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​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​PRIVATE SECTOR IN DEFENCE MANUFACTURE

Government has announced that production of defence equipment will be opened to the private sector. So far, nothing has been said about privatizing existing defence units. Most purchases of defence equipment have been from overseas, with Russia, France, U.K., Israel and the United States as the principal suppliers. Much of the rest has been made in government owned factories, with some domestic private supplies. Data on the full extent of purchases, what was purchased, the prices paid, who were the suppliers, what were the results of comparative tests of equipment offered by different suppliers, are veiled in secrecy. Even Parliament and its committees have no access to any such information. Except for a government-controlled Institute, (IDSA), there are no think tanks or publications on the subject.  It is not known why the private sector was not brought into manufacture much earlier, even though the capability was undoubtedly there for many years.

Defence purchases the world over have a strong smell of sleaze and corruption. Almost a century ago, George Bernard Shaw wrote and staged a play (Arms and the Man), which illustrated this. Arms’ dealing has always been a shadowy business, with wine, women (or men), and money as lubricants. 

Governments have been the biggest buyers. That some of them were unrepresentative dictatorships did not disqualify them. But large sales also take place to so-called revolutionaries fighting political battles to dislodge ‘illegitimate’ governments. The LTTE, the terrorists in J & K, the rebels in Nagaland or the Bodos, the IRA, civil warriors in the Sudan, Congo, Angola and elsewhere, are all customers for arms manufacturers and even government suppliers. Sales might not be made directly, but through arms agents, to preserve the ‘integrity’ of the supplier.

Arms agents and dealers have always had a role in this trade. Since the maximum purchases are by governments, there are always decision-makers who can be and are tempted to take a cut on the purchases. Some do so after evaluating and selecting the best on offer. There have also been instances of sub-standard materials being bought, at the later cost of the lives of many soldiers. We have experienced such instances even in India. But the decision-makers concerned are never identified and punished. Arms makers, merchants and agents need technical knowledge if they are to sell their wares. Inevitably, retiring officers, particularly high-level ones, are employed for this purpose. Their connections with serving officers are also helpful to suppliers.

The entry of Indian private sector into defence manufacture will not eliminate these influences. They will only increase. Forbidding middlemen is pointless. They have a role, and will be there. The ex-defence person working for the supplier or agent brings essential expertise to the private company. What we must ensure is that the ‘old boy’ net does not influence the decision, and that tests are conducted fairly. Transparency is an essential prerequisite for accountability. All transactions must be published. Private think tanks must be encouraged to study this field. Comparative studies of alternative equipment and suppliers must be in the public domain. These can help restrain the misuse of buying power that is endemic to defence procurement.

But in India where black money and ‘black’ production is quite common, the difficulty will be in ensuring that privately produced arms and equipment do not find their way into the open market. India must not become an arms bazaar like Kabul and Peshawar, trading in ‘black’ production to be sold to anybody for a price. We must also have systems to ensure that prices are reasonable, based on analyses of costs, and also on competitive information.   

The absence of benchmark prices for purposes of comparison helps the padding of prices. The secrecy surrounding most defence purchases enables deals that are unfavourable to the country. The total absence of independent specialists who study the defence industries and their products mean that no one keeps watch on defence deals. Public information is from handouts from government and P.R. agencies representing the suppliers and dealers. We need transparency about the comparative performance parameters and prices of different supplies. Cost specialists working independently should be able to evaluate costs. Despite all this and a powerful legislative watchdog, there are periodic scandals exposed in the Unites States, about defence deals. Before we go further, we must create the climate that can help to minimize the losses to the state. (745)  

