
Space Pirates, or, Subsidizing Industrial Sabotage in

Outer Space
∗

Ronald B. Davies† Joseph Francois‡ Rodrigo Polanco§

March 21, 2024

Abstract

Much like the exploitation of global trade by the first multinationals, early space

commerce has the potential to lead to significant conflict as privateers seek to use force

to capture resources from others. Governments currently subsidize research increasing

such disruptive capabilities despite the fact that international law makes governments

– not firms – liable for damages. We show that this can be explained in a setting

where the potential possibility of conflict a↵ects the terms of an agreement outlawing

them. In essence, by increasing the conflict capabilities of one’s own firms, this enables

a government to push for a more favorable treaty. We demonstrate that under plausi-

ble assumptions, this works to the benefit of technologically-advanced nations. Thus,

subsidizing current space activities is likely to cement current international income

inequality.

JEL classification: F51, F53, H25, K20

Keywords: Outer Space; Subsidies; Treaty formation.

∗
We thank participants at the 2024 Law and Economics of Space-Based Commerce Workshop for useful

comments. All errors are our own.
†
Corresponding author. University College Dublin, School of Economics. Email: ronald.davies@ucd.ie

‡
World Trade Institute. Email: Joseph.Francois@wti.org

§
World Trade Institute. Email: Rodrigo.Polanco@wti.org

1

mailto:ronald.davies@ucd.ie
mailto:Joseph.Francois@wti.org
mailto:Rodrigo.Polanco@wti.org

