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Abstract

Military market places display obvious inefficiencies under most institutional
arrangements; that of the Soviet Union was characterized by monopoly and a
seller’s market to an unusual degree. Monopoly is a particular problem where
experience goods are traded since the consumer cannot respond to bad
experience by switching repeat purchases to another supplier. The consumer’s
likely response is to invest more in evaluation of quality prior to purchase, to
be more reluctant to buy, and to exploit the available non-market means to
influence the seller. In the case of the Soviet market for military equipment the
Russian archives provide evidence of these in the activities of the military
procurement agents of the defence ministry. The effectiveness of the military
agents was limited by the seller’s counteractions and because the buyer was
obligated to come to a compromise with the seller. The outcomes, including
persistent low-quality output and its rejection up to a point, were in the
common interest of both buyer and seller.
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