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Trends in arms trade since the end of the Cold War – a comparison of Czech 

and Swedish arms exports in the years 1993-2012. 

 

Abstract 
 

The Czech Republic and Sweden have historically been prominent producers and exporters of 

arms. The end of the Cold War has, however, changed the global patterns of arms trade. The 

aim of this thesis is to compare the trends in arms exports of the two countries in the years 

1993-2012. The method involves a combination of a quantitative analysis aimed at examining 

how arms exports correlate to national product and military expenditure, and a qualitative 

analysis for an in-depth examination of the different sectors that the exports were composed 

of. The results show weak or non-existent correlations between the arms exports and the 

mentioned macroeconomic variables, with a general upward-pointing trend for Sweden and a 

general downward-pointing trend for the Czech Republic. Analysis by sector suggests that the 

Czech defense industry suffered greatly from the turbulent period that followed the end of the 

Cold War, thus also negatively affecting the country’s exports. The Swedish defense industry 

has not been affected to the same extent and the exports seem actually to have benefitted from 

reductions in the size of the armed forces. The fact that the export trends have been very 

volatile and do not show much correlation to economic variables suggests a certain degree of 

unpredictability, both due to external events and to the inconsistency of defense policy. 
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1. Introduction  
 

The end of the Cold War marked a turning point in the global balance of power and thereby 

also in the defense policies of both the major and minor powers. As could be expected, the 

changes to the military structures that followed were reflected in the demand, supply, and 

trade of military products. In Europe, the end of the Cold War was just the beginning of a 

series of developments that within a decade diametrically transformed large areas of the 

continent. In Central Europe the countries of the former Warsaw Pact found themselves in a 

completely new situation strategically, politically and economically. In Western Europe, the 

changes manifested themselves in the reductions of the domestic military forces. 

The changed political situation spilled over to affect the defense industries in many countries. 

It also greatly affected arms trade. The countries which had previously conducted large scale 

arms production and trade had to adapt to the new realities. This thesis is concerned with the 

arms exports in two countries which both had to reassess their military policies following the 

end of the Cold War. The countries which are subject to the comparison - the Czech Republic 

and Sweden - have not been chosen arbitrarily. In many respects, they are quite comparable; 

the countries are rather small and with a similar population size. Most importantly, both have 

a history of arms exports that are clearly out of proportion with their relatively small sizes.   
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1.1 Aim 
The main aim of this thesis is to compare and interpret the trends in Czech and Swedish arms 

exports in the years 1993-2012. The comparison will serve as a background for an 

examination of similarities and differences.  

 

1.2 Methods 
The core of this thesis builds upon a combination of qualitative and quantitative approaches in 

analyzing similarities and differences between the two countries. The first part of the analysis 

will focuses on investigating patterns in the available arms exports data, specifically by 

relating it to the national product and military expenditure. This part is meant to show what 

the export trends have been and, to some extent, whether they can be explained through some 

underlying statistical relationship to macroeconomic variables. This quantitative analysis will 

make use of econometric tools, mainly a standard regression analysis, to discern what impact 

the chosen variables have had on the arms exports.  

The next step in the analysis will make use of qualitative approach to look deeper into the 

trends, sometimes on a year by year or contract by contract basis, in order to tie the numbers 

to real world events. The information thus obtained will be used to deduce why the two 

countries’ exports have been behaving in a particular way and how they compare to each 

other.   

In terms of structure, this thesis begins with a theoretical background exploring the interaction 

between defense and economics, aimed at clarifying the economic mechanisms governing 

arms exports.  Thereafter a short description of the two countries will follow; their history, 

economic situation, military capacity and defense industry, all with the aim of setting the 

stage for the later analysis and comparison. A quantitative and qualitative analysis, as per the 

above, will then follow to examine the trends in the arms exports. Finally, a discussion will 

make sense of the findings and pave the way for conclusions. 
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1.3 Sources 
The theoretical background builds upon literature mainly in the field of defense economics. 

The country background is taken from general and easily accessible library sources, including 

the continuously updated online resource the CIA World Factbook
1
.  

The statistical series are taken from the Stockholm International Peace Research Institute 

(SIPRI), an independent body dedicated to research on conflict, armaments, arms control and 

disarmament
2
, and an often quoted source of military expenditure and arms transfers’ data

3
. 

 

1.4 Research limitations  
The time span in focus stretches through the years 1993-2012. This may seem rather limited 

given the assertion that the analyzed countries had in fact been prominent arms exporters 

during the Cold War or even before it. Although an inclusion of the Cold War years would 

definitely be interesting, it would create a much too broad topic and would also have to deal 

with the problem of the pre-1993 era when the Czech Republic did not exist as an 

independent country but was a part of then Czechoslovakia. For these reasons the analysis 

will be confined strictly to the post-1993 years.  

It should also be pointed out that the thesis does not go particularly deep into the details of 

what has actually been exported, nor to the reasons of why a particular deal has been agreed 

upon. Thus, technical properties of products are of no concern here. Similarly, little attention 

is paid to the politics connected with arms trade and with the particular deals. The main focus 

is to recognize the trends and facts at a macro level and infer some general, rather than deal-

specific, conclusions. 

The thesis will also only deal with what SIPRI describes as major conventional weapons. This 

excludes nuclear, biological and chemical weapons and also small arms and light arms
4
. The 

reason for this is that data for these weapons systems is not covered by the SIPRI databases. 

Thus, although the analyzed states may have been exporting for example assault rifles and 

machine guns, these items will not be taken into consideration. This should however not be a 

                                                           
1
 CIA World Factbook, https://www.cia.gov/library/publications/the-world-factbook/  

2
 Stockholm International Peace Research Institute (SIPRI), http://www.sipri.org/about 

3
 Brzoska, M. (1995). “World Military Expenditures”. In Hartley, K. & Sandler, T. (red.) (1995). Handbook of 

defense economics. Vol. 1. Amsterdam: North Holland, p.61. 
4
 SIPRI, http://www.sipri.org/databases/armstransfers/background/coverage  

https://www.cia.gov/library/publications/the-world-factbook/
http://www.sipri.org/about
http://www.sipri.org/databases/armstransfers/background/coverage
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very dramatic drawback, as it can be assumed that the unit prices of small arms are usually at 

a substantially lower level than those of the major weapons systems. 

Finally, a limitation of this thesis is concerned with the reliability and consistency of the data 

used. In order to keep the data as consistent as possible, it was preferable to take or calculate 

it from one source, in this case the SIPRI databases. However, it is an inevitable fact that 

statistics of different countries may differ in regard to the way there are obtained, for example 

due to differences in accounting methods, currency conversion, or inflation records
5
. This 

thesis will not attempt to verify the available data, but rather take it at face value. This 

presents a limitation in the reliability of the data, as well as possibly causing inconsistencies 

in the comparison. The verification of available data and tracing its source would, however, 

be far outside the scope of this work. One way of easing this problem has been achieved by 

analyzing the relative trends, rather than the absolute numbers. 

  

                                                           
5
 Brzoska, M. (1995). p.52-5 
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2. Theoretical background 
 

The below chapter provides a theoretical background to the relationship between defense and 

the discipline of economics, and places arms exports within the broader concept of defense. 

The aim is to show that arms exports, and indeed defense itself, are greatly influenced by 

economic considerations and can possibly be explained by these. This will prepare for the 

subsequent quantitative analysis which investigates the export patterns of the Czech Republic 

and Sweden in relation to selected macroeconomic variables. 

 

Defense economics 

Arms exports may seem like a straightforward concept, yet it is one which is dependent on 

several mechanisms. The arms industry in general and arms exports in particular are an 

integral part of a country’s defense policy. In order to fully understand and analyze the 

concept of arms exports, it must be within the larger concept of defense. The field of research 

which contends with question as the above and lies at the intersection of military studies and 

economics is known as defense economics. It is the application of tools of economics to the 

study of defense and defense-related topics
6
. 

 

Defense as an economic concept  

Defense is what in economics is called public good. This implies that it is indivisible, does not 

exclude anyone from its use, and is non-rival in consumption, meaning that one consumer’s 

usage does not prevent someone else from also using it
7
. This distinguishes it from a private 

good, which exists only to benefit the individual who buys it. Due to the nature of a public 

good, it is impossible for the producer to preclude any members of the society the use of the 

good; once produced the benefits of the good will be gained by all.  

This non-exclusiveness of a public good makes production of it socially desirable, but it also 

creates a problem. As it is impossible to exclude anyone from the usage of the produced good, 

any rational individual will wait for someone else to bear the cost of the production of the 

                                                           
6
 Hartley, K. & Sandler, T. (ed.) (1995). Handbook of defense economics. Vol. 1. Amsterdam: North Holland, p.3 

7
 Kennedy, G. (1975). The economics of defence. London: Faber & Faber, p.40 
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good, hoping to take advantage of the benefits of the final product. This phenomenon, the so-

called free rider problem, implies that in a free market economy, public goods would simply 

not be produced. No individual would be willing to bear the full costs of producing goods, 

which other people will be able to consume for free.  

There are, however, a few goods which societies have considered necessary to produce for the 

collective well-being
8
. If left to the free market mechanisms such goods would never be 

produced or be produced in insufficient amounts. This makes it necessary to have an actor 

who is willing to bear the cost of producing the public good. Usually, this actor is the 

government. 

The idea that a government is necessary in the production of defense is a well-established one 

and even Adam Smith, although otherwise a prominent proponent of the free market, agreed 

that as defense is a public good, the government is necessary to provide the society with 

sufficient amounts of it
9
. In summary thus, the society creates a demand for defense, while the 

government supplies it.  

Besides being a public good, defense has another important property. It is an unproductive 

sector, or in other words, a burden on a nation’s resources
10

. A way of expressing this burden 

on a country is by comparing it with the national product, usually as a percentage of the 

GDP
11

. A state makes the choice of what it wants the size of the defense burden to be, but - 

and this is where the economics of defense becomes very noticeable - it can never have more 

defense than what the national resources can provide it with. Defense will therefore by 

necessity be linked to the economic status of a nation. 

The amount of national resources spent on defense is called defense spending, but in this 

thesis it will be more suitable to speak of military spending. The terms “defense spending” 

and “military spending”, although related, carry a slightly different meaning and should be 

kept apart. Defense spending includes military spending and, additionally, spending made on 

other defense or security-related activities
12

, such as for example civilian defense or some 

research and development projects that can have both military and civilian applications. 

Military expenditures involve the spending done by the state (through the Ministry of 
                                                           
8
 Kennedy, G. (1975), p.38-9. 

9
 Ibid. p.25-6, 38-9. 

10
 Ibid. p.58, 179 

11
 Ibid. p.59 

12
 Kr , M. et al ( 000). Military expenditure during and after the Cold War, Prague: Institute for International 

Relations. 2000, p.58-9. 
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Defense) on the military force proper
13

. Although states are free to adopt their own definitions 

of what they consider to be military expenditure
14

, the definition used in this work will, for 

the sake of consistency, be the one used by SIPRI. This includes expenditure on the armed 

forces, defense ministries, procurement, military research and development and military aid, 

but excludes civil defense
15

.  

What determines the military expenditure? Current policy is of course a major determinant, 

meaning that the state will pay for as much defense as it at a certain moment in time finds 

necessary. As mentioned above, however, economic considerations do place a constraint on 

what can be achieve and it is relevant to examine to what extent the policy of military 

spending follows other macroeconomic variables. A natural place to start looking for a 

relationship is the national product: does improved economic performance lead to higher 

military expenditures? An increased national product naturally creates more resources that can 

be used for defense. Whether increased GDP actually increases defense spending is, however, 

not at all clear and seems more subject to policy considerations than a simple statistic 

relationship. Earlier studies have shown that there is no universal relationship between 

national product (GDP) and military expenditures
16

. One conclusion that can be drawn from 

these studies is that the relationship between the economic performance and military 

expenditures varies from state to state and it is thus necessary to examine each country on a 

case to case basis. 

 

The production of arms 

The government is not the sole actor in the production of defense. The state orders products 

and services from the defense industry, a collective name for the firms and other actors who in 

some way contribute to the provision of a national defense
17

. The defense industry will 

include actors necessary for reaching a level of self-sufficiency in arms production in the case 

of a conflict. Conversely, these industries are in part dependent on defense spending for their 

                                                           
13
 Kr , M. et al (    ), p.59 

14
 Brzoska, M. (1995). p.48 

15
 SIPRI Definition of military expenditure, 

http://www.sipri.org/research/armaments/milex/milex_database/definitions 
16

 Kennedy, G. (1975), p.72-4 
17

 Ibid. p.112 

http://www.sipri.org/research/armaments/milex/milex_database/definitions
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well-being
18

. Arms producers are the part of the defense industry concerned with the 

production of weapons systems. Government procurement (the ordering and buying of 

domestically produced arms by the government) has been and still is the main cause of arms 

being produced
19

.  

 

The export of arms 

The important characteristic of arms exports is that they differ from regular private sector 

exports in that they are highly influenced by the government. A private civilian firm will 

make its choice of what to produce based on the conditions of the market. If selling the 

products to foreign buyers is more profitable than selling them at home, the firm will become 

an exporter; the decision is the prerogative of the firm itself. The case with arms production is 

different. In this sector the questions of what is exported, in what quantities and to whom is 

very much a government concern
20

. 

There are many reasons as to why a country would export arms. Some are political, involving 

the desire to exercise power over the recipients through arms trade, a phenomenon 

particularly noticeable during the Cold War, but certainly present even today
21

. Some reasons 

are strategic and include the maintenance of a domestic defense base
22

. Some are economical, 

such as the employment in a domestic defense industry
23

.  

Due to the political nature of arms trade, individual deals can involve much more than just an 

exchange of goods for money. A common practice connected to arms deals are offsets - 

agreements made between the exporter and importer in which the exporter, in exchange for 

the importer agreeing to buy the product, makes concessions which would economically 

benefit the importer in some other field
24

. This can involve a deal that is related to the product 

being traded (a so called direct offset
25

 - for example, the concession that parts of the product 

                                                           
18

 Dunne, J.P. (1995). “The Defense Industrial Base”. In In Hartley, K. & Sandler, T. (red.) (1995). Handbook of 

defense economics. Vol. 1. Amsterdam: North Holland, p.401 
19

 Stohl, R.J. & Grillot, S. (2009). The international arms trade. Cambridge: Polity, p.77-8 
20

 Stohl, R.J. & Grillot, S. (2009). p.16-17, 44 
21

 Ibid. p.525 and Stohl, R.J. & Grillot, S. (2009). p.47-8. 
22

 Ibid. p.18 
23

 Anderton, C.H. “Economics of Arms Trade”. In Hartley, K. & Sandler, T. (ed.) (1995). Handbook of defense 

economics. Vol. 1. Amsterdam: North Holland, p.544. 
24

 Stohl, R.J. & Grillot, S. (2009), p.46 
25

 Hartley, K. (1995). “Industrial Policies in the Defense Sector”. In Hartley, K. & Sandler, T. (ed.) (1995). 

Handbook of defense economics. Vol. 1. Amsterdam: North Holland, p.481. 
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will be produced in the recipient country, thereby fuelling the local economy), or one that has 

no relation with this product (a so called indirect offset
26

 - for example the pledge to import 

some other good from the recipient country, or the pledge to invest in its home market). 

Offsets can play a very important role, sometimes exceeding the value of the original arms 

deal. As an example, the Swedish export of 14 JAS39 Gripen fighter aircraft to Hungary in 

2005 carried with it an offset worth 110% of the price of the planes themselves and including 

exports of Hungarian products to Sweden, as well as the investments of Swedish companies in 

Hungarian industry
27

. 

  

This chapter has provided a short theoretical background to defense economics. Given that 

arms exports are affected by economical considerations on a macro level, an analysis of their 

relationship to macroeconomic factors may explain why the export trends behave in certain 

ways. The quantitative analysis of this thesis will focus on how the arms exports of the two 

analyzed countries correlate to the overall performance of the economy and to what is spent 

on the military. Before embarking on this analysis, however, a short background to the 

countries in focus will be given.   

  

                                                           
26

 Ibid, p.481 
27

 Stohl, R.J. & Grillot, S. (2009), p.46 
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3. Country description 
 

3.1 The Czech Republic 
The facts in this section are taken from the CIA World Factbook, unless stated otherwise

28
. 

The Czech Republic is a parliamentary democracy located in Central Europe and bordered by 

the Federal Republic of Germany, the Republic of Poland, the Slovak Republic and the 

Republic of Austria. It has an area of 78,867 km
2
 and is home to 10.1 million inhabitants. It 

has no access to a sea or any major waterway. The country is a mixture of rolling hills and 

plains. The country occupies a strategically attractive location in the very center of Europe.  

The Czech Republic is a market economy and a member of the European Union since 2004. 

Exports make up a large part of the national income (the total value of exports amounts to 

USD 134.1 billion). The 2008 crisis struck the Czech economy hard through a greatly reduced 

demand for Czech exports.     

The 2012 GDP at the official exchange rate amounted to USD 193.5 billion. The GDP per 

capita in the same year amounted to USD 27,200.  

 

Historical overview 

The state of Czechoslovakia was formed following the collapse of the Austro-Hungarian 

Empire at the end of the First World War in 1918. The country was occupied by Nazi 

Germany shortly before the Second World War and would after the war’s end fall into the 

Soviet Communist sphere of influence. The collapse of Communism in Europe in 1989 led to 

a peaceful revolution in Czechoslovakia at the end of that year, resulting in democratic rule 

and the transition to market economy. The official end of the already collapsed Warsaw Pact 

came on July 1
st
, 1991, after which Soviet troops began their retreat from Czechoslovakia and 

the other former allied states
29

. The federal state of Czechoslovakia lasted until January 1
st
, 

1993, when it peacefully split up into the Czech Republic and the Slovak Republic. The 

Czech Republic joined the NATO in 1999 and the European Union in 2004. 

 

                                                           
28

 CIA World Factbook, https://www.cia.gov/library/publications/the-world-factbook/geos/ez.html  
29

 Francev, V. (2012). Ceskoslovenske tankove sily 1945-1992. Praha : Grada Publ., p.165. 

https://www.cia.gov/library/publications/the-world-factbook/geos/ez.html
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Military 

As one of the successor states to Czechoslovakia, the Czech Republic took over a part of the 

Czechoslovak army, which prior to the fall of the Communist regime in 1989 counted 

approximately 200 thousand soldiers and over 4000 tanks
30

. When Czechoslovakia split in 

1993, a deal was struck that the available military equipment will be divided at a 2:1 ratio in 

favor of the Czech Republic (there would be two units acquired by the Czech military for 

every unit acquired by the Slovak military)
31

.  

Today, the Army of the Czech Republic has two services: the Land Forces and the Air Forces. 

Due to the country’s landlocked location, there is no navy. The size of the personnel has been 

decreasing steadily since the fall of Communism and the break-up of the federation. From a 

total of 38,049 employed servicemen and 68,630 conscripts in 1993, the number is now down 

to 21,733 employed servicemen and no conscripts in 2013
32

. Conscription was officially 

abolished in 2005 and the armed forces are fully professional
33

. The military expenditures 

range at about 1.1% of the GDP in 2012
34

.   

 

The defense industry 

The Czech defense industry has a long tradition and its origins date back to the time when the 

Czech lands were still under the suzerainty of the Austro-Hungarian Empire (a Skoda plant in 

Plzen was for example made operational in 1889)
35

. In the 1930s Czechoslovakia held a 

position of one of the largest arms exporters in the world, with a 13% share of the total global 

arms exports
36
. The country’s dominant position continued after the Communist takeover and 

incorporation into the Eastern Bloc in 1948 – during the Cold War it was the second largest 

arms producer in the Warsaw Pact
37

 after the Soviet Union. A large part of the production 

consisted of Soviet equipment produced on a license, including fighter aircraft and tanks, but 

there were also domestic Czechoslovak designs. Czechoslovak exports going predominantly 

                                                           
30

 Francev, V. (2012), p.165 
31

 Ibid. p.170 
32

 Ministry of Defence & Armed Forces of the Czech Republic, http://www.army.cz/scripts/detail.php?id=51638  
33

 Ibid. http://www.army.cz/scripts/detail.php?id=5762  
34

 SIPRI Military Expenditure Database. http://www.sipri.org/research/armaments/milex/milex_database  
35
 Kr , M., Šelešovský, J., Ivánek, L. (2004). Ekonomiczne aspekty rozwoju produkcji zbrojeniowej 

Czechosłowacji i Republiki Czeskiej w latach 1918-2000, Warszawa: Akademia obrony narodowej, p.31. 
36

 Kurinia, S., Kr , M., Balcerowicz, B., et al (2000).  ko o ika bezpiecze stwa pa stwa   e  iej wielko ci   

teoria i praktyka. Warszawa ; Brno : Akademia Obrony Narodowej, p.184 
37

 Ibid. p.184 

http://www.army.cz/scripts/detail.php?id=51638
http://www.army.cz/scripts/detail.php?id=5762
http://www.sipri.org/research/armaments/milex/milex_database
http://www.google.cz/search?hl=sv&tbo=p&tbm=bks&q=inauthor:%22Jan+%C5%A0ele%C5%A1ovsk%C3%BD%22&source=gbs_metadata_r&cad=2
http://www.google.cz/search?hl=sv&tbo=p&tbm=bks&q=inauthor:%22Ladislav+Iv%C3%A1nek%22&source=gbs_metadata_r&cad=2
http://www.worldcat.org/search?q=au%3AKurinia%2C+Stefan.&qt=hot_author
http://www.worldcat.org/search?q=au%3AKrc%CC%8C%2C+Miroslav.&qt=hot_author
http://www.worldcat.org/search?q=au%3ABalcerowicz%2C+Boles%C5%82aw&qt=hot_author
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to its Warsaw Pact allies, as well as to friendly Third World countries, kept the country firmly 

among the top world exporters
38

.  

The fall of Communism led to massive changes that have also affected the defense industry 

and arms exports. The fall of demand for arms following the dissolution of the Warsaw Pact 

and the new political and strategic situation led to massive cuts in arms production
39

. The 

process was complicated even more after the break-up of Czechoslovakia, as the production 

in the Czech and Slovak parts was in many respects complementary
40

. The Czech side kept 

large parts of the aircraft production and more sophisticated weapon systems, whereas 

Slovakia retained the heavy industry of mainly tanks and armored vehicles
41

.  

 

3.2 Kingdom of Sweden 
The facts in this section are taken from the CIA World Factbook

42
, unless stated otherwise.  

Sweden is a constitutional monarchy located in Northern Europe between Finland and 

Norway and bordered by the Baltic Sea, Gulf of Bothnia and the straits of Kattegat and 

Skagerrak. It has an area of 450,295 km
2
. With its long coastline of over 3,200 km the country 

has historically been a major actor in the Baltic Sea. Of particular strategic importance are the 

Southern parts overlooking the seaways linking the Baltic with the North Sea. The terrain is 

predominantly characterized by flat and gently rolling lowlands with a chain of mountains 

extending in the West along the border with Norway. The population is approximately 9.1 

million.  

The country has operated its particular brand of a mixed economy, combining capitalism with 

a highly developed welfare system and a traditionally large public sector. It has been a 

member of the European Union since 1995. Exports, spread over a number of recipient 

countries both in Europe and beyond, make up a large part of the national income (the total 

value of exports amounts to USD 177.6 billion). The economy went into recession following 

the 2008 crisis as the demand for Swedish exports slumped, but has been recovering since 

2010.  

                                                           
38

 Kurinia, S., Kr , M., Balcerowicz, B., et al (2000), p.184 
39

 Ibid. p.185-6 
40

 Ibid. p.186-7 
41
 Kr , M. et al (    ), p.   

42
 CIA World Factbook . https://www.cia.gov/library/publications/the-world-factbook/geos/sw.html  

http://www.worldcat.org/search?q=au%3AKurinia%2C+Stefan.&qt=hot_author
http://www.worldcat.org/search?q=au%3AKrc%CC%8C%2C+Miroslav.&qt=hot_author
http://www.worldcat.org/search?q=au%3ABalcerowicz%2C+Boles%C5%82aw&qt=hot_author
https://www.cia.gov/library/publications/the-world-factbook/geos/sw.html
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The country is rich in natural resources, particularly timber, hydropower and iron ore, which 

have been extracted and processed for export.  

The 2012 GDP at official exchange rate was USD 520.3 billion. The GDP per capita in that 

year was USD 41,700.  

 

Historical overview 

Although it was a regional military power during the 17
th

 century, Sweden has not been in a 

war since 1814
43

. The country maintained armed neutrality during the First and Second World 

Wars. The neutrality policy would continue throughout the Cold War, when the pillar of the 

Swedish security policy was based on an official doctrine of “non-participation in alliances in 

peacetime aiming at neutrality in wartime”
44

. In order to give credibility to this doctrine it was 

seen as an imperative to keep a strong domestic military industry, supposed to present Sweden 

with self-sufficiency in military equipment, and a large military force based on conscription
45

. 

Following the end of the Cold War, the country has gradually abandoned its policy of 

neutrality in favor of greater international cooperation and pledges of solidarity with in 

particular the states of the European Union
46

.  

 

Military 

There are three services in the Swedish Armed Forces: the Army, the Royal Swedish Navy 

and the Swedish Air Force. Military service is voluntary, and the armed forces are fully 

professional. Compulsory military service was abolished in 2010
47

, a reform strongly related 

to the general reorganization process started in the early 199 ’s aimed at switching over from 

                                                           
43

 Regnier, E. (   4). “Neutrality within the EU: Challenging the Swedish Identity”. In Perspectives on Business 

& Economics, Volume 22, 2004. Sweden: The Model Welfare State Meets The Future. Lehigh University 

Martindale Center.  p.66 
44
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a territorial to a mission-based defense
48

. The territorial defense was no longer considered a 

necessity in view of the changed political situation
49

. In line with this reorganization, the size 

of the Swedish armed forces has been rapidly falling. Since 1992, the army has decreased 

from 29 to brigades to 7 battalions, the navy from 40 to 11 warships, the air force from 27 to 4 

divisions
50

.  

As of 2011, the Swedish standing forces comprise of 32,600 employed servicemen
51

. Apart 

from the standing forces, Sweden also possesses a Home Guard of locally recruited volunteers 

who are able to perform local supporting operations
52

. The Home Guard comprises 22,000 

such volunteers
53

. This brings up the total number of armed forces personnel to 54,600.  

In 2012, the military expenditures amounted to 1.2% of the GDP
54

.   

 

The defense industry 

Just as the Czech Republic, the Swedish defense industry has longstanding traditions. The 

industry has relied on a number of well-known firms and conglomerates, as for example 

Celsius (including Bofors) specializing in infantry weapons, missiles and sensors, Saab AB 

(aircraft and guided missiles), or Hägglunds Vehicle AB (armoured vehicles)
55

.  

The defense industry’s main role was to provide a solid industrial base and a great degree of 

self-sufficiency, which would in turn act as a deterrent and give credibility to the Swedish 

policy of neutrality during the Cold War
56

. The end of the Cold War led to a great downsizing 

of the armed forces leading to great falls in government procurement of arms
57

.  

As the Swedish defense industry has during the Cold War been aimed at achieving self-

sufficiency and was for this reason heavily subsidized
58

, it developed several weapons 
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systems of very high quality. The country has produced its own fighter aircraft, among which 

the newest one, the JAS39 Gripen, has been the most expensive Swedish development project 

to date
59

. Apart from this, the Swedish navy industry, with a special mention to the submarine 

production (a new submarine class had been produced in each decade of the Cold War
60

) has 

likewise provided the country with a modern navy. 

 

3.3 The Czech and Swedish arms exports 1993-2012 
The below graphs show the Czech and Swedish arms exports with the year on the x-axis and 

the SIPRI value of the total arms exports concluded in each year on the y-axis. The value is 

given in millions of US dollars at 1990 prices.  

 

Arms exports – Czech Republic 

 

Graph showing the development of total Czech arms exports (small arms excluded) in the years 1993-2012. 
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Arms exports - Sweden 

 

Graph showing the development of total Swedish arms exports (small arms excluded) in the years 1993-2012. 

 

 

A quick visual assessment suggests that whereas the Swedish exports have been showing a 

general upward trend, the Czech exports have been in decline. It will now be up to the next 

step of the study to determine whether these trends can be explained by selected 

macroeconomic variables.  
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4. Quantitative analysis – regression analysis of the export trends 
 

As suggested in the theory chapter, two factors of particular interest in defense economics are 

the national income and the military expenditure. For this reason it would be highly relevant 

to examine whether there is a relationship between the arms exports and these variables. The 

idea behind this is to test if changes in any of these macro variables explain the development 

of the arms exports. This will be carried out using the statistical tool known as regression 

analysis.  

 

4.1 The simple linear regression model 
A regression model is an econometric tool used to describe the relationship between variables. 

A simple regression involves only two variables, one independent (explanatory) variable and 

one dependent (explained) variable
61

.  

A simple regression will give a relationship where the dependent variable is expressed as a 

function of the independent variable. In a simple linear regression, this function will have the 

form of y = a + bx, where y is the dependent variable, x is the independent variable, b is the 

magnitude with which a variation in x influences y (slope of a regression line), and a is a fix 

coefficient which does not vary with x (the y-intercept in a linear graph)
62

. 

Although a regression analysis will always produce some value for both a and b, the more 

interesting statistic in this case is the coefficient of determination, denoted R
2
, which 

represents the proportion of the variance in the data that has been explained by the use of the 

calculated equation
63

. In other words, it is a way of showing how well changes in the 

independent variable explain the changes in the dependent variable in the regression model 

that has been estimated
64

. The closer this statistic is to 1, the better the model fits the data and 

there is thus a stronger relationship. 
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The statistics software used to perform the following regressions is the freely downloadable R 

Project for Statistical Computing
65

. 

 

4.2 The variables 
The aim of the present regression analysis is thus to examine whether there is a correlation 

between arms exports on the one hand, and either the national product or the military 

expenditure on the other hand. The data used for this will be time series of annually recorded 

observations. The variables to be used and their sources are as follows: 

 Arms export volumes – The arms exports data is taken from the SIPRI arms transfers’ 

database
66

.  

 Military expenditure – The data on military expenditure is taken from the SIPRI   

military expenditure database
67

 and thus follows the SIPRI definition of military 

expenditure
68

 given in the theory section. 

 GDP – The GDP time series is calculated based on the figures given by SIPRI. 

Although the value of the GDP is not stated there in itself, the military expenditure 

database provides data on what percentage of the GDP the military expenditure 

constitutes in each year. Annual GDP can thus be calculated with the formula: 

     
                    

                                         
     . Calculating the GDP from the 

SIPRI data rather than taking it from a national statistics bureau has the advantage of 

keeping all the data to one single source, thereby minimizing the possibility of 

incongruence between different sources. 

 

Two potential complications, the need for exchange rate conversion and the need to allow for 

inflation, are avoided thanks to the fact that the SIPRI data on military expenditure is also 

shown in US dollars at constant (2011) prices. This data has thus already been subjected to an 

exchange rate conversion into US dollars, thereby eliminating the need for potentially 

complex conversions between Czech and Swedish crowns. Additionally, each year’s value 
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has been converted into a correspondent value at 2011 price level, thereby automatically 

taking the GDP deflator into account. Since the GDP data for this thesis has been derived 

from the military expenditure, there is likewise no need for any additional calculations with 

the GDP.  

A small complication, however, arises when the data on arms exports is introduced. Similarly 

to military expenditure, this data is already converted to US dollars, thereby eliminating the 

need for any exchange rate calculations. Unfortunately, the values are at constant 1990 (and 

not 2011) prices. The monetary values of the military expenditures and the GDP are thus not 

directly comparable with the values of the arms exports.   

Although it is complicated to compare the absolute values shown in 1990 and 2011 price 

levels, these values can still be used relatively. As this thesis is concerned with trends rather 

than absolute values, this is not a disadvantage. In order to show fluctuations in the arms 

exports it is possible to express them as an index. A simple way of setting up an index would 

be to let the base value of 100 correspond to 100 million US dollars at constant 1990 prices. 

Tying the index base to a monetary value rather than to a year will produce an index which is 

common for all graphs which include arms exports, irrespective of whether they show Czech 

or Swedish exports and irrespective of what sector they pertain to. 
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4.3 Results of the regression analysis  

 

4.3.1 Arms exports and GDP 

The graphs below plot the observations from the years 1993-2012 showing arms exports as a 

function of GDP. The estimated regression line has been drawn through both graphs, showing 

the calculated relationship. 

 

Graph showing Czech arms exports as a function of GDP (bn $ at 2011 constant prices). Regression line follows 

the function y=343.7+(-1.56x). The b-coefficient (slope of the line) is significant at the 0.001 level. R
2
 is 0.51. 
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Graph showing Swedish arms exports as a function of GDP (bn $ at 2011 constant prices). Regression line 

follows the function y=-326.4+1.63x. The b-coefficient (slope of the line) is significant at the 0.01 level. R
2
 is 

0.35. 

 
 

What do the above graphs say about the development of arms exports in the two countries? 

Starting with the regression analysis plotting the arms exports against the GDP, there seems to 

be a rather obvious difference. The Swedish regression seems to point to the fact that the arms 

exports have indeed in general been showing an upward trend (the slope of the line is 

positive), meaning that they increase as the GDP increases. This does not mean that arms 

exports were showing similar fluctuations as the GDP (indeed, the size of the R
2
 statistic 

indicates that the variables display a rather weak correlation), but over the analyzed time 

period, the general economic growth of the domestic economy appears to be followed by a 

general rise in the level of arms exports. The Czech Republic, on the other hand, seems to 

display an opposite trend. There, the level of the arms exports does in fact decrease as the 

GDP increases. The size of the R
2
 statistic indicates that there is a correlation between the 

variables, albeit not a very strong one. 
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4.3.2 Arms exports and military expenditure 

Below follows the second part of the regression analysis, which shows the relationship 

between the arms exports and military expenditure. The graphs plot the observations and the 

estimated regression line showing arms exports as a function of military expenditure in the 

years 1993-2012. 

 

 

Graph showing Czech arms exports as a function of military expenditure (mln $ at 2011 constant prices). 

Regression line follows the function y=-26.1+0.01x. The b-coefficient (slope of the line) is statistically 

insignificant. R
2
 is 0.0055. 
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Graph showing Swedish arms exports as a function of military expenditure (mln $ at 2011 constant prices). 

Regression line follows the function y=1232.7+(-0.12x). The b-coefficient (slope of the line) is statistically 

insignificant. R
2
 is 0.1127. 

 

The analysis including the military expenditure does not provide any clear insights. On the 

one hand, the regression analysis does indicate that Sweden displays a slightly negative 

relationship and the Czech Republic displays a slightly positive relationship between military 

expenditure and arms exports. However, the relationship is weak and statistically 

insignificant. The most reasonable conclusion would be that it is impossible to make any 

statistical inference about arms exports based on military expenditure; in other words, the 

effect of military expenditure on arms exports during the time period has been unpredictable. 

 

4.4 Summary of findings  
Summing up the regression results, a few observations are particularly noteworthy. To begin 

with, it seems that the correlation between arms exports and the explanatory variables is not 

particularly strong. The relationship between arms exports and military expenditure was so 

statistically insignificant that no inference can be made based on it. The relationship of arms 

exports and GDP provided some more interesting results. In the case of Sweden, the 

regression showed a positive relationship, which can be interpreted such that arms exports 
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increase when the economy is growing. This is a result which is theoretically and intuitively 

appealing. What is rather more puzzling, however, is the Czech case where increasing GDP 

actually correlates negatively to arms exports. The receding value of the Czech exports over 

time despite a rising national product will require a more in-depth examination. 

 

4.5 Constraints of the model 
A regression analysis, like all statistical operations needs to be treated with some caution. One 

potential source of error is the direction of causality
69

. The regression model has shown that in 

the analyzed period there is some relationship between arms exports and the GDP. It is, 

however, important to realize that this does not automatically mean that changes in the 

independent variable (GDP) really cause the changes in the arms exports. In fact, one could 

set up a model which shows the opposite causality, for example expressing national income as 

a function of arms exports. Investigating causality is, however, not the point of this regression 

analysis. The fluctuations in arms exports could also potentially be caused by a variety of 

different mechanisms, for example domestic security policy, or foreign demand. The 

regression has simply shown that arms exports and some other variable relate to each other in 

a certain trend. What causes this pattern is either suggested by theory or must be a topic of 

further investigation. 

Also, the simple regression model might in fact be too simple to spot any more complex 

relationship. For example, military expenditure could be affecting the arms exports not in the 

same year, but with a lag of a year or even several years. Finding relationships like this would 

require more advanced tools and more space, which is why the simple direct relationship is 

the sole focus here.   
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5. Qualitative analysis – comparison by weapon category 
 

The regression analysis relating arms exports to economic variables has given some basis for 

a comparison between the two countries. The question of what decides the behavior of the 

exports is, however, still unanswered. What is the driving force behind the upward trend of 

the Swedish exports? What has caused the Czech exports to slump from their high levels in 

the first half of the 199 ’s? The next step in the analysis is increasing the level of detail by 

looking at the constitution of the exports.  

The SIPRI arms transfers’ data follows a division by weapon category. The bar charts below 

show the total aggregate 1993-2012 value of the exports category by category.  

 

Czech arms exports by category, 1993-2012  

 

Graph showing the aggregates of Czech arms exports in the years 1993-2012 divided up into categories. 
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Swedish arms exports by category, 1993-2012  

 

Graph showing the aggregates of Swedish arms exports in the years 1993-2012 divided up into categories. 

 

The above graphs show a more nuanced story. In absolute terms, the Swedish exports are 

greater than the Czech in every category. In some sectors the difference is very large. The 

Swedish exports of ships stand for the single largest contribution to Swedish exports (nearly 

one third of the total) in the analyzed period. Clearly this is a category of great importance for 

Sweden, but one which the landlocked Czech Republic cannot compete in. A more relevant 

comparison is one of the aircraft exports. This category is the second largest for Sweden and 

by far the largest one for the Czech Republic. The aircraft sector accounted for approximately 

30% of the Swedish total and around two thirds of the Czech total. A third category worth 

special mention is that of the armored vehicles, as these have made a solid contribution in 

both countries and are the only significant export of the Czech Republic besides aircraft. The 

two categories of missiles and sensors make a quite significant contribution to the Swedish 

exports, but are almost non-existent in the Czech statistics (indeed, there is no trace of Czech 

missiles exports whatsoever).  

The following examination of the values in the particular years is based upon the information 

provided by the SIPRI trade register
70

. 
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5.1 Aircraft exports 
As the above graphs have shown, aircraft exports have a particularly large explanatory power 

for the total value in both countries (it is the top category in the Czech Republic and close 

second in Sweden) and it is thus a good idea to start an in-depth analysis there. The following 

graph shows the aircraft exports in the Czech Republic and Sweden respectively, spread out 

over the 1993-2012 period. 

 

Czech aircraft exports 1993-2012 

  

Graph showing the development of the Czech aircraft exports in the years 1993-2012.  
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Swedish aircraft exports 1993-2012 

 

Graph showing the development of the Swedish aircraft exports in the years 1993-2012.  

 

Two contrasting trends become evident from the above graphs. The Swedish aircraft exports 

were non-existent during the 1990s, but have starting with 2005 been very prominent, with 

high values being exported every year. The Czech trend has been the opposite. There, the 

aircraft exports were at the highest in the first half of the 1990s and then slumped to low 

levels, and eventually very low levels from around 2010.  

As seen in the graph, the Czech aircraft industry concluded some lucrative exports deals in the 

period 1993-6. The majority of these deals included light and trainer aircraft, mostly the L-

39C, L-39Z and the L-59 trainer aircraft. Also notable is an export of ten Mig-29s to Poland 

in 1995-6, in exchange for a number of helicopters
71

. These modern fighters had actually not 

been produced in Czechoslovakia, but were received from the Soviet Union in 1989
72

. 

Nevertheless, it would be the last significant export of fighter aircraft from the country, 

thereby ending a long legacy of exports which had amongst others included items as the 

famous Mig-15 and Mig-21
73

. The SIPRI trade register also reveals that many of the deals 

were concluded with Czechoslovakia’s old trading partners from the Cold War era (such as 

Egypt and Algeria), or with its old Warsaw Pact allies (such as Poland).  
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From 1997, the Czech aircraft exports have remained on a consequently low level, a matter 

which probably can be traced back to the discontinued production of the L39/L59 trainer 

aircraft in 1999
74

. The Czech Ministry of Defense’ attempt of salvaging the domestic aircraft 

production with the L-159 ALCA subsonic fighter in the late 199 ’s was faced with great 

difficulties from the outset
75

. The first units were produced in 2001, but the project was 

marred by bureaucratic and technical problems that the L-159 came nowhere near the 

popularity of its predecessors
76

. 

In the Swedish case, a small peak was reached in 2001 when two deals were sealed with 

Greece and Pakistan over two types of older aircraft: the Saab 340 AE&C early warning and 

control aircraft (two units loaned to Greece) and the MFI-17 Supporter trainer aircraft (150 

units licensed out to Pakistan). However, it was in 2005 that Sweden made the first export of 

its primary domestic product, the Saab JAS-39C Gripen multirole fighter aircraft. 

Incidentally, the recipient country was the Czech Republic
77

. The deal consisted of a 10-year 

lease of 14 units of aircraft, with an option to buy at the end of the lease period. An almost 

identical deal, a 10-year lease of 14 units of JAS39C, was closed with Hungary in 2006 (the 

delivery was scheduled for 2006 and 2007, meaning that the payment, was spread out over 

both years).  

The JAS39C would continue its presence in the Swedish arms exports in the subsequent 

years, with deals with South Africa in 2008-9 and 2010-12, Thailand in 2010-12, and most 

recently with Switzerland in 2012, although the extent and time of the Swiss contract is still to 

be determined. Apart from the principal JAS39 deals, Sweden has also been able to export 

smaller amounts of airborne early warning (AEW) aircraft (the Saab-2000 AEW and the 

Saab-340 AEW) and UAVs such as APID-55 to mainly Saudi Arabia, the United Arab 

Emirates and Pakistan.  

 

Aircraft exports – conclusions 

Looking at the two countries’ exports of aircraft, it seems suitable to draw the conclusion that 

the Czech aircraft industry was hit particularly hard by the events of the 199 ’s, whereas the 
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Swedish one was at the same time just developing what would in the     ’s become its 

highest earning export product, the JAS39 Gripen. In the Czech case one cannot avoid 

noticing the similarities between the aircraft export trend and the total export trend which 

again shows just how dominant the aircraft side has been for the country’s exports. The light 

and trainer aircraft that the Czech industry had specialized in during the Cold War no longer 

generated any export earnings and older models were not modernized or substituted by newer 

ones. In contrast, the high-tech Gripen was near the top of its class and therefore a very 

valuable trading item.  

 

5.2 Armored vehicle exports 

The armored vehicles are the second largest export sector of the Czech Republic and stand for 

significant export revenues in Sweden as well. The below graphs show the year-by-year 

trends in armored vehicle exports for both countries in the period 1993-2012. 

 

Czech armored vehicle exports 1993-2012 

 

Graph showing the development of the Czech armored vehicles exports in the years 1993-2012.  
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Swedish armored vehicle exports 1993-2012 

 

Graph showing the development of the Swedish armored vehicles exports in the years 1993-2012.  

 

The Czech exports display some major peaks, but no discernible pattern. Tank production was 

actually halted in Czechoslovakia in 1991
78

. The split of the federation was very hurtful for 

this category, as complementary capacities were separated by borders
79

. For the Czech 

Republic it would indeed have been difficult to continue its own production, as the production 

facilities for armored vehicles were mostly in Slovakia
80

. Thus, the exports of armored 

vehicles from the Czech Republic have during the analyzed period built exclusively upon the 

reductions in the stock of old equipment. The export peak in 2000-1, is based on a sell-out of 

the T-55 AM2, a variant of the T-55A produced in large quantities as far back as in the 1970s 

and 1980s
81

. The other major export products were the amphibious APCs OT-64, a 

Czechoslovak-Polish design produced mainly in the 1960s, but which by 1989 had been 

scheduled to go out of service
82

.   

In the case of the Swedish exports of armored vehicles there is a general upward trend starting 

in the later years of the 199 ’s, culminating in a marked peak in    4. Even after this peak the 
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exports have stayed at a high level, with export deals being closed in every single year. The 

dominant feature there has been a major high point in 2000 and 2001 and two smaller tops in 

1994 and 2006.  

Looking deeper into the composition of the exports it can be seen that the main driving force 

behind the Swedish peak of the late-199 ’s had been a licensing deal with Norway regarding 

the production of 104 units of the infantry fighting vehicle CV-9030. The year 2002 marked 

the beginning of an export boom centered around the modern CV-90 IFV and the different 

variants of the Swedish low-ground-pressure Bandvagn APCs (the BvS-10, Bv206 and 

Bv206S). The CV-9  was exported to Sweden’s neighbors Norway, Finland, and Denmark, 

and to the Netherlands and Switzerland. Quantitatively large purchases of the APCs were 

made by the major armies of Europe: Germany, Italy, France, Spain, the Netherlands and the 

UK.  

 

Armored vehicles exports – conclusions 

The Czech exports of armored vehicles have gone much in the same way as the country’s 

aircraft exports, meaning that the trend has been strongly negative. This is not surprising, as 

the deals that have made up the exports in this period have involved the selling off of obsolete 

items from the stock. With no new units being produced, there was nothing more to export 

once the stocks were decreased to the desired levels, producing the more or less complete fall 

in the last few years of the period. 

The Swedish armored vehicle exports have maintained a much more stable trend. Unlike the 

Czech case, production was continuous and there was a big variety of buyers, a fact which 

would suggest popularity of the exported products. 

 

5.3 Swedish ships exports 
Although the Czech Republic for obvious reasons cannot be an exporter of naval equipment, 

the sector is nevertheless very important for this study due to its large impact on the Swedish 

export total. The below graph and commentary provide some more information about this 

sector. 
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Swedish ship exports 1993-2012 

 

Graph showing the development of the Swedish ship exports in the years 1993-2012.  

 

The Swedish ship exports were on a generally high level during the 1990s, eventually leading 

to a dramatic high in    1. The later part of the     ’s has, however, seen very limited 

(sometimes non-existent) activity. The exports resumed on a moderate level again in 2011-12.  

What were the causes to this generally downward trend? Looking at the exports year by year 

shows that proceeds from submarine exports, a particularly lucrative item, largely ended in 

2003. A license agreement with Australia for the production of six modern Västergötland-

class (Australian: Collins-class) submarines
83

 was the driving force behind the export incomes 

in 1996-2003.  

Older, (although modernized) submarines have been sold off. Two purchasers of submarines 

included Singapore (four units of the 1967-launched Sjöormen-class
84

 delivered 1997-2001) 

and Denmark (one submarine of the 1978 Näcken-class, delivered in 2001
85

). Most recently, 

two modernized Västergötland-class submarines have been sold to Singapore and delivered in 

2011-12, reviving the naval exports which with the exception of some patrol craft have been 

dormant in the latter half of the     ’s.  
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5.4 Other categories 
This section aims at briefly addressing the other categories of arms exports present in the 

SIPRI data, including artillery, engines, sensors and missiles. The artillery and engines 

exports have been so small for both countries that no further attention will be given to them. 

The Czech exports have included a negligible amount of sensors and no missiles whatsoever, 

so these will also not be considered further. However, both sensors and missiles have in the 

analyzed period made up a considerable part of the Swedish exports (sensor exports have for 

example stood for in total slightly higher revenues than the already examined armored 

vehicles).  

 

Swedish sensor and missile exports 1993-2012 

 

Graph showing the development of the Swedish missile and sensor exports in the years 1993-2012.  

 

The Swedish sensors have been a very mixed and flexible category, with a preponderance of 

land and sea based radar systems. Main products have been the air search radars of the Giraffe 

family (intended for both land and sea platforms) and the tracked vehicle-borne artillery 

locating radar ARTHUR. The recipients included a great variety of countries, including the 

USA, UK and several other major powers. 

The missiles exports have likewise been very varied and spread out over time. The main 

export products have been the man-portable anti-tank missile RBS-56 Bill, the man-portable 
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surface-to-air missile RBS-70, and the anti-ship missile RBS-15 (and a smaller amount of 

torpedoes). Although significant amounts were exported of each system, the recipients did not 

include as many major countries as was the case with sensors. This could be explained by the 

fact that these systems are somewhat dated and possibly not equally attractive to the largest 

and technologically advanced countries. 
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6. Discussion  
 

Summarizing the findings, it is notable that the results from the quantitative analysis have not 

provided any definite answers. The results have in general seen a rather low level of statistical 

significance, meaning that great care must be taken before any conclusions can be drawn. The 

regression of military expenditure coupled to arms exports has been particularly inconclusive 

– there simply does not seem to be any correlation between the variables. 

The more intriguing findings came from the regression tying arms exports to GDP. Why have 

the Swedish exports seen an upward trend, while the Czech have been slowing down despite a 

growing economy? For a complete answer to this question one would need insight into 

domestic policy, technical details of the products and the demand for the goods in the rest of 

the world. These factors would be well outside of the scope of this thesis, but the qualitative 

analysis by sector has nevertheless made it possible to localize a few main causes of the 

disparity.  

 

Range and composition of the exports 

One particularly obvious finding involves the fact that the Swedish exports display a much 

broader range. Whereas the Czech exports have been closely tied to the aircraft production, 

Sweden has been exporting a great variety of systems. Both economic theory and common 

sense suggest that diversifying one’s assets is a clever strategy, since trouble in one sector will 

not necessarily mean the collapse of the whole. The Czech exports have all but ceased to exist 

when the aircraft industry ran into problems. In the Swedish case, on the other hand, the 

declining ship exports could be replaced by exports of aircraft and other systems. 

Whereas the Czech exports have to a large extent been centered upon hardware produced 

during the Cold War, the Swedish industry has in many cases produced high-tech top-of-the-

line items. This is most notably illustrated by the aircraft sector. The Czech exports there had 

been mostly dependent upon the light and trainer aircraft, which, although very good for their 

class, were obsolete at the time of comparison. Conversely, the main Swedish export item had 

been the modern fighter JAS39 Gripen and having a technologically advanced product meant 

that even exporting small quantities would lead to high export revenues.  
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A similar relationship could be spotted in other sectors. The armored vehicles which formed 

the bulk of the Czech exports (the T-55 tank and the OT-64 armored personnel carrier) were, 

at the time of this comparison, greatly obsolete. On the other hand, the two most exported 

Swedish items, the CV-90 infantry fighting vehicle and the different variants of the low-

ground-pressure Bandvagn with their excellent snow-traversing capabilities, were 

technologically advanced or, due to their specific attributes, attractive enough to be purchased 

by the major armies of Europe. Similarly, the modern Swedish submarines, among the best in 

the world, were able to generate very high export revenues. 

Moreover, the Czech exports were, even after the Cold War, predominantly going to its 

trading partners of the old days, such as the ex-Warsaw Pact states or states in the Middle 

East. For Swedish exports, the recipient countries included a great variety of states, including 

large European powers and even the United States.  This is an indication that the Swedish 

products had, possibly due to their higher technological level, a greater appeal to international 

buyers than the Czech. 

 

The end of the Cold War  

The end of the Cold War had significantly decreased the global demand for arms
86

. As 

demand for arms decreased, governments were cutting their procurement of domestically-

produced weapons, leading to a decrease in arms production
87

. The case of the Czech arms 

exports and their almost complete collapse is a particularly intriguing example of these 

events. As a big share of the country’s exports was heading for its Warsaw Pact allies, the 

disintegration of the alliance and a radically changed political situation meant that Czech arms 

industry had suddenly lost many of its export markets.    

A big problem was also caused by the great fall in the own domestic demand. The post-Cold 

War defense reductions in Czechoslovakia and then in the Czech Republic were done very 

rapidly and there was no set official program for the support and development of the Czech 

armed forces
88

. Moreover, the budget of the Czech Ministry of Defense in the first years after 

the break-up of the federation was inadequate for the still large and increasingly obsolete 

                                                           
86

 Stohl, R.J. & Grillot, S. (2009). p.24 
87

 Ibid. p.25-6 
88

 Prochazka, J., Valouch, J. Šmondrk, J., Pernica, B. (2004), p.80, 87 



 
 

 
40 

 

army
89

. As the budget was spent on the sheer survival of the armed forces, no new 

procurement of any modern weapons system was made and there was no major updating of 

obsolete equipment
90

. It was only by 1996-7, during the beginning accession talks to the 

NATO, that defense was taken seriously again
91

.  

The decline was to some extent self-imposed. Even by the early 199 ’s, before the break-up 

of the federation, the new Czechoslovak state had a near-ideological aversion to the arms 

industry, which was seen as a leftover from the Communist era and therefore in need of a 

rapid reduction
92

. Declarations to stop producing arms were made already in 1989 and the 

Czechoslovak government dedicated billions of crowns to aid the conversion from military to 

civilian production
93

. This had the effect of outright liquidations of entire production, without 

thought on a careful long-term approach
94

. Potential recipient countries which no longer could 

rely on Czech products being delivered began substituting these by importing from Western 

countries or from the other ex-Warsaw Pact countries like Poland
95

. Thus, the Czech position 

on these potential markets was lost and the vacuum was filled by competitors.  

In the case of Sweden, the end of the Cold War was not nearly as dramatic and seems in fact 

to partially have had an opposite effect to that seen in the Czech Republic. On the one hand, 

the Swedish reorganization from a territorial to a mission-oriented defense caused enormous 

cut-downs in the size of the armed forces and subsequently in the quantity of equipment 

needed
96

, thereby naturally decreasing the size of the government procurement. The naval 

exports saw a development which was in fact quite similar of the overall Czech experience. 

After selling off of older units to reach the targets set for a smaller defense, few new naval 

projects have been developed, which has led to a situation where not much is available for 

export. For example, the production of new submarines, Sweden’s most lucrative export, was 

discontinued after 1995 (launching of the modern Gotland-class
97

), while the number of 

submarines on active duty was diminished from 1  during the 198 ’s and early 199 ’s to just 
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five by the mid-    ’s
98

. After the selling-off or decommissioning of unwanted units, there 

has been relatively little naval production, probably due to low demand from the Swedish 

state itself
99

.  

On the other hand, the development of the high-tech JAS39 Gripen
100

, coupled with the 

production of modern armored vehicles has ensured that the aircraft and vehicle exports have 

actually been able to thrive. Indeed, it was perhaps the very fact of the fall in procurement on 

the part of the Swedish government that has allowed the rise in exports, as fewer units were 

now destined to go to the Swedish armed forces themselves. The fact that the inconclusive 

regression analysis actually pointed to a generally negative relationship between Swedish 

exports and military expenditure may give some extra credit to this statement.  

 

Unpredictability of defense policy 

Another noticeable finding of the analysis has been the general unpredictability in the trends. 

Although it is difficult to expect smooth regular trends in a quite volatile market, it is 

nevertheless intriguing that the export graphs, both for the totals and sector-wise are moving 

up and down rather sharply. This could be a sign that both countries are lacking a totally 

thought-through long-term strategy in regard to arms production, a conclusion which seems to 

be supported by the fact that the relationship between arms exports and military expenditure 

has been extremely weak.  

Looking at the time period in focus, this unpredictability of domestic defense policy does not 

appear very surprising. The post-Cold War downsizing of the armed forces has been a 

dominating feature in both countries. This has meant that the national defense has in absolute 

terms been changing from year to year, which presumably would also have affected the 

defense industry. With the armed forces making major reductions and new doctrines for the 

defense being developed, it becomes harder to find reliable and statistically significant 

patterns. Defense policy can also be part of a larger picture, where import and export deals are 

dictated by political and strategic considerations. Events, as for instance the Czech Republic’s 

accession to the NATO in 1997, the transformation to a professional army, the 2001 terrorist 

attacks on the USA, or even the financial crisis of 2008 would all have affected defense 

                                                           
98

 Granholm, F. (2003), p.82 
99

 Petersson, M. (2010). In Engelbrekt, K. & Ångström, J. (eds.) (2010). p.152-5 
100

 Widfeldt, Bo & Hall, Åke (ed.) (1999), p.109 



 
 

 
42 

 

policy. The exact implications of these events for the defense, defense industry or the arms 

exports are outside the scope of this thesis, but naturally they would have to make themselves 

felt in one way or another and a simple regression analysis will not be able to pick up the 

nuances.  

Given the possibility that domestic defense policy had such a large impact upon the 

development of the exports in both countries, an examination of the official policy would 

probably be very valuable for understanding the observed trends. This should particularly 

include an analysis of a country’s defense industrial policy. Questions such as what a country 

is prepared to produce itself and what it would rather buy in the international market would 

certainly be intimately tied to what a country is able to export. Relevant results would also be 

obtained by putting the Swedish and Czech trends in a regional or even global perspective. A 

comparison like this would show whether a particular behavior of the trends is in line with the 

outside world, or whether it for some reason is peculiar to the analyzed countries. This could 

thus provide clues on the effects of different policies on the arms trade. 
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7. Conclusion 
 

This thesis has been aimed at identifying and comparing trends in the arms exports of the 

Czech Republic and Sweden in the period 1993-2012. This has been done with a combination 

of methods; a quantitative approach identifying trends and examining possible relationships to 

macroeconomic variables and a qualitative approach digging deeper into those trends and 

making comparisons between the two countries.  

The most intriguing finding of the analysis has been tied to the opposite directions of the 

trends in the arms exports. Whereas Swedish exports have been showing an upward trend in 

line with the country’s economic growth, the Czech exports have been declining rapidly, even 

despite an overall growth in the national product. 

A major explanation as to why the Swedish export industry is very much alive while the 

Czech is badly struggling seems to be tied to the developments that followed in the wake of 

the end of the Cold War. Although the fall in the global demand would have influenced all 

arms exporting countries, it had a particularly damaging impact on the Czech Republic. To 

some extent this decline seems to have been inevitable, as the post-Cold War realities greatly 

changed the conditions facing the Czech arms industry. To some extent it was also caused by 

rushed policies aggravating the problems of the industry even further.  

In contrast, the Swedish arms exports have displayed a steady upward trend, showing some 

positive correlation with the national product. The Swedish exports have showed a much 

greater diversity than the Czech, which has meant that a decline in one sector, for example 

ships, could be compensated by aircraft or other exports. Moreover, it would seem that 

Sweden has been able to produce systems which are internationally in high demand, possibly 

due to their high technological status. 

Given these arguments, a plausible conclusion must be that Sweden, although its defense 

industry also had its ups and downs during the eventful last 20 years, has managed to maintain 

continuity in its image as a prominent exporter of quality arms and the country therefore has 

retained its good brand from the earlier years. The Czech Republic has, however, experienced 

a slump that has removed the country from its once prominent market position and inevitably 

weakened its brand for a time to come. 
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Finally, a notable finding of this work and one pertaining to both countries has been the high 

volatility displayed by the export trends. The fact that the export trends have been so 

unpredictable and unrelated to military expenditure could be an indication that the defense 

policy in general and the defense industrial policy in particular have not been consistent 

during the analyzed period. Whether this inconsistency is the result of external events 

affecting defense policy, or the result of a lack of direction among policy-makers following 

the end of the Cold War could be a topic for a further study.  
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