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Conventional Arms Transfersto Developing Nations,
1992-1999

Summary

This report is prepared annuadly to provide unclassified quantitative data on
conventional arms transfers to developing nations by the United States and foreign
countries for the preceding eight calendar years. Some general data are provided on
worldwide conventional arms transfers, but the principal focus is the level of arms
transfers by major weapons suppliers to nations in the devel oping world.

Developing nations continue to be the primary focus of foreign arms sales
activity by weaponssuppliers. During theyears 1992-1999, thevaue of armstransfer
agreements with developing nations comprised 68.3% of al such agreements
worldwide. More recently, arms transfer agreements have declined generally, but
those with devel oping nations still constituted 66.4% of al such agreements globally
from 1996-1999, and 68% of these agreementsin 1999.

The value of all armstransfer agreements with developing nationsin 1999 was
nearly $20.6 billion. Thiswas the highest total, in real terms, since 1996. In 1999,
the value of al arms deliveries to developing nations was $22.7 billion, a notable
decrease in deliveries values from 1998 ($26.5 billion in constant 1999 dollars).

Recently, from 1996-1999, the United States, Russia, and France have
dominated the arms market in the developing world, with the United States ranking
first each of the last two yearsin the value of armstransfer agreements. From 1996-
1999, the United States made $25.7 billion in arms transfer agreements with
developing nations, 33.6% of dl such agreements. Russia, the second leading supplier
during this period, made $14.3 billionin armstransfer agreements, or 18.7%. France,
the third leading supplier, made $9 billion or 11.7% of al such agreements with
developing nations during these years.

In 1999, the United States ranked first in arms transfer agreements with
developing nations at $8.1 hillion or 39.2% of these agreements. Russiawas second
with $4.1 billion or 19.9% of such agreements. Germany ranked third with $2 billion
or 9.7% of such agreements. The total value of U.S. armstransfer agreements with
developing nationsin 1999 notably increased, in rea terms, from 1998. 1n 1999, the
United States ranked first in the value of arms deliveries to developing nations at
$11.4 hillion, or 50.1% of al such deliveries. The United Kingdom ranked second at
$3.9 billion or 17.2% of such deliveries. France ranked third at $2.2 billion or 9.7%
of such deliveries.

During the 1996-1999 period, the United Arab Emirates (U.A.E.) ranked first
among developing nations in the value of armstransfer agreements, concluding $7.7
billion in such agreements. Indiaranked second at $7.3 billion. Saudi Arabiaranked
third with $7.1 billion. In 1999, South Africa ranked first in value of arms transfer
agreements among al devel oping nationsweaponspurchasers, concluding $3.3billion
insuch agreements. Egypt ranked second with $2.6 billionin such agreements. Israel
ranked third with $2.3 billion.
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Conventional Arms Transfers to Developing
Nations, 1992-1999

Introduction

Thisreport providesunclassified background datafrom U.S. government sources
on transfers of conventional arms to developing nations by major suppliers for the
period 1992 through 1999. It aso includes some data on world-wide supplier
transactions. It updatesand revisesthereport entitled “ Conventional Arms Transfers
to Developing Nations, 1991-1998,” published by the Congressional Research Service
(CRS) on August 4, 1999 (CRS Report RL30275).

The data in the report illustrate how global patterns of conventional arms
transfers have changed in the post-Cold War and post-Persian Gulf War years.
Relationships between arms suppliers and recipients continue to evolve in response
to changing political, military, and economic circumstances. Despite global changes
since the Cold War’ s end, the developing world continues to be the primary focus of
foreign arms sales activity by conventional weapons suppliers. During the period of
this report, 1992-1999, conventional arms transfers to developing nations have
comprised 68.3% of the vaue of dl international arms transfers. In 1999, arms
transfer agreements, which represent orders for future delivery, with developing
countriesrose significantly from 1998 total s, comprising 68% of the value of al such
agreements globally. The portion of agreements with developing countries
congtituted 66.4% of al agreements globaly from 1996-1999. Deliveries of
conventional arms to developing nations, from 1996-1999, constituted 77.9% of al
international arms deiveries. In 1999, arms deliveries to developing nations
constituted 66.8% of the value of all such arms deliveries worldwide.

The datain thisnew report completely supercede all data published in previous
editions. Since these new data for 1992-1999 reflect potentially significant updates
to and revisions in the underlying databases utilized for this report, only the data in
thismost recent edition should beused. Thedataare expressedin U.S. dollarsfor the
calendar yearsindicated, and adjusted for inflation (see box notes on page 2). U.S.
commercially licensed arms exports areincorporated inthe main delivery data tables,
and noted separately (see box note on page 14). Excluded are armstransfers by any
supplier to subnationa groups.
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CALENDAR YEAR DATA USED

All arms transfer and arms delivery datain thisreport are for the calendar year
or calendar year period given. This applies to both U.S. and foreign data alike.
United States government departments and agencies publish data on U.S. arms
transfers and deliveries but generaly use the United States fiscal year as the
computational time period for thesedata. (A U.S. fiscal year coversthe period from
October 1 through September 30). Asaconsequence, there are likely to be distinct
differences noted inthose published total susing afisca year basisand those provided
in this report which use a calendar year basis for its figures. Details regarding data
used are outlined in footnotes at the bottom of Tables 1, 2, 8 and 9.

CONSTANT 1999 DOLLARS

Throughout this report values of arms transfer agreements and values of arms
deliveries for dl suppliers are expressed in U.S. dollars. Values for any given year
generaly reflect the exchange rates that prevailed during that specific year. In many
instances, thereport convertsthese dollar amounts (current dollars) into constant 1999
dollars. Althoughthishelpsto eliminatethedistorting effectsof U.S. inflation to permit
amore accurate comparison of variousdollar levelsover time, the effects of fluctuating
exchange rates are not neutralized. The deflators used for the constant dollar
calculations in this report are those provided by the U.S. Department of Defense and
are set out at the bottom of Tables 1, 2, 8, and 9. Unless otherwise noted in the
report, all dollar values are stated in constant terms. Because al regional data
tables are composed of four-year aggregate dollar totals (1992-1995 and 1996-1999),
they must be expressed in current dollar terms. Where tables rank leading arms
suppliersto developing nations or leading devel oping nation recipients using four-year
aggregate dollar totals, these values are expressed in current dollars.

DEFINITION OF DEVELOPING NATIONS AND REGIONS

The developing nations category, as used in this report, includes all countries
except the United States, Russia, European nations, Canada, Japan, Australia, and New
Zedland. A listing of countries located in the regions defined for the purpose of this
anadysis-Asia, Near East, Latin America, and Africa-s provided at the end of the
report.




CRS-3
Major Findings
General Trends in Arms Transfers Worldwide

The value of dl arms transfer agreements worldwide (to both developed and
developing nations) in 1999 was nearly $30.3 billion. Thisisaclear increasein arms
agreements values over 1998. Thistotal, however, is substantially lower than those
reached in the early 1990s, the period of post-Persian Gulf war rearmament. (chart
1)(table 8A).

In 1999, the United States led in arms transfer agreements worldwide, making
agreements valued at nearly $11.8 billion (38.9% of all such agreements), up from
$10.3 billionin 1998. Russiaranked second with $4.8 billion in agreements (15.9%
of these agreements globally), up notably from $2.6 billionin 1998. Germany ranked
third, even asits arms transfer agreements worldwide dropped from $5.1 billion in
1998to $4 hillionin 1999. TheUnited States, Russiaand Germany, collectively made
agreements in 1999 valued at nearly $20.6 billion, 68% of al international arms
transfer agreements made by all suppliers (figure 1)(tables 8A and 8B).

For the period 1996-1999, the total value of al international arms transfer
agreements (about $115.3 billion) has been notably less than the worldwide value
during 1992-1995 ($150.4 billion), a decline of 23.3%. As the worldwide arms
transfer agreement totals have declined, those with the developing world have
declinedto asmaller degree. During the period 1992-1995, devel oping world nations
accounted for 69.7% of the value of al arms transfer agreements made worldwide.
During 1996-1999, devel oping world nationsaccounted for 66.4% of dl armstransfer
agreements made globally. In 1999, developing nations accounted for 68% of all
arms transfer agreements made worldwide (figure 1)(table 8A).

In 1999, the United States ranked first in the value of al international arms
deliveries, making $18.4 billion in such deliveries or over 54%. Thisisthe eighth
year in arow that the United States has led in globa arms deliveries, reflecting, in
particular, implementation of arms transfer agreements made during and in the
aftermath of the Persian Gulf war. The United Kingdom ranked second in worldwide
arms ddliveries in 1999, making $4.5 hillion in such deliveries. Russia ranked third
in 1999, making $2.7 billion in such deliveries. These top three suppliers of aramsin
1999 collectively ddivered $25.6 billion, 75.3% of all arms delivered worldwide by
all suppliersinthat year. (Figure 2)(tables 9A and 9B).

Thevaueof dl international armsddiveriesin 1999 was nearly $34 billion. This
is a decrease in the total value of arms deliveries from the previous year ($36.4
billion), and the second lowest total of the last eight years. The total value of such
armsdeliveriesworldwidein 1996-1999 ($150.3 billion) was an increaseinthe value
of aamsddliveries by al suppliers worldwide from 1992-1995 (about $145.9 billion).
(figure 2)(tables 9A and 9B)(charts 7 and 8).

Developing nations from 1996-1999 accounted for 77.9% of the value of all
international arms deliveries. In the earlier period, 1992-1995, developing nations
accounted for 72.6% of the vaue of dl armsddliveriesworldwide. Most recently, in
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1999, developing nations collectively accounted for 66.8% of the value of al
international arms deliveries (figure 2)(tables 2A, (9A and 9B).

Therecontinuesto beintense competition among major weaponssuppliers. Yet,
thelimited resources of most devel oping nationsto expend on weapons, and the need
of many sdlling nations to secure cash for their weapons, also places constraints on
significant expansion of thearmstrade. Developed nations are likely to continue to
seek to protect important elements of their own national military industrial bases, and,
as aresult, are likely to limit their weapons purchases from one another. In these
circumstances, those nationsthat effectively restructure and consolidate their defense
industries seem most likely to be the key players in the emerging international arms
marketplace. Sometraditional arms supplying nations may further deem it necessary
to engagein morejoint production venturesor in multinational mergers, such assome
German and French defense firms did in forming EADS (European Aeronautic,
Defense and Space Company) in 1999, to sustain the competitiveness and viability of
their national defense industrial sectors.

Various weapons exporters are seeking to maintain and expand arms sales to
nations and regions where they have competitive advantages due to prior
political/military tiesto the prospectivebuyers. New armssalesopportunitiesmay yet
develop with some European nations in the new century due to the expansion of
NATO. To date, this has not occurred to any notable degree. The limited financial
resources of the new NATO members has been an important impediment to
significant new arms purchases by them. Consequently, thesenationsarelikely, inthe
near term, to focus on upgrades of existing weapons systems in ways that require
fewer maor expenditures by their governments.

As individual nations in the Near East, Asia, and Latin America attempt to
replace older military equipment, it is possible that additional notable arms sales may
result. Nonetheless, alarge part of the developing world has not recovered fully from
recent international financial problems. The 1997-1998 fall in the price of crude oil,
now reversed, created great financia difficultiesfor some Persian Gulf states. Saudi
Arabiafound itslf in significant financid straits, in light of the various obligationsiit
undertook during and after the 1990-1991 Persian Gulf war, its domestic spending
programs, and the magnitude of the costs associated with its weapons procurement
program. Although since 1999, the price of crude oil hasrisen significantly, that fact
does not necessarily mean that most mgor oil producing nations in the developing
world will soon launch new, expensive, weapons procurements. The United Arab
Emirates (U.A.E.) has made measured and significant purchases of advanced military
hardware, particularly combat aircraft. The U.A.E. has been in sound financial
condition, and this circumstance has made it a prime client for major arms suppliers,
while giving it significant leverage in bargaining over final weapons contracts.

Thefinancid crissinAsain 1997 led to amagjor curtailment of planned weapons
purchasesby several statesinthat region, and had the additional effect of reducingthe
income of other developing countries dependent on trade with Asia. While the
economic sSituation in Asa appears to have stabilized, the improved financial
environment has not resulted infull restoration of arms procurement plans underway
in key Asian nations at the time they fdl into financid difficulties. Although some
Latin American states have expressed interest in modernizing older items in their
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military inventories, domestic budget constraintshave so far curtailed implementation
of these programs. A lack of necessary national funds and the paucity of financing
creditshasalso led many devel oping nationsto curtail or defer purchases of additional
weaponry. Giventhe present international economic environment, it seemslikely that
major weapons purchases will be made by more affluent developing countries, and
that the remainder of the armstrade will be based on the support and maintenance of
existing weapons systems and rel ated equi pment, and/or significant upgrades of these
systems and equipment, where feasible.

General Trends in Arms Transfers to Developing Nations

The value of all armstransfer agreements with developing nationsin 1999 was
nearly $20.6 billion. Thiswas the highest totd, in real terms, since 1996. The tota
value of new armstransfer agreementswith devel oping nations hasgenerally declined
since 1992 (chart 1)(figure 1)(table 1A). In 1999, the value of al arms deliveries
to developing nations ($22.7 hillion) was a substantial decrease from the value of
1998 deliveries values ($26.5 billion), and the lowest total of the last eight years
(charts 7 and 8)(figure 2)(table 2A).

Recently, from 1996-1999, the United States, Russia, and France have
dominated the arms market in the developing world, with the United States ranking
first each of the last two yearsin the value of arms transfer agreements. From 1996-
1999, the United States made $25.7 billion in arms transfer agreements with
developing nations, 33.6% of dl such agreements. Russia, the second leading supplier
during this period, made $14.3 billion in armstransfer agreementsor 18.7%. France,
thethird leading supplier, made nearly $9 billion or 11.7% of al such agreementswith
developing nations during these years. In the earlier period (1992-1995) the United
States ranked first with nearly $43.3 billion in arms transfer agreements with
developing nations or 41.3%; France made $26.2 hillion in agreements or 25%.
Russia made nearly $13 billion in arms transfer agreements during this period or
12.3% (table 1A)(figure 1).

Throughout the 1990s, most armstransfersto devel oping nationswere made by
two to three major suppliersin any given year. The United States has ranked either
first or second among these suppliers every year from 1992-1999. France has been
a consistent competitor for the lead in arms transfer agreements with developing
nations, ranking firstin 1994 and 1997, and second in 1992, 1993, and 1998, although
Russia hasranked second or third during the 1996-1999 period. Ascompetition over
the international arms market intensifies, France seems more likely to rank higher in
arms deals with developing nations than Russia. As a supplier nation, Russia has
more significant limitations in its prospective arms client base than other major
western suppliers. Armssupplierslikethe United Kingdom and Germany, from time
to time, may conclude significant orders with developing countries. At theturn of a
new century, however, the United States seems best positioned to lead in new arms
agreementswith developing nations. Furthermore, it seemslikely that very expensive
weapons orders from individual developing countries will be sporadic in the near
term. Consequently, the overal level of the armstradeis likely to remain generally
flat for the foreseeable future, with annual salestotalswell below those of the Persian
Gulf war period.
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Suppliers in the tier below the United States, France, Russia, and the United
Kingdom—suchasGermany, China, other European, and non-European suppliershave
been participants in the arms trade with developing nations at a much lower level.
They are, nonetheless, capable, of making an occasional arms dea of a significant
nature. However, most of their annual arms transfer agreements totals during 1992-
1999 are at comparatively low levels. Few of these countries are likely to be major
suppliers of advanced weaponry on a sustained basis. With afew exceptions, most
of them are more likely to make sales of |ess sophisticated and |less expensive military
equipment ( tables 1A, 1F, 1G, 2A, 2F and 2G).

United States.

In 1999, thetotal value, inrea terms, of United States armstransfer agreements
with devel oping nations roseto about $8.1 billionfrom $6.4 billionin1998. TheU.S.
share of the value of al such agreements was 39.2% in 1999, a dight increase from
38.3% in 1998 (charts 1, 3 and 4)(figure 1)(tables 1A and 1B).

The high value of U.S. arms transfer agreements with developing nations is
attributable to major purchases by key U.S. clientsin the Near East, and to alesser
extent in Ada, together with continuation of well established defense support
arrangements with such purchasers. U.S. transactions with these buyers in 1999
included not only the sale of new weapons systems, but the upgrading of existing
ones, and provision of various spare parts, ammunition, ordnance, training, and
support services. Among major weapons systems sold in 1999 by the United States
were 50 F16D fighter aircraft to Israel for over $2 billion and 24 F16C/D fighter
aircraft to Egypt for about $1billion. Egypt aso purchased an M1A1 Abrams main
battle tank package for co-production of 100 tanks. In Asia, the United States sold
Singapore 8 AH-64D Apache helicopters for about $400 million. Taiwan aso
purchased CH-47SD Chinook helicoptersand 2 E2 Hawkeye AEW aircraft. Although
such salesof new weapons systemswere an important element of the U.S. salestotals
for 1999, the sale of spare parts, upgrades to existing systems, munitions, training,
and support services still accounted for a very significant part of overall U.S. arms
orders, reflecting the large number of nations in the developing world that have
acquired and continue to use American military egquipment.

Russia.

The total value of Russias arms transfer agreements with developing
nations rose notably from about $2.3 billion in 1998 to $4.1 billion in 1999, placing
it second in such agreements with the developing world. Russia’s share of all
developing world arms transfer agreements increased as well, rising from 13.4% in
1998 t0 19.9% in 1999 (charts 1, 3 and 4)(figure 1)(tables 1A, 1B and 1G).

Russia sarmstransfer agreements total s with devel oping nations declined every
year from 1995 through 1998, although during thisfour-year period it actually ranked
second among al major suppliersto developing countries, making over $14.3 billion
in agreements. Its arms agreement values ranged from a high of $5.8 billion in 1995
to a low of $1.4 billion in 1993 (in constant 1999 dollars). Russia's arms sales
performance reflects the continuing effect of the economic and political problems
stemming from the breakup of theformer Soviet Union. Many of Russia straditional
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arms clients are less wealthy developing nations that were once provided generous
grant military assistance and deep discounts on arms purchases. After thedissolution
of the Soviet Unionin December 1991, Russiadid not resumethose practices. Russia
now actively seeksto sdll weapons as ameans of obtaining hard currency. Although
some former arms clients in the developing world continue to express interest in
obtaining additional Russian weaponry, they have been restricted indoing so by alack
of funds to pay for the armaments they seek.

In its efforts to make lucrative new sales of conventional weapons, Russia has
confronted significant difficultiesas most potential cash-paying arms purchasershave
been longstanding customers of the United States or major West European suppliers.
These prospective arms buyers have proven reluctant to replace their weapons
inventories with unfamiliar non-Western armaments when newer versions of existing
equipment are readily available from their traditional suppliers, even in an era of
intense competition. The difficult transition Russia has been making from the state
supported and controlled industrial system of the former Soviet Union has aso led
some potential armscustomersto question whether the Russian defenseindustriescan
be reliable suppliers of the spare parts and support services necessary for the
maintenance of weapons systems they sell abroad.

Nevertheless, because Russia has had a wide variety of weaponry to sell, from
the most basic to the highly sophisticated, and despite the interna problems evident
inthe Russian defenseindustria sector, various developing countriesstill view Russia
as a potential source of their military equipment. Accordingly, Russia has made
strong efforts to gain arms agreements with devel oping nations that can pay cash for
their purchases, and Russian sales since 1995 indicate that Russia has had varying
degrees of successin doing so. During this period, Russia made smaller arms deals
with Kuwait and the United Arab Emirates for armored fighting vehicles and with
Malaysia for MiG-29 fighter aircraft. Iran, primarily due to its own economic
difficulties, as well as U.S. pressure on Russia, recently ceased to be a mgor
purchaser of arms from the Russians. Iran had been a primary purchaser of Russian
armamentsin the early 1990s, receiving such items as MiG-29 fighter aircraft, Su-24
fighter-bombers, T-72 tanks and Kilo class attack submarines. Iragwasonceamajor
purchaser of advanced weaponry from Russia, but has been a lost source of orders
since the Persian Gulf war.

Russid s principal arms clients since 1994 have been China and India. Among
Russia s notable armsdeal s during the most recent years have been the sale of 40 new
Su-30MK fighter aircraft to India, amajor longstanding client. Various elements of
a longer range plan for procurement as well as co-production of a number of
advanced Russian weapons systems were agreed to with India in 1999, which are
likely to result in significant aircraft, missile, and nava craft sales to the Indian
government inthe near future. Russia sarmssupplying relationship with Chinabegan
to maturein 1994. By 1996 Russia had sold Chinaat least 72 Su-27 fighter aircraft
aswell asfour Kilo classattack submarines. Subsequently, alicensing agreement was
finalized between Russiaand China, permitting the Chineseto co-produce at least 200
Su-27 aircraft. Russia also sold Chinatwo Sovremenny-class destroyers. In 1999,
the Chinese purchased between 40-60 Su-30 multi-role fighter aircraft for an
estimated $2 billion, and other deal sfor future procurement of other weapons systems
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were agreed to in principle. Thusit appearslikely that Chinaand Indiawill continue
to figure significantly in Russia s arms export calculus for the foreseeable future.

China.

Chinaemerged asanimportant arms supplier to devel oping nationsin the 1980s,
primarily due to arms agreements made with both combatants in the Iran-Iraq war.
During the period of this report, the value of China' s arms transfer agreements with
developing nations reached its peak in 1999 at $1.9 billion. Its sales figuresin 1999
resulted generally from severa smaller valued weapons dealsin Asia, Africa, and the
Near East, rather than one or two especialy large sales of mgor weapons systems.
Pakistan continues as a key Chinese client. From 1992 through 1999, the vaue of
China sarmstransfer agreementswith devel oping nations has averaged $860 million
annually. China, morerecently, hasbecomeamajor purchaser of arms, primarily from
Russia(tables 1A, 1G and 1H)(chart 3).

Sincethelate 1980s, few clientswith financial resources have sought to purchase
Chinese military equipment, much of which isless advanced and sophisticated than
weaponry availablefrom Western suppliersand Russia. Chinadoes not appear likely
to beamajor supplier of conventional weaponsintheinternational armsmarket inthe
foreseeable future. However, reports persist in various publications that China has
sold surface-to-surface misslesto Pakistan, atraditional client. Iranand North Korea
have also reportedly received Chinese missle technology. These reports raise
important questions about China's expressed commitment to the restrictions on
missile transfers set out in the Missile Technology Control Regime (MTCR). With
aneed for hard currency, and with products (especially missiles) that somedeveloping
countrieswould liketo acquire, China can present an important obstacleto effortsto
stem proliferation of advanced missle systemsto someareas of the devel oping world
where political and military tensions are significant.

Major West European Suppliers.

The four magjor West European suppliers (France, United Kingdom, Germany,
and Italy), asagroup, registered a significant decrease in their collective share of dl
arms transfer agreements with developing nations between 1998 and 1999. This
group’s share fell from 30.5% in 1998 to 16% in 1999. The collective value of this
group’s arms transfer agreements with devel oping nations in 1999 was $3.3 hillion
compared with atotal of over $5.1 billionin 1998. Of these four, Germany was the
principal supplier with $2 billion in agreements, an increase from $1.5 billion in 1998.
The German agreement total in 1999 was primarily attributable to the sale to South
Africa of four MEKO A200 patrol corvettes and three Class 209 diesel-electric
submarines. France registered a significant decline in arms agreements from $2.6
billion in 1998 to $400 million in 1999. The United Kingdom also registered a
notable decline in arms agreements from over $1 billion in 1998 to $500 million in
1999. Italy, meanwhile, registered an increase from essentially nil in 1998 to $400
million in 1999 (charts 3 and 4)(tables 1A and 1B).

The four mgjor West European suppliers, collectively, held a 30% share of dl
armstransfer agreementswith devel oping nations during the period from 1992-1999.
Since the end of the Persian Gulf war, the major West European suppliers have
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generally maintained anotable share of armstransfer agreements. For the 1996-1999
period, they collectively held 24% of dl arms transfer agreements with developing
nations ( $18.4 billion). Individual supplierswithin the major West European group
have had notable years for arms agreements, especially France in 1992, 1993, 1994,
and 1997 ($10.1 hillion, $4.5 hillion, $9 billion, and $4.8 hillion respectively). The
United Kingdom also had large agreement years in 1992, 1993, and 1996 ($2.1
billion, $2.6 billion, and $2.1 respectively). Germany’ s agreement total in 1999 of $2
billion was its highest over the last eight years. For each of these three nations, large
agreement totals in a single year have reflected the conclusion of a few very large
arms contracts with one or more major purchasers in the particular year (table 1A
and 1B).

The major West European suppliers have had their competitive position in
weapons exports enhanced by traditionally strong government marketing support for
foreign arms sales. Since they can produce both advanced and basic air, ground, and
nava weapons systems, the four major West European suppliers have proven capable
of competing successfully with the United States and Russiafor arms sales contracts
with developing nations. The relative decline in overall demand in the global arms
marketplace does, however, create a more difficult environment for individual West
European suppliers to secure large new contracts with developing nations on a
sustained basis. Consequently, some of these suppliers may chose not to competefor
some sales of certain types of weapons systems, even reducing or eliminating some
categories of items they have been producing. Instead, they may embrace increasing
numbers of joint production ventures with other key European weapons suppliers or
even purchasers in an effort to sustain maor sectors of their individual defense
industrial bases. Therecent trend toward mergers of various European defensefirms
may encourage more joint ventures of this kind.

Regional Arms Transfer Agreements

The Persian Gulf war from August 1990-February 1991 played amajor rolein
stimulating high levels of arms transfer agreements with nations in the Near East
region. The war created new demands by key purchasers such as Saudi Arabia,
Kuwait, the United Arab Emirates, and other members of the Gulf Cooperation
Council (GCC), for avariety of advanced weaponssystems. These demandswere not
only aresponseto Iraq’ saggression against Kuwait, but concernsregarding perceived
threats from apotentially hostile Iran. In Asia, effortsin several countriesfocused on
upgrading and modernizing defense forces have led to important new conventional
weapons salesin that region. Russia also, in the 1990s, developed a significant role
asthe principal supplier of advanced conventional weaponry to China. The dataon
regional armstransfer agreements from 1992-1999 continue to reflect the primacy of
developing nations in the Near East and Asiaregions as customers for conventional
armaments.

Near East.
The Near East has generally been the largest arms market in the developing

world. In 1992-1995, it accounted for 52.1% of the total value of all developing
nations arms transfer agreements ($48.1 hillion in current dollars). During 1996-
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1999, the region accounted for 46.3% of al such agreements ($34.3 hillionin current
dollars) (tables 1C and 1D).

The United States has dominated arms transfer agreements with the Near East
during the 1992-1999 period with 50.9% of their total value ($41.9 billion in current
dollars). France was second during these years with 26.6% ($21.9 billion in current
dollars). Recently, from 1996-1999, the United States accounted for 49.3% of arms
agreements with this region (over $16.9 billion), while France accounted for 20.4%
of the region’s agreements ($7 billion in current dollars), representing most of the
arms transfer agreements by the major West European suppliers with the Near East
(chart 5)(tables 1C and 1E).

Asia.

Asiahasgenerally been the second largest devel oping world armsmarket. Inthe
earlier period (1992-1995), Asa accounted for 40.4% of the total value of al arms
transfer agreementswith developing nations ($37.3 billionin current dollars). During
1996-1999, the region accounted for 37.6% of all such agreements ($27.9 billionin
current dollars) (tables 1C and 1D).

In the earlier period (1992-1995), the United States ranked first in the value of
armstransfer agreements with Asawith 30.6%. Russiaranked second with 22.3%.
The maor West European suppliers, as a group, made 32.2% of this region’'s
agreements in 1992-1995. In the later period (1996-1999), Russian ranked first in
Asian agreements with 37%, on the strength of major combat aircraft salesto China
and India. The United States ranked second with 23.9%. The major West European
suppliers, asagroup, made 20.8% of thisregion’ sagreementsin 1996-1999. (Chart
6)(table 1E).

Leading Developing Nations Arms Purchasers

Saudi Arabia has been, by a clear margin, the leading developing world arms
purchaser from 1992-1999, making arms transfer agreements totaling $28.9 billion
during these years (in current dollars). Inthe 1992-1995 period, the value of itsarms
transfer agreements was high ($21.8 billion in current dollars). From 1996-1999,
however, the total value of Saudi Arabia's arms transfer agreements dropped
sgnificantly to $7.1 billion (incurrent dollars). Thisdeclineresulted from Saudi debt
obligations stemming from the Persian Gulf era, coupled with a significant fall in
Saudi revenues caused by the notable decline in the market price of itsoil. Thetotal
value of dl aimstransfer agreements with developing nations from 1992-1999 was
$166.1 billionincurrent dollars. Saudi Arabiaaonewasresponsiblefor 17.4% of all
developing world arms transfer agreements during these eight years. In the most
recent period, 1996-1999, Saudi Arabiaranked third in arms transfer agreements by
devel oping nations behind the United Arab Emirates ($7.7 billion in current dollars)
and India ($7.3 billion in current dollars), yet still accounted for nearly 10% of the
value of dl developing world arms transfer agreements ($7.1 billion out of $73.9
billion in current dollars) (tables 1, 1H, 11 and 1J).
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The values of the arms transfer agreements of the top ten developing world
recipient nations in both the 1992-1995 and 1996-1999 periods accounted for the
major portion of the total developing nations arms market. During 1992-1995, the
top ten recipients collectively accounted for 76.3% of all developing world arms
transfer agreements. During 1996-1999, the top ten reci pients collectively accounted
for 64.3% of al such agreements. Arms transfer agreements with the top ten
developing world recipients, as agroup, totaled $15.9 billionin 1999 or 77.3% of all
arms transfer agreements with developing nations in that year. This reflects the
continued concentration of major arms purchases by devel oping nationswithin afew
countries (tables 1, 11 and 1J).

South Africaranked first among al developing world recipientsin the vaue of
armstransfer agreements in 1999, concluding $3.3 hillionin such agreements. Egypt
ranked second in agreements in 1999 at $2.6 hillion. Isradl ranked third with $2.3
billion in agreements (table 1J).

Saudi Arabia was the leading recipient of arms deliveries among developing
world recipientsin 1999, receiving $6.9 billionin such deliveries. Saudi Arabiaalone
received 30.4% of thetotal value of all arms ddliveriesto devel oping nationsin 1999.
Taiwan ranked second inarms deliveriesin 1999 with $2.6 billion. Isragl ranked third
with $2 billion (tables 2 and 2J).

Arms deliveries to the top ten developing nation recipients, as a group, were
valued at $18.2 billion, or 80.3% of al armsdeliveriesto devel oping nationsin 1999.
Six of these top ten recipients were in Asia (tables 2 and 2J).

Weapons Types Recently Delivered to Near East Nations

Regiona weapons ddivery data reflect the diverse sources of supply of
conventional weaponry available to developing nations. Even though the United
States, Russia, and the four major West European suppliers dominate in the delivery
of the fourteen classes of weapons examined, it is aso evident that the other
European suppliers and some non-European suppliers, including China, are capable
of being leading suppliers of selected types of conventional armamentsto developing
nations (tables 3-7) (pages 64-68).

Weapons deliveries to the Near East, the largest purchasing region in the
developing world, reflect the substantial quantities and types delivered by both major
and lesser suppliers. The following isan illustrative summary of weapons deliveries
to thisregion for the period 1996-1999 from table 5 (page 66):

United States.

e 393 tanks and self-propelled guns
1,576 APCs and armored cars

4 minor surface combatants

91 supersonic combat aircraft

62 helicopters

799 surface-to-air missiles

57 anti-ship missiles
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Russia.

e 290 tanks and self-propelled guns
510 APCs and armored cars

1 submarine

20 supersonic combat aircraft

60 helicopters

140 surface-to-air missiles

China.

5 guided missile boats

10 supersonic combat aircraft
300 surface-to-air- missiles
160 anti-ship missiles

Major West European Suppliers.
270 tanks and self-propelled guns
390 APCs and armored cars

2 mgor surface combatants

15 minor surface combatants

8 guided missile boats

2 submarines

30 supersonic combat aircraft

10 anti-ship missiles

All Other European Suppliers.

e 120 tanks and self-propelled guns
110 artillery

1,230 APCs and armored cars

2 maor surface combatants

5 minor surface combatants

20 supersonic combat aircraft

30 helicopters

All Other Suppliers.
e 3 minor surface combatants
o 20 surface-to-surface missiles

Large numbers of major combat systemswere delivered to the Near East region
from 1996-1999, in particular, tanksand self-propel led guns, armored vehicles, minor
surface combatants, artillery pieces, supersonic combat aircraft, helicopters, air
defense and anti-ship missiles. The United States made significant deliveries of
supersonic combat aircraft to the region. Russia, the United States, and European
suppliers in general were the principal suppliers of tanks and self-propelled guns.
Three of these weapons categori es—supersonic combat aircraft, helicopters, and tanks
and self-propelled guns—are especialy costly and are an important portion of the
dollar values of arms deliveries of the United States, Russia, and European suppliers
to the Near East region during the 1996-1999 period. The cost of naval combatants
is dso generaly high, and suppliers of such systems during this period had their
delivery vaue totals notably increased due to these transfers. Some of the less
expensive weapons systems delivered to the Near East are deadly and can create
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important security threats within the region. In particular, from 1996-1999, China
delivered to the Near East region 160 anti-ship missiles, while the United States
delivered 57. Chinaalso delivered 5 guided missile boatsto the Near East, while the
major West European suppliers collectively delivered 8 guided missile boats. Other
non-European suppliers delivered 20 surface-to-surface missiles.
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UNITED STATES COMMERCIAL ARMS EXPORTS

The United States commercial deliveries data set out below are included in the main data
tables for deliveries inthis report. They are presented separately here to provide an indicator of
their overall magnitude in the U.S. aggregate deliveries totals for the world and for devel oping
nations. The United States is the only major arms supplier that has two distinct systems for the
export of weapons. the government-to-government Foreign Military Sales (FMS) system, and
the licensed commercial export system. It should be noted that data maintained on U.S.
commercial sales agreements and deliveries are incomplete, and not collected or revised on an
on-going basis, making them significantly less precise than those for the U.S. FMS
program—which accounts for the overwhelming portion of U.S. conventional arms transfer
agreements and deliveries involving weapons systems. There are no official compilations of
commercial agreement data comparable to that for the FM S program maintained on an annua
basis. Once an exporter receivesfrom the State Department acommercial license authorization
to sell-valid for four years—thereisno current requirement that the exporter provideto the State
Department, on a systematic and on-going basis, comprehensive details regarding any sales
contract that resultsfrom the license approval, including if any such contract isreduced in scope
or cancelled. Nor isthe exporter required to report that no contract with the prospective buyer
resulted. Annua commercial deliveries dataare obtained from shipper’ s export documents and
completed licenses returned from ports of exit by the U.S. Customs Service to the Office of
Defense Trade Controls (PM/DTC) of the State Department, which makesthe fina compilation
of such data. Thisprocessfor obtaining commercia deliveries datais much less systematic and
much less timely than that taken by the Department of Defense for government-to-government
FMStransactions. Recently, efforts have been initiated by the U.S. government to improve the
timeliness and quality of U.S. commercial deliveries data. The values of U.S. commercial arms
deliveries to al nations and deliveries to developing nations for fiscal years 1992-1999, in
current dollars, according to the U.S. State Department, were as follows:

Fiscal Year Commercial Deliveries Commercial Deliveries
(Worldwide) (to Developing Nations)

1992 $2,667,000,000 $1,522,000,000
1993 $3,808,000,000 $2,921,000,000
1994 $3,339,000,000 $2,155,000,000
1995 $3,173,000,000 $1,804,000,000
1996 $1,563,000,000 $696,000,000
1997 $1,818,000,000 $1,141,000,000
1998 $2,045,000,000 $797,000,000
1999 $654,000,000 $321,000,000
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Summary of Data Trends, 1992-1999

Tables 1 through 1J (pages 39-49) present data on arms transfer agreements
with developing nations by major suppliers from 1992-1998. These data show the
most recent trends in arms contract activity by major suppliers. Delivery data, which
reflect implementation of salesdecisionstaken earlier, are shownin Tables 2 through
2J (pages 50-60). Tables 8, 8A and 8B (pages 71-73) provide data on worldwide
armstransfer agreements from 1992-1999, while Tables 9, 9A and 9B (pages 74-76)
provide data on worldwide arms deliveries during this period. To use these data
regarding agreementsfor purposes other than assessing general trendsin seller/buyer
activity is to risk drawing conclusions that can be readily invalidated by future
events—preci se valuesand comparisons, for example, may changedueto cancellations
or modifications of major arms transfer agreements. These data sets reflect the
comparative order of magnitude of arms transactions by arm suppliers with recipient
nations expressed in constant dollar terms, unless otherwise noted.

What followsisadetalled summary of data trends from the tablesin the report.
The summary statements also reference tables and/or charts pertinent to the point(s)
noted.

Total Developing Nations Arms Transfer Agreement Values

Table 1 showsthe annual current dollar values of armstransfer agreementswith
developing nations. Since these figures do not alow for the effects of inflation, they
are, by themselves, of somewhat limited use. They provide, however, the datafrom
which table 1A (constant dollars) and table 1B (supplier percentages) are derived.
Some of the more noteworthy facts reflected by these data are summarized below.

e Thevalueof dl aamstransfer agreements with developing nationsin
1999 was nearly $20.6 billion. This was the highest total, in rea
terms, for arms transfer agreements with developing nations since
1996 (tables 1 and 1A)(chart 1).

e Thetotal value of United States agreements with developing nations
rose from $6.4 billion in 1998 to $8.1 billion in 1999. The United
States' share of al developing world arms transfer agreements
increased from 38.3% in 1998 to 39.2% in 1999 (tables 1A and
1B)(chart 3).

e In 1999, the total value, in rea terms, of Russian arms transfer
agreements with developing nations increased notably from the
previous year, rising from $2.3 billion 1998 to $4.1 billion in 1999.
The Russian share of dl such agreements rose from 13.4% in 1998
t0 19.9% in 1999 (charts 3 and 4)(tables 1A and 1B).
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Chart 1. Arms Transfer Agreements Worldwide, 1992-1999
Developed and Developing Worlds Compared

1992 1993 1994 1995 1996 1997 1998

. Developed World . Developing World

1999
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Chart 2. Arms Transfer Agreements Worldwide
(supplier percentage of value)

4[;-5% US.
' 36.1%
Russia
13.9%
Russia
11.7% All Others
9.8% All Others
China Major W. European 16.8%
Major W. European 1.4% 28.6% China
28.8% 4.6%

1992-1995 1996-1999
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Chart 3. Arms Transfer Agreements With Developing Nations
(supplier percentage of value)

U.S. U.S.
38.3% 39.2%
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Chart 4. Arms Transfer Agreements With Developing Nations by Major Supplier, 1992-1999
(billions of constant 1999 dollars)

United States Russia
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Figure 1. Worldwide Arms Transfer Agreements, 1992-1999 and
Suppliers’ Share with Developing World
(in millions of constant 1999 U.S. dollars)

Supplier
United States
Russia

France

United Kingdom
China

Germany

Italy

All Other European
All Others
TOTAL

Supplier
United States
Russia

France

United Kingdom
China

Germany

Italy

All Other European
All Others
TOTAL

Supplier
United States
Russia

France

United Kingdom
China

Germany

Italy

All Other European
All Others
TOTAL

Worldwide Agreements
Value 1992-1995

72,803
17,529
28,834
6,968
2,047
4,898
2,581
8,877
5,857
150,394

Worldwide Agreements
Value 1996-1999

41,683
16,080
12,326
8,513
5,261
9,876
2,269
12,519
6,818
115,345

Worldwide Agreements
Value 1999

11,768
4,800
900
800
1,900
4,000
600
4,600
900
30,268

Percentage of Total with
Developing World

59.40
73.90
90.90
88.70
100.00
34.80
78.60
70.70
71.30
69.70

Percentage of Total with
Developing World

61.70
89.10
72.80
55.50
92.00
36.90
45.70
70.50
66.00
66.40

Percentage of Total with
Developing World

68.60
85.40
44.40
62.50
100.00
50.00
66.70
56.50
66.70
68.00
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e Thefour mgor West European suppliers, asagroup, (France, United
Kingdom, Germany, Italy), registered a significant decrease in their
collective share of al arms transfer agreements with developing
nations between 1998 and 1999. Thisgroup’ ssharefell from 30.5%
in 1998 to 16% in 1999. The collective value of this group’s arms
transfer agreements with developing nationsin 1998 was over $5.1
billion compared with atotal of $3.3 billionin 1999 (tables 1A and
1B)(charts 3 and 4).

e France registered a dramatic declinein its share of al arms transfer
agreements with developing nations, falling from 15.3% in 1998 to
1.9%in 1999. The value of its agreements with developing nations
fel from about $2.6 hillion in 1998 to $400 million in 1999 (tables
1A and 1B).

e 1n 1999, the United States ranked first in arms transfer agreements
with developing nationsat $8.1 billion. Russiaranked second at $4.1
billion, while Germany ranked third at $2 billion (charts 3 and
4)(tables 1A, 1B and 1G).

Regional Arms Transfer Agreements, 1992-1999

Table 1C gives the values of arms transfer agreements between suppliers and
individual regionsof the developing world for the periods 1992-1995 and 1996-1999.
These values are expressed in current U.S. dollars' Table 1D, derived from table
1C, gives the percentage distribution of each supplier’s agreement values within the
regions for the two time periods. Table 1E, also derived from table 1C, illustrates
what percentage share of each developing world region’'s total arms transfer
agreementswasheld by specific suppliersduring theyears 1992-1995 and 1996-1999.
Among the facts reflected in these tables are the following:

Near East.

e TheNear East hasgenerally been the largest regional arms market in
the developing world. In 1992-1995, it accounted for 52.1% of the
total value of al developing nations armstransfer agreements ($48.1
billionin current dollars). During 1996-1999, the region accounted
for 46.3% of al such agreements ($34.3 billion in current dollars)
(tables 1C and 1D).

e The United States has dominated arms transfer agreements with the
Near East during the 1992-1999 period with 50.9% of their total
value ($41.9 hillion in current dollars). France was second during
these years with 26.6% ($21.9 billion in current dollars). Most
recently, from 1996-1999, the United States accounted for 49.3% of
al arms transfer agreements with the Near East region (over $16.9

! Because these regional data are composed of four-year aggregate dollar total's, they must be
expressed in current dollar terms.
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billionincurrent dollars). France accounted for 20.4% of agreements
with thisregion ($7 billion in current dollars), representing most of
the arms transfer agreements by the major West European suppliers
to thisregion (chart 5)(tables 1C and 1E).

For the period 1992-1995, the United States concluded 66% of its
developing world arms transfer agreements with the Near East. In
1996-1999, the U.S. concluded 68.1% of its agreements with this
region (table 1D).

For the period 1992-1995, the four major West European suppliers
collectively made 37.6% of their developing world arms transfer
agreements with the Near East. In 1996-1999, the maor West
Europeans made 24.8% of their arms agreements with the Near East
(table 1D) .

For the period 1992-1995, France concluded 64.8% of itsdevel oping
world arms transfer agreements with the Near East. In 1996-1999,
France made 81.4% of its agreementswith the Near East (table 1D).

For the period 1992-1995, the United Kingdom concluded 45.3% of
its developing world arms transfer agreements with the Near East.
In 1996-1999, the United Kingdom made 28.9% of its agreements
with the Near East (table 1D).

For the period 1992-1995, Chinaconcluded 27.8% of its devel oping
world arms transfer agreements with the Near East. 1n 1996-1999,
Chinamade 35.4% of its agreements with the Near East (table 1D).

For the period 1992-1995, Russia concluded 19% of its developing
world armstransfer agreements with the Near East. In 1996-1999,
Russiamade 17.4% of itsagreementswith the Near East (table 1D).

In the earlier period (1992-1995), the United States ranked first in
arms transfer agreements with the Near East with 52%. France
ranked second with 31%. The United Kingdom ranked third with
5%. The major West European suppliers, as a group, made 37.6%
of thisregion’ sagreementsin 1992-1995. In thelater period (1996-
1999), the United States ranked first in Near East agreements with
49.3%. Franceranked second with 20.4%. Russiaranked third with
7%. The maor West European suppliers, as agroup, made 24.8%
of thisregion’s agreements in 1996-1999 (table 1E)(chart 5).
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Chart 5. Arms Transfer Agreements With Near East
(supplier percentage of value)
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Chart 6. Arms Transfer Agreements With Asia
(supplier percentage of value)
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Asia.

e Asa has generally been the second largest arms market in the
developing world. In the 1992-1995 period, Asia accounted for
40.4% of dl arms transfer agreements with developing nations
($37.3 billionin current dollars). In the more recent period, 1996-
1999, it accounted for nearly 37.6% of dl developing nations arms
transfer agreements ($27.9 billionin current dollars)(tables 1C and
1D).

e Inthe earlier period, 1992-1995, the United States ranked first in
arms transfer agreements with Asa with 30.5%. Russia ranked
second with22.3%. Themajor West European suppliers, asagroup,
made 32.2% of thisregion’s agreementsin 1992-1995. In the later
period, 1996-1999, Russia ranked first in Asian agreements with
37%, on the strength of major aircraft and naval vessel salesto China
and India. The United States ranked second with 23.9% .The major
West European suppliers, as a group, made 20.8% of thisregion’s
agreements in 1996-1999 (chart 6) (table 1E).

Latin America.

e Inthe earlier period, 1992-1995, the United States ranked first in
arms transfer agreements with Latin America with 30.3%. Russia
ranked second with 10.9%. The major West European suppliers, as
agroup, made 28.3% of thisregion’s agreementsin 1992-1995. In
the later period, 1996-1999, the United States ranked first with
27.4%. France ranked second with 9.1%. Russia was third with
6.8%. The major West European suppliers, asagroup, made 11.3%
of thisregion’s agreementsin 1996-1999. Latin Americaregistered
a decrease in the total value of its arms transfer agreements from
1992-1995t0 1996-1999, falling from about $4.6 billionintheearlier
period to $4.4 billion in the latter (tables 1C and 1E).

Africa.

e Intheearlier period, 1992-1995, Russian ranked first in agreements
with Africawith 26.3% ($600 millionin current dollars). Francewas
second with 8.8%. The maor West European suppliers, asagroup,
made 8.8% of the region’s agreements in 1992-1995, with France
being the only supplier from this group. The United States made
3.8%. In the later period, 1996-1999, Germany ranked first in
agreements with 26.7% ($2 billion). China ranked second with
13.4% ($1 billion). The major West European suppliers, asagroup,
made 40.1% of this region’s agreements in 1996-1999. Africa
registered asignificant increase in the total value of itsarmstransfer
agreements from 1992-1995 to 1996-1999, rising from $2.3 billion
in the earlier period to $7.5 hillion in the latter (in current dollars).
The notable rise in the level of arms agreements reflected, to an
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important degree, South Africa’ s new defense procurement program
(tables 1C and 1E).

Arms Transfer Agreements With Developing Nations, 1992-1999:
Leading Suppliers Compared

Table 1F gives the values of arms transfer agreements w