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Before getting into the literary highlights of this Journal, | want to specifically plug our photo contest.
As DISAM moved into its new facility, we realized that we had no photos of security assistance/cooperation
in action. Thus, we are asking you to help stock our facility with photos that exemplify your mission whether
you are a security assistance officer, schoolhouse, logistics or acquisition-centered unit in any facet that can
be captured by photo. Please take a few minutes and support this effort to collect examples of our successes.
Details immediately follow on the next page!

Our first feature is a series of articles noting the international role of the Naval Inventory Control Point,
whose 205 members support both Naval and Air Force programs in 84 countries. We will look at the
organization’s business plan, the role of the security assistance foreign representatives (SAFRs), and the scope
of case program reviews. Later in the Journal “Perspective” Section the Navy International Program Office
Deputy Director, Joe Milligan, takes a look at the application of quality standards to foreign military sales.

Secretary of State Powell's comments to the Senate Appropriations Committee regarding the fiscal year
2003 Homeland Security and fiscal year 2002 Supplemental Budget requests kick off the “Legislation and
Policy” Section. Policy implications are further explored within excerpts from a Richard Grimmett article
published this past August reviewing major arms providers and recipients. The Undersecretary of the Army
for Arms Control and International Security, the Honorable John R. Bolton lends insights as to the threat of
weapons of mass destruction, especially as they link to terrorist activity.

On the international organization front, U.S. Ambassador to the Organization of American States Roger
F. Noriega’s comments on the Organization of American States on the Inter-American Democratic Charter
and recent/ongoing challenges in Haiti, Venezuela, and Cuba. The Undersecretary for Political Affairs for
North Atlantic Treaty Organization Marc Grossman discusses the future of North Atlantic Treaty
Organization. Poland’s Defense Minister Jerzy Szmajdzinski answers questions regarding his country’s
involvement with the North Atlantic Treaty Organization.

Thomas Molloy examines education and training and the difficulties noted over the year within non-
resident English Language Training Programs (ELTPs). This article provides a solid foundation for SAOs,
and their hosts, to use in analyzing the pros and cons of their in-country programs. We also review ten years
of service by the Defense Institute of International Legal Studies (DIILS) and its over 500 mobile education
teams deployed to 83 countries during that period, as well as DISAM’s recent mobile education team visits to
Bulgaria, Bosnia and Herzegovina. Additionally, you can read about LOR/LOA-PEACE RIEMER as AFSAC
practically demonstrated to their commander how requests become cases.

The need for better use of technology is addressed as Greg Marme of USCENTCOM proposes a web-
based platform for the Security Assistance Automated Resource Management System. The changing
technology has resulted in a recently released International Military Student Pre-Departure Briefing, and now
available to training security assistance officers throughout the world read. Read Rick Rempes’ article for
more of the detalils.

Take a look in our final pages as Lieutenant General Walters cut the ribbon on our new facility, and
helped us celebrate twenty-five years of service to the community. The few photos do not do it justice, but we
are proud of our heritage and the new building, both of which are due in large part to your efforts around the
world working those issues we try our best to prepare you for. Please do not hesitate to come by and see us
if you ever visit Wright-Patterson Air Force Base for any reason, even if it is not for a future DISAM class.
We consider this your facility! And again, remember to send us those pictures of you accomplishing the
mission!

ﬂuz/ A ‘%y‘ %

RONALD H. REYNOLDS
Commandant
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The Defense Institute of Security Assistance Management is sponsoring a
photo contest to capture security assistance/cooperation programs in action. We
are searching for photos which best illustrate security assistance/cooperation in
any and all aspects. While it may be difficult to depict some areas (i.e. logistics,
acquisition, etc.), you may choose to submit in any of the categories listed below.
The top entrants in each of the categories will be announced and the pictures,
along with a profile of the submitting agency/person, will be published in the
Spring edition (2003) of the DISAM Journal. Photos may be submitted by
organizations or individuals to DISAM/DR (Photo contest), Building 52, 2475 K
Street, Wright-Patterson AFB, OH 45433-7641 not later than 15 March 2003.
Electronic photos should be submitted on CD in JPEG or TIFF format at a
minimum size of 1600 x 1200 pixels to the same address. Due to possible file
server space impacts, we cannot accept photos via e-mail. Photos cannot be
returned. The winners in each category will not only have their photo displayed in
the Journal, but will also receive a DISAM logo memento. The photos submitted
will also be used to decorate the walls at the new DISAM facility as a reminder to
all of the broad range of U.S. International programs.

Photo Contest Categories Capturing Security Assistance in Action:

FMS (i.e. Logistics, Acquisition, etc.)
FMS Training/IMET
International Cooperative Programs
Humanitarian Assistance/Civic Action
Peacekeeping Operations
Security Assistance Office Operations
Army
Navy
Air Force
Marine Corps
Coast Guard
Other Defense Agency Security Assistance (DLA, DCMA, NIMA, COE, etc.)

iii The DISAM Journal, Summer 2002



The DISAM Journal, Summer 2002



THE DISAM JOURNAL

of International Security Assistance Management
Summer 2002, Vol. 24 No. 4

Cover Features

Captain Thomas E. Steffen, USN, Naval Inventory Control Point
“Message from Captain Thomas E. Steffen” . .......... . ... ... .. .. . .. . ... ..... 1

Captain Thomas E. Steffen, USN, Naval Inventory Control Point
“Navy Inventory Control Point International Programs Business Plan” .. ........... 3

Ray MacWilliams, Naval Inventory Control Point
“Naval Inventory Control Point International Programs Organization and Mission” . .6

Robert W. Ketchum, Jr., Naval Inventory Control Point International Programs
“Security Assistance Foreign Representatives: Customers and Partners”

Geralyn Pero, Naval Inventory Control Point
“Department of Navy Foreign Military Sales Case Execution Performance Tool Update:
A Tool to Mine Data and Apply Business Rules to Improve Case Execution” . . ... 12

Edward Maher, Naval Inventory Control Point
“Foreign Military Sales Case Reconciliation Reviews”

Legislation and PoOliCY . . ... ... 17
Colin L. Powell, Secretary of State
“Fiscal Year 2003 Homeland Security Budget Request and the Fiscal Year 2002
Supplemental” . . ... .. 17

Richard F. Grimmett, Congressional Research Service The Library of Congress
“Conventional Arms Transfers to Developing Nations, 1994-2001"

Lincoln P. Bloomfield, Jr., Assistant Secretary for Political-Military Affairs
“Critical Infrastructure Protection” . ... ........ .. ... 86

John R. Bolton, Under Secretary for Arms Control and International Security
“Beyond the Axis of Evil: Additional Threats from Weapons of Mass Destruction . . .92

Roger F. Noriega, U.S. Ambassador to the Organization of American States
“The Organization of American States and the Democratic Charter

Marc Grossman, Under Secretary for Political Affairs
“The Future of North Atlantic Treaty Organization” . . ........................ 104

Douglas J. Feith, Under Secretary of Defense for Policy
“North Atlantic Treaty Organization’s Future”

v The DISAM Journal, Summer 2002



Jerzy Szmajdzinski, U.S. Polish Defense Minister
“Poland Eager to Embrace New North Atlantic Treaty Organization Relationships” 113

PerSPECHIVES. . . . 15... .1

Joseph Milligan, Navy International Programs Office
“Quality in Government: An Application of Quality Standards to the U.S. Foreign
Military Sales Program” . ... .. ... e 115

Education and Training . . . . . ..ottt 125

Thomas Molloy, Defense Language Institute English Language Center
“Why Some In-Country English Language Training Programs Do Not Work:
What Every Security Assistance Training Officer Should Know” ... ........... 125

Walter Munroe, Defense Institute of International Legal Studies
“Ten Years Later: An Organization Entitled Defense Institute of International Legal
Studies EVOIVES” . .. .. 131

Greg A. Marme, United States Central Command
“Web-Based Security Assistance Automated Resource Management System” . . ... 140

Virginia K. Caudill, Defense Institute of Security Assistance Management
“Defense Institute of Security Assistance Management Mobile Education Team
Travels to Sofia, Bulgaria” . .......... .. 144

Virginia K. Caudill, Defense Institute of Security Assistance Management
“Defense Institute of Security Assistance Management Mobile Education Team

Travels to Bosnia and Herzegovina” . .......... . 146
Richard C. Rempes, Defense Institute of Security Assistance Management
“International Military Student Pre-Departure Briefing” ...................... 149
Lieutenant Colonel Bill Rimpo, USAF, Defense Institute of Security Assistance
Management
“Foreign Military Sales and the Missile Technology Control Regime: A New Focus
Forthe FULUNE” . . . . e e 155
COMMUNILY . 50....1

Forrest “Ed” Smith, Defense Institute of Security Assistance Management
“Air Force Security Assistance Center Brings the New Commander On-Line:
Subtitle: LOA-Peace Reimer” .. ... . . e 159

Lieutenant Dana Clay, USN, Defense Institute of Security Assistance Management
“The Defense Institute of Security Assistance Management Celebrates Its 25th
Anniversary and the Grand Opening of Its New Facilities” .................. 162

Research and Consultation. . . . ... . e e e e 165

The DISAM Journal, Summer 2002 Vi



FEATURE ARTICLES

Message from Captain Thomas E. Steffen, SC, USN
Deputy Commander for International Programs,
Naval Inventory Control Point

| am pleased to introduce a series of article _
this issue’sDISAM Journalthat focus on the role
foreign military sales (FMS) at the Naval Invent
Control Point. FMS has played a vibrant role for
U.S. Navy, helping to forge strategic allian
throughout the world. The role of the Navy
providing support to friendly foreign military forc
around the globe goes back some fifty-five years
have gone from shipping 5,000 tents in suppo
President Truman’s Greek-Turkish Aid Progran
today’s current business of providing goods
services to eighty-four countries and internati
organizations in the neighborhood of $2.2 billic
year. We provide these goods and service
executing FMS cases, essentially contracts bet
the foreign customer and the U.S. supply sys o
NAVICP International Programs Directorate (C o
OF) serves as the case manager for close to a’h.;'l‘u‘
FMS cases with a total case value of over
billion. In this role, we serve as fiduciary agent tc
foreign customer for use of the funds they placc ..
the cases and as secondary support item supplier in providing the required item or part at the best
price and at the right time. We process requests for these secondary support items in the
neighborhood of $415 million per year from our FMS customers.

Code OF also serves as support to the other hardware system commands who are case
managers for initial weapon system sales for systems under their purview. We provide this
support by developing spares packages that accompany the original delivery of the weapon system
so that the FMS customer has full use of what was bought for the first three to four years of
operation. We provide ongoing support by insuring accuracy of information technology tools that
FMS customers and system command (SYSCOM) stakeholders use to manage their business. The
overall Navy portfolio that Code OF assists in supporting resides on over 4,600 FMS cases with
a total value of $54.5 billion.

To accomplish this, we have a highly skilled and experienced staff of professionals providing
the muscle that satisfies these FMS requirements. NAVICP International Programs consists of
about 200 civilians and five Supply Corps officers. It has evolved over the years and is currently
about a third of the size it was just ten years ago, but remains the Navy’'s leading change agent in
the FMS arena. As | said earlier, we actively support eighty-four countries, but let me try and put
that number into perspective. Within those eighty-four countries we support both the Air Force
and Navy. That's 168 supply systems with eighty-four sovereign regulatory bodies! The
complexity of mastering this range of customer logistics support systems, then finding ways to
have each of these systems efficiently interact with the U.S. Navy's systems, within the
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framework of regulatory requirements established by the U.S. and the customer countries, is the
essence of our challenge.

The accompanying articles will give you a glance at the international customers whom we deal
with, a look at one of our critical support functions in providing ongoing reconciliation of FMS
cases, and an overview of some of the changes that we have undertaken to meet the challenges of
the new century. We are also giving you a look at our business planning process, which addresses
supply system changes as well as the requirements of our other SYSCOM stakeholders.

It is my hope that you will find the articles informative and interesting, but more importantly,
| hope you will “feel” the enthusiasm we, at the NAVICP, have for our mission, delivering combat
capability to our allies through robust logistics support. Foreign military sales is important to the
national strategy, important to the U.S. Navy, and important to the allies who rely on it to maintain
their combat readiness in a hostile world. More than that, it is exciting, challenging, meaningful,
and ripe for change, and it is in this environment that the folks of NAVICP-OF thrive. As | depart
and turn over the reins of ICP OF to Captain Doug Sweeney, | am proud to bring you their story.
For more information, contact any of the authors of the articles or log onto our website at
www.navicp.navymil/of/ofhome.htm]

Thomas E. Steffen

The DISAM Journal, Summer 2002 2



Navy Inventory Control Point
International Programs Business Plan

By

Captain Thomas E. Steffen, SC, USN
Naval Inventory Control Point, Philadelphia, Pennsylvania and
Naval Supply Systems Command, Mechanicsburg, Pennsylvania

The International Programs Directorate at the Naval Inventory Control Point (NAVICP-OF)
serves as the Security Assistance Directorate at the Naval Supply Systems Command (NAVSUP
07) and operates in three different, but complementary, environments: supply chain management
and secondary item support, foreign military sales, and weapons system management.
Recognizing our position in these environments, NAVICP-OF/NAVSUP 07 has developed a
strategic business plan that serves our constituencies, using touchstones that keep us focused on
the main thing, delivering combat capability, through robust logistics support, to our allies.

NAVICP-OF/NAVSUP 07 serves primarily as the Navy’s International Logistics Control
Office (ILCO). An ILCO'’s fundamental responsibility is to act as a liaison between the service’s
logistics system and the logistics systems of customer countries. Integration of these ILCO
functions within the NAVICP brings to bear an impressive array of supply chain management,
weapons system management, and secondary item support expertise.

With respect to its programmatic foreign military sales (FMS) role, NAVICP-OF/NAVSUP 07
develops secondary item support policy, manages secondary item support cases, and maintains a
balanced financial and material portfolio of Navy FMS cases with a value in excess of $45 billion.

In this programmatic role, NAVICP-OF/NAVSUP 07 is responsible for achieving the Navy
International Programs Office (NAVIPO) and the Defense Security Cooperation Agency’s
(DSCA) vision for improved international support.

As home to resident security assistance foreign officers (SAFRs) from eighteen different
countries and given the Integrated Logistics System (ILS) and weapons system support mission
of the ICP, there is a driving responsibility to help both these constituencies achieve their goals
of improved and tailored support with greater efficiency and reduced total ownership cost.

It is with these interests in mind, that NAVSUP 07/NAVICP-OF 07 Strategic Business Plan
was developed, a plan that seeks to establish a cohesive path to achieving the vision and interests
of these different, but related, constituencies by leveraging NAVICP-OF talent, expertise,
relationships, and resources. The intent is to recognize, prioritize and resource an optimal mix of
initiatives; give each employee a clear understanding of the organization’s interests and their role
in achieving them; and demonstrate to our various sponsors and customers exactly how we are
committed to their success.

Touchstones:

/"Creased Capa°““ Reduce Net cos'
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There was a time when touchstones were used to determine the purity of gold or silver by the
color of the streak that was left after rubbing the piece of gold or silver across its black, flint-like
surface. Today it is a term that applies to any test that can be used to confirm the genuineness of
a thing. For the NAVICP/NAVSUP 07 Strategic Business Plan, we picked four touchstones:
expand the business base, reduce net cost, integrate, and measure. Every initiative we pursue
must move us closer to one or more of these touchstones. Many of the initiatives support more
than one touchstone, all other things remaining equal, increased throughput also results in reduced
net cost per item.

International Customer

Domestic Customer

NAVSUP DSCA SYSCOMs

NAVCIP ! Navy IPO LSAFRS

NAVCIP International Programs Business Plan

The use of touchstones gives everyone a simple but quantifiable point of reference. It also
significantly reduces the risk that two or more objectives have conflicting goals that might cancel
the benefits of each during implementation. Once an initiative meets the touchstone test, it is
evaluated on its support to our constituencies’ strategic plans. After passing these two steps, the
initiative becomes designated an objective and a NAVICP-OF “owner” is assigned. The objective
owner then develops an approach, methodology, and identifies the resources necessary to support
an aggressive implementing action plan. Finally, senior management within NAVICP-OF
evaluates each of the objectives, aligns resources or eliminates objectives where resources have
been fully allocated, and prioritizes the objectives that remain.

The “Expand Business Base” category focuses on secondary item support with the goal to
increase throughput in terms of productivity, capacity, range, depth, value, and/or utility. The
military, both domestic and international, seeks to increase capability, that is what “Expand
Business Base” delivers.

Every business seeks to release constraints to productivity or throughput. Doing so increases
capacity through efficiencies and increased capacity releases resources that can be devoted to
additional workload. Objectives include Dual Track (Hybrid/FMS Express), Repairable ltem
Replacement Option, Worldwide Redistribution Services, Repair Services, Follow-On Technical
Support, Customer ADP, FMS Market Pricing, Integrated Logistics and Financial Management
Services, and NAVICP/DFAS (Defense Finance and Accounting Service) Partnership.

The “Reduce Net Cost” category leverages NAVICP-OF expertise in establishing best
business practices to sustain or improve the range and depth of support services in an environment
of steady or declining resources, efficiencies deliver more power per dollar. International
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customers, seeking to improve their combat readiness and capability, are able to buy more support
without increasing their investment level.

On the process side of the equation, efficiencies produce savings that can be invested in
further improvements. The objectives within this category are FAS2000/PROS Il (Commercial
Buying Services), Case Execution, Online Capability, Data Integrity, Customer Training,
Performance Based Budgeting System, and Employee Development.

The objectives within the “Integration/PSICP” category strive to eliminate artificial barriers
between domestic and international support processes, to the mutual benefit of the Navy and our
international customers. Many of the barriers between domestic and international support are
more perceived than real and artificial barriers must be removed. Many barriers were created as
process controls information technology can deliver the same control without convoluting the
process. The objectives being pursued are back orders against direct requisitioning procedures
cases (BB/DRP), cooperative logistics supply support arrangement investment, repair reporting,
performance based logistics, allowance development, and enterprise resource planning.

The final category, “Metrics,” relates to the total business plan and is the measurement of the
output and outcome of each objective. There are four reasons to measure and develop meaningful
metrics. First, you need to understand and measure the process to identify opportunities for
improvement. Second, you need to be able to measure the impact of your initiatives—were the
intended results achieved? Third, you need measure performance from an internal, customer and
stakeholder perspective. Finally, it is a proven fact that people play harder when you keep score.
With this in mind, NAVICP-OF will deliver performance measures to the customer with “drill-
down” capability, use activity based costing to measure and identify opportunities to improve the
FMS process, and will support the NAVIPO initiative to use available information to track the
timeliness and value of case execution. The metrics packages will be web enabled through the
NAVICP International Programs Directorate website to provide global visibility to our customers
and stakeholders.

The future of Navy FMS lies within the NAVICP-OF Business Plan. The plan is innovative,
structured, goal oriented, and aggressive. It applies sound business principles and takes
maximum advantage of the legacy talent within NAVICP to deliver improved combat capability
to our international customers. It embraces the future and challenges traditional notions of
foreign military sales. NAVICP-OF will not be successful in every initiative, but we will win
more than we lose and continue to be the Navy’'s premier site for FMS expertise, management
excellence, and innovation.

For more detailed information about the NAVICP Code OF business plan, to review the FMS
E-business suite, or to find links to other important FMS websites, visit us at
http://www.navicp.navymil/of/ofhome.htm]

About the Author

Captain Tom Steffen’s recent tours have been as Commander, Naval Support Activity,
Mechanicsburg and Philadelphia, Pennsylvania, and in the Office of Chief of Naval Operations.
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Naval Inventory Control Point International Programs
Organization and Mission

By

Ray MacWilliams
Navy Inventory Control Point

The Naval Inventory Control Point (NAVICP) International Programs Directorate
Organization is led by Captain Tom Steffen who is dual hatted as both Naval Inventory Control
Point (NAVICP-OF) Deputy Commander for International Programs and Naval Supply Systems
Command (NAVSUP 07) Deputy Commander for Security Assistance. Under Captain Steffen
and his deputy, Mr. Rich Bennis, Assistant Deputy Commander for International Programs
(NAVICP-OFA), are two major directorates, the foreign military sales (FMS) Operations
Directorate, Code P75 and the Foreign Military Sales Policy and Program Support Directorate,
Code P76.

NAVICP Team
Commander
Indep. | | 00 | | Staff
Direct. - Ofcs.
Vice Commander NAVICP OF NAVSUP 07
Dep CDR for Dep CDR for
International Security
[oa| [oF]| [os] Programs Assistance
P75 P76
Operations Policy &

Program Support

Case Management

Supply Processing Policy & Procedures
Case Reconciliation Information System
Provisioning FMS Budget
Wpn Sys Configuration Foreign Training
Repairables SAFR Services
I_I_I I
| | | |
P751 P7541-7549 P761 P762 P763 P764
M0585 FMS Integrated Policy & Customer & Financial Transportation
Weapon Country Program Systems Operational | | Operations Assistance
Systems Teams Support

The FMS Operations Directorate, Code P75 has two departments, the Aviation Department,
Code P751, and the Integrated Country Program Team Department, Code P754. The FMS
Operations Directorate also has a matrix relationship with the International Programs Division
(Code M0585) of the Ships Support Directorate.

P751: The Aviation Department supports the Naval Air Systems Command (NAVAIR) in the
development and execution of major FMS aircraft programs. This is accomplished by producing
tailored initial support allowance lists and by supplying the required spare parts. The department
processes FMS customer requisitions for NAVICP cognizance material for follow-on support for
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thrity-five countries with 2405 aircraft and processes the repair of repairables (ROR) transactions
to fix not-ready-for-issue (NRFI) material and return the units to the FMS customer.

P754: The Integrated Country Program Team Department, within the NAVICP International
Programs FMS Operations Directorate, provides customer service and supply support for FMS
cases to one hundred and sixty customer countries. Code 754 manages FMS cases for weapon
system follow-on support (e.g. Direct Requisitioning Procedures, CLSSA and ROR) and is
responsible to the major hardware system commands (SYSCOMSs), such as NAVAIR and Naval
Sea Systems Command (NAVSEA). Case execution may include such support as requisition
processing, material follow-ups, supply discrepancy report (SDR) tracking, and customer liaison
services between the foreign military customer and the U.S. Navy supply system.

MO0585: The International Programs Division of the Ships Support Directorate designs and
develops optimal material support strategies for ship-related weapon systems in use by
international customers of the U.S. Navy. Functions performed include:

* Weapon system configuration management;
* Provisioning;

* Allowance determination;

* Requisition processing;

* Repairables management.

Code P76 has four departments:

* Policy and Systems Department, P761;

* Customer and Operational Support Department, P762;
* Financial Operations, P763;

» Transportation Department, P764.

P761: The Policy and Systems Department is responsible for the interpretation of U.S. law,
and Secretary of the Navy (SECNAV) and Department of Defense policies and procedures, which
support security assistance business processes. Code P761 also identifies, designs and develops
information systems applications for the Navy's FMS program. P761 provides formal training
for other OF components, as well as for NAVAIR, NAVSEA, Defense Financial and Accounting
Service (DFAS), responsible for the execution of FMS cases.

P762: The Customer and Operational Support Department is responsible for supporting the
needs of Code OF's security assistance foreign representatives including contracting support,
office supply management, billing services, and procurement. P762 is also the activity control
point for the coordination of the Foreign Military Training Program, this includes the
International Military Student Officer training program and its associated budget and logistical
requirements. This department also provides the management and oversight of the Code OF Field
Liaison and very important people visitor arrangements. This includes coordination of all country
clearances, passport and visa requirements, lodging, and escort services.

P763: The Financial Operations Department is Code OF’s business office. One of the
primary functions of this organization is to manage funds control for the organization. This
includes the control and execution of administrative and case funds as well as Military Articles
and Service Lists (MASL) and integrated product (IP) funding. P763 is also the focal point for
Code OF's Activity Based Costing (ABC) effort. This initiative will provide Code OF with
management data which will provide greater funds control. Other P763 functions include Audit
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and Inspector General liaison, case closure certificate issuance, invoice certification, and contract
obligation posting.

P764: The Transportation Department serves as the technical advisor for the physical
distribution of material in connection with the FMS programs. P764 also provides transportation
expedite services to FMS customers where required. P764 has been instrumental in the
deployment of new automated shipment tracking systems which give greater visibility to in transit
material for both customer and shipper greatly reducing the amount of lost or delayed deliveries.

The NAVICP International Programs Directorate organizational structure maintains the
country program focus, specific case focus, and a weapon system/platform focus that are integral
to the security assistance mission. The streamlined organizational design enables the NAVICP
International Programs Directorate to maintain mission capability in an austere funding
environment as well as improve service to both internal and external customers.

About the Author

Ray MacWilliams is the Deputy Director of the FMS Operations Directorate in the Naval
Inventory Control Point, International Programs Directorate. He has been with the organization
since it stood up in October 1996, and with the Naval Inventory Control Point/Aviation Supply
Office since September 1979. Ray earned a Bachelor’'s Degree in political science from Saint
Joseph’s University and an MBA from LaSalle University, both of Philadelphia.
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Security Assistance Foreign Representatives:
Customers and Partners

By

Robert W. Ketchum, Jr.
Naval Inventory Control Point International Programs

A select group of individuals work out of twenty-four separate offices on the Naval Inventory
Control Point's (NAVICP) Mechanicsburg and Philadelphia campuses. They do not wear U.S.
Navy uniforms. Their accents suggest distant shores to the ears of casual listeners. They work
and play very hard and they are very, very good at what they do. They are our customers and
partners in the enterprise known as foreign military sales (FMS); they are security assistance
foreign representatives (SAFRS) assigned to the NAVICP.

A SAFR is a fully accredited member of a foreign military or defense establishment tasked
with representing that government’s official business with the United States Navy. The vast
majority of them are military officers and they range in rank from Chief Petty Officer to Flag
Officer. Their postings at the NAVICP will vary from two to four years. They are, first and
foremost, officially tasked with serving the needs of their respective governments.

There is almost a forty-year legacy of foreign representatives at Naval Supply Systems
Command field activities. The Italian Navy established the first SAFR office in 1962 in Bayonne,
New Jersey, where the predecessor to the Deputy Commander for International Programs of the
NAVICP (Code OF) was located. Over those forty years, twenty-six countries have established
SAFR offices. The eighteen international customers with SAFR offices at NAVICP constitute the
largest and most active customers of the Navy’s FMS program. These facts speak to their impact:

* The Navy FMS Management Information System for International Logistics (MISIL)
caseload has a total value of $42.5B; SAFR countries have MISIL cases with a total value of
$31.8B.

* NAVICP managed FMS cases have a total net case value of $3.3B, SAFR countries
have cases with a total net case value of $3.0B.

e Through the first three quarters of fiscal year 2001, FMS customers worldwide
registered $855M in transactions on MISIL; SAFR countries accounted for $702M of that total.

All SAFR offices focus on logistics aspects of FMS cases assigned to NAVICP; the location
and monitoring of secondary item delivery is their bedrock responsibility. Some may also have
financial management responsibilities for these cases. SAFR offices with a logistics-only mission
rely upon their embassies for financial management. Thus, most SAFRs have extensive
experience as logisticians prior to their posting. Senior SAFRs typically have over twenty years
logistics experience in their own military prior to selection. SAFR selection is no small matter
for their government; in most cases the final selecting official is a flag level officer.

More than representatives of their governments, SAFRs serve as linchpins between their
military and defense systems and the U.S. supply system. They arrive as the experts on their
system and processes and they must quickly become familiar with the U.S. system. Eventually
they serve as the bridge between both systems, explaining their system to our FMS personnel and,
in turn, explaining the U.S. system to their countrymen. They stay vigilant to changes to the U.S.
system as, what might seem minor changes to us could have major ramifications to them. They
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host very important visitors from their countries and play key roles in case reconciliation reviews
that are conducted to ensure currency and accuracy of FMS case records.

Almost to a person, SAFRs acknowledge that the NAVICP International Program Directorate
Team, composed of program analysts, weapon systems experts, and repair specialists, supporting
the Code OF FMS case managers, constitutes the major resource in helping the SAFRs perform
their duties. The teams go beyond case management and supply processing support by
familiarizing the SAFR with our system and introducing them to people who provide services that
lay outside NAVICP control. SAFRs will readily suggest that if they had one piece of advice to
offer their replacements it would be to get to know their Code OF integrated program country
team early on in their tours. The respect SAFRs show their country teams is returned in kind by
those teams. It is a commonly voiced sentiment among the teams that SAFRs are invaluable
resources, able to bridge cultural and language gaps at all levels. Returning SAFRs have long
term, beneficial impact on FMS processes by applying the lessons learned during their tours when
they resume working back in-country, saving time and money for all concerned.

I3

NAVAI. |NVENTORY CONTROL POlNT

May 2001 group photo of SAFRs with Commander NAVICP and Deputy
Commander for International Programs, NAVICP.

Code OF recognizes that new SAFRs have needs beyond business requirements. SAFRs are
normally accompanied by their families. Upon arrival they face some fairly basic but critical
issues: finding a place to live, establishing bank and credit card accounts, obtaining a driver’s
license, getting kids into school, etc. Perhaps transparent to U.S. citizens, these issues can be
daunting to a newly arrived foreigner. The SAFR Support Group (Code 762) assists the new
arrivals in acclimating to life in the U.S., addressing the full range of quality of life issues,
enabling the SAFR to focus on what his country sent him here to do. The SAFR community is
universally appreciative of the services provided. The excellence of this unique service has been
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recognized on our side through award of a Hammer Tool Kit for providing “innovative and
effective services”.

SAFRs work closely with their colleagues at the NAVICP. At times, they find problems they
are dealing with on their program may be a common one shared across a number of weapon
system platforms and customer countries. An effective vehicle used to report problems to U.S.
authorities is a series of regular SAFR meetings with NAVICP management. Chaired by Code
OF, these quarterly meetings deal with the full range of supply processing issues and problems
experienced by the international customer. The U.S. side benefits from gaining visibility of
problems early enough so that quick and effective action can be taken.

SAFR participation in improving processes is not confined to the NAVICP. They have played
key roles in reinvention initiatives sponsored by Navy International Programs Office and Defense
Security Cooperation Agency. The SAFR community has proven a rich recruiting source for
international customer participation on teams that developed the Dual Track initiative, and are
developing alternatives to current stock investment arrangements as well as changes to
information systems which support FMS programs.

They become enthusiastic members of the international community, forming life-long
friendships, participating in the full range of social activities open to them. Whether it is playing
golf, participating in NAVSUP-sponsored social activities, or challenging U.S. officers in a free-
spirited football (we call it soccer) match there is a kinship and bond that builds up among this
group of professionals. They host a round robin series of luncheons with their colleagues
featuring distinctive cuisine of their homelands. And at year’s end, one of the most sought after
invitations is to the SAFR-hosted Holiday Party where they prepare favorite dishes to be sampled
and savored.

While they are in the U.S., they take advantage of the opportunity to travel the length and
breadth of the country. Starting out slowly, with a business trip here or there, they quickly gain
an appetite to see more of what this country has to offer. By the time their tour has ended, it is
not unusual for SAFRs to report having visited over thirty states. Indeed, one recent departing
SAFR managed forty-nine out of fifty states during his three-year tour. They bestow unqualified
praise for the richness and natural beauty of America and the warmth and diversity of its people.

SAFRs come to us first as our customers. They quickly become our partners in the enterprise
of FMS. By the time we part company, we do so as friends. It would be hard to imagine life at
the NAVICP without them.

About the Author
Robert W. Ketchum, Jr. is a Management Analyst with the Policy and Systems Department of

Code OF. He has worked in foreign military sales within Naval Supply System Command’s field
activities for twenty-four years.
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Department of Navy Foreign Military Sales
Case Execution Performance Tool (CEPT) Update:
A Tool to Mine Data and Apply Business
Rules to Improve Case Execution

By

Geralyn Pero
Naval Inventory Control Point

The Case Execution Performance Tool (CEPT) is a new tool for Department of the Navy
(DoN) foreign military sales (FMS) case managers (CM) to assist them in the management of
financial, logistics and closure data. It acts as a “warning system” when things go off track during
the case lifecycle.

Data associated with FMS cases resides in a multitude of “official” accounting and financial
systems, e.g., Management Information System for International Logistics (MISIL), Standard
Accounting and Reporting System (STARS), Defense Integrated Financial System (DIFS), as
well as in local databases, commonly referred to as “shoebox” records. All of the financial and
logistics data in these systems must agree for the case to be placed in a closed status. This creates
the need for multiple reconciliations to determine the true status of a case. While delivering the
goods and services is of paramount importance, maintaining the data associated with these
transactions is of equal importance if the case is to be closed out in a timely manner. Because of
the effort involved with bringing the data into agreement, reconciliation is often put off until the
FMS case materials and services are fully delivered. This delay causes an inefficient and
cumbersome closure process. Also, case closure is one of the top priorities for the international
customer. Failure to close cases in a timely manner ties up residual balances that could potentially
be used for future sales.

To assist the case managers in effectively managing case data throughout the case lifecycle,
the Navy International Programs Office (Navy IPO), with the assistance of the Navy Inventory
Control Point (NAVICP), has continued development and implementation of the Case Execution
Performance Tool (CEPT). The CEPT combines the data from these disparate systems and
provides a view of the case all in one place thereby enabling the CM to ascertain the status of
his/her case at any given point in time.

The CEPT is built on the financial, logistics and closure data resident in the information
warehouse maintained by the NAVICP. Information warehouse is a repository for MISIL and
STARS data. In the near future, DIFS data will also be available. CEPT takes this data and
processes it against various business rules that indicate if the FMS case is on track from a
logistics, financial and closure perspective. Violation of any one or a combination of rules will
cause a case to be colored “red”, indicating serious problems that need immediate action,
“yellow”, indicating less serious problems that require attention and possible action or “green”,
representing no business rule violations. The tool facilitates the generation of a multitude of
reports providing insight into trends and the analysis of business processes and case management
effectiveness. At the click of a mouse, Case Managers can view all of their cases and see where
their limited resources would be best applied. Quick identification and problem resolution
improves FMS case management and provides better service to our customers.

The CEPT is fully web-enabled and accessible via the NAVICP-OF website. Its functionality
as an effective tool has already been recognized as worthy of consideration for the Case Execution

The DISAM Journal, Summer 2002 12



Management Information System (CEMIS), a tri-service case management system being
developed under the direction of the Defense Security Cooperation Agency (DSCA).

Navy IPO and NAVICP are currently in the process of training the Navy security assistance
community along with our Defense Finance and Accounting System counterparts in preparation
for formal implementation by Navy IPO in July 2002 with reporting starting in October 2002. By
then, through effective use of its built-in warning system, CEPT will be a primary source for
viewing, resolving and preventing data related problems. Implementation of CEPT and the
enhanced focus on the integrity of case data, responds to one of our international customers’ top
priorities. Additionally we will gain the additional benefit of a more efficient use of our resources
by converting the long closure process into an event.

About the Author

Geralyn Pero currently works on the Operations Staff of the Naval Inventory Control Point,
International Programs Directorate. She has been with the directorate since October 1996. Prior
to that, she spent thirteen years in Washington, D.C. with Strategic Systems Programs
headquarters for the joint U.S. and U.K. Trident Weapon System program. She began her career
with the Aviation Supply Office in Philadelphia. Geralyn has a B.S. from Penn State University
and an M.B.A. from Virginia Tech.

Bibliography
The Navy Supply Corps Newslett&lovember/December 2001.

13 The DISAM Journal, Summer 2002



Foreign Military Sales Case Reconciliation Reviews
By

Edward Maher
Naval Inventory Control Point International Programs

Anytime you can sit down with your customers and provide them with a thorough financial
and logistics review of their entire portfolio of cases, you have established a powerful bond. For
both the U.S. team and the foreign customer, it is an opportunity to evaluate performance from
the preceding year, set support priorities for the coming year, and establish a personal relationship
among program representatives. It is also an ideal opportunity to exchange information that is
pertinent to future support, whether it be changes in logistics support techniques by the U.S. Navy
or organizational and financial changes in the international customer’s service. The case
reconciliation review (CRR), after a great deal of preparation, coordination, and negotiation, is
the venue that delivers this and more. The following is a brief overview of the CRR process.

Introduction

Management reviews have been used to manage foreign military sales (FMS) cases since the
inception of the program. Foreign military sales case reconciliation reviews (CRRs) are meetings
that are hosted by the Navy International Programs Office (Navy IPO) and are normally held at
the Naval Inventory Control Point, International Programs (NAVICP-OF) in Philadelphia,
Pennsylvania. NAVICP is designated the executive agent to conduct CRRs on behalf of Navy
IPO. CRRs held in Philadelphia, Pennsylvania and overseas are co-chaired by NAVICP and the
customer. Initially called implementation reviews or case management reviews, the name was
changed to case reconciliation reviews in 1992 to more accurately reflect the primary focus on
record reconciliation. The U. S. Navy conducts CRR meetings for customer countries when the
volume of a country’s FMS activity warrants it. During these meetings, representatives from the
customer country along with the U. S. Navy team conduct a line-by-line review of previously
determined FMS cases. The U. S. Navy team consists of representatives from Navy IPO,
NAVICP-OF, the systems commands, and other defense agencies as necessary. The CRR meeting
provides a valuable forum for the customer country to evaluate and comment on the execution of
their FMS program.

The scope of the CRR is limited to reconciliation of supply and financial records for FMS
cases managed in both the Management Information System for International Logistics (MISIL).
Standard Accounting and Reporting System (STARS) and related supply and financial
management issues. International customers are offered the opportunity to specify the cases they
desire to review, as well as the opportunity to review all of their cases within the above scope.
Other issues proposed by the FMS customer, such as program management matters, are referred
to Navy IPO for resolution in advance of the CRR. Detailed minutes of the meeting are prepared
and forwarded to all participants.

CRR Scheduling

Navy IPO centrally coordinates the annual schedule of CRRs with customer countries, U. S.
Navy and other applicable Department of Defense organizational elements. Each country whose
volume of FMS business warrants it will be scheduled for a review. Due to the diversity and
number of FMS cases, it is not practical to attempt to review all FMS programs for all countries.
Therefore, when there is only a small amount of business conducted with a country during a given
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fiscal year, a case reconciliation review may not be scheduled for that country. Twenty to twenty-
five CRRs are conducted each year with the military services of international customers.

In June of each year NAVICP-OF provides Navy IPO with a proposed schedule for the next
calendar year’s case reconciliation reviews. Navy IPO issues a new CRR schedule in August of
each year. The Navy IPO coordinates the review schedule with FMS customer countries, U. S.
Navy activities and any other Department of Defense organizations that may be needed at the
review. Once established, this schedule will be strictly followed. Changes will be considered
only if they will not disrupt the overall schedule. All change requests must be coordinated with

the Navy IPO.

Following was the CRR Schedule for Fiscal Year 2002:

Fiscal Year 2002 Case Reconciliation Review

Customer
Country Service Date Location
Greece Navy 23-25 Oct 2001 NAVICP Philadelphia
Italy Navy 30 Oct-1 Nov 2001 NAVICP Philadelphia
Korea Navy 5-6 Nov 2001 NAVICP Philadelphia
United Kingdom Navy and

Air Force 6-8 Nov 2001 NAVICP Philadelphia
Norway Air Force 27-28 Nov 2001 NAVICP Philadelphia
Brazil Navy 5-7 Feb 2002 NAVICP Philadelphia
Spain Air Force 15-17 Apr 2002 NAVICP Philadelphia
Spain Navy (TBD) Apr-May 2001 NAVICP Philadelphia
Egypt Air Force 22-25 Apr 2001 NAVICP Philadelphia
Egypt Navy 29 Apr-4 May 2002 NAVICP Philadelphia
Australia Air Force

and Navy 29 Apr-2 May 2002 NAVICP Philadelphia
Israel Navy and

Air Force 29 Apr-3 May 2002 Israel
Greece Air Force 7-9 May 2002 NAVICP Philadelphia
Canada Canadian

Forces 7-9 May 2002 NAVICP Philadelphia
Turkey Navy and

Army 13-17 May 2002 NAVICP Philadelphia
Turkey Air Force 22 May 2002 NAVICP Philadelphia
Germany Navy and

Air Force (TBD) June 2002 Germany
Japan JDA Jun 2002 with

FMR(18-22 Jun) DSCA

Kuwait Air Force 3-6 Sep 2002 NAVICP Philadelphia
Netherlands Navy (TBD) Sep 2002 NAVICP Philadelphia

15
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CRR Preparation Timeline

NAVICP-OF sends a letter of invitation to each customer country included on the review
schedule at least sixteen weeks prior to the date of the CRR. This letter tells the customer the date
and location of the review, provides a proposed agenda, and invites the customer country to send
representatives.

Customer countries must inform NAVICP-OF whether they want to review all FMS cases or
only specifically identified cases during the CRR meeting. Specific agenda items that the
customer wishes to discuss should also be identified. This information must be sent to NAVICP-
OF at least twelve weeks before the meeting is scheduled to begin.

NAVICP-OF advises CRR participants of the cases and issues selected for review ten weeks
prior to the CRR and requests the participants provide updated information.

Six weeks prior to the CRR, participants provide updated FMS case financial and supply
information to NAVICP. NAVICP assembles this data for presentation at the CRR.

Four weeks prior to each review NAVICP will conduct a pre-CRR meeting. This is the final
opportunity for case managers to provide NAVICP with updated case information. Briefings to
be given at the CRR will be approved at this meeting. This meeting is normally conducted in
person however, an “electronic meeting” may be conducted or the meeting may be waived in its
entirety by the Navy IPO Country Program Director.

Within two weeks after completion of the CRR, NAVICP-OF will publish the minutes of the
review. Organizations assigned actions during the CRR provide NAVICP-OF with updated
information on these actions until each is completed. NAVICP-OF publishes updates to the
minutes on a quarterly basis, until all action items are complete.

Conclusion

Case reconciliation reviews focus on high profile weapon system cases, supply active cases,
cases specifically requested by the customer, or cases entering the final closure process. Itis an
opportunity to “balance the customers’ checkbooks” while the checks are still being written.
From the domestic Navy side, CRRs are attended by personnel from Navy IPO, various systems
commands, DFAS, and other DOD activities which support specific FMS programs. Members of
the diplomatic corps or of flag rank may head attending teams from the individual countries.

About the Author
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LEGISLATION AND POLICY

Fiscal Year 2003 Homeland Security Budget Request and
the Fiscal Year 2002 Supplemental

By

Colin L. Powell
Secretary of State

[The following is a reprint of Colin Powell's testimony before the Senate Appropriations
Committee, Washington, DC, April 30, 2002]

Mr. Chairman, members of the committee, | am pleased to appear before you to testify in
support of President Bush’s budget request for the Department of State for fiscal year (FY) 2003
and his supplemental request for FY 2002 as those two requests pertain to the mission of
homeland security. And, as you specifically asked for, Mr. Chairman, | will also give you an
overview of the entire FY 2002 supplemental request for the Department of State and for foreign
operations.

This is my ninth budget hearing in three months, so | am averaging three per month. From
that record, Mr. Chairman, you can readily see that | believe these exchanges with the people’s
representatives are very important. The Department of State wants to make certain that this
committee, and others with funding responsibilities, have the best information possible upon
which to make their important dollar decisions.

President Bush recognizes the need of the Congress to receive information regarding the
homeland security activities of federal departments and agencies. Moreover, the Administration
shares your view, Mr. Chairman, that it is essential for federal, state, and local governments to
work together closely as part of the significant national effort to defend the United States and the
American people.

The Administration also recognizes that the country faces significant challenges regarding
homeland security and that it will take the cooperation of both the legislative and the executive
branches working together to meet them. In that regard, the Administration is committed to
ensuring that you and the Congress receive the appropriate information on what we are doing to
improve, enhance, and ensure the protection of our homeland.

With respect to homeland security, our role at the Department of State is not as large as that
of some of our fellow departments such as the Department of Defense or the Department of
Transportation. But we do have a vital role to play.

The Department of State is involved in protecting the homeland in two key areas: first, our
Border Security Program and, second, the physical security of certain government facilities and
employees in the United States.

Let me show you how the dollars are lined up against these two areas in the President’s FY
2003 Budget Request, and then I will turn to his Supplemental Request for FY 2002 and do the
same.
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Mr. Chairman, for homeland security there are $749.1 million in the FY 2003 request. These
dollars include:

e $643 million for the Machine Readable Visa (MRV) Fee-Funded Border Security
Program, which provides the technology backbone, personnel, and support, needed to carry out
consular and border security functions. Major initiatives funded within the FY 2003 program
include expansion of the Consular Consolidated Database and faster exchange of information on
visa applications, strengthening passport and visa document security, and increasing passport and
visa processing capability. We also welcome the opportunity to participate in the Office of
Homeland Security’s efforts to determine how biometrics can be employed to enhance border
security and to make movement easier for legitimate travelers.

e $104 million is for antiterrorism and domestic security initiatives and activities funded
through Diplomatic and Consular Programs. Domestic initiatives include state-of-the art access
control systems, off-site delivery inspections, emergency public address systems to facilitate
warnings and evacuations, a chemical/biological program, and enhanced explosive ordnance
disposal protocols.

* And finally, $2.1 million is for protection of USAID domestic facilities.
Mr. Chairman, let me now turn to the full FY 2002 Supplemental Request.

But before | do that, let me tell you how grateful we are at the Department of State for the
efforts of this committee and the House Appropriations Committee to get us the almost $1.8
billion in crucial Emergency Response Fund funding to address the immediate post-September
11, 2001 needs. That was just the start though.

We are asking for $1.6 billion supplemental funding for FY 2002. This amount includes $322
million for the Department of State and $7.4 million for the Broadcasting Board of Governors.
These dollars will address emergent building and operating requirements that have arisen as a
result of the September 11, 2001 terrorist attacks, including reopening our mission in Kabul,
Afghanistan; reestablishing an official presence in Dushanbe, Tajikistan; increasing security and
personnel protection at home and abroad; and augmenting our broadcasting activities in
Afghanistan.

That leaves about $1.3 billion for foreign operations. These funds are primarily aimed at
Front Line States (FLS) to:

» Deter and prevent acts of international terrorism;

* Provide vitally needed military equipment, training and economic assistance;
* Expand respect for human rights and judicial reform;

* Provide a significant and immediate impact on displaced persons;

» Support civilian reintegration of former combatants and reestablish law enforcement
and criminal justice systems;

* Provide economic and democracy assistance, including help with political
development, health care, irrigation and water management, media development, community
building and infrastructure improvements, enterprise development, and economic and civil
society reform.

The supplemental request | have just outlined includes $47.2 million for programs that relate
to homeland security. $22.2 million is for:
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» Diplomatic and Consular Programs to fund mail decontamination and safety
requirements;

* Domestic chemical and biological weapons defense requirements;
* Increased domestic guard requirements;

* And dollars for the Capital Investment Fund to expand State Department's presence on
the Defense Department's secure SIPRNET/INTELINK computer network.

The remaining $25 million is for programs that will allow us to work with Mexico to help that
country make urgent infrastructure upgrades to achieve U.S. security objectives. These upgrades
include:

» Developing information-sharing systems on passengers and goods;
» Establishing a non-intrusive inspection capability;

» Augmenting training and communications equipment for Mexican law enforcement
agencies;

» Creating additional SENTRI lanes in high-volume ports of entry;

* And conducting a bi-national study of border management systems, processes, and
procedures.

In addition, as a part of our request for supplemental funding in FY 2002, we have asked for
legislative authority in two areas:

First, authority that will facilitate the provision of Cooperative Threat Reduction and Title V
Freedom Support Acassistance. This assistance has been critically important in the
dismantlement and non-proliferation of weapons of mass destruction material and expertise in the
New Independent States.

Second, we are requesting expanded authorities to allow support for the Government of
Colombia’s unified campaign against drugs, terrorism, and other threats to Colombia’s national
security. These expanded authorities will allow the Colombians to use equipment for
counterterrorism, which was previously provided through counterdrug funding.

These supplemental dollars for foreign operations in FY 2002 will be directed primarily at
draining the swamp in which terrorists thrive and at insuring the long-term success of Operation
Enduring Freedom, as well as enhancing homeland security
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Conventional Arms Transfers to
Developing Nations, 1994-2001

By

Richard F. Grimmett
Congressional Research Service
The Library of Congress

[The following are extracts from the unclassified repor€Cohventional Arms Transfers to
Developing Nationsis published under the above title by the Library of Congress on August 6,
2002. Macro data on worldwide arms transfer agreements and deliveries are also included. The
selections included herein begin with a discussion of major research findings regarding the dollar
value of both arms transfer agreements and arms deliveries to the developing countries from 1994
through 2001. These findings are all cross-referenced to comparative data tables which are
presented following the textual material. Special attention is given to the roles of the United
States, the former Soviet Union, and China as arms suppliers, and to identification of the leading
Third World arms recipient nations. The report concludes with a listing of the type and quantity
of weapons delivered to developing nations by major arms suppliers in the 1994-2001 time
period. Copies of the complete document are available from the Foreign Affairs and National
Defense Division, Congressional Research Service, the Library of Congress, Washington DC
20540.]

This report provides unclassified background data from U.S. government sources on transfers
of conventional arms to developing nations by major suppliers for the period of 1994 through
2001. It also includes some data on world-wide supplier transactions. It updates and revises the
report entitledConventional Arms Transfers to Developing Natjd@93-2000 published by the
Congressional Research Service (CRS) on Aug 16, 2001 (CRS Report RL31083).

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, 1994-2001, conventional arms transfer agreements
(which represent orders for future delivery) to developing nations have comprised 68.3 percent of
the value of all international arms transfer agreements. The portion of agreements with
developing countries constitute 65.8 percent of all agreements globally from 1998-2001. In 2001,
arms transfer agreements with developing countries accounted for 60.5 percent of the value of all
such agreements globally. Deliveries of conventional arms to developing nations, from 1998-
2001, constituted 68.7 percent of all international arms deliveries. In 2001, arms deliveries to
developing nations constituted 67.6 percent of the value of all such arms deliveries worldwide.

The data in this report completely supercede all data published in previous editions. Since
these new data for 1994-2001 reflect potentially significant updates to and revisions in the
underlying databases utilized for this report, only the data in this most recent edition should be
used. The data are expressed in U.S. dollars for the calendar years indicated, and adjusted for
inflation. U.S. commercially licensed arms exports are incorporated in the main delivery data
tables, and noted separately. Excluded are arms transfers by any supplier to subnational groups.
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Calendar Year Data Used

All arms transfer and arms delivery data in this report 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 published data on U.S. arms transfers and deliveries but generally use
the United States fiscal year as the computational time period for these data. (A U.S. fiscal year
covers the period from October 1 through September 30). As a consequence, there are likely to
be distinct differences noted in those unpublished totals using a fiscal year basis and those
provided in this report which use a calendar year basis for its figures. Details regarding data use
are outlined in footnotes at the bottom of Tables 1, 2, 8, and 9.

Constant 2001 Dollars

Throughout this report values of arms transfer agreements and value of arms deliveries for all
suppliers are expressed in U.S. dollars. Values for any given year generally reflect the exchange
rates that prevailed during that specific year. In many instances, the report converts these dollar
amounts (current dollars) into constant 2001 dollars. Although this helps to eliminate the
distorting effects of U.S. inflation to permit a more accurate comparison of various dollar levels
over 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 all regional data tables are composed of four-
year aggregate dollar totals (1994-1997 and 1998-2001), they must be expressed in current dollar
terms. Where tables rank leading arms suppliers to developing nations or leading developing
nation recipients using four-year aggregate dollar totals, these values are expressed in current
dollars.

Definition of Developing Nations and Regions

As used in this report, the developing nations category includes all countries except the United
States, Russia, European nations, Canada, Japan, Australia, and New Zealand. A listing of
countries located in regions defined for the purpose of this analysis—Asia, Near East, Latin
America, and Africa is provided at the end of the report.

Arms Transfer Values

The values of arms transfers (or deliveries) in this report refer to the total values of arms sales
(or deliveries as the case may be) of weapons and ammunition, military spare parts, military
construction, military assistance and training programs, and all associated services.

Major Findings
General Trends in Arms Transfers Worldwide

The value of all arms transfer agreements worldwide (to both developed and developing
nations) in 2001 was nearly $26.4 billion. This is a substantial decrease in arms agreements values
over 2000, and is the first time since 1997 that total arms agreements decreased from the previous
year (Chart 1)(Table 8A).

In 2001, the United States led in arms transfer agreements worldwide, making agreements
valued at nearly $12.1 billion (45.8 percent of all such agreements), down from $18.9 billion in
2000. Russia ranked second with $5.8 billion in agreements (22 percent of these agreements
globally), down notably from $8.4 billion in 2000. France ranked third, its arms transfer
agreements worldwide falling notably from $4.3 billion in 2000 to $2.9 billion in 2001. The
United States, Russia and France, collectively made agreements in 2001 valued at nearly $20.8
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billion, 78.8 percent of all international arms transfer agreements made by all suppliers (Figure
1)(Tables 8A, 8B, and 8D).

For the period 1998-2001, the total value of all international arms transfer agreements (about
$133.1 billion) was slightly higher than the worldwide value during 1994-1997 ($128.2 billion),
an increase of 3.7 percent. During the period 1994 1997, developing world nations accounted for
70.8 percent of the value of all arms transfer agreements made worldwide. During 1998-2001,
developing world nations accounted for 65.8 percent of all arms transfer agreements made
globally. In 2001, developing nations accounted for 60.5 percent of all arms transfer agreements
made worldwide (Figure 1)(Table 8A).

In 2001, the United States ranked first in the value of all international arms deliveries, making
$9.7 billion in such deliveries or 45.6 percent. This is the eighth year in a row that the United
States has led in global 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 deliveries in 2001, making $4 billion in such deliveries. Russia
ranked third in 2001, making $3.6 billion in such deliveries. These top three suppliers of arms in
2001 collectively delivered $17.3 billion, 81.2 percent of all arms delivered worldwide by all
suppliers in that year (Figure 2)(Tables 9A, 9B, and 9D).

The value of all international arms deliveries in 2001 was $21.3 billion. This is a substantial
decrease in the total value of arms deliveries from the previous year ($32.6 billion), and by far the
lowest total of the last eight years. The total value of such arms deliveries worldwide in 1998-
2001($134.9 billion) was a notable decrease in the value of arms deliveries by all suppliers
worldwide from 1994-1997 ($165.8 billion) (Figure 2)(Tables 9A and 9B)(Charts 7 and 8).

Developing nations from 1998-2001 accounted for 68.7 percent of the value of all
international arms deliveries. In the earlier period, 1994-1997, developing nations accounted for
70 percent of the value of all arms deliveries worldwide. In 2001, developing nations collectively
accounted for 67.6 percent of the value of all international arms deliveries (Figure 2)(Tables 2A,
9A, and 9B).

Most recently, many developing nations have curtailed their expenditures on weaponry
primarily due to their limited financial resources. This has only served to intensify competition
among major arms suppliers for available arms contracts. Given the tenuous state of the global
economy, even some prospective arms purchasers with significant financial resources have been
cautious in making major new weapons purchases. To meet their military requirements, in current
circumstances, a number of developing nations have placed a greater emphasis on upgrading
existing weapons systems while deferring purchases of new and costlier ones. These countries
have also, in several instances, chosen to focus on the absorption of major items previously
obtained.

Developed nations have continued to seek to protect important elements of their own national
military industrial bases. As a consequence, these nations have limited their own arms purchases
from one another, with the exception of cases where they are involved in the joint production or
development of specific weapons systems. The changing dynamics of the international arms
marketplace has led several arms supplying nations to restructure and consolidate their defense
industries due to competitive pressures. Several traditional arms supplying nations have found it
necessary to join in multinational mergers or joint production ventures to maintain the viability
of important elements of their national defense industrial sectors. Still other arms suppliers have
chosen to focus on specialized niche markets where they have a competitive advantage in the sale
of a specific category of weaponry.
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Many weapons exporting nations have continued to focus their sales efforts on nations and
regions where they have distinct competitive advantages due to longstanding political and
military relationships with the prospective buyers. Within Europe, the potential exists for a series
of new arms sales to nations that were formerly part of the Warsaw Pact and are now members of
NATO, or have membership in prospect. This new market for arms is currently limited by the
prospective buyers’ lack of significant financial resources. However, competition has been strong
between U.S. and European companies, as these prospective customers have the potential to
partially offset sales declines elsewhere.

Notable new arms sales may occur with specific countries in the Near East, Asia, and Latin
America in the next few years. A significant factor will be the health of the international economy.
Various nations in the developed world wish to replace older military equipment. Yet the
developing world as a whole has barely recovered from the Asian financial crisis of the late
1990’s and the notable fluctuations in the price of crude oil in the last few years. Traditionally
high profile weapons purchasers in Asia and the Near East were greatly affected by these events
and consequently have been very cautious in seeking new arms agreements. Economic as well as
military considerations have factored heavily in their decisions, and this seems likely to be the
case for the immediate future.

Despite the fact that some Latin American, and to a lesser extent, African states have
expressed interest in modernizing older items in their military inventories, the state of their
domestic economies continues to constrain their weapons purchases. Developing nations, in many
instances, continue to be dependent on financing credits and favorable payment schedules from
suppliers in order to be able to make major arms purchases. This circumstance seems likely to
continue to limit major weapons orders by the less affluent nations in the developing world, while
enhancing the attractiveness to sellers of arms agreements with those countries that have
sufficient resources to purchase weaponry without recourse to seller-supplied credit.

General Trends in Arms Transfers to Developing Nations

The value of all arms transfer agreements with developing nations in 2001 was $16 billion.
This was the lowest annual total, in real terms, during the 8-year period from 1994-2001. The total
value of new arms transfer agreements with developing nations had increased for the last two
years (Chart 1)(Figure 1)(Table 1A). In 2001, the value of all arms deliveries to developing
nations ($14.4 billion) was a substantial decrease from the value of 2000 deliveries ($22.1
billion), and the lowest total by far of the last eight years (Charts 7 and 8)(Figure 2)(Table 2A).

Recently, from 1998-2001, the United States and Russia have dominated the arms market in
the developing world, with the United States ranking first each of the last four years in the value
of arms transfer agreements. From 1998-2001, the United States made nearly $35.7 billion in
arms transfer agreements with developing nations, 40.8 percent of all such agreements. Russia,
the second leading supplier during this period, made over $19.8 billion in arms transfer
agreements or 22.6 percent. France, the third leading supplier, from 1998-2001 made $6.3 billion
or 7.2 percent of all such agreements with developing nations during these years. In the earlier
period (1994-1997) the United States ranked first with $24 billion in arms transfer agreements
with developing nations or 26.5 percent; Russia made over $20.2 billion in arms transfer
agreements during this period or 22.3 percent. France made over $18.6 billion in agreements or
20.5 percent (Table 1A).

During the period from 1994-2001, most arms transfers to developing nations were made by
two to three major suppliers in any given year. The United States has ranked either first or second
among these suppliers nearly every year from 1994-2001. The exception was 1997 when the U.S.
ranked a close third to Russia. France has been a strong competitor for the lead in arms transfer
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agreements with developing nations, ranking first in 1994 and 1997, and second in 1998, while
Russia has ranked first in 1995, and second in 1996, 1997, 1999, 2000 and 2001. Despite France’s
larger traditional client base for armaments, Russia’s more recent successes in securing new arms
orders suggests that Russia may continue to rank higher in the value of new arms agreements than
France, at least for the near term. Russia has had more significant limitations in its prospective
arms client base than other major suppliers. Most of Russia’s largest value arms transfer
agreements in recent years have been with two countries, China and India. However, the Russian
government has noted that it intends to adopt more flexible credit and payment arrangements for
its prospective customers in the developing world to secure more orders for its weaponry. It
remains to be seen whether Russia’s new approach to arms marketing will achieve its intended
results.

Arms suppliers like the United Kingdom and Germany, from time to time, may conclude
significant orders with developing countries, based on either long-term supply relationships or
their having specialized weapons systems they will readily provide. Yet, the United States still
appears best positioned to lead in new arms agreements with developing nations. New and very
costly weapons purchases from individual developing countries seem likely to be limited in the
near term, given the tenuousness of the international economy. The overall level of the arms trade
with developing nations may actually decline in the near term, despite some costly purchases
likely to be made by more wealthy developing countries.

Other suppliers in the tier below the United States, Russia and France, such as China, other
European, and non-European suppliers, have been participants in the arms trade with developing
nations at a much lower level. These suppliers are, however, capable of making an occasional
arms deal of a significant nature. Yet most of their annual arms transfer agreements values totals
during 1994-2001 are comparatively low, and based upon smaller transactions of generally less
sophisticated equipment. Few of these countries are likely to be major suppliers of advanced
weaponry on a sustained basis (Tables 1A, 1F, 1G, 2A, 2F, and 2G).

United States

In 2001, the total value in real terms of United States arms transfer agreements with
developing nations fell significantly to $7 billion from $13 billion in 2000. Nevertheless, the U.S.
share of the value of all such agreements was 43.6 percent in 2001, compared to a 46.3 percent
share in 2000, a nominal decline (Charts 1, 3 and 4)(Figure 1)(Tables IA and 1B).

The value of U.S. arms transfer agreements with developing nations in 2001 was primarily
attributable to major purchases by key U.S. clients in the Near East, and to a much lesser extent
in Asia. These arms agreement totals also reflect a continuation of well established defense
support arrangements with these and other purchasers worldwide. U.S. agreements with its clients
in 2001 include not only some highly visible sales of major weapons systems, but also a
continuation of the upgrading of existing ones. The U.S. totals also reflect agreements for a wide
variety of spare parts, ammunition, ordnance, training, and support services. Among major
weapons systems sold by the United States to Israel in 2001 were 52 new production F-16D
combat fighter aircraft, associated equipment and services for over $1.8 billion, as well as 6 AH-
64 Apache Longbow helicopters. Egypt made an agreement in excess of $500 million for an M1
Al Abrams main battle tank co-production deal. Another notable United States agreement in 2001
was a $379 million contract with Singapore for 12 AH-64D Apache helicopters. The United States
also concluded agreements for the sale of various missile systems to clients in both the Near East
and Asia. These sales included: 111 ATACM missiles and launch systems for South Korea; 50
AIM-120C AMRAAM missiles for Singapore and 48 AIM-120C AMRAAM missiles for Israel;

150 HARM AGM-88C missiles for the United Arab Emirates; and 71 Harpoon missiles for
Taiwan.
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In addition to these U.S. agreements for the sale of new weapons systems, it must be
emphasized that the sale of munitions, upgrades to existing systems, spare parts, training and
support services to developing nations worldwide account for a very substantial portion of total
value of U.S. arms transfer agreements. This fact reflects the large number of countries in the
developing, and developed, world that have acquired and continue to utilize a wide range of
American weapons systems, and have a continuing requirement to support, modify, as well as
replace, these systems.

Russia

The total value of Russia’s arms transfer agreements with developing nations in 2001 was
$5.7 billion, a notable decline from $8.3 billion in 2000, but it still placed second in such
agreements with the developing world. Russia’s share of all developing world arms transfer
agreements increased, rising from 29.6 percent in 2000 to 35.7 percent in 2001 (Charts 1, 3, and
4)(Figure 1)(Tables 1A, 1B, and 1G).

Russia’s arms transfer agreements totals with developing nations have been notable for the
last four years. During the 1998-2001 period, Russia ranked second among all suppliers to
developing countries, making $19.8 billion in agreements. Its arms agreement values have ranged
from a high of $8.3 billion in 2000 to a low of $2.3 billion in 1998 (in constant 2001 dollars).
Russia’s arms sales totals reflect its continuing efforts to overcome the effects of the economic
and political problems stemming from the breakup of the former Soviet Union. Many of Russia’s
traditional arms clients are less wealthy developing nations that were once provided generous
grant military assistance and deep discounts on arms purchases. Following the dissolution of the
Soviet Union in December 1991, Russia did not immediately resume those financing and sales
practices. Russia has consistently sought to sell weapons as a means of obtaining hard currency.
While some former arms clients in the developing world have continued to express interest in
obtaining Russian weaponry, they have been restricted in doing so by a lack of funds to pay for
the armaments they seek. Recently, Russian leaders have begun an effort to facilitate
procurement of Russian weapons by providing more flexible and creative financing and payment
options. Russia, has also frequently found it necessary to agree to licensed production of major
weapons systems as a condition of sales with its two principal clients in recent years, India and
China. Such agreements with these nations have accounted for a large portion of Russia’s arms
transfer agreement totals since the mid-1990s, and seem likely to do so for at least the near term.

The efforts of Russia to make lucrative new sales of conventional weapons continue to
confront significant difficulties. This is due in large measure because most potential cash-paying
arms purchasers have 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. Russia’s difficult transition from the state
supported and controlled industrial system of the former Soviet Union has also led some potential
arms customers to question whether the Russian defense industries can 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 internal problems evident in the Russian defense
industrial sector, various developing countries still view Russia as a potential source of their
military equipment. In late 2000, Russia served public notice that it again intended to pursue
major arms sales with Iran, despite objections from the United States. Iran in the early 1990s was
a primary purchaser of Russian armaments, receiving such items as MiG-29 fighter aircraft, Su-
24 fighter-bombers, T-72 tanks, and Kilo class attack submarines. Within the last year there have
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been a series of on-going discussions between Iran and Russia that could result in major
conventional arms orders from Iran totaling in the billions of dollars. It should also be noted that

Russia would clearly pursue new major weapons deals with Irag, once one of its largest
customers, if current U.N. sanctions on Iraq that ban Iragi arms purchases are lifted.

Russia’s principal arms clients since 1994 have been India and China. Elements of a long
range plan for procurement as well as co-production of a number of advanced Russian weapons
systems were agreed to with India in 1999, 2000 and 2001. These agreements are likely to result
in significant aircraft, missile, and naval craft agreements with India and deliveries to the Indian
government in the years to come. In early 2001, Russia concluded an agreement with India for
the procurement and licensed production of 310 T-90 main battle tanks for about $700 million.
Russia’s arms supplying relationship with China began to mature in the early to mid-1990s. Since
1996 Russia has sold China at least 72 Su-27 fighter aircraft. Subsequently, a licensed production
agreement was finalized between Russia and China, permitting the Chinese to co-produce at least
200 Su-27 aircraft. Russia also sold China two Sovremenny-class destroyers, with associated
missile systems, and four Kilo class attack submarines, with further sales of such naval systems
in prospect. In 1999, the Chinese purchased between 40-60 Su-30 multi-role fighter aircraft for
an estimated $2 billion, and deals for future procurement of other weapons systems were agreed
to in principle. In 2001, Russia sold China about 40 Su-30 MKK fighter aircraft for over $1.5
billion, and a number of S-300 PMU-2 SAM (SA-10) systems for $400 million. Avariety of other
contracts were reached with China for upgrades, spare parts, and support services associated with
existing weapons systems previously sold by Russia. In light of these major weapons deals, it
seems likely that India and China will figure significantly in Russia’s arms export program for
some years to come.

Russia has also continued to make smaller arms agreements inside and outside of Asia. In
2001, Russia sold South Korea about $600 million in helicopters and other military equipment to
help retire existing Russian debts. Russia also sold Mig-29 fighters to Burma and Yemen in 2001.

China

China emerged as an important arms supplier to certain developing nations in the 1980s,
primarily due to arms agreements made with both combatants in the Iran and Iraq war. From
1994 through 2001, the value of China’s arms transfer agreements with developing nations has
averaged over $1 billion annually. During the period of this report, the value of China’s arms
transfer agreements with developing nations reached its peak in 1999 at $2.7 billion. Its sales
figures that year resulted generally from several smaller valued weapons deals in Asia, Africa, and
the Near East, rather than one or two especially large sales of major weapons systems. In 2001,
China’s arms transfer agreements total was $600 million, ranking it third among all suppliers to
developing nations. In 2001, a major part of China’s arms agreements total was based on the sale
of F-7 fighter aircraft to Pakistan. China has also made various smaller valued agreements in
2001 with Sub-Saharan African nations. China, more recently, has become a major purchaser of
arms, primarily from Russia (Tables 1A, 1G and 1H)(Chart 3).

From the late 1980s onward, few clients with financial resources have sought to purchase
Chinese military equipment, much of which is less advanced and sophisticated than weaponry
available from Western suppliers and Russia. China did supply Silkworm anti-ship missiles to
Iran, as well as other less advanced conventional weapons. Yet China does not appear likely to
be a major supplier of conventional weapons in the international arms market in the foreseeable
future. More sophisticated weaponry is available from other suppliers such as Russia, or major
Western weapons exporters. A noteworthy exception is missiles. Reports persist in various
publications that China has sold surface-to-surface missiles to Pakistan, a long-standing client.
Iran and North Korea have also reportedly received Chinese missile technology. Continuing
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reports of this nature raise important questions about China’s stated commitment to the
restrictions on missile transfers set out in the Missile Technology Control Regime (MTCR),
including its pledge not to assist others in building missiles that could deliver nuclear weapons.
Since it has a continuing need for hard currency, and has some military products (especially
missiles) that some developing countries would like to acquire, China can present an important
obstacle to efforts to stem proliferation of advanced missile systems to some areas of the
developing world where political and military tensions are significant, and where some nations
are seeking to develop asymmetric military capabilities.

Major West European Suppliers

The four major West European suppliers (France, United Kingdom, Germany, and Italy), as a
group, registered a decline in their collective share of all arms transfer agreements with
developing nations between 2000 and 2001. This group’s share fell from 11.5 percent in 2000 to
3.1 percent in 2001. The collective value of this group’s arms transfer agreements with developing
nations in 2001 was $500 million compared with a total of over $3.2 billion in 2000. Of these
four, France was the leading supplier with $400 million in agreements in 2001, a substantial
decline from $2.2 billion in 2000. An important portion of the French agreement total in 2001 was
attributable to a contract with Saudi Arabia to make upgrades to its French-supplied Shahine
SAM missile system. Germany registered a significant decline in arms agreements from over $1
billion in 2000 to essentially nil in 2001. Both the United Kingdom and Italy have failed to
conclude notable arms transfer agreements with the developing world in 2000 and 2001 (Charts
3 and 4)(Tables |IA and 1B).

The four major West European suppliers, collectively, held about a 22.6 percent share of all
arms transfer agreements with developing nations during the period from 1994-2001. During the
period soon after the Persian Gulf war, the major West European suppliers generally maintained
a notable share of arms transfer agreements. More recently this share has declined. For the 1998-
2001 period, they collectively held 15.6 percent of all arms transfer agreements with developing
nations ($13.7 billion). Individual suppliers within the major West European group have had
notable years for arms agreements, especially France in 1994, 1995, and 1997 ($9.6 billion, $2.9
billion, and $4.8 billion respectively). The United Kingdom also had a large agreement year in
1996 ($3.1 billion), and at least $1 billion in 1997, 1998, and 1999. Germany concluded arms
agreements totaling at least $1 billion in 1998, 1999, and 2000, with its highest total at $1.7 billion
in 1999. For each of these three nations, large agreement totals in one year have usually reflected
the conclusion of very large arms contracts with one or more major purchasers in that particular
year (Tables 1A and 1B).

The major West European suppliers have traditionally had their competitive position in
weapons exports enhanced by strong government marketing support for foreign arms sales. Since
they can produce both advanced and basic air, ground, and naval weapons systems, the four major
West European suppliers have competed successfully for arms sales contracts with developing
nations against both the United States, which has tended to sell to several of the same clients, and
with Russia, which has sold to nations not traditional customers of the U.S. The demand for U.S.
weapons in the global arms marketplace, from a large established client base, has created 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 have begun to
phase out production of certain types of weapons systems, and have increasingly sought to join
joint production ventures with other key European weapons suppliers or even client countries in
an effort to sustain major sectors of their individual defense industrial bases. Projects such as the
Eurofighter is but one major example. Other European suppliers have also adopted the strategy
of cooperating in defense production ventures with the United States such as the Joint Strike
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Fighter, to both meet their own requirements for advanced combat aircraft, and to share in profits
that result from future sales of the American plane.

Regional Arms Transfer Agreements

The Persian Gulf War from August 1990-February 1991 played a major role in further
stimulating already 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 a variety of advanced
weapons systems. Egypt and Israel continued their modernization and increased their weapons
purchases from the United States. The Gulf States’ arms purchase demands were not only a
response to Irag’s aggression against Kuwait, but a reflection of concerns regarding perceived
threats from a potentially hostile Iran. In Asia, efforts in several countries focused on upgrading
and modernizing defense forces have led to important new conventional weapons sales in that
region. In the 1990s, Russia became the principal supplier of advanced conventional weaponry to
China, while maintaining its position as principal supplier to India. The data on regional arms
transfer agreements from 1994-2001 continue to reflect the primacy of developing nations in the
Near East and Asia regions as customers for conventional armaments.

Near East

The Near East has generally been the largest arms market in the developing world. In 1994-
1997, it accounted for 47.9 percent of the total value of all developing nations arms transfer
agreements ($37.3 billion in current dollars). During 1998-2001, the region accounted for 46.5
percent of all such agreements ($38.2 billion in current dollars) (Tables 1C and 1D).

The United States dominated arms transfer agreements with the Near East during the 1994-
2001 period with 53.5 percent of their total value ($40.4 billion in current dollars). France was
second during these years with 21.1 percent ($15.9 billion in current dollars). Recently, from
1998-2001, the United States accounted for 70.7 percent of arms agreements with this region ($27
billion in current dollars), while Russia accounted for 8.6 percent of the region’s agreements ($3.3
billion in current dollars) (Chart 5)(Tables 1C and 1E).

Asia

Asia has generally been the second largest developing world arms market. In the earlier period
(1994-1997), Asia accounted for 42.2 percent of the total value of all arms transfer agreements
with developing nations ($32.9 billion in current dollars). During 1998-2001, the region
accounted for 38.6 percent of all such agreements ($31.6 billion in current dollars) (Tables 1C and
1D).

In the earlier period (1994-1997), Russia ranked first in the value of arms transfer agreements
with Asia with 42.6 percent. The United States ranked second with 18.2 percent. The major West
European suppliers, as a group, made 20.4 percent of this region’s agreements in 1994-1997. In
the later period (1998-2001), Russia ranked first in Asian agreements with 44.2 percent, primarily
due to major combat aircraft sales to India and China. The United States ranked second with 18.5
percent. The major West European suppliers, as a group, made 18.6 percent of this region’s
agreements in 1998-2001 (Chart 6)(Table 1E).
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Leading Developing Nations Arms Purchasers

The United Arab Emirates was the leading developing world arms purchaser from 1994-2001,
making arms transfer agreements totaling $16 billion during these years (in current dollars). In
the 1994-1997 period, Saudi Arabia ranked first in arms transfer agreements at $12.4 billion (in
current dollars). From 1998-2001, however, the total value of Saudi Arabia’s arms transfer
agreements dropped dramatically to $1.7 billion (in current dollars). This decline resulted 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 oil over an extended period
in the 1990s. The total value of all arms transfer agreements with developing nations from 1994-
2001 was $161.9 billion in current dollars. The United Arab Emirates (U.A.E.) alone was
responsible for 9.9 percent of all developing world arms transfer agreements during these eight
years. In the most recent period, 1998-2001, the U.A.E. ranked first in arms transfer agreements
with developing nations ($10.8 billion in current dollars). India ranked second during these years
($7.2 billion in current dollars). The U.A.E. from 1998-2001 accounted for 13 percent of the
value of all developing world arms transfer agreements ($10.8 billion out of $83.4 billion in
current dollars) (Tables 1, 1H, 11 and 1J).

The values of the arms transfer agreements of the top ten developing world recipient nations
in both the 1994-1997 and 1998-2001 periods accounted for the largest portion of the total
developing nations arms market. During 1994-1997, the top ten recipients collectively accounted
for 64.8 percent of all developing world arms transfer agreements. During 1998-2001, the top ten
recipients collectively accounted for 52.5 percent of all such agreements. Arms transfer
agreements with the top ten developing world recipients, as a group, totaled $11.6 billion in 2001
or 72.7 percent of all arms transfer agreements with developing nations in that year. This reflects
the continued concentration of major arms purchases by developing nations within a few
countries (Tables 1, 11 and 1J).

Israel ranked first among all developing world recipients in the value of arms transfer
agreements in 2001, concluding $2.5 billion in such agreements. China ranked second in
agreements in 2001 at $2.1 billion. Egypt ranked third with $2 billion in agreements. Six of these
top ten recipients were in the Near East region (Table 1J).

Saudi Arabia was the leading recipient of arms deliveries among developing world recipients
in 2001, receiving $4.8 billion in such deliveries. Saudi Arabia alone received 33.3 percent of the
total value of all arms deliveries to developing nations in 2001. China ranked second in arms
deliveries in 2001 with $2.2 billion. Taiwan ranked third with $1.2 billion (Tables 2 and 2J).

Arms deliveries to the top ten developing nation recipients, as a group, were valued at $14.4
billion, or 81.2 percent of all arms deliveries to developing nations in 2001. Six of these top ten
recipients were in Asia; the other four were in the Near East (Tables 2 and 2J).

Weapons Types Recently Delivered to Near East Nations

Regional weapons delivery 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 also evident that the other European suppliers and some non-European suppliers,
including China, are capable of being leading suppliers of selected types of conventional
armaments to developing nations (Tables 3-7).

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
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following is an illustrative summary of weapons deliveries to this region for the period 1998-2001
from Table 5.

United States

182 tanks and self-propelled guns
254 APCs and armored cars

81 supersonic combat aircraft

42 helicopters

278 surface-to-air missiles

57 anti-ship missiles

Russia

240 tanks and self-propelled guns
410 APCs and armored cars

30 supersonic combat aircraft

40 helicopters

30 anti-ship missiles

China

1 guided missile boat
170 surface-to-air- missiles
100 anti-ship missiles

Major West European Suppliers

280 tanks and self-propelled guns
70 APCs and armored cars

1 minor surface combatant

10 guided missile boats

3 submarines

10 supersonic combat aircraft

30 helicopters

160 anti-ship missiles

All Other European Suppliers

270 tanks and self-propelled guns
240 APCs and armored cars

1 major surface combatant

3 minor surface combatants

30 supersonic combat aircraft

20 helicopters

280 surface-to-air missiles

All Other Suppliers

30 APCs and armored cars

8 minor surface combatants
30 surface-to-surface missiles
10 anti-ship missiles

Large numbers of major combat systems were delivered to the Near East region from 1998-
2001, specifically, tanks and self-propelled guns, armored vehicles, minor surface combatants,
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,
and APCs and armored cars. Three of these weapons categories—supersonic combat aircraft,
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helicopters, and tanks and self-propelled guns are especially costly and are an important portion
of the dollar values of arms deliveries by the United States, Russia, and European suppliers to the
Near East region during the 1998-2001 period.

The cost of naval combatants is also generally high, and suppliers of such systems during this
period had their delivery value totals notably increased due to these transfers. Some of the less
expensive weapons systems delivered to the Near East are deadly and can create important
security threats within the region. In particular, from 1998-2001, China delivered to the Near East
region 100 anti-ship missiles, the major West European suppliers delivered 160, while the United
States delivered 57. China also delivered one guided missile boat to the Near East, while the
major West European suppliers collectively delivered 10 guided missile boats and one minor
surface combatant. Other non-European suppliers delivered 30 surface-to-surface missiles, a
weapons category not delivered by any of the other major weapons suppliers during this period.

United States Commercial Arms Exports

The United States commercial deliveries data set out below in this report are included in the
main data tables for deliveries worldwide and for deliveries to developing nations collectively.
They are presented separately here to provide an indicator of their overall magnitude in the U.S.
aggregate deliveries totals to the world and to all developing 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 FMS program
maintained on an annual basis. Once an exporter receives from the State Department a
commercial license authorization to sell-valid for four years—there is no current requirement that
the exporter provide to the State Department, on a systematic and on-going basis, comprehensive
details regarding any sales contract that results from the license approval, including if any such
contract is reduced in scope or cancelled. Nor is the exporter required to report that no contract
with the prospective buyer resulted. Annual commercial deliveries data are 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 makes the final compilation of such data. This process for obtaining commercial deliveries
data is much less systematic and much less timely than that taken by the Department of Defense
for government-to-government FMS transactions. 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 all nations and deliveries to developing nations for
fiscal years 1994-2001, in current dollars, according to the U.S. State Department, were as
follows:

Commercial Deliveries Commercial Deliveries

Fiscal Year (Worldwide) (to Developing Nations)
1994 $3,339,000,000 $818,000,000
1995 $3,173,000,000 $850,000,000
1996 $1,563,000,000 $418,000,000
1997 $1,818,000,000 $503,000,000
1998 $2,045,000,000 $402,000,000
1999 $654,000,000 $125,000,000
2000 $478,000,000 $86,000,000
2001 $821,000,000 $348,000,000
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Summary of Data Trends, 1994-2001

Tables 1 through 1J present data on arms transfer agreements with developing nations by
major suppliers from 1994-2001. These data show the most recent trends in arms contract activity
by major suppliers. Delivery data, which reflect implementation of sales decisions taken earlier,
are shown in Tables 2 through 2J. Tables 8, 8A, 8B, 8C, and 8D provide data on worldwide arms
transfer agreements from 1994-2001, while Tables 9, 9A, 9B, 9C, and 9D provide data on
worldwide arms deliveries during this period. To use these data regarding agreements for
purposes other than assessing general trends in seller/buyer activity is to risk drawing conclusions
that can be readily invalidated by future events-precise values and comparisons, for example, may
change due to 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 follows is a detailed summary of data trends from the tables in 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 shows the annual current dollar values of arms transfer agreements with developing
nations. Since these figures do not allow for the effects of inflation, they are, by themselves, of
somewhat limited use. They provide, however, the data from which Table IA (constant dollars)
and Table 1B (supplier percentages) are derived. Some of the more noteworthy facts reflected by
these data are summarized below.

* The value of all arms transfer agreements with developing nations in 2001 was $16
billion. This was the lowest total, in real terms, for arms transfer agreements with developing
nations for the 8-year period from 1994-2001 (Tables 1 and 1A)(Chart 1).

* The total value of United States agreements with developing nations fell significantly
from $13 billion in 2000 to $7 billion in 2001. Nevertheless, the United States’ share of all
developing world arms transfer agreements only decreased from 46.3 percent in 2000 to 43.6
percent in 2001 (Tables IA and 1B)(Chart 3).

* In 2001, the total value, in real terms, of Russian arms transfer agreements with
developing nations declined notably from the previous year, falling from $8.3 billion in 2000 to
$5.7 billion in 2001. Yet the Russian share of all such agreements rose from 29.6 percent in 2000
to 35.7 percent in 2001 (Charts 3 and 4)(Tables IA and 1B).

» The four major West European suppliers, as a group (France, United Kingdom, Germany,
Italy), registered a decrease in their collective share of all arms transfer agreements with
developing nations between 2000 and 2001. This group’s share fell from 11.5 percent in 2000 to
3.1 percent in 2001. The collective value of this group’s arms transfer agreements with developing
nations in 2000 was $3.2 billion compared with a total of $500 million in 2001 (Tables IA and
1B)(Charts 3 and 4).

» France registered a substantial decrease in its share of all arms transfer agreements with
developing nations, falling from 7.8 percent in 2000 to 2.5 percent in 2001. The value of its
agreements with developing nations declined from $2.2 billion in 2000 to $400 million in 2001
(Tables IA and 1B).
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In 2001, the United States ranked first in arms transfer agreements with developing

nations at $7 billion. Russia ranked second at $5.7 billion, while China ranked third at $600

million

(in billions of constant 2001 dollars)

(Charts 3 and 4)(Tables 1A, 1B, and 1G).

Chart 1. Arms Transfer Agreements Worldwide, 1994-2001
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Chart 3. Arms Transfer Agreements With Developing Nations
(Supplier Percentage of Value)
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Figure 1
Worldwide Arms Transfer Agreements, 1994-2001 and Suppliers’ Share with Developing World
(In Millions of Constant 2001 U.S. Dollars)

Worldwide Agreements Percentage of Total with
Supplier Value 1994-1997 Developing World
United States 45,015 53.30
Russia 22,438 90.20
France 21,614 86.20
United Kingdom 8,594 66.70
China 3,666 100.00
Germany 3,032 15.00
Italy 2,185 84.10
All Other European 12,001 75.80
All Others 9,623 73.70
Total 128,168 70.80
Worldwide Agreements Percentage of Total with
Supplier Value 1998-2001 Developing World
United States 54,810 65.20
Russia 21,324 93.00
France 12,366 50.70
United Kingdom 4,595 47.00
China 5,091 91.40
Germany 11,444 38.30
Italy 2,247 37.70
All Other European 14,339 57.70
All Others 6,921 78.60
Total 133,137 65.80
Worldwide Agreements Percentage of Total with
Supplier Value 2001 Developing World
United States 12,088 57.50
Russia 5,800 98.30
France 2,900 13.80
United Kingdom 400 0.00
China 600 100.00
Germany 1,000 0.00
Italy 200 50.00
All Other European 1,700 47.00
All Others 1,700 82.40
Total 26,388 60.50
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Regional Arms Transfer Agreements, 1994-2001

Table 1C gives the values of arms transfer agreements between suppliers and individual
regions of the developing world for the periods 1994-1997 and 1998-2001. These values are
expressed in current U.S. dolldrJable 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 agreements was held by specific suppliers during the years 1994-1997
and 1998-2001. Among the facts reflected in these tables are the following:

Near East

The Near East has generally been the largest regional arms market in the developing
world. In 1994-1997, it accounted for 47.9 percent of the total value of all developing nations
arms transfer agreements ($37.3 billion in current dollars). During 1998-2001, the region
accounted for 46.5 percent of all such agreements ($38.2 billion in current dollars) (Tables 1C and
1D).

The United States has dominated arms transfer agreements with the Near East during the
1994-2001 period with 53.5 percent of their total value ($40.4 billion in current dollars). France
was second during these years with 21.1 percent ($15.9 billion in current dollars). Most recently,
from 1998-2001, the United States accounted for 70.7 percent of all arms transfer agreements
with the Near East region ($27 billion in current dollars). Russia accounted for 8.6 percent of
agreements with this region ($3 billion in current dollars) during the 1998-2001 period (Chart
5)(Tables 1C and 1E).

For the period 1994-1997, the United States concluded 64.6 percent of its developing
world arms transfer agreements with the Near East. In 1998-2001, the U.S. concluded 79.2
percent of its agreements with this region (Table 1D).

For the period 1994-1997, the four major West European suppliers collectively made 62.3
percent of their developing world arms transfer agreements with the Near East. In 1998-2001, the
major West Europeans made 29.1 percent of their arms agreements with the Near East (Table1D).
For the period 1994-1997, France concluded 81.1 percent of its developing world arms transfer
agreements with the Near East. In 1998-2001, France made 51.7 percent of its agreements with
the Near East (Table 1D).

For the period 1994-1997, the United Kingdom concluded 28.6 percent of its developing
world arms transfer agreements with the Near East. In 1998-2001, the United Kingdom made 10
percent of its agreements with the Near East (Tablel1D).

For the period 1994-1997, China concluded 40.6 percent of its developing world arms
transfer agreements with the Near East. In 1998-2001, China made 16.3 percent of its agreements
with the Near East (Table 1D).

For the period 1994-1997, Russia concluded 15.3 percent of its developing world arms
transfer agreements with the Near East. In 1998-2001, Russia made 17.4 percent of its agreements
with the Near East (Table 1D).

1 Because these regional data are composed of four-year aggregate dollar totals, they must be
expressed in current dollar terms.
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In the earlier period (1994-1997), the United States ranked first in arms transfer
agreements with the Near East with 35.9 percent. France ranked second with 34.6 percent. Russia
ranked third with 7.2 percent. The major West European suppliers, as a group, made 38.6 percent
of this region’s agreements in 1994-1997. In the later period (1998-2001), the United States
ranked first in Near East agreements with 70.7 percent. Russia ranked second with 8.6 percent.
France ranked third with 7.9 percent. The major West European suppliers, as a group, made 9.7
percent of this region’s agreements in 1998-2001. (Table 1E)(Chart 5).

Asia

Asia has generally been the second largest arms market in the developing world. In the
1994-1997 period, Asia accounted for 42.2 percent of all arms transfer agreements with
developing nations ($32.9 billion in current dollars). In the more recent period, 1998-2001, it
accounted for 38.6 percent of all developing nations arms transfer agreements ($31.6 billion in
current dollars)(Tables 1C and 1D).

In the earlier period, 1994-1997, Russia ranked first in arms transfer agreements with Asia
with 42.6 percent. The United States ranked second with 18.2 percent. The major West European
suppliers, as a group, made 20.4 percent of this region’s agreements in 1994-1997. In the later
period, 1998-2001, Russia ranked first in Asian agreements with 44.2 percent, primarily due to
major aircraft and naval vessel sales to India and China. The United States ranked second with
18.5 percent. The major West European suppliers, as a group, made 18.6 percent of this region’s
agreements in 1998-2001 (Chart 6) (Table 1E).

Latin America

In the earlier period, 1994-1997, the United States ranked first in arms transfer agreements
with Latin America with 21.4 percent. France ranked second with 8.4 percent. The major West
European suppliers, as a group, made 26.8 percent of this region’s agreements in 1994-1997. In
the later period, 1998-2001, the United States ranked first with 35.5 percent. Russia ranked
second with 9.2 percent. All other non-European suppliers collectively made 36.9 percent of the
region’s agreements in 1998-2001. Latin America registered a significant decline in the total
value of its arms transfer agreements from 1994-1997 to 1998-2001, falling from about $6 billion
in the earlier period to $3.3 billion in the latter (Tables 1C and 1E).

Africa

In the earlier period, 1994-1997, Russia ranked first in agreements with Africa with 33.7
percent ($600 million in current dollars). China ranked second with 16.8 percent. The major West
European suppliers, as a group, made 22.5 percent of the region’s agreements in 1994-1997. The
United States made 4.6 percent. In the later period, 1998-2001, Germany ranked first in
agreements with 17.8 percent ($1.6 billion). Russia ranked second with 15.6 percent ($1.4
billion). The major West European suppliers, as a group, made 34.4 percent of this region’s
agreements in 1998-2001. All other European suppliers collectively made 33.3 percent ($3
billion). The United States made 1.2 percent. Africa registered a substantial increase in the total
value of its arms transfer agreements from 1994-1997 to 1998-2001, rising from $1.8 billion in
the earlier period to $9 billion in the latter (in current dollars). The notable rise in the level of
arms agreements reflected, to an important degree, South Africa’s new defense procurement
program (Tables 1C and 1E).
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Chart 5
Arms Transfer Agreements With Near East
(Supplier Percentage of Value)
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Arms Transfer Agreements With Near East 1994-2001: Suppliers And Recipients

Table 1H gives the values of arms transfer agreements with the Near East nations by suppliers
or categories of suppliers for the periods 1994-1997 and 1998-2001. These values are expressed
in current U.S. dollars. They are a subset of the data contained in Table 1 and Table 1C. Among
the facts reflected by this Table are the following:

* For the most recent period, 1998-2001, the principal purchasers of U.S. arms in the
Near East region, based on the value of agreements were: the United Arab Emirates (U.A.E.)
($6.6 billion); Israel ($2.5 billion), Egypt ($1.7 billion), and Saudi Arabia ($600 million). The
principal purchasers of Russian arms were: the U.A.E. ($1 billion), Iran ($900 million), Yemen
($500 million) and Algeria ($400 million). The principal purchasers of arms from China were
Egypt ($400 million), and Algeria and Yemen ($100 million each). The principal purchasers of
arms from the four major West European suppliers, as a group, were: the U.A.E. ($2.6 billion),
Saudi Arabia and Syria ($300 million each). The principal purchasers of arms from all other
European suppliers collectively were Saudi Arabia ($800 million), Algeria ($400 million), and the
U.A.E. ($300 million). The principal purchasers of arms from all other suppliers combined were
Libya and the U.A.E. ($300 million each).

Chart 6
Arms Transfer Agreements With Asia
(Supplier Percentage of Value)
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* For the period from 1998-2001, the United Arab Emirates (U.A.E.) made $10.8 billion

in arms transfer agreements. The United States ($6.6 billion), the major West Europeans,
collectively, ($2.6 billion), and Russia ($1 billion) were its largest suppliers. Saudi Arabia made
$1.7 billion in arms transfer agreements. Its principal suppliers were: the United States ($600
million), the four major West European suppliers, as a group, ($300 million), and all other
European suppliers collectively, excluding the four major Europeans ($800 million). Egypt made
$2.6 billion in arms transfer agreements. Its major supplier was the United States ($1.7 billion).
Israel made $2.5 billion in arms transfer agreements. Its principal supplier was the United States
($2.5 billion).

* The total value of arms transfer agreements by China with Iran fell from $900 million
to nil during the period from 1994-1997 to 1998-2001. The value of Russia’s arms transfer
agreements with Iran rose from $200 million in the earlier period to $900 million from 1998-
2001, reflecting the reestablishment of their arms supply relationship.

* The value of arms transfer agreements by the United States with Saudi Arabia fell
significantly from the 1994-1997 period to the 1998-2001 period, declining from $4 billion in the
earlier period to $600 million in the later period. Saudi Arabia still made 35.3 percent of its arms
transfer agreements with the United States during 1998-2001. Meanwhile, arms transfer
agreements with Saudi Arabia by the major West European suppliers also decreased significantly
from 1994-1997 to 1998-2001, falling from $6.5 billion to $300 million.

Chart 7
Arms Deliveries Worldwide 1994-2001 Developed and Developing Worlds Compared
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Chart 8
Arms Deliveries to Developing Countries by Major Supplier, 1994-2001
(In Billions of Constant 2001 Dollars)
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Arms Transfers to Developing Nations, 1994-2001: Agreements With Leading Recipients

Table 1l gives the values of arms transfer agreements made by the top ten recipients of arms
in the developing world from 1994-2001 with all suppliers collectively. The Table ranks
recipients on the basis of the total current dollar values of their respective agreements with all
suppliers for each of three periods 1994-1997, 1998-2001 and 1994-2001. Among the facts
reflected in this Table that the U.A.E. has been the leading developing world purchaser of arms
from 1994-2001, making agreements totaling $16 billion during these years. The total value of
all arms transfer agreements with developing nations from 1994-2001 was $161.9 billion in
current dollars. The U.A.E. alone was responsible for over 9.9 percent of all developing world
arms transfer agreements during these years. In the most recent period-1998-2001-the U.A.E
ranked first in arms transfer agreements by developing nations ($10.8 billion in current dollars).
India ranked second ($7.2 billion in current dollars). The U.A.E. accounted for about 13 percent
of all developing world arms transfer agreements during this period ($10.8 billion out of nearly
$83.4 billion in current dollars) (Tables 1, 1B, 11 and 1J). During 1994-1997, the top ten
recipients collectively accounted for 64.8 percent of all developing world arms transfer
agreements. During 1998-2001, the top ten recipients, collectively accounted for 52.5 percent of
all such agreements (Tables 1 and 11).
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Arms Transfers to Developing Nations in 2001: Agreements With Leading Recipients

Table 1J names the top ten developing world recipients of arms transfer agreements in 2001.
The Table ranks these recipients on the basis of the total current dollar values of their respective
agreements with all suppliers in 2001. Among the facts reflected in this Table are the following:

» Israel ranked first among all developing nations recipients in the value of arms transfer
agreements in 2001, concluding $2.5 billion in such agreements. China ranked second with $2.1
billion. Egypt ranked third with $2 billion.

» Six of the top ten developing world recipients of arms transfer agreements in 2001
were in the Near East. Four were in Asia.

* Arms transfer agreements with the top ten developing world recipients, as a group, in
2001 totaled $11.6 billion or 72.7 percent of all such agreements with the developing world,
reflecting a continuing concentration of developing world arms purchases among a few nations
(Tables 1 and 1J).

Developing Nations Arms Delivery Values

Table 2 shows the annual current dollar values of arms deliveries (items actually transferred)
to developing nations by major suppliers from 1994-2001. The utility of these particular data is
that they reflect transfers that have occurred. They provide the data from which Table 2A
(constant dollars) and Table 2B (supplier percentages) are derived. Some of the more notable
facts illustrated by these data are summarized below.

* In 2001 the value of all arms deliveries to developing nations ($14.4 billion) was a
notable decrease in deliveries values from the previous year, ($22.1 billion in constant 2001
dollars) (Charts 7 and 8)(Table 2A).

* The U.S. share of all deliveries to developing nations in 2001 was 41.7 percent, up
from 39.3 percent in 2000. In 2001, the United States, for the eighth year in a row, ranked first in
the value of arms deliveries to developing nations (in constant 2001 dollars), reflecting continuing
implementation of Persian Gulf War era arms transfer agreements. The second leading supplier
was Russia. Russia’s share of all deliveries to developing nations in 2001 was 23.6 percent, up
notably from 14.1 percent in 2000. The United Kingdom’s share of all arms deliveries to
developing nations in 2001 was 22.9 percent, up from 22.1 percent in 2000. The share of major
West European suppliers deliveries to developing nations in 2001 was 24.3 percent, down notably
from 32.5 percent in 2000 (Tables 2A and 2B).

» The total value of all arms deliveries by all suppliers to developing nations from 1998-
2001 ($92.6 billion in constant 2001 dollars) was substantially lower than the value of arms
deliveries by all suppliers to developing nations from 1994-1997 ($116 billion in constant 2001
dollars) (Table 2A).

* During the years 1994-2001, arms deliveries to developing nations comprised 69.4
percent of all arms deliveries worldwide. In 2001, the percentage of arms deliveries to
developing nations was 67.6 percent of all arms deliveries worldwide (Tables 2A and 9A)(Figure

2).
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Figure 2

Worldwide Arms Deliveries, 1994-2001 and Suppliers’ Share with Developing world
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Table 1F

Arms Transfer Agreements with Developing Nations, 1994-2001 Leading Supplier Compared
(In Millions of Current 2001 U.S. Dollars)

Rank
1

© 00N Ol WwN

PR
P o

Rank

© 0o ~NOoO Ol WN PP

e
P o

Rank

©O© 00O ~NO O~ WNDN P

=
o

11
Source: U.S. Government.

Supplier
United States
Russia
France
United Kingdom
China
South Africa
Ukraine
Italy
Israel
Netherlands
Belarus

Supplier
United States
Russia
France
China
Germany
Sweden
United Kingdom
Israel
Ukraine
Belarus
Italy

Supplier
United States
Russia
France
China
United Kingdom
Germany
Ukraine
South Africa
Israel
Sweden
Italy

Agreements Value 1994-1997
20,724
17,500
16,000

5,000
3,200
2,400
1,700
1,600
1,100
1,100
1,100

Agreements Value 1998-2001

34,097*
19,100
5,900
4,400
4,100
2,200
2,000
1,800
1,300
1,000
800

Agreements Value 1994-2001

54,821*

36.600

21,900
7,600
7,000
4,500
3,000
2,900
2,900
2,600
2,400

Note: All foreign data are rounded to the nearest $100 million. Where data totals are the
same, the actual rank order is maintained.
*The United States total includes a $6.432 bilion licensed commercial agreement with the
United Arab Emirates in 2000 for 80 F-16 aircraft.
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Table 1G
Arms Transfer Agreements with Developing Nations in 2001 Leading Suppliers Compared
(In Millions of Current U.S. Dollars)

Rank Supplier Agreements Value 2001
1 United States 6,956
2 Russia 5,700
3 China 600
4 Israel 500
5 France 400
6 Brazil 300
7 Egypt 200
8 Spain 200
9 South Korea 100

10 Romania 100
11 Ukraine 100

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the
same, the actual rank order is maintained.

Regional Arms Delivery Values, 1994-2001

Table 2C gives the values of arms deliveries by suppliers to individual regions of the
developing world for the periods 1994-1997 and 1998-2001. These values are expressed in
current U.S. dollard. Table 2D, derived from Table 2C, gives the percentage distribution of each
supplier’s deliveries values within the regions for the two time periods. Table 2E, also derived
from Table 2C, illustrates what percentage share of each developing world region’s total arms
delivery values was held by specific suppliers during the years 1994-1997 and 1998-2001.
Among the facts reflected in these tables are the following:

Near East

The Near East has generally led in the value of arms deliveries received by the developing
world. In 1994-1997, it accounted for 59.8 percent of the total value of all developing nations
deliveries ($60.2 billion in current dollars). During 1998-2001 the region accounted for 56
percent of all such deliveries ($48.8 billion in current dollars) (Tables 2C and 2D).

For the period 1994-1997, the United States made 64.9 percent of its developing world
arms deliveries to the Near East region. In 1998-2001, the United States made 61 percent of its
developing world arms deliveries to the Near East region (Table 2D).

For the period 1994-1997, the United Kingdom made 85.4 percent of its developing world
arms deliveries to the Near East region. In 1998-2001, the United Kingdom made 84.7 percent
of its developing world arms deliveries to the Near East region (Table 2D).

For the period 1997-2001, 55.7 percent of France’s arms deliveries to the developing
world were to the Near East region. In the more recent period, 1998-2001, 49.6 percent of
France’s developing world deliveries were to nations of the Near East region (Table 2D).
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For the period 1994-1997, Russia made 30.8 percent of its developing world arms
deliveries to the Near East region. In 1998-2001, Russia made 17.6 percent of such deliveries to
the Near East (Table 2D).

In the earlier period, 1994-1997, the United States ranked first in the value of arms
deliveries to the Near East with 40.9 percent (nearly $24.6 billion in current dollars). The United
Kingdom ranked second with 30.1 percent ($18.1 billion in current dollars). France ranked third
with 11.5 percent ($6.9 billion in current dollars). The major West European suppliers, as a group,
held 42 percent of this region’s delivery values in 1994-1997. In the later period (1998-2001), the
United States ranked first in Near East delivery values with 46.3 percent ($22.6 billion in current
dollars). The United Kingdom ranked second with 27.3 percent ($13.3 billion in current dollars).
France ranked third with 11.3 percent ($5.5 billion in current dollars).The major West European
suppliers, as a group, held 41 percent of this region’s delivery values in 1998-2001 (Tables 2C
and 2E).

Asia

The Asia region has generally ranked second in the value of arms deliveries from most
suppliers in both time periods. In the earlier period, 1994-1997, 32.4 percent of all arms deliveries
to developing nations were to those in Asia ($32.6 billion in current dollars). In the later period,
1998-2001, Asia accounted for 36.6 percent of such arms deliveries ($31.9 billion in current
dollars). For the period 1998-2001, Italy made 80 percent of its developing world deliveries to
Asia. Russia made 70.4 percent of its developing world arms deliveries to Asia. China made 52.6
percent of its developing world deliveries to Asia, while France made 48.7 percent (Tables 2C and
2D).

In the period from 1994-1997, the United States ranked first in the value of arms deliveries
to Asia with 33.7 percent ($11 billion in current dollars). Russia ranked second with 16.9 percent
($5.5 billion in current dollars). France ranked third with 15.4 percent ($5 billion in current
dollars). The major West European suppliers, as a group, held 32.9 percent of this region’s
delivery values in 1994-1997. In the period from 1998-2001, the United States ranked first in
Asian delivery values with 39.5 percent ($12.6 billion in current dollars). Russia ranked second
with 23.8 percent ($7.6 billion in current dollars). France ranked third with 16.9 percent ($5.4
billion in current dollars). The major West European suppliers, as a group, held 27 percent of this
region’s delivery values in 1998-2001 (Tables 2C and 2E).

Latin America

In the earlier period, 1994-1997, the value of all arms deliveries to Latin America was $5.1
billion. The United States ranked first in the value of arms deliveries’ to Latin America with 43.5
percent ($2.2 billion in current dollars). The United Kingdom ranked second with 7.8 percent
($400 million in current dollars). The major West European suppliers, as a group, held 17.5
percent of this region’s delivery values in 1994-1997. In the later period, 1998-2001, the United
States ranked first in Latin American delivery values with 59.2 percent ($1.7 billion in current,
dollars). Russia, France and Germany tied for second with 6.8 percent each. The major West
European suppliers, as a group, held 13.6 percent of this region’s delivery values in 1998-2001.
During 1998-2001, the value of all arms deliveries to Latin America was $2.9 billion, a substantial
decline from the $5.1 billion deliveries total for 1994-1997 (Tables 2C and 2E).

Africa

In the earlier period, 1994-1997, the value of all arms deliveries to Africa was $2.7 billion.
Russia ranked first in the value of arms deliveries to Africa with 22.1 percent ($600 million in
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current dollars). China ranked second with 11.1 percent ($300 million in current dollars).The
major West European suppliers, as a group, held 14.7 percent of this region’s delivery values in
1994-1997. The United States held 4.3 percent. In the later period, 1998-2001, Russia ranked first
in African delivery values with 31.5 percent ($1.1 billion in current dollars). China ranked second
with 14.3 percent ($500 million in current dollars). The major West European suppliers, as a
group, held 2.9 percent. The United States held 2.6 percent. The other European suppliers
collectively held 28.6 percent ($1 billion in current dollars). During this later period, the value of
all arms deliveries to Africa increased from $2.7 billion to nearly $3.5 billion (in current dollars)
(Tables 2C and 2E).

Arms Deliveries to Developing Nations, 1994-2001: Leading Suppliers Compared

Table 2F gives the values of arms deliveries to developing nations from 1994-2001 by the top
eleven suppliers. The Table ranks these suppliers on the basis of the total current dollar values of
their respective deliveries to the developing world for each of three periods 1994-1997, 1998-
2001, and 1994-2001. Among the facts reflected in this Table are the following:

* The United States ranked first among all suppliers to developing nations in the value
of arms deliveries from 1998-2001 ($37.2 billion), and first for the entire period from 1994-2001
($74.9 billion).

* The United Kingdom ranked second among all suppliers to developing nations in the
value of arms deliveries from 1998-2001 ($15.7 billion), and second for the entire period from
1994-2001 ($37 billion).

» France ranked third among all suppliers to developing nations in the value of arms
deliveries from 1998-2001 ($11 billion), and third for the entire period from 1994-2001 ($23.3
billion).

Arms Deliveries With Developing Nations in 2001: Leading Suppliers Compared

Table 2G ranks and gives for 2001 the values of arms deliveries to developing nations of the
top ten suppliers in current U.S. dollars. Among the facts reflected in this Table are the following:

 The United States, the United Kingdom and Russia, the year’s top three arms
suppliers-ranked by the value of their arms deliveries collectively made deliveries in 2001 valued
at $12.7 billion, 88.2 percent of all arms deliveries made to developing nations by all suppliers.

* In 2001, the United States ranked first in the value of arms deliveries to developing
nations, making $6 billion in such agreements, or 41.7 percent of them.

* Russia ranked second and the United Kingdom third in deliveries to developing
nations in 2001, making $3.4 billion and $3.3 billion in such deliveries’ respectively.

e China ranked fourth in arms deliveries to developing nations in 2001, making $400
million in such deliveries, while Israel ranked fifth with $200 million in deliveries.
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Table 1H
Arms Transfer Agreements with Near East, by Supplier
(In Millions of Current U.S. Dollars)

Recipient Major West All Other All

Country u.S. Russia China European* European Others Total
1994-1997

Algeria 0 600 100 0 500 100 1,300
Bahrain 200 0 0 0 0 0 200
Egypt 4,000 400 0 100 200 100 4,800
Iran 0 200 900 100 400 100 1,600
Iraq 0 0 0 0 0 0 0
Israel 4,300 0 0 100 0 300 4,700
Jordan 300 0 0 0 0 100 400
Kuwait 500 800 200 700 100 0 2,300
Lebanon 100 0 0 100 0 0 200
Libya 0 0 0 0 100 100 200
Morocco 0 0 0 300 100 100 500
Oman 0 0 0 400 100 100 600
Qatar 0 0 0 2,200 0 0 2,200
Saudi Arabia 4,000 0 0 6,500 500 1,400 12,400
Syria 0 200 0 0 100 0 300
Tunisia 0 0 0 0 0 0 0
U.A.E. 200 500 0 3,800 700 0 5,200
Yemen 0 0 100 200 400 0 700
Recipient Major West All Other All

Country u.S. Russia China European* European Others Total
1998-2001

Algeria 0 400 100 0 400 100 1,000
Bahrain 100 0 0 0 0 0 100
Egypt 1,700 300 400 100 100 0 2,600
Iran 0 900 0 0 100 200 1,200
Iraq 0 0 0 0 100 0 100
Israel 2,500 0 0 0 0 0 2,500
Jordan 100 0 0 100 0 100 300
Kuwait 300 100 0 0 0 200 600
Lebanon 0 0 0 0 0 0 0
Libya 0 100 0 0 100 300 500
Morocco 0 0 0 0 200 0 200
Oman 0 0 0 0 100 0 100
Qatar 0 0 0 0 0 0 0
Saudi Arabia 600 0 0 300 800 0 1,700
Syria 0 100 0 300 100 0 500
Tunisia 0 0 0 0 0 0 0
U.A.E** 6,600 1,000 0 2,600 300 300 10,800
Yemen 0 500 100 0 100 0 700

Source: U.S. Government.

Note: O=data less than $50 million or nil. All data are rounded to nearest $100 million.

*Major West European includes France, United Kingdom, Germany, and Italy totals as an aggregate Figure.
**The United States total for 1998-2001 includes a $6.432 billion licensed commercial agreement with the United
Arab Emirates in 2000 for 80 F-16 aircraft.
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Table 1I
Arms Transfer Agreements of Developing Nations, 1994-2001:
Agreements by the Leading Recipients
(In Millions of Current U.S. Dollars)

Rank Recipient Agreements Value 1994-1997
1 Saudi Arabia 12,400
2 China 7,200
3 India 5,200
4 U.AE. 5,200
5 Egypt 4,800
6 Israel 4,700
7 South Korea 3,600
8 Pakistan 3,100
9 Indonesia 2,400
10 Kuwait 2,300

Rank Recipient Agreements Value 1998-2001
1 U.A.E. 10,800~
2 India 7,200
3 China 6,700
4 South Africa 5,100
5 Egypt 2,600
6 Pakistan 2,500
7 Israel 2,400
8 Malaysia 2,300
9 Singapore 2,200
10 South Korea 2,000

Rank Recipient Agreements Value 1994-2001
1 U.A.E. 16,000*
2 Saudi Arabia 14,100
3 China 13,900
4 India 12,400
5 Egypt 7,400
6 Israel 7,200
7 South Korea 5,600
8 Pakistan 5,600
9 South Africa 5,300
10 Malaysia 4,000

Source: U.S. Government.

Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained.

*The U.A.E. total includes a $6.432 billion licensed commercial agreement with the United States in 2000
for 80 F-16 aircraft.
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Table 1J
Arms Transfer Agreements of Developing Nations in 2001: Agreements by Leading Recipients
(In Millions of Current U.S. Dollars)

Rank Recipient Agreements Value 2001
1 Israel 2,500
2 China 2,100
3 Egypt 2,000
4 Saudi Arabia 900
5 South Korea 800
6 U.A.E. 700
7 India 700
8 Iran 700
9 Singapore 700
10 Kuwait 500

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained.

Arms Deliveries to Near East, 1994-2001: Suppliers and Recipients

Table 2H gives the values of arms delivered to Near East nations by suppliers or categories of
suppliers for the periods 1994-1997 and 1998-2001. These values are expressed in current U. S.
dollars. They are a subset of the data contained in Table 2 and Table 2C. Among the facts reflected
by this Table are the following:

* For the most recent period, 1998-2001, the principal arms recipients of the United
States in the Near East region, based on the value of their arms deliveries were Saudi Arabia
($12.8 billion), Israel ($3.8 billion), Egypt ($3.1 billion), and Kuwait ($1.5 billion). The principal
arms recipients of Russia were Iran ($500 million), Algeria ($400 million), Syria and the U.A.E.
($300 million each). The principal arms recipient of China was Kuwait ($200 million). The
principal arms recipients of the four major West European suppliers, as a group, were Saudi
Arabia ($14.6 billion), the U.A.E. ($2 billion), Qatar ($1.2 billion), and Israel ($900 million). The
principal arms recipient of all other European suppliers collectively was Saudi Arabia ($1.8
billion). The principal arms recipient of all other suppliers, as a group, was Jordan ($200 million).

» For the period 1998-2001, Saudi Arabia received $29.3 billion in arms deliveries. Its
principal suppliers were the United States ($12.8 billion), and the four major West Europeans, as
a group ($14.6 billion). Israel received $4.8 billion in arms deliveries. Its principal supplier was
the United States ($3.8 billion). Egypt received $3.5 billion in arms deliveries. Its principal
supplier was the United States ($3.1 billion). The U.A.E. received $3.4 billion in arms deliveries.
Its principal suppliers were the four major West Europeans, as a group ($2 billion). Kuwait
received $2.4 billion in arms deliveries. Its principal suppliers were the United States ($1.5
billion), and the four major West Europeans collectively, ($600 million). Iran received $900
million in arms deliveries. Its principal supplier was Russia ($500 million).

* The value of United States arms deliveries to Saudi Arabia declined from $13.9 billion
in 1994-1997 to $12.8 billion in 1998-2001, as implementation of orders placed during the
Persian Gulf War era continued to be concluded.

» The value of Russian arms deliveries to Iran declined from the 1994-1997 period to
the 1998-2001 period. Russian arms deliveries fell from $700 million to $500 million.
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* Chinese arms deliveries to Iran dropped dramatically from 1994-1997 to 1998-2001,
falling from $900 million in 1994-1997 to $100 million in 1998-2001.

Arms Deliveries to Developing Nations, 1994-2001: The Leading Recipients

Table 2I gives the values of arms deliveries made to the top ten recipients of arms in the
developing world from 1994-2001 by all suppliers collectively. The Table ranks recipients on the
basis of the total current dollar values of their respective deliveries from all suppliers for each of
three periods-1994-1997, 1998-2001 and 1994-2001. Among the facts reflected in this Table are
the following:

» Saudi Arabia and Taiwan were the top two developing world recipients of arms from
1994-2001, receiving deliveries valued at $65 billion and $20.7 billion, respectively, during these
years. The total value of all arms deliveries to developing nations from 1994-2001 was $189.8
billion in current dollars (see Table2). Thus, Saudi Arabia and Taiwan were responsible for 34.2
percent and 10.9 percent, respectively, of all developing world deliveries during these years-
together 45.1 percent of the total. In the most recent period-1998-2001-Saudi Arabia and Taiwan
ranked first and second in the value of arms received by developing nations ($29.3 billion and
$10.1 billion, respectively, in current dollars). Together, Saudi Arabia and Taiwan accounted for
44.9 percent of all developing world arms deliveries ($39.4 billion out of nearly $87.7 billion-the
value of all deliveries to developing nations in 1998-2001 (in current dollars).

* For the 1998-2001 period, Saudi Arabia alone received $29.3 billion in arms deliveries
(in current dollars) or 33.4 percent of all deliveries to developing nations during this period.

» During 1994-1997, the top ten recipients collectively accounted for 76.9 percent of all
developing world arms deliveries. During 1998-2001, the top ten recipients collectively
accounted for 74.6 percent of all such deliveries (Tables 2 and 2lI).

Arms Transfers to Developing Nations in 2001: Agreements With Leading Recipients

Table 2J names the top ten developing world recipients of arms transfer agreements in 2001.
The Table ranks these recipients on the basis of the total current dollar values of their respective
agreements with all suppliers in 2001. Among the facts reflected in this Table are the following:

» Saudi Arabia was the leading recipient of arms deliveries in 2001 among developing
nations, receiving $4.8 billion in such deliveries, or 33.3 percent. China ranked second with $2.2
billion. Taiwan ranked third with $1.2 billion (Tables 2 and 2J).

* Arms deliveries in 2001 to the top ten developing nation recipients, collectively,
constituted $11.7 billion, or 81.2 percent of all developing nations deliveries. Six of the top ten
arms recipients in the developing world in 2001 were in the Asia region; four were in the Near
East (Tables 2 and 2J).
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Table 2F

Arms Deliveries to Developing Nations, 1994-2001: Leading Supplier Compared
(In Millions of Current U.S. Dollars)

Rank
1

© 00N Ol WN

I
P o

Rank

© 00 ~NO O~ WN PP

I
P o

Rank

© 00N O~ WDN P

PR
P o

Source: U.S. Government.

Supplier
United States
United Kingdom
France
Russia
Germany
China
Sweden
Israel
South Africa
Canada
Netherlands

Supplier
United States
United Kingdom
France
Russia
China
Sweden
Ukraine
Germany
Italy
Israel
Belarus

Supplier
United States
United kingdom
France
Russia
China
Germany
Sweden
Israel
Ukraine
Italy
Belarus

Agreements Value 1994-1997
37,769
21,300
12,300

9,200
3,100
3,100
2,400
1,600
1,000
1,000
1,000

Agreements Value 1998-2001
37,159
15,700
11,000
10,700

1,800
1,700
1,400
1,300
900
900
800

Agreements Value 1994-2001
74,928
37,000
23,300
19,900

4,900
4,400
4,100
2,500
2,400
1,700
1,700

Note: All foreign data are rounded to the nearest $100 million. Where data totals are the
same, the actual rank order is maintained.
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Table 2G
Arms Deliveries to Developing Nations in 2001: Leading Suppliers Compared
(In Millions of Current U.S. Dollars)

Rank Supplier Deliveries Value 2001
1 United States 6,006
2 Russia 3,400
3 United Kingdom 3,300
4 China 400
5 Israel 200
6 France 200
7 Ukraine 200
8 Belgium 100
9 South Korea 100

10 Slovakia 100

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the
same, the actual rank order is maintained.
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Recipient
Country
1994-1997
Algeria
Bahrain
Egypt
Iran

Iraq
Israel
Jordan
Kuwait
Lebanon
Libya
Morocco
Oman
Qatar
Saudi Arabia
Syria
Tunisia
U.AE.
Yemen

Recipient
Country
1998-2001
Algeria
Bahrain
Egypt
Iran

Iraq
Israel
Jordan
Kuwait
Lebanon
Libya
Morocco
Oman
Qatar
Saudi Arabia
Syria
Tunisia
U.A.E.
Yemen

Source: U.S. Government.

Table 2H

Arms Deliveries to Near East, By Supplier

(In Millions of Current U.S. Dollars)

Major West All Other All
u.S. Russia China European* European Others Total
0 400 100 0 4,200 100 9,500
300 0 0 0 0 0 300
4,700 400 0 100 300 100 5,600
0 700 900 100 300 100 2,100
0 0 0 0 0 0 0
1,700 0 0 200 0 200 2,100
200 0 0 0 0 100 300
2,700 800 0 1,300 100 0 4,900
100 0 0 0 0 0 100
0 0 0 0 0 100 100
200 0 0 200 100 0 500
0 0 0 1,000 100 100 1,200
0 0 0 700 0 0 700
13,900 0 100 18,900 3,700 0 36,500
0 0 0 0 100 200 300
100 0 0 0 100 0 200
600 300 0 2,900 300 200 4,300
0 0 200 0 300 100 600
Major West All Other All
u.s Russia China European* European Others Total
0 400 100 0 400 0 900
600 0 0 0 0 0 600
3,100 200 0 100 0 100 3,500
0 500 100 100 200 0 900
0 0 0 0 0 0 0
3,800 0 0 900 0 100 4,800
300 0 0 0 0 200 500
1,500 0 200 600 0 100 2,400
0 0 0 0 0 0 0
0 0 0 0 100 100 200
100 0 0 0 200 100 400
0 0 0 0 0 100 100
0 0 0 1,200 0 0 1,200
12,800 0 0 14,600 1,800 100 29,300
0 300 0 100 100 0 500
0 0 0 0 0 0 0
600 300 0 2,000 500 0 3,400
0 0 0 100 100 100 300

Note: O=data less than $50 million or nil. All data are rounded to nearest $100 million.
*Major West European includes France, United Kingdom, Germany, and Italy totals as an aggregate figure.
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Table 2I
Arms Deliveries to Developing Nations, 1994-2001: The Leading Recipients
(In Millions of Current U.S. Dollars)

Rank Recipient Deliveries Value 1994-1997
1 Saudi Arabia 36,500
2 Taiwan 10,600
3 Egypt 5,600
4 South Korea 4,900
5 Kuwait 4,900
6 U.AE. 4,300
7 China 2,900
8 Iran 2,100
9 Israel 2,100
10 Malaysia 2,100

Rank Recipient Deliveries Value 1998-2001
1 Saudi Arabia 29,300
2 Taiwan 10,100
3 China 5,100
4 Israel 4,800
5 South Korea 4,700
6 Egypt 3,500
7 U.AE. 3,400
8 Kuwait 2,400
9 Malaysia 2,100
10 India 2,000

Rank Recipient Deliveries Value 1994-2001
1 Saudi Arabia 65,000
2 Taiwan 20,700
3 South Korea 9,600
4 Egypt 9,100
5 China 8,000
6 U.AE. 7,700
7 Kuwait 7,300
8 Israel 6,900
9 Malaysia 4,200
10 Indonesia 3,100

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained.
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Table 2J.
Arms Deliveries to Developing Nations in 2001: The Leading Recipients
(In Millions of Current U.S. Dollars)

Rank Recipient Deliveries Value 2001
1 Saudi Arabia 4,800
2 China 2,200
3 Taiwan 1,200
4 South Korea 900
5 Egypt 700
6 Israel 600
7 India 500
8 Kuwait 400
9 Pakistan 200
10 Sri Lanka 200

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained

Selected Weapons Deliveries to Developing Nations, 1994-2001

Other useful data for assessing arms transfers are those that indicate who has actually
delivered specific numbers of specific classes of military items to a region. These data are
relatively “hard” in that they reflect actual transfers of military equipment. They have the
limitation of not giving detailed information regarding either the sophistication or the specific
name of the equipment delivered. However, these data show relative trends in the delivery of
important classes of military equipment and indicate who the leading suppliers are from region to
region over time. Data in the following tables set out actual deliveries of fourteen categories of
weaponry to developing nations from 1994-2001 by the United States, Russia, China, the four
major West European suppliers as a group, all other European suppliers as a group, and all other
suppliers as a group (Tables 3, 4, 5, 6, and 7).

A note of caution is warranted regarding the quantitative data within these specific tables.
Aggregate data on weapons categories delivered by suppliers do not provide precise indices of
the quality and/or quantity of the weaponry delivered. The history of recent conventional conflicts
suggests that quality and/or sophistication of weapons can offset quantitative advantage. Further,
these data do not provide an indication of the relative capabilities of the recipient nations to use
effectively the weapons delivered to them. Superior training, coupled with good equipment,
tactical proficiency, and sound logistics may, in the last analysis, be a more important factor in a
nation’s ability to engage successfully in conventional warfare than the size of its weapons
inventory.
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Table 3
Numbers of Weapons Delivered by Major Suppliers to Developing Nations

Major West All Other All

Weapons Category U.S. Russia China  European European Others
1994-1997

Tanks and Self-Propelled Guns 1,657 200 170 310 550 60
Artillery 195 450 100 150 260 610
APCs and Armored Cars 3,043 1,200 90 900 2,700 100
Major Surface Combatants 3 2 4 47 2 1
Minor Surface Combatants 55 12 11 39 33 42
Guided Missile Boats 0 0 21 4 0 5
Submarines 0 5 0 8 0 2
Supersonic Combat Aircraft 201 100 80 30 70 70
Subsonic Combat Aircraft 69 10 0 50 30 20
Other Aircraft 37 60 70 50 240 80
Helicopters 207 280 0 60 90 50
Surface-to-Air Missiles 1,674 2,020 560 1,230 2,440 330
Surface-to-Surface Missiles 0 0 0 0 0 10
Anti-Ship Missiles 491 70 240 40 0 10

Major West All Other All

Weapons Category U.S. Russia China  European European Others
1998-2001

Tanks and Self-Propelled Guns 462 300 290 360 1,600 140
Artillery 228 220 190 20 560 940
APCs and Armored Cars 317 830 400 220 670 670
Major Surface Combatants 8 3 0 5 9 4
Minor Surface Combatants 2 2 25 24 100 57
Guided Missile Boats 0 0 1 14 0 0
Submarines 0 4 0 6 1 0
Supersonic Combat Aircraft 311 210 60 70 90 80
Subsonic Combat Aircraft 2 10 0 40 10 20
Other Aircraft 47 70 70 30 90 70
Helicopters 153 300 10 50 110 10
Surface-to-Air Missiles 1,506 960 510 1,720 1,180 190
Surface-to-Surface Missiles 0 0 0 0 0 30
Anti-Ship Missiles 301 180 120 250 0 10

Source: U.S. Government.

Note: Developing nations category excludes the U.S., Russia, Europe, Canada, Japan, Australia and New
Zealand. All data are for calendar years given. Major West European includes France, United Kingdom,
Germany, and Italy totals as an aggregate figure. Data relating to surface-to-surface and anti-ship missiles by
foreign suppliers are estimates based on a variety of sources having a wide range of accuracy. As such,
individual data entries in these two weapons delivery categories are not necessarily definitive.
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Table 4

Number of Weapons Delivered by Major Suppliers to Asia and the Pacific

Weapons Category uU.S.
1994-1997

Tanks and Self-Propelled Guns 325
Artillery 32
APCs and Armored Cars 55
Major Surface Combatants 1
Minor Surface Combatants 12
Guided Missile Boats 0
Submarines 0
Supersonic Combat Aircraft 85
Subsonic Combat Aircraft 30
Other Aircraft 20
Helicopters 72
Surface-to-Air Missiles 221
Surface-to-Surface Missiles 0
Anti-Ship Missiles 192
Weapons Category uU.S.
1998-2001

Tanks and Self-Propelled Guns 280
Artillery 193
APCs and Armored Cars 48
Major Surface Combatants 6
Minor Surface Combatants 0
Guided Missile Boats 0
Submarines 0
Supersonic Combat Aircraft 230
Subsonic Combat Aircraft 0
Other Aircraft 4
Helicopters 75
Surface-to-Air Missiles 1,228
Surface-to-Surface Missiles 0
Anti-Ship Missiles 235

Source: U.S. Government.

Russia

30
380
40
2
12
0

2
90
10
20
70
1,130
0
70

Russia

140
0
50
170
940
0
150

China

170
70
90

4
6
6
0
70
0
50
0
240
0
90

China

90
140
360
0
16
0
0
40
0
30
0
330
0

20

Major West  All Other All
European European Others
0 210 40
50 40 460
290 130 70
38 1 1
13 0 23
0 0 0
8 0 2
20 0 60
50 10 10
40 100 30
20 30 20
1,130 90 50
0 0 10
0 0 0
Major West  All Other All
European European Others
0 230 20
0 50 500
30 90 170
3 0 4
7 8 31
0 0 0
2 1 0
60 10 70
40 0 0
10 0 30
10 10 0
1,630 100 20
0 0 0
60 0 0

Note: Asia and Pacific category excludes Japan, Australia and New Zealand. All data are for calendar years
given. Major West European includes France, United Kingdom, Germany, and ltaly totals as an aggregate
figure. Data relating to surface-to-surface and anti-ship missiles by foreign suppliers are estimates based on a
variety of sources having a wide range of accuracy. As such, individual data entries in these two weapons
delivery categories are not necessarily definitive.
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Weapons Category u.S.
1994-1997

Tanks and Self-Propelled Guns 1,332
Artillery 124
APCs and Armored Cars 2,926
Major Surface Combatants 0
Minor Surface Combatants 13
Guided Missile Boats 0
Submarines 0
Supersonic Combat Aircraft 116
Subsonic Combat Aircraft 0
Other Aircraft 3
Helicopters 72
Surface-to-Air Missiles 1,358
Surface-to-Surface Missiles 0
Anti-Ship Missiles 287
Weapons Category u.S.
1998-2001

Tanks and Self-Propelled Guns 182
Artillery 6
APCs and Armored Cars 254
Major Surface Combatants 0
Minor Surface Combatants 0
Guided Missile Boats 0
Submarines 0
Supersonic Combat Aircraft 81
Subsonic Combat Aircraft 0
Other Aircraft 21
Helicopters 42
Surface-to-Air Missiles 278
Surface-to-Surface Missiles 0
Anti-Ship Missiles 57

Source: U.S. Government.

Table 5
Numbers of Weapons Delivered by Major Suppliers to Near East

Russia

130
40
700
0

0

0

3
10
0
20
90
140

Russia

240
20
410
0

0

0

0
30
0
10
40
20
0
30

China European

0
30
0
0
3
15
0
10
0
10
0
130

150

China European

0
30
40

O O o OO

10

170
0
100

Major West All Other All
European  Others

280 220 0
10 140 60
390 1,950 0
2 1 0
19 18 3
2 0 0

0 0 0
10 20 0
0 0 0

0 50 40
20 30 0
0 0 20

0 0 0
20 0 0

Major West All Other All
European  Others

280 270 10
0 0 0
70 240 30
0 1 0

1 3 8
10 0 0
3 0 0
10 30 0
0 0 0

0 30 0
30 20 0
0 280 10

0 0 30
160 0 10

Note: All data for calendar years given. Major West European includes France, United Kingdom, Germany,
and ltaly totals as an aggregate figure. Data relating to surface-to-surface and anti-ship missiles by foreign
suppliers are estimates based on a variety of sources having a wide range of accuracy. As such, individual data
entries in theses two weapons delivery categories are not necessarily definitive.
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Table 6
Numbers of Weapons Delivered by Major Suppliers to Latin America

Major West All Other All

Weapons Category U.S. Russia China European European Others
1994-1997

Tanks and Self-Propelled Guns 0 0 20 40 10
Artillery 38 0 0 80 10 30
APCs and Armored Cars 57 30 0 20 530 10
Major Surface Combatants 2 0 0 7 0 0
Minor Surface Combatants 28 0 0 6 12 7
Guided Missile Boats 0 0 0 2 0 4
Submarines 0 0 0 0 0 0
Supersonic Combat Aircraft 0 0 0 0 40 10
Subsonic Combat Aircraft 39 0 0 0 20 0
Other Aircraft 6 20 0 0 20 0
Helicopters 63 70 0 0 10 10
Surface-to-Air Missiles 95 750 190 60 1,390 260
Surface-to-Surface Missiles 0 0 0 0 0 0
Anti-Ship Missiles 12 0 0 20 0 10

Major West All Other All

Weapons Category U.S. Russia China European European  Others
1998-2001

Tanks and Self-Propelled Guns 0 0 0 80 320 0
Artillery 29 0 0 20 50 50
APCs and Armored Cars 15 0 0 120 40 0
Major Surface Combatants 2 0 0 2 8 0
Minor Surface Combatants 0 0 4 2 85 0
Guided Missile Boats 0 0 0 4 0 0
Submarines 0 0 0 1 0 0
Supersonic Combat Aircraft 0 0 0 0 0 0
Subsonic Combat Aircraft 2 0 0 0 0 20
Other Aircraft 14 10 0 20 40 30
Helicopters 36 20 0 10 20 0
Surface-to-Air Missiles 0 0 10 90 460 0
Surface-to-Surface Missiles 0 0 0 0 0 0
Anti-Ship Missiles 9 0 0 30 0 0

Source: U.S. Government.

Note: All data for calendar years given. Major West European includes France, United Kingdom, Germany,
and ltaly totals as an aggregate figure. Data relating to surface-to-surface and anti-ship missiles by foreign
suppliers are estimates based on a variety of sources having a wide range of accuracy. As such, individual data
entries in theses two weapons delivery categories are not necessarily definitive.
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WeaponsCategory uU.S.

1994-1997

Tanks and Self-Propelled Guns
Artillery

APCs and Armored Cars
Major Surface Combatants
Minor Surface Combatants
Guided Missile Boats
Submarines

Supersonic Combat Aircraft
Subsonic Combat Aircraft
Other Aircraft

Helicopters

Surface-to-Air Missiles
Surface-to-Surface Missiles
Anti-Ship Missiles

CQOO0OOCMWMOOOONOUIFO

WeaponsCategory u.S.

1998-2001

Tanks and Self-Propelled Guns
Artillery

APCs and Armored Cars
Major Surface Combatants
Minor Surface Combatants
Guided Missile Boats
Submarines

Supersonic Combat Aircraft
Subsonic Combat Aircraft
Other Aircraft

Helicopters

Surface-to-Air Missiles
Surface-to-Surface Missiles
Anti-Ship Missiles

CQOO0OOWWMOOOONOOOO

Source: U.S. Government.

Table 7
Number of Weapons Delivered by Major Suppliers to Africa

Russia

40
30
430

a
[cololoNololoNoNoNoNe)

China

|
QOO0 O0OO0OO0OOONOOOO

China

200

N
o

N

=W
[cNeolololoNeololoNaoNi NoNe)

Major West
European

10
10
200

[cNoloNok N

10
20
40
0
0

Major West
European

[cNeolololoololoNo YolloNoNe]

All Other

All

European Others

80
70
90
0
3
0
0
10
0
70
20
960
0
0

All Other

All

European Others

780
460
300
0

4

0

0
50
10
20
60
340
0

0

110
390
470

18

10

10
10
160

Note: All data are for calendar years given. Major West European includes France, United Kingdom, Germany,
and ltaly totals as an aggregate figure. Data relating to surface-to-surface and anti-ship missiles by foreign
suppliers are estimates based on a variety of sources having a wide range of accuracy. As such, individual data
entries in these two weapons delivery categories are not necessarily definitive.
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Worldwide Arms Transfer Agreements and Deliveries Values, 1994-2001

Tables 8, 8A, and 8B and Tables 9, 9A and 9B, provide the total dollar values for arms transfer
agreements and arms deliveries worldwide for the years 1994-2001 in the same format and detail
as do Tables 1, 1A and 1B and Tables 2, 2A and 2B for arms transfer agreements with and arms
deliveries to developing nations. Tables 8C, 8D, 9C and 9D provide a list of the top eleven arms
suppliers to the world based on the total values (in current dollars) of their arms transfer
agreements with and arms deliveries worldwide during calendar years 1994-1997, 1998-2001,
and 2001. These tables are set out in the same format and detail as Tables 1F, 2F 1G, and 2G for
arms transfer agreements with and arms deliveries to developing nations respectively.

Total Worldwide Arms Transfer Agreements Values, 1994-2001

Table 8 shows the annual current dollar values of arms transfer agreements worldwide. Since
these figures do not allow for the effects of inflation, they are, by themselves, of limited use. They
provide, however, the data from which Tables 8A (constant dollars) and 8B (supplier percentages)
are derived. Some of the more notable facts reflected by these data are summarized below.
Unless otherwise noted, dollar values are expressed in constant 2001 U.S. dollars.

* The United States ranked first among all suppliers to the world in the value of arms
transfer agreements from 1998-2001, and first for the entire period form 1994-2001 (Figure 1)
(Table 8C).

* Russia ranked second among all suppliers to the world in the value of arms transfer
agreements from 1998-2001, and second from 1994-2001.

» France ranked third among all suppliers to the world in the value of arms transfer
agreements from 1998-2001, and third from 1994-2001.

e In 2001, the value of all arms transfer agreements worldwide was $26.4 billion. This
is the lowest total for worldwide arms transfer agreements for any year since 1997.

* In 2001, the United States was the leader in arms transfer agreements with the world,
making $12.1 billion in such agreements, or 45.8 percent of all arms transfer agreements. Russia
ranked second with $5.8 billion in arms transfer agreements, or 22 percent of all arms transfer
agreements. France ranked third with $2.9 billion or 11.1 percent. United States agreements’
decreased significantly notably from $18.9 billion in 2000 to $12.1 billion in 2001, although the
U.S. share of agreements only fell from 47.3 percent to 45.8 percent. Russia’s arms transfer
agreements also fell significantly from $8.4 billion in 2000 to $5.8 billion in 2001 (Tables 8A,
8B, and 8D).

» The United States, Russia and France, the top three arms suppliers to the world in
2001 respectively-ranked by the value of their arms transfer agreements collectively made
agreements in 2001 valued at nearly $20.8 billion, 78.8 percent of all arms transfer
agreementsmade with the world by all suppliers.

» The total value of all arms transfer agreements worldwide from 1998-2001 ($133.1
billion) was slightly higher than the value of arms transfer agreements by all suppliers worldwide
from 1994-1997 ($128.2 billion), an increase of 3.9 percent (Figure 1).

* During the period from 1994-1997, developing world nations accounted for 70.8
percent of all arms transfer agreements made worldwide. During 1998-2001, developing world
nations accounted for 65.8 percent of all agreements made worldwide (Figure 1).
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* In 2001, developing nations were recipients of 60.5 percent of all arms transfer
agreements made worldwide (Figure 1).

Total Worldwide Delivery Values 1994-2001

Table 9 shows the annual current dollar values of arms deliveries (items actually transferred)
worldwide by major suppliers from 1994-2001. The utility of these data is that they reflect
transfers that have occurred. They provide the data from which Tables 9A (constant dollars) and
9B (supplier percentages) are derived. Some of the more notable facts illustrated by these data are
summarized below. Unless otherwise noted, the dollar values are expressed in constant 2001 U.S.
dollars.

* In 2001, the United States ranked first in the value of arms deliveries worldwide,
making $9.7 billion in such deliveries. This is the eighth year in a row that United States has led
in such deliveries, reflecting implementation of arms agreements concluded during and
immediately after the Persian Gulf war. The U.S. total is a substantial decline from 2000 when
its delivery values totaled over $13.5 billion (Figure 2) (Tables 9A and 9D).

* The United Kingdom ranked second in arms deliveries worldwide in 2001, making $4
billion in such deliveries.

* Russia ranked third in arms deliveries worldwide in 2001, making $3.6 billion in such
deliveries.

* In 2001, the top three suppliers of arms to the world, the United States, the United
Kingdom, and Russia, collectively delivered nearly $17.3 billion, 81.2 percent of all arms
deliveries made worldwide by all suppliers (Table 9D).

* The U.S. share of all arms deliveries worldwide in 2001 was 45.6 percent, up slightly
from its 41.6 percent share in 2000. The United Kingdom’s share in 2001 was 18.8 percent up
from 17.9 percent in 2000. Russia’s share of world arms deliveries in 2001 was 16.9 percent, up
from 11.5 percent in 2000 (Table 9B).

* In 2001, the value of all arms deliveries worldwide was over $21.3 billion, a
significant decline in the total value of deliveries in 2000 ($32.6 billion in constant 2001 dollars),
and the lowest deliveries total by far during the entire period from 1994-2001 (Chart 7) (Table
9A).

* During the period from 1994-1997, developing world nations accounted for 70 percent
of all arms deliveries received worldwide. During 1998-2001, developing world nations
accounted for 68.7 percent of all deliveries worldwide (Figure 2).

* In 2001, developing nations as recipients of arms accounted for 67.6 percent of all
arms deliveries received worldwide (Figure 2).

* The total value of all arms deliveries by all suppliers worldwide from 1998-2001
($134.9 billion) was a significant decrease from the value of arms deliveries by all suppliers
worldwide from 1994-1997 ($165.8 billion in constant dollars), a decline of 18.6 percent (Figure
2)(Table 9A).
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Table 8C.
Arms Transfer Agreements with the World, 1994-2001:
Leading Suppliers Compared
(In Millions of Current U.S. Dollars)

Rank Supplier Agreements Value 1994-1997
1 United States 38,850
Russia 19,400
3 France 18,600
4 United Kingdom 7,500
5 China 3,200
6 Germany 2,600
7 Israel 2,500
8 South Africa 2,500
9 Italy 1,900
10 Ukraine 1,700
11 Netherlands 1,500
Rank Supplier Agreements Value 1998-2001
1 United States 52,358*
2 Russia 20,500
3 France 11,800
4 Germany 10,700
5 China 4,800
6 United Kingdom 4,300
7 Sweden 3,600
8 Israel 2,800
9 Spain 2,200
10 Italy 2,100
11 Ukraine 1,900
Rank Supplier Agreements Value 1994-2001
1 United States 91,208*
2 Russia 39,900
3 France 30,400
4 Germany 13,300
5 United Kingdom 11,800
6 China 8,000
7 Israel 5,300
8 Sweden 4,600
9 Italy 4,000
10 Ukraine 3,600
11 South Africa 3,000

Source: U.S. Government.

Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the
actual rank order is maintained. *The U.S. total includes a $6.432 billion licensed commercial
agreement with the United Arab Emirates in 2000 for 80 F-16 aircraft.
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Table 8D
Arms Transfer Agreements with the World in 2001: Leading Suppliers Compared
(In Millions of Current U.S. Dollars)

Rank Supplier Agreements Value 2001
1 United States 12,088
2 Russia 5,800
3 France 2,900
4 Germany 1,000
5 Israel 700
6 China 600
7 United Kingdom 400
8 Spain 400
9 Sweden 400
10 Brazil 300
11 South Korea 200

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the
actual rank order is maintained.
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Source:

Table 9C

Arms Deliveries to the World, 1994-2001: Leading Suppliers Compared

Rank
1

© 00N U1 WN

s
)

Rank

=

© 00N U1 WN

©O© 00N UL WN

=
)

U.S. Government.

Supplier
United States
United Kingdom
France
Russia
Germany
Sweden
China
Israel
Canada
Spain
Netherlands

Supplier
United States
United Kingdom
France
Russia
Germany
Sweden
China
Ukraine
Israel
Italy
Belarus

Supplier
United States
United Kingdom
France
Russia
Germany
Sweden
China
Israel
Ukraine
Italy
Canada

(In Millions of Current U.S. Dollars)

Deliveries Value 1994-1997
60,616
23,800
14,700
11,000

6,800
3,900
3,200
2,300
1,600
1,500
1,300

Deliveries Value 1998-2001
57,816
18,400
13,700
12,300

4,900
2,500
2,200
1,900
1,800
1,300

900

Deliveries Value 1994-2001

118,432
42,200
28,400
23,300
11,700
6,400
5,400
4,100
2,900
2,200
1,900

Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained.
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Table 9D. Arms Deliveries to the World in 2001:
Leading Suppliers Compared
(In Millions of Current U.S. Dollars)

Rank Supplier Deliveries Value 2001
1 United States 9,702
United Kingdom 4,000
3 Russia 3,600
4 France 1,000
5 China 500
6 Israel 300
7 Ukraine 200
8 Slovakia 100
9 Belgium 100
10 Greece 100
11 South Korea 100

Source: U.S. Government.
Note: All foreign data are rounded to the nearest $100 million. Where data totals are the same, the actual
rank order is maintained.
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Asia
Afghanistan
Australia
Bangladesh
Brunei
Burma (Myanmar)
China
Fiji
India
Indonesia
Japan
Kampuchea
(Cambodia)
Kazakhstan
Kyrgyzstan
Laos
Malaysia
Nepal
New Zealand
North Korea
Pakistan

Regions Identified in Arms Transfer Tables and Charts

Near East
Algeria
Bahrain
Egypt

Iran

Iraq

Israel
Jordan
Kuwait
Lebanon
Libya
Morocco
Oman
Qatar
Saudi Arabia
Syria
Tunisia

United Arab Emirates

Yemen

Papua New Guinea

Philippines
Pitcairn
Singapore
South Korea
Sri Lanka
Taiwan
Tajikistan
Thailand
Turkmenistan
Uzbekistan
Vietnam

Europe
Albania

Armenia

Austria

Azerbaijan

Belarus

Bosnia/Herzegovina

Bulgaria

Belgium

Canada

Croatia

Czechoslovakia/
Czech Republic

Cyprus

Denmark

Estonia

Finland

France

FYR/Macedonia

Georgia

Germany

Greece

Hungary

Iceland

Ireland

Italy

Latvia

Liechtenstein

Lithuania

Luxembourg

Malta

Moldova

Netherlands

Norway

Poland

Portugal

Romania

Russia

Slovak Republic

Slovenia

Spain

Sweden

Switzerland

Turkey

Ukraine

United Kingdom

Yugoslavia/Federal
Republic

Africa
Angola
Benin
Botswana
Burkina Faso
Burundi
Cameroon
Cape Verde
Central African Republic
Chad

Congo

Céte d’'lvoire
Djibouti
Equatorial Guinea
Ethiopia
Gabon
Gambia
Ghana
Guinea
Guinea-Bissau
Kenya
Lesotho
Liberia
Madagascar
Malawi

Mali
Mauritania
Mauritius
Mozambique
Namibia
Niger
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Critical Infrastructure Protection
By

Lincoln P. Bloomfield, Jr.,
Assistant Secretary for Political-Military Affairs

[The following remarks were presented at the American Embassy, New Delhi, India, April 30,
2002.]

Ladies and gentlemen, thank you for joining me here at the American Embassy this afternoon.
| would like to make a few brief remarks before | answer your questions. | wish to first thank my
Indian hosts for their hospitality, and for the seriousness of purpose that they shared with me and
with my colleagues during two days of meetings here in New Delhi.

As you may have seen in this morning’s newspapers, yesterday, | took part in the inaugural
session of the Indo-U.S. Cyber Security Forum, which is an outgrowth of the Indo-U.S. Cyber-
Terrorism Initiative launched by Prime Minister Vajpayee and President Bush at their November
9, 2001, Summit meeting in Washington. My host at these talks was Shri Arvind Gupta, Joint
Secretary for the National Security Council Secretariat. Today, | participated in the first Indo-
U.S. Political Military Dialogue. | was hosted by Mr. Jayant Prasad, Joint Secretary, Americas,
MEA. | wish to thank both of these gentlemen and their impressive respective teams for the very
warm hospitality and well-organized structure of these two sets of discussions.

As Assistant Secretary for the State Department’s Political-Military Bureau (PM), | am
Secretary Powell's principal advisor on matters where the Department of State supports the
mission of the Department of Defense, and am an active participant in the management of
America’s security relationships worldwide. My bureau’s mission includes advising the
Secretary of State on U.S. security assistance programs such as the International Military
Education and Training (IMET) program, Foreign Military Financing (FMF), and Peacekeeping
Operations (PKO) assistance. Additionally, | am responsible for U.S. government arms sales
policy and for commercial defense trade controls, including licensing. Other areas of PM’s
responsibility include contingency planning and peacekeeping policy, the small arms/light
weapons United Nations Program of Action, humanitarian demining, and mine action, base
access and burden sharing, and international consequence management coordination, as well as
critical infrastructure protection cooperation internationally.

It is in this last capacity that | held meetings yesterday, April 29, 2002 with Joint Secretary
Gupta and the members of his Cyber security team. The U.S. delegation in these talks represented
the full range of U.S. government agencies as well as university representatives, working on
critical infrastructure protection (CIP). This U.S. team is the most comprehensive and senior
delegation we have ever assembled for a bilateral CIP discussion with any country.

We presented our assessment of the global threat and described the measures we have taken
to minimize the vulnerability of our critical information systems. The two sides began the
dialogue on possible ways in which India and the United States can address these problems.
These talks marked the start of what will be a regular relationship between India and the U.S. on
cyber security. Indeed, the professional-level dialogue from here on will be continuous.
Members of our respective delegations will be in touch as often as needed in order to protect both
India’s and America’s critical infrastructure from cyber attack.

The purpose of today’s political-military dialogue was to set the stage for a closer and even
more productive bilateral security relationship. | had the opportunity to hear in detail India’'s
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strategic perspectives, priorities, and visions for the future in the context of the regional and
international security environment. | was also able to present American perspectives on
Operation Enduring Freedom and the Global War on Terrorism. The discussions included Indian
military modernization and India’s perspectives on the U.S. as a potential defense supplier. | was
able to share with my hosts the progress of current defense procurement requests and explain in
detail the U.S. defense trade licensing process and U.S. arms transfer policy.

| will return to Washington tonight with what | know will be good news for Secretary Powell:
political-military relations between the United States and India are strong and growing. | consider
it an honor and a privilege to be able to play a role in deepening the transformation of our bilateral
relationship.

Question: Mr. Bloomfield, | am Aditi Phadnis, thBusiness Standard Newspapddo you
have an ongoing dialogue on cyber security with other nations of the world, and if so, what are
the areas that they encompass? This is not a subject that we know too much about here.

Answer: Yes, we do. Cyber security is a relative newcomer to the bureaucratic environment
in Washington and it is clearly an outgrowth of the phenomenal proliferation of computers and
information technology and the internet. The organizations represented on the U.S. delegation in
the last two days in the main did not exist a few years ago. Now we find that our own government
bureaucracy, our defense and intelligence establishments, must guard its information
infrastructure against all manner of cyber threats.

In addition, most of the critical infrastructure in the United States is not government owned
or government operated. It belongs to the private sector, the financial markets in particular, and
the entire range of corporations and small businesses. So, in the United States, the government
needs to enlist the cooperation of the private sector to work collegially for their own mutual
benefit. As you know, national borders do not exist when it comes to cyber space so we have to
be attentive to the dangers of a cascading failure of infrastructure that could begin anywhere on
the globe and carry from one substantial infrastructure into another country’s infrastructure at
very high speed. For that reason the U.S. has begun CIP dialogues with a number of our closest
friends and partners in the economic sphere. It is quite appropriate that we should come to New
Delhi insofar as India’s presence in the international cyber environment and in the global market
is significant and is destined to grow quite substantially.

Question: | am Ajay Shukla fromStar News Does this cooperation between our two
countries have more to do with India’s strength in software development, or developing
relationships in strategic terms? Would you say it’s both or is it due more to India’s strength in
software?

Answer: | think there is an element of both, but even if we did not have a very positive
bilateral relationship the connectivity between the two countries in the information sphere would
drive the U.S. to come together to address potential mutual vulnerabilities. There is no reason
why India should be unaware of a virus or an attack that we have discovered in the United States
if it is possible for the U.S. to inform our counterparts in India quickly and immediately and send
different kinds of patches and software solutions to guard India’s information infrastructure. And
vice versa, when India discovers something and can tell the U.S. about it in a timely manner. This
is the nature of the 21st century information environment, and frankly, to address your question
more specifically, it is a reflection of the large size of India’s software industry but it is also, |
believe, a recognition that the size of India’s information technology economy could grow quite
dramatically from the already impressive level of today.
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Question: Does it seem we will receive cooperation from the Indian industry as well as the
United States industry for solutions, security resolutions? How will this work?

Answer: Thank you for the question. | mentioned U.S. industry for illustrative purposes.
Eight-five to ninety percent of America’s critical infrastructure is not owned by the government.
The U.S., as you may know, is a country born of revolution. We take our independence as citizens
very seriously. So it is not automatic that the U.S. government can enlist the active cooperation
of all the private sector in the United States. Other countries have a slightly different tradition.
The fact is that India’s private sector has a very important place in the future of this dialogue; how
that comes to pass remains to be seen.

Question | am Ranjit Kumar fromNavbharat Times Will you also be conducting joint
research programs on ways to protect this cyber infrastructure?

Answer: We had a very extensive delegation on both sides of the table and part of the effort
involves research and development. So yes, | believe there is discussion on at least comparing
the experiences and having a very transparent dialogue on research and development. | cannot
say at this time what that might lead to other than simply letting each other know what we are
doing.

Question Nilesh Mishra from thé\ssociated PressJust to go a little beyond the jargon,
what exactly can a cyber terrorist do? Is there a South Asian concern that you see here, especially
with the situation that is within the region? Any special concerns you see here? And how
precisely can that be? All we know of cyber terrorism, | mean | can speak for myself, are things
like hacking or breaking into financial markets and things like that. But are there any other wider
concerns there?

Answer: Yes. In order to understand cyber security it is very difficult, but it is necessary,
nonetheless, to try to forget about the political map of the world because most of the time when
there is some sort of an attack on systems the immediate need is to protect the system. Only later,
perhaps much later, will it become known where the attack originated. | refer you to the Love
Bug, which finally, after circling around the globe through many countries including Scandinavia
and Latin America, ended up being in Southeast Asia in the hands of one individual. The focus
of cyber security is truly security:

* how to protect systems from degradation;
* how to maintain assured performance of systems;
* how to protect information from corruption.

The actors involved could range from a simple hacker to more sophisticated groups to terrorist
groups to criminals to states who may have certain sophisticated ambitions in terms of an internet
terrorist attack. We don’t know that at the time of the problem, so the orientation in the first
instance is entirely defensive. There is, after that, an investigative and law enforcement aspect.
Here again, it pays little regard to political boundaries and requires a great deal of international
cooperation.

Questiont | am Sandip from thédindu. What did you discuss on modernization of the
military ones? What are the defense items that have been cleared by the U.S. Congress to sell to
India?

Answer: The focus of the discussions today, on the political military dialogue, was, in the
first instance, more of a sharing of strategic view, a tour of the horizon of the political dimension
of security. When we spoke of military modernization the intent, in the first instance, was for me
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to introduce my bureau and to show in greater detail how the American arms transfer policy works
and the fundamentals of that policy, as well as a bit of the bureaucratic aspect. There are some
specific programs, both government-to-government as well as in the commercial defense
licensing area, and a colleague of mine briefed the group in detail on the precise status of those
programs. But | think my role was to ensure that we have a very good dialogue and very close
communication to ensure that the foreign policy priorities of both governments in our bilateral
relationship are well served by the programmatic coordination of our bureaucracies. So in a way
| am somewhat of the lynch pin between the policy and the bureaucracy, and it is my hope and
my belief that | will now be much better positioned to assure that the United States is being
responsive to our high priorities that we attach to our relationship with India.

Question Shivani Rawat fronrZee News | would like to know which other countries is the
United States having this CIP dialogue. After your discussions with the Indians set up, what is
the level of awareness that you find in India? How well is India geared up for this kind of thing?

Answer: We have spent the last year, under the first year of the President Bush’s
Administration, reorganizing the CIP effort nationally in the United States. And after the events
of September 11th and the creation of the Office of Homeland Security there was a new
dimension in terms of protecting other kinds of infrastructure as well as information. So there has
been quite a bit of change on the U.S. side. As part of our effort we recognize that virtually the
entire world, insofar as countries are participants in the cyber environment, needs to be brought
into the dialogue. So rather than list one or two or three or four countries we have had bilateral
meetings with some of the major economic players in the world those who are not on the list are
not there simply because we have not had the time or the occasion. It is not a priority list in that
instance. India has always been seen as a very important interlocutor in this effort. | will not
characterize the Indian government’s perspective; | will let them speak for themselves. We found
the Indian delegation to be very well informed and to be very interested in examining the
American experience as well as the organizational pattern that has been set up in the last year by
the Bush Administration. Perhaps over time some of the American example will be beneficial to
India and they may choose to orient their effort in other ways after considering what we have
done.

Question | am Josy Josepmdia Abroad | presume the political military dialogue is an off-
shoot of September 11, 2001 along with other dialogues. At least, this is the first one that we are
having at the formal stage. There has been a lot of concern among some sections of government
in India that the U.S. military position is going to be strengthened in South Asia and it has the
seeds of a possible future conflict with China, Russia, making Asia into a future conflict zone. |
presume that with the political damage that you are discussing concerning the military what steps
are you taking to ensure India or to other countries of the region that the U.S. military
mobilization will not be having such cold wars? Are you initiating any conference or building
measures? Even India is concerned that America is planning to set up some base in Colombia, |
mean in Sri Lanka? What is America initiating towards insuring India and other countries that
the U.S. movers will not have such long term follow ups on India security concerns?

Answer: In fact the political military dialogue is not a direct outgrowth of September 11,
2001. | would argue that it was delayed by the exigencies that flowed from September 11th
because we place a high importance on this bilateral relationship and, if anything, | feel | could
have come to New Delhi sooner, but | am very pleased that we had the chance to start this
discussion. | think it should be very clear that the United States has no ambition to have
permanent bases in this region. Indeed, you need look no further than Afghanistan to see an
instance in which the U.S. was very clear on its purpose, took action which was not aimed against
Afghanistan, and indeed facilitated the return of the control of this country to its own people. The
U.S. supported the interim authority that came out of the Bonn agreement and we supported the
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effort to create an International Security Assistance Force, a force in which the U.S. is not a
participant. We were very much a member of the community of nations that assembled in Tokyo
to pledge reconstruction assistance and humanitarian assistance, which is part of my portfolio as
well, in the demining area so that Afghanistan can regain its own well being and sovereignty. We
are just now at the stage of beginning some training for the Afghan army, which is the ultimate
guarantor that Afghanistan can take care of itself. We have been helping to bring, I think, 80,000
tons of seed so that they can plant crops and feed hopefully the entire country if the rains are good.
That is indicative of the U.S. posture. The U.S. does not covet military basing. We do appreciate
international cooperation and access for our forces and for other countries, many other countries
that are temporarily involved in this effort to fight global terrorism.

Question There are a lot of concerns with the Indian government that the U.S. government
has interest in setting up some sort of base. Is there a U.S. move to or is the U.S. looking at the
possibility of setting up bases in Sri Lanka?

Answer: | have no information on a U.S. military base in Sri Lanka, and it is my
understanding that the U.S. is not seeking permanent bases in this region other than what already
exist.

Question The Afghanistan example that you gave, certainly there is a move to produce an
Afghan administration but there is very little evidence of American troops moving out of the area.
They are still in Afghanistan, now in Pakistan, Uzbekistan, they are still there | presume. | am
not really sure about that. But while the administration is being handed back, the troops still
remain. What is the policy on that?

Answer: The troops, such as they are in Afghanistan, are solely geared to the initial mission,
phase one of the global war on terrorism which was in the first instance, to unhinge the control
of Taliban on the government of Afghanistan, which was accomplished. Secondly, to search out
and to disable and hopefully destroy the al-Qaeda network. That job, as President Bush and
Secretary of Defense Rumsfeld have said on many occasions, may take a long time. Indeed, we
continue to believe there is a threat in some parts of Afghanistan, which if left to its own devices,
could once again cause grave harm and security problems to the innocent people of Afghanistan.
Our sole purpose is to succeed in the goals that have been clearly laid out from the beginning.
This was never a hasty operation. It was always intended to be pursued in a deliberate fashion,
even if it took a long time, and | think that is exactly what we are seeing now. The U.S.
government would not want the wrong conclusion to be drawn. | think President Bush has been
very clear on the purpose and very transparent. What you see is nothing more than a
manifestation of the mission that he set out for the military.

Question | am Sujan Dutt with th&elegraph NewspaperLast week | think it was Secretary
Powell said that over the past few months America has worked very actively with the
governments in South Asia and has steadily but surely reshaped a number of relations in the battle
against terrorism. Yet for the last three to four months we have two of America’s greatest partners
in the region, India and Pakistan, almost eyeball to eyeball on the border. Despite being partners
in the coalition against terrorism, what is your assessment of the situation?

Answer: | think it is clear that the U.S. favors a vision of an outcome in which these two
neighbors find a way to address their concerns mutually. We wish very much that this will be the
case. You mentioned Secretary Powell who spent nine days, | believe, recently in the Middle East
in a situation where the parties went beyond the brink and there are no winners. It is a very
troubling and difficult situation. We just talked about Afghanistan. We could add to the list of
issues that are burdens on the international security environment Colombia, the Balkans, the
Korean Peninsula, the Congo, and on and on. So there is no question that the United States is
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engaging with good will and intends to follow U.S. and India relations for a long, long time, on

a very positive ascent. This is not a temporary or transitory relationship. We have turned the page
and we are now building a positive future. We certainly reserve our highest admiration for the
kind of statesmanship that can lead to resolution of these issues short of hostilities. We wish for
the best.

Question There has been some joint exercises involving the American and Indian troops.
Are there any more? Can you tell if there are going to be more exercises?

Answer: | believe the answer is yes. The U.S. and India have a positive military-to-military
relationship. | believe it is proceeding in a very positive direction, and | believe there will be
more exercises and training in the very near future. But | do not have the details beyond this.
Sorry.

Question | am Vishal Thapar from thelindustan Times You talked about the export
licensing procedure for arms. Which weapons systems, we know that the weapon locating redial,
a deal has been signed, it has been cleared. Which other weapon systems have been cleared for
possible sale to India? And | have a second question. You just talked about the exercises. The
focus of these exercises we are told is to build interoperability between the forces of the two
countries. What is your perspective of, what is your threat perception against what contingencies
would interoperability of the two forces be required?

Answer: Actually | think both parts of your question pertain to the kind of long-term
relationship that we have in mind. There are some cases that are in the system, and we did not
dwell on the specific cases. In fact there are Defense Department channels in which both the
defense establishments and the military sit around the table and they structure the appropriate
elements of the defense relationship. From the Department of State we review it from a policy
perspective and we engage the Congress in a dialogue to persuade them of the appropriateness of
the decisions we have made. Both in those terms and also in terms of the kinds of activities that
we might do in the training and exercise arena. The idea is not necessarily some sort of immediate
contingency. The idea is getting India’s next generation of military leaders and America’s next
generation of military leaders to get to know each other, and for each establishment to appreciate
each other professionally. At the same time, at the political level, we talked today about the
situation as it exists in 2002, but we also talked about twenty and even fifty years from now and
the sort of strategic trend in the world. Our vision is of a peaceful world, one in which the
software industry is ten times as big as it is today. As has always been the case, our military is
there hopefully to protect the peace and to enable international commerce and to minimize the
prospect that any particular violent contingency would occur. This is peacetime engagement.
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Beyond the Axis of Evil:
Additional Threats From Weapons of Mass Destruction

By

John R. Bolton
Under Secretary For Arms Control and International Security

[The following are the remarks presented to the Heritage Foundation Washington, D.C. May 6,
2002.]

| am pleased to be able to speak to you today about the Bush Administration’s efforts to
combat the proliferation of weapons of mass destruction. The spread of weapons of mass
destruction (WMD) to state sponsors of terrorism and terrorist groups is, in my estimation, the
gravest security threat we now face. States engaging in this behavior, some of them parties to
international treaties prohibiting such activities, must be held accountable, and must know that
only by renouncing terrorism and verifiably forsaking WMD can they rejoin the community of
nations.

The New Security Environment

Eight months into the war on terror, the United States and its partners have made great strides.
We have helped the Afghan people overthrow an oppressive, terrorist-harboring regime in
Afghanistan, foiled terrorist plots in places such as Germany, Yemen, Spain and Singapore, and
stanched the flow of funds that allowed al-Qaeda’s schemes to come to fruition. We have
captured the number three man in al-Qaeda, and will bring him to justice. And this is just the
beginning.

The attacks of September 11 reinforced with blinding clarity the need to be steadfast in the
face of emerging threats to our security. The international security environment has changed, and
our greatest threat comes not from the specter of nuclear war between two superpowers, as it did
during the Cold War, but from transnational terrorist cells that will strike without warning using
weapons of mass destruction. Every nation, not just the United States, has had to reassess its
security situation, and to decide where it stands on the war on terrorism.

In the context of this new international security situation, we are working hard to create a
comprehensive security strategy with Russia, a plan President Bush calls the New Strategic
Framework. The New Strategic Framework involves reducing offensive nuclear weapons,
creating limited defensive systems that deter the threat of missile attacks, strengthening
nonproliferation and counterproliferation measures, and cooperating with Russia to combat
terrorism. It is based on the premise that the more cooperative, the post-Cold War relationship
between Russia and the United States makes new approaches to these issues possible.

Accordingly, President Bush has announced that the United States will reduce its strategic
nuclear force to a total of between 1,700 and 2,200 operationally deployed strategic nuclear
warheads over the next ten years. President Putin has made a similarly bold and historic decision
with respect to Russian strategic nuclear forces.

In preparation for the summit meeting in Moscow and St. Petersburg later this month, we have
been working closely with the Russians to embody the reductions in offensive warheads into a
legally-binding document that will outlast the administrations of both Presidents. We are also
working to draft a political declaration on the New Strategic Framework that would cover the
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issues of strategic offensive and defensive systems, nonproliferation and counterproliferation. We
are optimistic that we will have agreement in time for the summit in Moscow, May 23rd to 25th.

Strengthening the U.S.-Russian relationship has been a priority of the Bush Administration,
even prior to the September 11 attacks. In the current security climate, cooperation with Russia
becomes even more important, so that we can work together to combat terrorism and the spread
of weapons of mass destruction, which threaten both our countries.

Preventing Terrorism’s Next Wave

President Bush believes it is critical not to underestimate the threat from terrorist groups and
rogue states intent on obtaining weapons of mass destruction. As he said on the six-month
anniversary of the attacks, “Every nation in our coalition must take seriously the growing threat
of terror on a catastrophic scale terror armed with biological, chemical, or nuclear weapons.” We
must not doubt for a moment the possible catastrophic consequences of terrorists or their rogue
state sponsors who are willing to use disease as a weapon to spread chemical agents to inflict pain
and death, or to send suicide bound adherents armed with radiological weapons on missions of
mass murder.

Every nation must commit itself to preventing the acquisition of such weapons by state
sponsors of terrorism or terrorist groups. As President Bush said: “Our lives, our way of life, and
our every hope for the world depend on a single commitment: The authors of mass murder must
be defeated, and never allowed to gain or use the weapons of mass destruction.” To this end, we
use a variety of methods to combat the spread of weapons of mass destruction, including export
controls, missile defense, arms control, nonproliferation and counter-proliferation measures.

In the past, the United States relied principally on passive measures to stem proliferation.
Arms control and nonproliferation regimes, export controls, and diplomatic overtures were the
primary tools used in this fight. But September 11, 2001 the subsequent anthrax attacks, and our
discoveries regarding al-Qaeda and its weapons of mass distruction (WMD) aspirations has
required the U.S to complement these more traditional strategies with a new approach. The Bush
Administration is committed to combating the spread of nuclear, chemical, and biological
weapons, missiles, and related equipment, and is determined to prevent the use of these deadly
weapons against our citizens, troops, allies, and friends. While diplomatic efforts and multilateral
regimes will remain important to our efforts, we also intend to complement this approach with
other measures, as we work both in concert with like minded nations, and on our own, to prevent
terrorists and terrorist regimes from acquiring or using WMD. In the past, we looked at
proliferation and terrorism as entirely separate issues. As Secretary Powell said in his Senate
testimony April 24, “There are terrorists in the world who would like nothing better than to get
their hands on and use nuclear, chemical or biological weapons. So there is a definite link
between terrorism and WMD. Not to recognize that link would be foolhardy to the extreme.”

America is determined to prevent the next wave of terror. States that sponsor terror and
pursue WMD must stop. States that renounce terror and abandon WMD can become part of our
effort. But those that do not can expect to become our targets. This means directing firm
international condemnation toward states that shelter and in some cases directly sponsor terrorists
within their borders. It means uncovering their activities that may be in violation of international
treaties. It means having a direct dialogue with the rest of the world about what is at stake. It
means taking action against proliferators, middlemen, and weapons brokers, by exposing them,
sanctioning their behavior, and working with other countries to prosecute them or otherwise bring
a halt to their activities. It means taking law enforcement action against suspect shipments, front
companies, and financial institutions that launder proliferator’s funds. And it requires, above all,

03 The DISAM Journal, Summer 2002



effective use, improvement, and enforcement of the multilateral tools at our disposal, both arms
control and nonproliferation treaties and export control regimes.

The Problem of Noncompliance

Multilateral agreements are important to our nonproliferation arsenal. This Administration
strongly supports treaties such asTreaty on the Non-Proliferation of Nuclear Weap{NBT),
the Chemical Weapons Convention, andBi@ogical Weapons ConventiorBut in order to be
effective and provide the assurances they are designed to bring, they must be carefully and
universally adhered to by all signatories. Therefore, strict compliance with existing treaties
remains a major goal of our arms control policy.

This has been our aim in particular with Bielogical Weapons ConventigBWC). In 1969,
President Nixon announced that the United States would unilaterally renounce biological
weapons. The U.S. example was soon followed by other countries, and by 1972 the BWC was
opened for signature. This international treaty, to which more than 140 countries are parties,
prohibits the development, production, stockpiling, acquisition or retention of biological and
toxin weapons.

While the vast majority of the BWC'’s parties have conscientiously met their commitments,
the United States is extremely concerned that several states are conducting offensive biological
weapons programs while publicly avowing compliance with the agreement. To expose some of
these violators to the international community, last November, | named publicly several states the
U.S. government knows to be producing biological warfare agents in violation of the BWC.

Foremost is Irag. Although it became a signatory to the BWC in 1972 and became a State
Party in 1991, Iraq has developed, produced, and stockpiled biological warfare agents and
weapons. The United States strongly suspects that Iraq has taken advantage of more than three
years of no United Nations inspections to improve all phases of its offensive BW program. Iraq
also has developed, produced, and stockpiled chemical weapons, and shown a continuing interest
in developing nuclear weapons and longer range missiles.

Next is North Korea. North Korea has a dedicated, national-level effort to achieve a BW
capability and has developed and produced, and may have weaponized, BW agents in violation
of the Convention. Despite the fact that its citizens are starving, the leadership in Pyongyang has
spent large sums of money to acquire the resources, including a biotechnology infrastructure,
capable of producing infectious agents, toxins, and other crude biological weapons. It likely has
the capability to produce sufficient quantities of biological agents for military purposes within
weeks of deciding to do so, and has a variety of means at its disposal for delivering these deadly
weapons.

In January, | also named North Korea and Iraq for their covert nuclear weapons programs, in
violation of the Nuclear Nonproliferation Treaty This year, North Korea did not meet
Congressional certification requirements because of its continued lack of cooperation with the
International Atomic Energy Agency, its failure to make any progress toward implementing the
North-South Joint Denuclearization Declaration as called for under the Agreed Framework, and
for proliferating long-range ballistic missiles. Finally, we believe that North Korea has a sizeable
stockpile of chemical weapons, and can manufacture all manner of CW agents.

Then comes Iran. Iran’s biological weapons program began during the Iran-lraq war, and
accelerated after Tehran learned how far along Saddam Hussein had progressed in his own
program. The Iranians have all of the necessary pharmaceutical expertise, as well as the
commercial infrastructure needed to produce and hide a biological warfare program. The United
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States believes Iran probably has produced and weaponized BW agents in violation of the
Convention. Again, Iran’s biological weapons program is complemented by an even more
aggressive chemical warfare program, Iran’s ongoing interest in nuclear weapons, and its
aggressive ballistic missile research, development, and flight testing regimen.

President Bush named these three countries in his State of the Union address earlier this year
as the world’s most dangerous proliferators. “States like these, and their terrorist allies,” he said,
“constitute an axis of evil, arming to threaten the peace of the world. By seeking weapons of mass
destruction, these regimes pose a grave and growing danger.”

Trouble Ahead

Beyond the axis of evil, there are other rogue states intent on acquiring weapons of mass
destruction particularly biological weapons. Given our vulnerability to attack from biological
agents, as evidenced recently in the anthrax releases, it is important to carefully assess and
respond to potential proliferators. Today, | want to discuss three other state sponsors of terrorism
that are pursuing or who have the potential to pursue weapons of mass destruction or have the
capability to do so in violation of their treaty obligations. While we will continue to use
diplomatic efforts and multilateral regimes with these countries, it is important to review the
challenges we face and to underline the issues that these states must address. As the President has
said, “America will do what is necessary to ensure our nation’s security. We will be deliberate.
Yet time is not on our side. | will not wait on events while dangers gather. | will not stand by as
peril draws closer and closer.”

First, Libya. There is no doubt that Libya continues its longstanding pursuit of nuclear
weapons. We believe that since the suspension of United Nation sanctions against Libya in 1999,
Libya has been able to increase its access to dual use nuclear technologies. Although Libya would
need significant foreign assistance to acquire a nuclear weapon, Tripoli’s nuclear infrastructure
enhancement remains of concern. Qaddafi hinted at this in a recent (25 March) interview with
Al-Jazeera when he said, “We demanded the dismantling of the weapons of mass destruction that
the Israelis have; we must continue to demand that. Otherwise, the Arabs will have the right to
possess that weapon.”

Among its weapons of mass destruction programs, Libya which is not a party to the CWC,
continues its goal of reestablishing its offensive chemical weapons ability, as well as pursuing an
indigenous chemical warfare production capability. Libya has produced at least 100 tons of
different kinds of chemical weapons, using its Rabta facility. That facility closed down after it
was subject to media scrutiny, but then re-opened as a pharmaceutical plant in 1995. Although
production of chemical agents reportedly has been halted, CW production at Rabta cannot be
ruled out. It remains heavily dependent on foreign suppliers for precursor chemicals, technical
expertise, and other key chemical warfare-related equipment. Following the suspension of United
Nations sanctions in April 1999, Libya has reestablished contacts with illicit foreign sources of
expertise, parts, and precursor chemicals in the Middle East, Asia, and Western Europe.

Conversely, Libya has publicly indicated its intent to join the CWC. While our perceptions
of Libya would not change overnight, such a move could be positive. Under the CWC, Libya
would be required to declare and destroy all chemical weapons production facilities and
stockpiles, make declarations about any dual use chemical industry, undertake not to research or
produce any chemical weapons, and not to export certain chemicals to countries that have not
signed the CWC. Libya would also be subject to challenge inspections of any facility, declared
or not.
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Significantly for predictive purposes, Libya became a State Party to the BWC in January
1982, but the U.S. believes that Libya has continued its biological warfare program. Although its
program is in the research and development stage, Libya may be capable of producing small
guantities of biological agent. Libya’s BWC program has been hindered, in part, by the country’s
poor scientific and technological base, equipment shortages, and a lack of skilled personnel, as
well as by United Nations sanctions in place from 1992 to 1999.

Libya is also continuing its efforts to obtain ballistic missile related equipment, materials,
technology, and expertise from foreign sources. Outside assistance particularly Serbian, Indian,
North Korean, and Chinese critical to its ballistic missile development programs, and the
suspension of United Nations sanctions in 1999 has allowed Tripoli to expand its procurement
effort. Libya’s current capability probably remains limited to its Scud B missiles, but with
continued foreign assistance it may achieve an Median Range Billistic Missiles (MRBM)
capability a long desired goal or extended-range Scud capability.

Although Libya is one of seven countries on the Department of State’s list of state sponsors
of terror the U.S. has noted recent positive steps by the Libyan government that we hope indicate
that Tripoli wishes to rejoin the community of civilized states. In 1999, Libya turned over two
Libyans wanted in connection with the bombing of Pan Am flight 103 over Lockerbie, Scotland,
for trial in the Netherlands. In 2001, it condemned the September 11 attacks publicly and signed
the twelve terrorist conventions listed in United Nations Security Council Resolution 1273. And,
as | have already mentioned, Libya has also announced its intention to accede to CWC.

However, as | have also said, words are not enough. The key is to see clear, hard evidence
that Libya will, in fact, live up to the public standards it has set for itself. Libya can make a
positive gesture in this regard by fulfilling its obligations under WMD treaties and becoming a
party to the CWC. Moreover, Libya must honor the relevant United Nations Security Council
resolutions relating to the resolution of Pan Am 103, arguably the worst air terrorist disaster prior
to September 11, 2001. Libya has yet to comply fully with these resolutions, which include
accepting responsibility and paying compensation. It is past time that Libya did this.

The United States also knows that Syria has long had a chemical warfare program. It has a
stockpile of the nerve agent sarin and is engaged in research and development of the more toxic
and persistent nerve agent VX. Although Damascus currently is dependent on foreign sources for
key elements of its chemical warfare program, including precursor chemicals and key production
equipment, we are concerned about Syrian advances in its indigenous CW infrastructure which
would significantly increase the independence of its CW program. We think that Syria has a
variety of aerial bombs and SCUD warheads, which are potential means of delivery of deadly
agents capable of striking neighboring countries.

Syria, which has signed but not ratified the BWC, is pursuing the development of biological
weapons and is able to produce at least