation and Discord in the World Political Economy (Princeton: Princeton .
University Press, 1984).

9 The recent recognition of the economic determinants of mﬂltary power appears partially to account for the
popularity of Paul Kennedy's The Rise and Fall of the Great Powers (New York: Random House, 1988).

10 Robert Gilpin, no less a neo-realist theorist that Waltz, provides a more plausible point of departure for

theory in his attempt to explore the implications of power generated by a nation-state system and by market

incentives. See his The Political Economy of International Relations and compare with Waltz' Theory of
International Relations.

_ 11 The debate between Lenin and Schumpeter, répresenting Marxist and liberal interpretations, respeétively,
of the power implications of capitalist markets, can still be read with profit: V.I Lenin, Imperialism. The
Highest Stage of Capitalism (New York: Intcmﬁtional Publishers, 1939) and Joseph Schﬁmpeter, Imperialism
(New York: Meridian Books, 1955).

12 Gilpin's review in his The Political Economy of International Relations is relevant, pp. 25-64.

43




13 Hedley Buil's notion of an international order based on a society of states provides an understanding of the
international system that avoids the pitfalls and excesses éither' of Kantian optimism or ﬁobbesian pessimism
about the current stability or prospects of international order. Hedley Bull, Thé Anarchical Society: A Study
in Order in International Politics (London, Macmillan, 1977). Bull's analysis falls short, however, in
incorporating considerations of welfare and wealth as no less intﬁnsic to the scope and proper domain of

international relations theory than military force and order.

14 Christian Catrina, Arms Transfers and Dependence (New York: Taylor and Frances, for UNIDER, 1988).
15 This argument was adv:;mced by Michael Brzoska at the panel on "The Political Economy of International
Anﬁs Collaboratjon," Inter:ilaﬁonal Studies Association Meeting, March 28-April 1, 1989. See also his "The
Erosion of Restraint in We§t German Arms Transfer Policy," Journal of Peace Research, XXVI, No.2 (May
1989), pp. 165-1;/8; The b;roadest conception of the scope of international relations, going well beyond
interstate relations, is advafnced in Quincy Wright's still seminal treatment in The Study of In;gmgg"'g. nal

Relations (New York: Apf)leton-Century Crofts, 1955). This work Pas been curiously ignored by scholars

who owe him a debt in enlaxgmg the study of international relations beyond the relations of states and in his
refusal to restrict the study Edf international relations simply to external or phenomemological or directly
empirically verifiable beha\fridr. Wright's science of international relations made room for the goal-tending and
proclivity of people and staztes and their éapacity to transform "reality” by devising new regimes to regulate

their behavior and to assign value and purpose. to action.

16 Concentration on state behavior has unpeded international relations theory building, even if one enlarges

it to encompass techno-economic capabilities. For example, some aspects of the international exchange, such

asthe drug trade appear strongly to be influenced by cultural factors, reflected in the influence of Célumbian

caudillos and Lebanese clans. The philosophical sources of the irnpediment posed by a nation-state mentality
are reviewed in Martin Wight's "Why There Is No International Theory?" in Diplomatic Im@g' gations;
Herbert Butterfield and Martin Wight, eds. (Cambridge: Harvard Uhiversity Press, 1966) pp. 17-34.

17 Aristotle, Immdgc_ﬁon to Aristotle, Richard McKeon ed. (New York: Modem Library, 1947), especially
pp. 298ff on ethics and politics. '



45

18 Robert Dahl, "The Concept of Power," Behavioral Scientist, II, No. 2 (July 1957), 201-215

19 Frederic S. Pearson, "Netherlands Foreign Policy and the 1973-74 Oil Embargo: The Effects of
Transnationalism,” in Transnationalism as a New Force in World Politics: Impacts on International

Business, Intergovernmental Relations, and Social Policies, ed. Forest Grieves, (Pergamon, 1979), pp. 114-
138; and Peter R. Odell, Oil and World Power, (London: Penguin, 1983,7th ed.).

20 Kenneth Waltz, Man, the State. and War (New York: Columbia University Press, 1959), pp.159-223; and
Stanley Hoffmann, "Rousseau on War and Peace," Janus and Minerva (Boulder: Westview, 1987), pp. 25-51.

21 Raymond Aron, Peace and War: A Theory of International Relations, Richard Howard ahd Annette Baker,
trans. (New York: Doubleday, 1966). .

22 Kenneth Boulding, "Toward a Pure Theory of Threat Systems," ‘American Economic Review, LIII, No. 2
(May 1963), 424-434,

23 Relevant for overviews are Alfred Vagts, A History 4Qf Militarism (New York: Meridian Books, 1959) and
Samuel P, Hunﬁngton, The Soldier and the State (Cambridge: Belknap Press, 1957).

24 For the impact of domestically generated economic and military power, see Anton DePorte's analysis of
Germany's challenge to Europe's balance of power system in his MM@ME@M (New
Haven: Yale University Press, 1985, 2nd cd.).'fhe shﬁt m the balance of power in Asia toward Japan is
recounted in Alfred Whitney Griswold, The Far East policy of the United States (New York: Harcourt, Brace,
1938. ‘ |

25 This is the essence of the Leninist critique, n. 11,

~ 26 Whether change wouid arise through armed revolution or evolution is debated in Lenin's Imperialism and
centers on his attack on Karl Kautsky,'who argued that capitalism could be reformed short of violent
twerthiow. If the reforms inlstituted by Soviet Premier Mlkhall Gorbaéhev are any indication, Kautsky would
appear to have won the historical ai'gument in the long-run, even though he was politically marginalized m



the short-run. Command economies, more than market or capitalist systems, have stagnated while

perpetuating economic and political privilege, contrary to their claims.

, 27 john Maynard Keynes, Th neral Th f Employment. Interes Money (New York: Harcourt,
Brace, 1964).

28 See Kenneth Oye, ed. Cooperation under Anarchy (Princeton University Press, 1986), and Bull, The
Anarchical State, pp. 3-76.

29 Robert C. North, Nobutaka Ike, and Jan F. Triska, The World of Superpowers (Stanford: Notrik, 1985,
2nd rev. ed.); and Nazli Choucri and Robert North, Nations in Conflict (San Francisco: Fréeman, 1975).

30 Gilpin, The Political Economy of International Relations, pp. 25-74;
31 Stanley Hoffmann's provocating essays in Janus and Minerva illustrate this bias.
32 Gilpin, The Political Economy of International Relations, p. 41. . .

33 An illustration of this distinction between a model and a theory is suggested by Timothy W. Luke's

carefully crafted article that interprets Soviet economic and technological developtﬁent within a neo-Marxist -

model, suggested by the work of Immanuel Wallerstein. Timothy L. Luke, "Technology and Soviet Foreign
"Trade: On the Political Economy of an Underdeveloped Superpdwer," International Studies Quarterly XXTX,
No. 3 (September 1985), 327-353.

34 Contrast the alternative conceptions, the first realist and political, and other Marxist and economic,
respectively, of Andrew Pierre and Mary Kaldor: Andrew Pierre; The Global Politics of Arms Sales

" (Princeton: Princeton Uﬁiversity Press, 1982) and Mary Kaldor, The Baroque Arsenal (New York: » Hill and
Wang, 1981). ?

35 'Cal Clark, "The Taiwan Exception: Implications for Contending Political Economy Paradigms,”
International Studies Ouarterly, XXXXI, No. 3 (September 1987), 327-356.

46



36 See Luke, "Technology and Soviet Foreign Trade,” which attempts to interpret Soviet foreign economic
behavior in tenné of the Wallerstein model. The latter provides a partial ﬁf if only global economic su-uétures
are examined independent of a state's secﬁrity orientation. The Wallerstein approach, driven by assurhptions
based on the purpor@ behavior of capitalistic markets, slights explanation for state behavior deriving from
realist assumptions. Reliance oh a neo-Marxist model, as Gilpin suggests, skews results toward expected

behavior as a consequence of economic, ot security or geo-political, imperatives.

37 Frederic S. Pearson, "The Priorities of Arms Importing Countries," Arms Control, IX (Fall 1988), pp. 170-
185.

38 Thomas A. Callaghan, Jr., Pooling Allied and American Res uce a Credible, Collec ive
Conventional Deterrent, A Report'Prepared for the U.S. Department of Defense, Augusf, 1988. - Allied
collaboration covered a wide array of weapons, including F-4s, F-10s, F-111s, F-16s, C-130s, Hawk,
Sidewinder, and Builpup missiies, and AWACS.

39 Ihid., pp 117ff. See also Robert A. Gessert et al., Arms Exports and Weapons Cooperation in NATO:
Summary and Analysis of a Data Base (McLean, VA: General Research CorporatiOn; 1980).

40 For American postwar international economic planning, see Richard Cooper, The Economics of

Interdependence: Ecbndmig Policy in the Adantic Community (New York: McGraw-Hill, 1968), and Harold
" B. van Cleveland, The Atlantic Idea and Is Rivals (New York: McGraw-Hill, 1966).

41 Robert M. Cutler, Laure Deprés, and Aaron Karp, "The Political-Economy of East-South Military
' Transfers," ntematigﬁal Studies Quarterly, XXXXI No. 3 (September 1987) 273-299.. See also Catrina, p.
89.

42 1, William Zartman, "Soviet-Maghribi Relations in the 1980s," ‘The Limits of Soviet Power in the
- Developing World: Thermidor in the Revolutionary Struggle, Edward A. Kolodziej and Roger Kanet eds.
* (Baltimore: Johns Hopkins University Press, 1989) pp. 301-332. '

43 Luke, p. 349.

47



44 Catrina, pp. 87ff.

45 An exception appears to be the Soviet space program, Peter M. Banks and Sally K. Ride, "The Soviets in
Space," Scientific American. CCXL, No. 2 (February 1989), 32-40. In general Luke pp. 327-253, appears

correct about the over-all retarded development of Soviet technology.

46 Paul Dibb, The Soviet Union: The Incomplete Superpower (Urbana: University of Illinois, 1988, 2d
ed.), p. 278.

47 Some conceivable policy initiatives are discussed in Europe: Dimensions of Peace, ed. by Bjorn Hettne
(London: United Nations University, 1988)

48 1 ¢ Monde, October 20, 1988, p.4. (Emphasis added.)
49 Luke, p. 349.

50 U.S. Department of Defense, Foreign Military Sales and Military Assistance Facts (December, 1978), p.
17, and Jean Godard, "L'Aide américaine “a 1a France," Revue de Science Financiére, XLVII, No. 3 (July-
December 1956), 446. '

51 Id‘gm, "La Contribution alliée aux charges militaires,” Revue de Defense Nationale (April 1956), pp. 436-
445. '

52 See for example, Alan Milward, The Recon ion of Western E 1945-1951 (Berkely: University
of California Press, 1984) and Michael J. Hogan, The Marshall Plan: America, Britain, and the
Reconstruction of Western Europe, 1947-1952 (New York: Cambridge Unfversity Press, 1987).

53 Robert Kleiman, Atlantic Crisis (New York: W.W. Norton, 1964); Arthur Schlesiager, Jr. A Thousand
Days (Boston: Houghton Mifflin, 1965); Theodore Sorensoxi, Kgnnedy (New York: W.W. Norton, 1967) and

citations in n. 52.

48



49

54 John Peters, "U. S. Policy of Offshore Procurement,” Army War College, Carlisle Barracks,
Pennsylvania, 1954.

55 Through such programs as the Hawk missile (US), military helicopters (UK), and tactical missile,
transport and trainer aircraft (FRG), the French arms industry strengthened its technological base, as did their
collaborators. Kolodziej, Making and Marketing Arms, pp. 148-167.

56 On European armaments cooperations, see Creasey and May, n.1. France has been particularly successful
in using licensing arran;gémems to win foreign sales contracts with Thll'd World states. No less than other
West European states, the French are interested in strengthening their arms production capabilities in
purchasing arms abroad, Kolodziej, ibid., pp. 321-326.

57 Where foreign purchases could not be avoided -- for reasons of price, quality, alliance commitments, etc. -
offsets became normal business pracﬁée. France and Britain received offsets of 130% for purchasing
AWACS. In cotmterpoin;, the US has sought offsets from allied govei'nments, especially West Germany,
through the purchase of American arms as compénsation' for the stationing of US troops in Europe and for the

American security guaranty. Callaghan, pp. 131ff.

38 Wilfrid Kohl, French Nuclear Diplomacy (Princeton: Princeton University Press; 1971), and Michael
Harrison, Reluctant Ally (Baltimore: Johns Hopkins University Press, 198 1).

39 Andrew Pierre, Nuclear Politics (New York: Oxford University Press, 1972); John Baylis, Anglo-
American Defence Relations: 1939-1984 (London: Macmillan; 1984, 2d ed.).

60 Britain retained residual autonomy in the nuclear field by producing its own fissionable material and
designing its own bombs and warheads. John Simpson, The Independent Nuclear nge: The United States,

* Britain, and the Independent Military Am{h (London: Macmillan, 1985, 2d ed.).

61 Frederic S. Pearson, "The Question of Control in Britisﬁ Defense Sales Policy;" International Affairs
(Spring 1983), pp. 211-238. Also consult Lawrence Freedman, "British Foreign Policy to 1985: IV: Britain
and the Arms Trade," ibid. (July 1978), pp. 377-392.




62 Discussions of postwar German arms productién and sales are found in Frederic S. Pearson, "Necessary
Evil, Pefspeclivcs on West German Arms Transfer Policies,” Armed Forces & Society, XTI, No. 4 (Summer
~i986), 525-552, and "Of Leopards and Cheetas: West Germany's _Rde As a Mid-Sized Arms Sui)plier," Orbis,
XXIX (Spring, 1985), 165-181.

63 Catrina, pp. 106-107. Besides works cited inn.1, above, other relevant research on Third World military
production and exports include Renato Dagnino,"The Emergence of Military Industry in the Third World, in
World Peace and the Developing 'Counlg'g; Annals of Pugwash 1985 (London: Macrmllan, 1986), pp. 235-
248; I\/Iiguel S. Wionczek, "Growth of Military Industries in Developing Countries: Impact on the Process
of Underdevelopment," Bulletin of Peace Proposal, XVII, No. 1(1986), 47-58; Carol Evans, "Reappraising
Third World Arms Production,” Survival XXVII, No. 2 (March-April), 99-118; and Michael Brzoska, The
Impact of Arms Production in the Third Wt Q fld (Hamburg: Institut fur Poliﬁsche Wissenschaft, 1987).

64 The economic logic against exclusive permanént multifunctional clubs is presented cogently by Doublas
Dosser, David Gowland, and Keith Hartley, eds., The Collaboration of Nations: A Study of Euro
Economic Policy (Oxford: Martin Robertson, 1982), Ch. 1; see also, Ir(eith‘ Hanley, NATO Armms Co-
Operation of Ngrg'gns: A Study in Economics and Politics (London: George Allen & Unwin, 1983).

65 See Frederic S. Pearson, "European Security Policy and the Single European Act,” Paper presented at the
Annual Meeting of the International Studies Association, London, April 1989. '

66 See, for example, Gerald M. Steinberg, "Indigenous Arms Industries and Dependence: The Case of -
Israel," Defense Analysis, IT, No. 4 (December 1986), 292.

67 See William Perry and Juan Carlos Weiss, "Brazil," in Katz The Implications of Third World Military
Industrialization (Lexington: Lexington Books, 1986).

68 These incentives are reviewed in Peter Wallensteen, et al., Global Militarization (Boulder: Westview,
1985) and in Kolodziej, "Whither Modernization and Militarization?" pp. 206-232. Sec also Carol Evans.

50




51

69 For an over-all evaluation of Indian arms production and techno-seientific policies, consult Thomas,
Indian Security Policy, especially pp. 195-274. For recent comr’néntary, see Sanjoy Hazarika, "India Plans to
Increase Arms Imports and Exports.” New Ygrk Times, February 5, 1989. On China, see Cutler, et al., p.
291. ’

70 patrick Morgan makes this useful distinction in his discussion of nuclear deterrence. It is applicable also
as an explanation of the arms production and export behavior of states. See Patrick Morgan; Deterrence

(Berkeley: Sage, 1982,2d ed.).

7L Simitar threat definitions characterized the military/industrial transformation of European and Asian
powérs and the Umted States in the 19th and 20th centuries. Leaders as diverse as The_odore Roosevelt and
Woodrow Wilson, and those in the French Fourth Republic and the Gaullist Fifth Republic, were agreed on
the necessity to affect the global balance of power and promote autonomous military and economic
capabilivties\that could be applied to such balances to favor their nation's interests. For the United States,
consult Robert E. Osgood, Ideals and Self-Interest in American Foreign Policy (Cambridge: Harvard
University Press, 1953); for France, sce Edward A. Kolodziej, French International Policy under m Gaulle
and Pompidou: The Politics of Grandeur (Ithaca: Comell University Press, 1974).

72 Katz, Understanding Arms Production in Developing Countries, pp. 4-5.

73 Anexcellent paper that traces the strategic and economic factors underlying Brazilian arms production is
Renato Dagnino and Domicio Prdcnca, Jr., "Arms Production and Technological Spinoffs: The Brazilian

Aeronautics Industry," (mimeo.)
74 Ibid., .8
75 See n. 69.

76 Andrew L. Ross, "The International Arms Trade and Arms Acq_uisil:ion in the Developing World: Arms

Imports and Local Defense Production," Institute of Southeast Asian Studies, Singapore, Séptember 29

(mimeo.).



&

52

77 See Steinberg and Kleiman, cited above.

78 See Mark M. Nelson, "Israel's Arms Industry is under Fire from Cheaper Imports, Closed Markets," Wall
Street Journal, December 17, 1987.

79 Alex Mintz and Michael D. Ward, "The Political Economy of Military Spending in Israel,” American
Political Science Review, LXXXTIII No. 21 (June 1989), 521-534.

80 . S. Arms and Disarmament Agency, World Military Expenditures and Arms Transfers (Washington,
D.C.: Government Printing Office, 1988), pD- 96 and 105.

81 Arthur Stein, Forces of Circumstance; Structure and Choice in Inmugngl Relations (Ithaca: Cornell
Umversnty Press, 1989).

82 See, for example, Mark A. Lorell, Multinational Development of I.arge Aircraft (Santa Monica: Rand,

1980).

83 Kolodziej, Making and Marketing Arms pp. 148-167.
84 Catrina, p. 94.

85 Brzoska and Ohlson, pp. 282-286.

86 Andrew L. Ross, Arms Production in Developing Countries: Th ntinuing Proliferation of

_ g:ghveng'gn@ Weapons, No. N-1615-AF, Rand Corporation Note (Santa Monica: Rand, 1981), pp. 16-19.

These data have been updated by reference to Stockholm Intemauonal Peace Research Insutute (SIPIR) Wor

Armamgng and Dlmameng SIPRI Year@k 1974, pp. 250-258. Idem, Yearbook 1980, pp. 168-173 (New
York: Crane, Russak and Company, 1980).

87 SIPRI, World Armaments and Disarmaments: 1978 (New York: Crane, Russak, 1978). pp. 238-253, for
1960. For 1985, Ihtemational Institute for Strategic Studies, Military Balance: -1986 (London: IISS,

1985).




88 Western European Union, Assembly of Western European Union, Defence Ing‘ ustry in Spain and Portugal,
-Document 1161, November 7, 1988, p.9.

89 Steinberg, p. 304.

90 Stephanie Neuman forcefully makes the point about stratification, although the static character of this
structure may be overdrawn if one projects forward the success of the developing states and the advanced
countries of the European Community in challenging superpower hegemony in selling arms and military

technology. See Neuman, "International Stratification,” n.1.
91 eonard S. Spector, Nuclear Proliferation Today (New York: Vintage, 1984).
92 Arthur Alexander, "U.S. European Arms Collaboration and Trade,” (Santa Monica: Rand, 1988), p.8.

937 acques Mitterand, The French President's brother, later became head of Aérospatiale, Frahce's leading

nationalized aerospace firm. Aérospaﬁale depends on fbreign arms sales for hal_fof its business turnover. For -

a review of French arms commercial policies, consult Edward A. Kolodziej, Making and Markgﬁng of Arms,

Interview, 1978.
94 U. S. Foreign Broadcast Information Service, September 14, 1982, p. K1.

95 For an overviev;; of commemializaﬁdn; see Michael T. Klare, "The State of the Trade: Global Arms
Transfer Pattcmvs in the 1980s," Jour.nal of International Affairs, XL., No. 1 (Summer 1986), 1-21 and "The -
Arms Trade: Changing Patterns in the 1980s, Third World Quarterly, IX, No. 4 (October 1987) 1257-1281.
Also, ns. 38, 61, and 62. ‘

96 Kiare, Third World Quarterly, p. 1275.

97 R1chard E. Gnmmett, Trends i in Conventional Arms Transfer to the Third World by Major Sugpher, 1978-
1985 (Washington, D. C.: Congresswnal Research in Servicer, May 15, 1986), p. 30.

98 ‘Michael Brzoska, "The Erosion of Restraint in West German Arms Transfer Policy.”

53.




54

99 Grimmett, pp. 1-13.

100 Mlchael Brzoska and Thomas Ohlson, "The Trade in Major Conventional Weapons," in SIPRI, World
Armaments and Disarmaments: SIPRI Xcarbm k 1985 (New York: Oxford University Press,1986), p. 336.

101 Michael Brzoska and Thomas Ohlsbn, Armg Transfer to the Third World, 1971-1985 (London: Oxford

University Press, 1987), pp. 59-101. Brzoska and Ohlson list only 26 countries, but the later and
authoritative WEU study, Defence Industry in Spain and Portugal, cites 37 developing countries to which
Spain has sent arms between 1970 and 1986, including 13 Latin and Central American countries, p. 9.

102 Cutler, p. 278

103 1hig., pp. 278-280. Cutler also cites a Wharton School study that estimates Soviet hard currency sales

sli_ghtly lower at 75 percent, but in both cases, the proportion of hard vcurrency sales is high.

104 Richard F. Grimmett, Trends in Convention:. fe eThird rd’b jor Supplier
1980-1987 (Washington, D. C.: Congressional Research Service, May 9, 1988), pp. 56-57

- 105 Ibid.

106 1bid., pp. 4647

" 107 Brzoska and Ohlson, p. 30.

108 Grimmett, Trends, 1980-87, pp. 51 and 61.

. 109 Kolodziej, Mak_ing and Marketing Arms, pp. 307-309.

110 Grimmett, Trends. 1980-1987, p. 57. Superpower arms lransfers agrecment or orders were well below the
70 percent height for the 1980s. Ibid., pp. 4647.

111 promising efforts to reintroduce rigor in this regard include, inter alia., Mintz and Ward, n. 79; Alex

Mintz, "Arms Imports As an Action-Reaction Process: An Empirical Test of Six Pairs of Developing




55

States," International Transactions, XII, No. 3, 229-243; and Frederic S. Pearson, "The Correlates of Arms
Importation,” Journal of Peace Research, XX VI, No. 2 (May 1989), 153-164; and Sanjian, n. 2.

112 §ee Alexander George, et al., eds., U.S.-Soviet Security Cooperation (New York: Oxford, 1988), and
Kolodziej and Kanet, eds., The Limits of Soviet Power in the myeloping World, especially pp. 3-61, 397-

462.




	The Political Economy of Making and Marketing Arms A Test for the Systemic Imperatives of Order and Welfare
	Recommended Citation

	tmp.1651160882.pdf.0P0FA

