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THE ROLE OF INDUSTRIAL POLICY IN THE
DEVELOPMENT OF THE STATE'S DEFENCE
INDUSTRY: INTERNATIONAL LEGAL AND
ECONOMIC REGULATION

ABSTRACT

Industrial policy is a critical element that determines the development of economic sec-
tors, including the defence industry. In today's context of growing geopolitical tensions,
technological progress and globalisation, effective functioning and development of the
defence industry is highly relevant. The purpose of the work is to investigate the role of
industrial policy in the formation of the most effective strategies and approaches to the
development of the defence-industrial complex and the possibility of their adaptation in
Ukraine.

The study was conducted using comparative, systemic and SWOT analyses. The results
showed that each country under consideration — the United States, France and China —
has unique opportunities for developing the defence industry but also faces specific
threats. The defence industry of these countries is a complex system that encompasses
big corporations, research institutions, and government agencies. All of them receive
considerable funding from the state budget, invest in research and development, and
collaborate with international partners, which allows their products to be of high quality
and innovativeness.

The USA has the largest defence budget and significant technological capabilities but
depends on political decisions and high costs. France has a solid technical base but faces
limited budgetary resources and dependence on European politics. China is showing a
significant increase in its defence budget, but limited international cooperation is hin-
dering the stable development of its defence industry. The findings show that a bal-
anced industrial policy that combines economic and international legal aspects is the
key to creating a sustainable and competitive defence industry.

Further research in this area will help find more effective strategies for developing the
defence industry and enhancing national security and economic stability.

Keywords: industrial policy, defence industry, economic regulation, international legal
regulation, national security, sectoral development strategy, high-tech products

JEL Classification: F52, H56, L5, L51, L52

INTRODUCTION

The defence industry is a significant part of the global economy's modern research and
production sector. Multidisciplinary and multi-level structures represent the largest com-
panies in this sector. They include specialised divisions to develop and manufacture
high-tech products for military and civilian use.

Industrial policy plays a vital role in developing a state's defence industry, influencing
the country's ability to ensure its national security and defence capability. Effective in-
dustrial policy is critical in the context of globalisation and growing geopolitical threats
(Dunne & Skons, 2020). A balanced economic and international legal regulation is nec-
essary to create a sustainable and competitive defence industry (Azam, 2020).

The development of the defence industry is a strategic direction for many countries (Lee
& Park, 2020; Reis et al., 2022). Each country has its positive cases in this area, taking
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into account its economic, technological, and security characteristics. Analysing the practices of advanced countries in the
defence industry, such as the USA, France, and China, can be valuable for developing countries. This is especially true for
countries with a threat or ongoing military conflict. This includes Ukraine, where a full-scale war has been going on since
24 February 2022. Moreover, the effective industrial policy will play a decisive role not only during the war, but also in the
post-war recovery and the achievement of a high level of competitiveness of the country in the international arena (Kulikov
et al., 2022). An analysis of international experience can help to adapt the most effective strategies and approaches for
developing Ukraine's defence industry.

LITERATURE REVIEW

Numerous studies have been conducted on industrial policy and the defence industry in many countries worldwide. Some
scholars (Dunne & Skéns, 2021b) emphasise the importance of state support for the defence industry, including subsidies,
tax breaks, and investments in research and development (R&D). At the same time, other researchers (Reis, 2021; Luithari,
2023) are sceptical about excessive state intervention.

Another area of research focuses on international cooperation and integration of the defence industry. In some works, the
global exchange of experience is seen exclusively as a positive factor influencing the development of the defence industry
(Pasternak et al., 2023). At the same time, some researchers warn about possible problems that countries may face in
building cooperation and reducing the effectiveness of joint programmes (Harutyunyan & Davtyan, 2019).

Some studies have confirmed that innovation and technological development are critical factors in the competitiveness of
the defence industry (Lopez & Garcia, 2020). At the same time, factors that may affect the efficiency of investment
activities due to the lack of appropriate control and inadequate management (Fursina, 2021; Lelyk et al., 2022) must also
be considered.

Technology transfer between the civilian sector and the defence industry is essential to industrial policy. It encompasses
domestic technology transfer and international cooperation (Mélling & Schiitz, 2021). At the same time, technology transfer
between the civilian and defence industries is inherent in certain risks, primarily related to information security (Sezal Icon
& Giumelli, 2022). This requires strict government control and regulation.

Globalisation brings new opportunities and challenges for the defence industry (Powell-Turner & Murgatroyd, 2021). It
provides access to new markets and technologies while increasing competition. States need to adapt their industrial policies
to global trends to remain competitive.

International organisations, such as NATO and the EU, significantly influence policy-making in the defence industry (New-
love-Eriksson & Eriksson, 2023). They provide financial support, facilitate technological exchange, and set standards.

Industrial policy plays a crucial role in developing a country's defence industry (Dunne & Skons, 2021a). It includes various
measures to finance, stimulate innovation, transfer technology, and adapt to global conditions. The effectiveness of this
policy largely depends on institutional quality, international cooperation and the ability of the state to adjust to new chal-
lenges. Further research in this area could help to find more effective strategies for the development of the defence
industry, including the following areas: the impact of institutional quality on the effectiveness of industrial policy in the
defence sector, the effectiveness of technology transfer and mechanisms to stimulate innovative projects in the defence
sector, adaptation to global challenges to compete in the worldwide defence market; international cooperation and inte-
gration for synergy in joint development and production of defence equipment; socio-economic impacts.

Studying these aspects will help develop a more holistic and effective industrial policy that will contribute to developing
the defence industry, national security, and economic stability. First, the analysis can help choose the optimal industrial
policy instruments that best suit the conditions of a particular country. For example, some countries can most effectively
use subsidies and grants to stimulate research and development in the defence industry. In contrast, others can provide
adequate state support through government orders and contracts.

AIMS AND OBIJECTIVES

The study aims to investigate the role of industrial policy in the formation of the most effective strategies and approaches
to the development of the defence-industrial complex and the possibility of their adaptation in Ukraine.
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Research objectives:
1.  To study international legal mechanisms for regulating the defence industry.
2. Analyse the economic aspects of the defence industry development.

3. To reveal the role of industrial policy in the development of the defence industry of the analyzed countries.

METHODS

The Research Procedure

The main stages of the study are shown schematically in Figure 1.

Selection of Collection of data
countries for on industrial policy
comparative in selected
analysis countries
Analysis and Identification of key
comparison of factors for a
industrial policies successful policy

Post Experimental ormulation of research Drawing
stage limitations conclusions

Figure 1. Visualised research design.

The chosen procedure ensures a systematic and comprehensive approach to studying the role of industrial policy in
developing the defence industry, allowing it to consider international experience and formulate sound recommendations.

Sampling

Three countries with different approaches to defence industrial policy were selected for the study. The sample includes
the USA, China and France. The USA is known for its high-tech and innovative capabilities, China actively integrates military
and civilian technologies, and France focuses on European cooperation and national support for innovation. An analysis of
these countries using the selected indicators will help compare the effectiveness of different industrial policy strategies
and reveal all the factors that influence the development of the defence industry. Each country was analysed for 2020-
2024 by applying the main industrial policy instruments, such as subsidies and financial incentives, public procurement,
innovation and research, and international cooperation. The documents used included official government strategies, policy
documents, defence budgets, defence industry development programmes, and records of international organisations such
as NATO, the EU and the UN.

Methods
The following research methods were used in writing this paper:

1. A comparative analysis method is used to study the practices of countries in defence industry development. The
comparative analysis allowed for a detailed study of different approaches to industrial policy in the defence industry
and their results. The identified effective practices can be adapted and used to improve the industrial policy of other
countries, taking into account their specific conditions and needs.

2.  System analysis method to determine the interaction between the elements of the defence industry (manufacturing
enterprises, research institutions, government agencies) and their impact on the overall effectiveness of industrial
policy.

3.  SWOT analysis to identify the strengths, weaknesses, opportunities and threats related to industrial policy and its
impact on the defence sector.
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RESULTS

The US defence industry is one of the most powerful and developed in the world. It is based on two main strategic
directions: i) restructuring enterprises through mergers and consolidation and ii) diversification of production with access
to non-defence markets. The US defence industry consists of diversified corporations with numerous divisions specialising
in various aspects of defence production (Figure 2). This structure allows for efficient resource allocation and specialisation
in developing high-tech products.

US DEPARTMENT OF DEFENCE (DOD)

v v . .

US Army US Air Force US Navy US Marine Corps

. v

Industrial corporations (Lockheed Martin,
Boeing, Northrop Grumman, Raytheon
Technologies, General Dynamics)

Agencies and departments
(DARPA, DLA, etc.)

Figure 2. The structure of the US defence industry.

The government actively monitors mergers, as most of these transactions are subject to antitrust laws, which may affect
the competitiveness of the US industry in global markets. The merger of Raytheon and United Technologies (2019) is one
of the largest mergers in the history of the US defence industry. The USD 74 billion deal was thoroughly reviewed by the
US Department of Justice and the Department of Defence. As a result, measures were taken to ensure market
competitiveness and protect national security, including selling some divisions of the merged company.

The French defence industry (Figure 3) is essential to national security and the economy. The leading players in the French
defence industry are large corporations such as Dassault Aviation, Thales Group, Airbus, Naval Group and Safran. These
companies develop and manufacture various military equipment and systems, including aviation, space technology,
warships, electronics and defence systems.

MINISTRY OF DEFENCE OF FRANCE
(GENERAL DIRECTORATE ARMAMENTS)

h 4 A 4
Cooperation and international relations EuroDe(?E%E?fﬁE-?OAgemy
7
Y A 4

Industrial corporations (Dassault
Aviation, Thales Group, Safran, Naval
Group, Airbus Defence & Space)

Y

Cooperation and international relations |«

Figure 3. Structure of the French Defence Industry.

The Chinese defence industry is under strict state control. All activities of defence enterprises are coordinated through
central bodies such as the Central Military Commission of the People's Republic of China and the State Administration of
Defence Science, Technology and Industry. This centralised structure allows for efficient management of resources,
coordination of development strategies, and control over technological innovations (Figure 4).
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MINISTRY OF NATIONAL DEFENCE OF CHINA
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Figure 4. Structure of China's defence industry.

In turn, the organizational structure of Ukraine's defence industry at the time of the full-scale invasion was characterized
by the lack of a clear management structure, insufficient coordination of non-state enterprises, duplicative structures and
unfinished reforms. In general, the structure of the defence industry of Ukraine can be presented as follows (Figure 5).

Ukraine's defense

industry
Central bodies of Enterprises of the
exeautive power defense industry
Public sector Private sector
" " Public Union "League of J
ISC L;i?gg:grspmm J Defense Enterprises" and
others

Figure 5. Structure of the defence industry of Ukraine.

The ministries of defence of the above countries receive significant annual budgets for developing, producing and
modernising military systems. This is one of the most important funding sources for defence companies (Table 1).

Table 1. Areas of budget utilisation by the Ministries of Defence in 2020-2024. (Source.: compiled by the author based on U.S. Department of
Defense (2024), Ministére des Armées (2024), Ministry of National Defense of Republic of China (2024), SIPRI (2024), IISS (2024))

Approved budget of the Ministry of Defence, USD billion

Year USA France China Ukraine

Budget (USD Share of Budget (USD Share of Budget (USD Share of Budget (USD Share of

billion) GDP (%) billion) GDP (%) billion) GDP (%) billion) GDP (%)

2020 738 21.37 37.5 2.63 145.0 14.86 4.6986 3%
2021 740.5 22.99 39.2 2.93 169.3 16.86 3.9954 2%
2022 768 25.46 41.0 3.10 175.1 18.34 30.495 19%
2023 773 26.86 43.9 3.28 186.7 19.79 32.1768 18%
2024 813 28.53 46.0 3.45 191.2 21.36 - -
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The US Department of Defence budget steadily increased from 2020 to 2024, from USD 738 billion in 2020 to USD 813
billion in 2024. This growth demonstrates a consistent strategy of modernisation and innovation. The increase in funding
demonstrates the US intention to maintain a high level of readiness and technological superiority in the face of growing
global threats. The main areas of the budget reflect the focus on the development of the latest technologies, cybersecurity,
modernisation of military forces and infrastructure, and adaptation to new geopolitical realities.

Much of the budget is allocated to R&D through agencies such as DARPA, the Office of Naval Research (ONR) and the Air
Force Research Laboratory (AFRL). This ensures the creation of advanced technologies and support for innovation. The
US Department of Defence is the largest customer for defence products, providing a steady funding stream through muilti-
billion dollar contracts. Companies receive contracts for the development, production and maintenance of military systems.
In particular, the F-35 programme is one of the most extensive defence programmes in US history. In 2019, Lockheed
Martin received a USD 34 billion contract from the Pentagon to produce 478 F-35 fighter jets for the United States and its
allies. This programme provides for long-term funding and is an example of the Ministry of Defence's large-scale investment
in developing high-tech weapons systems.

The contract for Columbia-class nuclear-powered submarines is another example of how the US Department of Defence
provides a steady stream of funding for developing and supporting the defence industry through large contracts. In 2020,
the US Navy signed a USD 9.5 billion deal with General Dynamics Electric Boat to build the first two submarines of the
new Columbia class. This project is strategically important for the US nuclear deterrent and involves significant long-term
funding.

France plays a significant role in the defence industry through its Ministry of Defence and other government agencies. It
is actively involved in the planning, financing, and regulation of defence programmes, as well as in supporting strategic
enterprises. Between 2020 and 2024, the French Ministry of Defence budget underwent significant changes (Table 1).
Despite the increase in defence spending, France faced economic challenges that affected overall budget allocations. The
financial forecast for 2024 was revised to 1% growth, prompting the government to consider spending cuts to manage
the national deficit. This fiscal constraint may affect future defence budgets, but strategic priorities such as supporting
operations in Ukraine and meeting NATO commitments remain on the agenda.

In 2024, China increased its defence budget by 6.6% as part of a strategy to maintain stable and consistent growth in
military spending. Despite this, China's defence spending remains relatively low compared to that of other major military
powers such as the United States. In 2020-2024, China's defence budget grew steadily despite the challenges posed by
the COVID-19 pandemic and economic difficulties. In 2023, the official defence budget totalled USD 186.7 billion (1.268
trillion yuan), an increase of 6.6% compared to 2022. However, actual defence spending, including additional items such
as paramilitary spending, defence research, and civil-military integration, could have reached as high as USD 258.7 billion
(RMB 1.757 trillion).

China's defence industry focuses on innovation and the development of modern technologies. In particular, artificial
intelligence, quantum technologies, space exploration and hypersonic weapons are being actively developed. The Chinese
government invests significant resources in research and development, which allows it to maintain a high level of
technological competitiveness. However, the country is still dependent on imports of critical technologies such as integrated
circuits and high-precision measurement instruments, which creates vulnerability in the face of geopolitical tensions.

The budget of the Ministry of Defense of Ukraine was only 2-3% of GDP until 2022. This indicator is significantly lower
than the indicators of other studied countries. After the full-scale invasion, there was a significant increase in the defence
budget to 18-19% of GDP. However, the absolute values remain relatively low.

Based on a comparison of the budgets of the US, French, Chinese and Ukrainian Ministries of Defence with their respective
GDPs for 2020-2024, the following conclusions can be drawn:

1. The US Ministry of Defence's budget remains the highest among the countries under consideration, both in absolute
terms and as a percentage of GDP. However, the budget's share of GDP is declining from 3.45% in 2020 to 2.85%
in 2024. This shows that while the defence budget grows, GDP is growing faster.

2. The French Ministry of Defence budget is relatively stable as a percentage of GDP, fluctuating between 1.32% and
1.43% over the period under review.

3. Despite the increase in the absolute value of the budget, the share of the budget in GDP has not changed significantly,
indicating that the budget and GDP are growing proportionally.
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4.  The Chinese Ministry of Defence budget as a percentage of GDP is declining from 0.98% in 2020 to 0.89% in 2024.
China's absolute defence budget is growing, but the GDP growth rate exceeds the defence budget growth rate,
leading to a decline in the share of the defence budget in GDP.

5. The United States is a leading exporter of defence products. The government actively supports exports through
military aid programmes and loans for arms purchases.

6. Limited own resources lead to the fact that Ukraine relies heavily on external support during the war.

Analysis of public investment in the defence industry allows us to assess the level of support and development of this
strategic sector of the economy in different countries. Considering the share of innovative projects in total investment is
particularly important, reflecting the focus on technological progress and enhancing states' defence capability. Table 2
shows the level of public investment in the defence industry in the United States, France, and China in 2020-2023 and the
share of innovative projects in these investments.

Table 2. Level of state investment in the defence industry in 2020-2023. (Source: compiled by the author based on U. S. Department of Defense
(2024), Ministére des Armées (2024), Ministry of National Defense of Republic of China (2024), SIPRI (2024), 1ISS (2024))

Level of state investment in the defence industry, USD billion
USA France China
Year Share of innova- Share of innova- Share of innova-
Investments tive projects in Investments tive projects in Investments tive projects in
(USD billion) total investment (USD billion) total investment (USD billion) total investment
(%) (%) (%)
2020 78.3 14.3 4.6 12.3 22.5 20.5
2021 80.9 15.5 4.9 14.1 25.4 22.3
2022 85.2 18.2 5.1 14.9 27.0 23.5
2023 88.1 19.5 5.3 15.3 29.0 25.3

The USA is the leader in absolute investment in the defence industry, continuing to invest heavily in innovative projects,
underscoring its focus on technical superiority. In 2020-2023, investments in the US defence industry grew steadily from
USD 78.3 billion to USD 88.1 billion. This indicates a constant priority for the modernisation and development of military
capabilities. France's investments in the defence industry grew moderately, from USD 4.6 billion in 2020 to USD 5.3 billion
in 2023. Although the level of investment is significantly lower than in the US, France also shows steady growth in this
area. China shows the fastest growth rate in defence investment (from USD 22.5 billion in 2020 to USD 29.0 billion in
2023) and pays significant attention to innovative projects, which indicates its intention to rapidly modernise its armed
forces and increase its role in the international arena.

Given the protracted war in Ukraine, it continues to require significant investment, not only from the state but also from
abroad. Among the positive trends, it is worth noting the acceleration of the development of the scientific and technical
sphere of Ukraine in the field of defence, which can contribute to the attraction of new investments.

The above data underlines countries' different approaches to developing their defence sector and shows how innovation
is essential to their strategies. As a result, US defence exports continue to grow significantly (Figure 6). In 2023, they
increased by more than 50% compared to 2020, reaching USD 81 billion in new sales under the Foreign Military Sales
programme. This growth is primarily driven by the war in Ukraine and the threat from Russia, which pushes European
countries to increase their purchases of US weapons.
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Figure 6. Exports of defence products, USD billion, 2020-2023. (Source.: compiled by the author based on U.S. Department of Defense (2024),
Ministére des Armées (2024), Ministry of National Defense of Republic of China (2024), SIPRI (2024), IISS (2024))

France is one of the world's leading exporters of defence products (Figure 6). According to official data, the country ranks
third among the world's arms exporters after the United States and Russia. The main markets are the Middle East, Asia
and Latin America. Arms exports are an essential source of income for the French economy and contribute to the
development of the defence industry. From 2020 to 2023, France maintained a significant presence in the global arms
export market. During the analysed period, the main exported products included aircraft (including the Rafale jet),
warships, missiles, and electronics for military use. France has a solid competitive advantage in aerospace products, which
accounts for a significant portion of its defence exports.

China actively cooperates with other countries in the defence industry, including Russia, Pakistan, Iran, and other states.
This cooperation includes purchasing technology and weapons, joint research programmes, and military training. China is
one of the largest arms exporters in the world. Asia, Africa, and the Middle East are the main markets for Chinese military
products. Arms exports are essential to China's strategy to strengthen its geopolitical position and economic influence.

In turn, Ukraine does not plan to open arms exports, although, since the beginning of the war, the number of
manufacturers of defence products has approximately doubled. At the same time, the country's government cannot finance
the order of all manufactured defence products, so the issue of permission to export is causing more and more discussions.

Each country adapts its approach to defence industry development to its national interests, strategic goals, and available
resources. Balancing domestic development, international cooperation, and innovation is essential to respond to current
security challenges effectively. Table 3 presents a SWOT analysis of the role of industrial policy in developing the defence
industry in the analysed countries.

Table 3. SWOT analysis of the role of industrial policy in the development of the defence industry in the USA, France, Germany, and
China.

Strengths Weaknesses
The USA: The USA
e :

" The most significant defence budget in the world. - High defence spending may weigh on the budget
i High level of technologiFal devthelopmen.t and in.novation. L Dependence on political decisions and leadership changes.
= A strong network of military allies and international partners. - High levels of bureaticracy and complexity in procurement pro-
" A large number of research centres and institutes. cesses.
France: France:
" High level of technical expertise and innovation. = Relatively small defence budget compared to the USA.
- Actit\_/e participation in international defence programmes and coop- | = Dependence on European defence initiatives and policies.

eration.

. . ) . " Limited resources for large projects.

- Strong defence industry with leading companies such as Dassault, China:

Thales and Airbus. '
China: - Dependence on government funding and political decisions.
. Significant defence budget. " Relatively low level of international cooperation compared to other

X . ) ) major powers.
" Rapid technological progress and innovation.
P gical prog L . - High level of secrecy, which can limit cooperation with international

" Robust state control and coordination of defence industry develop- partners.

ment.

(continued on next page)
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Table 3. Continued

Opportunities Threats

The USA: The USA:
- Development of new technologies such as artificial intelligence, cy- Sre;opolltlcal instability and growing tensions with other major pow

bersecurity and space systems. ’

] - - . " Cyber attacks and threats from new technologies.
- Increase international cooperation and partnerships.
- . ) . ) :

" Support for innovative start-ups and the private sector. ggfnew r;:::til:‘);ufsrtt:irgsother countries that are rapidly developing their
France: France: ’
" Expanding cooperation within the European Union. - Economic crises and budgetary constraints.
- ) . : ) .

Investments in new technologies and innovative projects. " Increasing competition from other European and international de-
= Increase in exports of defence products. fence companies.
China: - Political instability and changes in government policy.
= Investing in new technologies and artificial intelligence. China:
" Expanding international influence through the export of defence . Geopolitical instability and conflicts with other major powers.

products. - Cyber attacks and technological competition.
- )

Development of space programmes and cybersecurity. " Economic problems that may limit defence industry funding.

Each country in question - the USA, France, and China - has unique strengths and opportunities for defence industry
development and faces specific weaknesses and threats. The USA enjoys the largest defence budget, significant
technological capabilities and global influence, but dependence on political decisions and high costs can be problematic.
France and Germany have a solid technical base and active participation in international defence programmes but face
limited budgetary resources and dependence on European politics. China has seen significant growth in its defence budget
and technological progress, but limited international cooperation and state control may pose challenges.

Effective management of these factors and adaptation to changes in global security is critical to ensuring the sustainable
development of the defence industry. The balance between domestic development, international cooperation and
innovation allows countries to respond effectively to current security challenges and support their strategic interests. Table
4 summarises the analysis results of different countries' approaches to defence industry development.

Table 4. Approaches of different countries to the development of the defence industry.

Approaches Characteristics

The United States of America

" Significant investments in research and development (R&D).
Innovation and research - Cooperation with the private sector, universities and research institutes.
- The Defence Advanced Research Projects Agency (DARPA) focuses on the development of revolutionary technolo-

gies for national security.

International cooperation " Active participation in international defence projects and alliances (e.g. NATO).
and exports " Support for defence exports through government programmes.
China
o " The synergy between the civilian and military sectors for technology development (civil-military integration policy).
Synergistic approach
" Significant investments in technologies such as artificial intelligence, cybersecurity and space systems.
Public administration and - Strategic planning through state programmes and five-year plans.
planning - Supporting leading state-owned enterprises and encouraging the private sector to participate in defence projects.
France
. - Active participation in European defence projects and initiatives (e.g., the European Defence Fund).
European cooperation
- Joint programmes with other EU countries to develop new weapons systems.
National support for inno- " State support for research and innovation through subsidy and grant programmes.

vation -

Integration of research institutions with the defence industry.

The information presented in Table 4 will allow us to characterise the main directions of improving the effectiveness of the
defence industry in the practice of advanced countries. On this basis, it is possible to formulate recommendations for other
countries under threat or already in war, including Ukraine.
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DISCUSSION

A study of the role of industrial policy in developing a country's defence industry has shown that active government
support, strategic planning and investment in research and development are critical success factors. An analysis has shown
that countries with developed defence industry support mechanisms, such as the USA, France and China, demonstrate
higher technological readiness and innovation.

Liwdng (2022) argues that without the active involvement of the state, most national defence companies would not be
able to achieve a high level of technological maturity and innovation. However, Reis (2021) and Luisari (2023) warn of the
possible negative consequences of excessive government intervention, which can lead to inefficient resource allocation
and reduced incentives for innovation. This study also considers this aspect, emphasising the need for a balanced public
policy that avoids excessive intervention but ensures support for critical projects.

Pasternak et al. (2023) emphasise that international alliances and joint programmes facilitate the exchange of technology
and knowledge, which significantly increases the efficiency of the defence industry. The results obtained in the current
study support this thesis, demonstrating that cooperation between NATO and the EU provides opportunities for joint
development and lower research and production costs. However, Harutyunyan and Davtyan (2019) note that international
programmes often face coordination and benefit-sharing issues, which can reduce their effectiveness. The current study
also identified these problems, highlighting the need for clear international legal regulations to ensure effective
coordination and benefit sharing among participants.

Lopez and Garcia (2020) note that countries with high R&D investments demonstrate a higher level of technological
readiness and the ability to adapt quickly to changing market conditions. The results of the author's work confirm this
thesis, as investment in R&D is a critical factor in the competitiveness of the defence industry. However, Fursina (2021)
thinks such investments can be ineffective without proper management and control, which is often the case in countries
with high levels of corruption and low institutional capacity. The author's study also focuses on this aspect, emphasising
the importance of institutional quality for effectively using R&D investments.

Molling and Schiitz (2021) note that cooperation between different countries in the field of defence technology contributes
not only to their accelerated development but also to strengthening international security. The author of this study shares
this view, citing examples of successful international projects, such as the joint development of military aircraft and missile
defence systems. However, Ikon and Jumeli (2022) focus on technology transfer challenges and risks between the civilian
and defence industries. They note the risk of sensitive information and technology leakage to unfriendly states or terrorist
organisations. This study also identified these risks, emphasising governments' need for strict control and regulation.

Powell-Turner and Murgatroyd (2021) emphasise the importance of integration into global supply chains to improve the
efficiency of the defence industry. The results support this thesis, highlighting that globalisation provides access to new
markets and technologies while increasing competition. Newlove-Eriksson and Eriksson (2023) claim that cooperation with
international organisations such as NATO and the EU can significantly improve the efficiency of national defence industries.
The current study confirms this thesis, showing that international organisations provide financial support, facilitate
technological exchange and set standards.

The results of the study showed that the main objectives were successfully achieved. The analysis demonstrated the
significant role of industrial policy in ensuring the sustainable development of the defence industry through the introduction
of effective economic and legal mechanisms. It was also determined that international legal regulation, in particular arms
control agreements and international cooperation, play a key role in shaping a stable and predictable system of defence
industry development.

The results confirm the importance of state support, international cooperation and R&D investments for developing the
defence industry. At the same time, they point to the need for a balanced approach to public policy, precise international
legal regulation and control over technology transfer. Thus, this study adds to the existing knowledge and provides new
perspectives for further research. On the other hand, its findings can be used to develop recommendations to strengthen
Ukraine's defence industry and increase its international competitiveness. Taking into account the approaches of different
countries of the world to the field of defence industry presented in Table 4 and the analysis of theoretical and empirical
data, it is possible to make the following recommendations:

= introduce preferential taxation and other economic incentives for companies investing in the latest technologies and
innovative developments in the defence industry (for example, subsidy and grant programs taking into account the
French experience);
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= establish joint ventures and consortia with foreign partners to implement major projects in the defence industry
following the example of the USA;

= develop programmes to finance research and development in the defence industry, involving universities, research
institutes and the private sector (using the French experience);

= create innovation clusters and technology parks for the development of start-ups and small enterprises working in
the field of defence technology (US example);

= regularly analyse and evaluate the effectiveness of the implemented measures, adjusting the strategy to align with
changes in the external and internal environment (using China's planning experience).

CONCLUSIONS

The defence industry is essential to the global economy's research and production sector and is critical in ensuring national
security and defence capability. Developing the defence industry is a strategic priority for many countries, including the
United States, China, and France, each of which has its own approaches to industrial policy.

The defence industry of the countries studied is a complex and multilevel system that includes large corporations, research
institutions, and government agencies. These companies receive substantial funding from the state budget, actively invest
in research and development, cooperate with international partners, and maintain their products' high quality and
innovation. As a result, they remain world leaders in defence technology and production. A significant amount of research
is carried out in cooperation with private companies and universities, which allows them to pool resources and knowledge
to achieve high results.

These countries are leaders in defence technology and production, ensuring their products' high quality and innovation
and strengthening their national security and economic strength. The USA has the highest indicators' values for the
analysed period. Defence spending in 2023 amounted to USD 813 billion, 28.53% of the country's GDP. The budgets of
the Ministries of Defence of France and China also showed growing results, ranging from USD 200 billion to USD 300
billion.

Summarising the study's results, particularly the approaches advanced countries use to improve the efficiency of the

defence industry, allows us to formulate some recommendations for Ukraine. The main directions for improving the

efficiency of Ukraine's defence industry can be as follows:

= strengthening state support by funding innovation and R&D in the defence sector;

= stimulating innovation by encouraging cooperation between universities and research centres;

= developing international cooperation through participation in international defence-related projects;

. ensuring efficient resource management by implementing long-term defence industry development programmes and
supporting the country's strategically important enterprises.

To summarise the analysis, a balanced industrial policy that combines economic and international legal aspects is the key
to creating a sustainable and competitive defence industry. Further research in this area will help develop more effective
strategies for developing the defence industry and enhancing national security and economic stability.
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Ipmiyerko 1., Faspnnerko H., KpacHoctaHosa H., Karmpyss M., banvyk-lletpocosa O.

POJIb MPOMMUCJIOBOI MOJIITUKU B PO3BUTKY O6OPOHHO-MPOMUC/IOBOr0 KOMIMJIEKCY
AEPXXABU: MDKHAPOAQHO-MPABOBE TA EKOHOMIYHE PEIYJ/I'OBAHHA

MpomucnoBsa NoniTMka € KIIYOBUM €/1EMEHTOM, L0 BU3HAYa€E PO3BUTOK EKOHOMIYHUX CEKTOPIB, 30kpeMa 060pOHHO-Npo-
MWCIOBOr0 KOMMJEKCY. B cyyacHMX yMOBax 3poCTaHHS reonosiTMYHOI Hanpy»XeHOCTi, TEXHOMOrYHOro nporpecy Ta rnoba-
ni3auii NUTaHHs eeKTUBHOrO (bYHKLIIOHYBaHHS M PO3BUTKY 060POHHO-MPOMMUCIIOBOrO KOMMEKCY CTaE HaZ3BMYaiHO aK-
TyanbHUM. MeTa AOCNiMKEHHS — BU3HAUMTW 1 NpoaHanisyBaTu Hanbinbll edekTUBHI cTpaTerii Ta nigxoan A0 PO3BUTKY
060pPOHHO-NPOMMCIOBOr0 KOMIJIEKCY, SIKi MOXYTb 6yTW aganToBaHi ans YKpaiHu. JocnigpkeHHs MpoBOAnAM 3 BUKOPUCTAH-
HSIM METOAIB NOPIBHANBHOIO, cMcTeMHOro Ta SWOT-aHanisy. Pe3ynbTat AOCNiIAXKEHHS NoKa3anu, WO KOXHa 3 po3risiHy-
TUX kpaiH — CLUA, ®paHuia Ta Kutail — Mae yHikanbHi MOXJIMBOCTI 1Sl pO3BUTKY 060POHHO-NMPOMUCIIOBOIO KOMMEKCY,
ane TaKoX 3ilUTOBXYETbCS 3 NEeBHUMM 3arpo3amu. CLUA Bonogie HalbinbwmM 060poOHHUM BIOAKETOM, 3HAUHUMKU TEXHOSO-
FMYHMMU MOXXIIMBOCTSIMW, ane 3arpo3n CTBOPIOKOTb 3aMIEeXHICTb Bif NONITUYHMX pilleHb i BUCOKI BUTpaTU. ®paHuis Mae
CWUIbHY TeXHIYHY 6a3y, ane CTMKAETLCS 3 OBMEXEHUMU BIOAXKETHUMI pecypcaMu Ta 3aNeXxHIiCTIO Bif, €BPONECLKON Nosi-
TUKU. KnuTaih AEMOHCTPYE CYTTEBE 3POCTaHHsI 060POHHOMO BIOMKETY, ane o6MexeHa MiXkHapoAHa crniBrnpaus CTaE Ha 3aBagi
ctabinbHOMYy pO3BMTKOBI 060POHHO-NPOMMCIIOBOro Kommnekcy. OTpuMaHi pe3ynbTaTh 3acBigyyioTb, WO 36anaHcosaHa
NMpOMUCIIOBA NOJIITVKA, sIKa NOEAHYE EKOHOMIYHI Ta MDKHAapPOAHO-NPaBOBi aCMeKTU, € K/IOUYEM 10 CTBOPEHHS! CTIMKOI 1 KOH-
KYPEHTOCNPOMOXHOT 060POHHOI NPOMMCIOBOCTI. MoAanbLui AOCHIMKEHHS B LIl LapyHi AOMNOMOXYTb pO3pobuTy 6inbL ede-
KTWBHI CTpaTerii Ans po3BUTKY 060POHHO-NMPOMMUCIIOBOIO KOMMEKCY, NIABULLEHHS HauiOHanbHOI 6e3nekn Ta eKOHOMIYHOI
cTabinbHoCTi.

KnwouoBi cnoBa: npoMucsioBa NONITUKA, OBOPOHHO-MPOMMUCIIOBUA  KOMMIEKC, EKOHOMIYHE  perysoBaHHS,
Mi>KHApOAHO-NPaBOBE perysoBaHHs, HauioHanbHa 6e3neka, rasy3eBa CTpaTeris po3BUTKY, BUCOKOTEXHOSOMYHA NpoayK-
uis

JEL Knacudpikauina: F52, H56, L5, L51, L52
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