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Abstract: This paper reviews current practice and thinking in the UK with respect to
changes occurring in the defence sector. Planned responses and interventionist measures 
to deal with the consequences of large scale job losses have not been adopted by the UK 
Government during the 1980s. However, many of the changes have been triggered or 
directly caused by the Government's own policies to create a free-trade and liberalised 
market economy. An opportunity has arisen for localities, through a growing loca! 
economic development function, to play a role in such readjustment. This paper exam­
ines the extent to which such !ocal responses can exercise any effective control over the 
future direction and impact of restructuring, and in particular address the role of the 
military-industrial complex, arms conversion and the Peace Dividend from this perspective. 
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1. INTRODUCTION

This paper seeks to examine the changing relationship between the state and 

markets in a period of dramatic ideological and economic change in the UK. 

Specifically the role of local economic development activities is assessed in so 

far as they have been able to respond to two major events of the 1980s and early 

1990s; the liberalisation of the defence industry, and the reduction of national 

defence expenditure in the light of changing security scenarios emerging from 

the shift in East-West relations. 

In the 1980s there was a dramatic increase in !ocal economic development 

activity in the UK, mainly undertaken or supported by !ocal authorities. At best 
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The arguments emerging from the above analysis indicate a reallocation of 

resources if readjustment is to be managed and some form of effective transition 

effected. Currently resources and industrial capacity appear to be discarded. If 

longer term and new industrial development patterns will engage and re-cycle 

this capacity (such as the Japanese investment in the car industry) is unknown. 

The need for money to be spent on the readjustment process does not 

necessarily mean direct subsidies to the defence industry. The 'Peace Dividend' 

is clearly a political opportunity connected directly to the central role of 

allocating public expenditure more widely (KIRBY, and HOOPER, 1991; 

THEE, 1990). During the last decade the scope for localities to raise loca] 

taxation has been curtailed as a proportion of overall income. Any reallocation 

of public funds is very much in the control of the centrally controlled public 

expenditure process. 

Localities are tied into disparate and desperate attempts to retain and create 

jobs. There will be successes, but this will have more to do with the institutional 

capacity and political will that has developed in some areas. Generally it would 

appear that the defence sector will be smaller and localities will have even less 

scope to control their economic futures. The ideological determination to secure 

macro-economic conditions for free trade and liberalised markets has also 

appeared to have caused, or some would argue been based on, the removal of 

effective political discourse. In the defence sector, wider industrial and political 

agendas have been ignored or avoided to sustain private sector led, company 

based and non-controversial measures. Defence diversification has become 

encompassed within routinised and traditional loca! economic development 

measures. U this is more a testament to the success of loca! strategies than to the 

failure of national policies is open to debate. 
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