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About This Report

As the Biden administration shapes its approach toward Russia, the use of sanctions is one
policy tool it has to influence the nature of the relationship. Following the 2014 Russian military
takeover of Crimea and aggression in Eastern Ukraine, the United States and the European
Union (EU) engaged sanctions on Russia. In 2017, the U.S. Congress passed the Countering
America’s Adversaries Through Sanctions Act (CAATSA), whose Section 231 directs the
President to apply sanctions “to a person the President determines knowingly, on or after August 2,
2017, engages in a significant transaction with a person that is part of, or operates for or on behalf
of, the defense or intelligence sectors of the Government of the Russian Federation.”! The
Congressional logic of the legislation was to underscore the disapproval of the U.S. Congress of
Russia’s malign activities in Crimea and Eastern Ukraine and its interference in the 2016 U.S.
elections. Countering Russian arms sales to other nations could reduce Russian influence on
them, as well as revenue from the sale of weapons that contributes indirectly to Russia’s ability
to continue its irresponsible international behavior.

This report draws on publicly available information that the RAND Corporation has
compiled in a searchable database to examine Russia’s marketing and exporting of advanced
conventional weapons around the globe. The research team examined 65 potential and actual
Russian arms sales to 33 countries. From this set, the team focused on three short case studies
that illustrate challenges and prospects of using third-party sanctions to prevent Russian arms
sales abroad. The results of this analysis can support strategy development on which country
cases might be more susceptible to diplomatic discussion about alternatives to purchasing
Russian weapons, which country cases will prove difficult, and how to balance trade-offs for
broader U.S. foreign policy with nations around the globe in light of objectives to manage the
bilateral relationship with Russia.

RAND National Security Research Division

This research was sponsored by the U.S. Department of State and conducted within the
International Security and Defense Policy Center of the RAND National Security Research
Division (NSRD), which operates the National Defense Research Institute (NDRI), a federally
funded research and development center sponsored by the Office of the Secretary of Defense, the
Joint Staff, the Unified Combatant Commands, the Navy, the Marine Corps, the defense
agencies, and the defense intelligence enterprise.

lus. Department of State, “Section 231 of the Countering America’s Adversaries Through Sanctions Act of 2017,”
webpage, undated.
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Summary

In this report, we examine Russian arms exports, the impact of diplomacy, and the prospect
of sanctions designed to deter and raise the cost to future Russian covert and overt malign
interference in other nation-states. The United States has sanctioned over 700 Russian entities
and individuals since the invasion of Crimea and Eastern Ukraine and the interference in the
2016 U.S. election. Finding the right role and cases for sanctions to further U.S. policy toward
Russia warrants a fresh look in light of recent history. We draw from open-source material
compiled in a database to illustrate when U.S. diplomatic engagement has led third countries to
reconsider importing Russian weapons. The data set examined for this report contains 33 country
cases of Russian arms export negotiations and sales, beginning in July 2017 and ending in May
2021.

An examination of these cases illustrates that, as U.S. officials acknowledge, the monetary
value of lost Russian arms sales as a result of U.S. diplomatic efforts buttressed by the prospect
of third-party sanctions is difficult to determine with precision. However, there are a number of
examples in which countries have clearly entertained purchasing Russian weapons and then
demurred and opted not to do so. There is no question that the “chilling effect” has resulted in
Russia losing arms sales.

Countries with significant portions of their military arsenal composed of Soviet Union and
Russian weapons systems face formidable challenges in quick diversification away from Russian
systems. The lifetime of weapons systems is measured in decades. Operating and maintaining
them also entails a significant training and support regimen. Even countries that might want to
diversify away from Russian systems may find it difficult and costly to do so in the short run.

In contrast, countries that do not have legacy arsenals composed of Soviet and Russian
systems may be more amenable to eschewing Russian arms export offers as long as suitable,
competitively priced and politically desirable alternatives are available. Russia argues that its
systems cost less and are more durable. However, the lower cost is frequently discounted over
the life cycle of the weapons system, because the Russians require that they service and repair
the weapons, frequently back in Russia. The United States and countries wary of Russian malign
interference might highlight full life-cycle and not just purchase costs. Additionally, U.S. and
other Western systems may be more sophisticated and offer performance advantages, sometimes
stemming from more-advanced sensors or computing power. But often Western systems have
higher purchase prices; e.g., the U.S. Patriot air defense system costs more than the Russian S-
400 system.

Moreover, the United States needs to persuade other countries not to purchase because of
Russia’s malign behavior around the globe. Part of the U.S. diplomatic message to counter
Russia’s malign interference in the affairs of other states needs to be that every state has a stake



in abiding by international laws and norms of state behavior. If Russia is permitted to get away
with actions that the international community of nations deems counter to international
agreements and norms of responsible state behavior, these rules are eroded for all states. By not
purchasing Russian weaponry because of the Putin regime’s malign activities around the globe,
countries are signaling to Russia and other states that they oppose malign interference in the
affairs of other states and will impose a cost for it.

To get states to join the United States in the effort to curb Russia’s malign behavior, the
United States needs to help foreign governments appreciate the corrosive effects of the Putin
government and how it is not in the interest of any states to turn a blind eye. The U.S. diplomatic
message needs to be much more than “don’t buy Russian weapons to punish it for past bad
behavior.” Instead, the point should be made that Russia’s bad behavior, left unchecked,
endangers other nations and endangers the integrity of the international system of states.

Based on cases extracted from a database that RAND researchers have assembled, diplomacy
paired with the prospect of sanctions will likely be most effective when it acknowledges the
legacy of Russian arms exports to certain countries; the desire to assert independence from the
influence of Russia and/or the United States; and the availability of suitable, competitively priced
alternatives to meet buyers’ security needs. Several country cases reveal the unique diplomatic
challenges of employing third-party sanctions to dissuade countries from purchasing Russian
armaments as a means to raise the costs of and deter Moscow’s international behavior. Turkey
and India are two country cases that display the policy dilemmas that the United States faces
with the implementation of third-party sanctions. There are inherent policy trade-offs, and these
two country cases provide insight on how to mediate them and mitigate risks to other U.S. policy
goals. Turkey is a formal treaty ally, and its purchase of Russia’s S-400 air defense system is
both a threat to North Atlantic Treaty Organization (NATO) capabilities and an unprecedented
breach of alliance behavior. The Erdogan government’s ire with the United States over the
reaction to the 2016 coup attempt, differences over the Syrian conflict, and criticism of Turkey’s
human rights policies—and the long-standing perceived snub by European Union countries—
create a chasm in Turkey’s relations with its NATO alliance partners.

India, in contrast, is an increasingly important partner in the Indo-Pacific theater, exemplified
by its key role in the recently formed Quad, a loose alliance of the United States, Japan, India
and Australia. Shared interests in countering a rising China make India potentially an important
player in the Asian great power competition. Its summer 2020 border conflict with China spurred
India’s interest in upgrading some of its existing Russian-supplied capabilities. Diversifying
away from Russian weapons is difficult for India, even if it wanted to do so. Balancing relations
between the three major global powers puts India in a delicate position. Any U.S. sanctioning of
India for importing Russian arms would entail a complicated set of policy trade-offs. Even deft
U.S. diplomatic engagement may not prevent damage to the U.S.-India relationship. Thus,
facilitating India’s transition from its long-standing legacy arms relationship with the Soviet
Union—and, subsequently, Russia—requires the United States to develop a strategic approach
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that enables diversification to non-Russia sources of weaponry over time. Making exceptions for
India on Russian arms sales to forge a strong U.S.—India bilateral relationship is a trade-off that
warrants serious consideration because it may further the long-term security interests of both
nations.

Several countries that do not have such complicated relations with either Russia or the United
States and have arsenals with largely Western or non-Soviet/Russian equipment have better
alternatives to Russian arms. U.S. diplomatic intervention has helped lead Indonesia, Nepal, and
Morocco to consider other alternatives to meet their security needs. In other cases, the chilling
effect of U.S. diplomatic efforts backed up with the prospect of sanctions has deterred countries
from completing previously made deals with Russian arms producers or embarking on extensive
negotiations with them. Further, the success of these diplomatic efforts will depend upon
strategic and sustained diplomacy and suitable alternative systems for countries to address their
security needs.

To better meet the objectives of sanctions policies, such as the Countering America’s
Adversaries Through Sanctions Act (CAATSA), the U.S. narrative that foreign officials and
publics receive might focus more on curbing Russian malign behavior and less on the threat of
U.S. sanctions. Too often, in many of the country cases that we examined, Russian diplomacy,
propaganda, and disinformation seek to define the narrative as U.S. interference in the affairs of
states aimed at preventing them from meeting their legitimate security needs. A counterargument
might highlight the rationale for not purchasing Russian weapons as a means to signal to
Moscow that there is a penalty for its malign interference in the affairs of other states. Countries
are willing to overlook Russia’s malign interference around the globe so that they can buy
Russian weapons—and avoid antagonizing Russia by allowing the United States to persuade
them not to buy Russian arms. The anti-interference rationale needs to be complemented with
suitable, competitively priced alternatives that countries can acquire to meet their security needs.
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1. Policy on Russian Arms Exporters, Sanctions, and Malign
Interference in Other States

As the Joseph R. Biden administration continues to shape its approach to Russia, it will
review the political, economic, and military aspects of its policy. The use of sanctions is one
instrument of influence. Currently, there are over 700 Russian individuals and entities targeted
by different types of sanctions that the United States has applied unilaterally or in concert with
other nations since the invasion of Crimea and Eastern Ukraine in 2014.2 As U.S. policy toward
Russia continues to take shape, the Biden administration will inevitably examine the web of
sanctions, their rationales, and their achievements of desired outcomes.

President Vladimir Putin’s government has pretended that these sanctions have little effect,
yet Russian diplomacy with the United States has given priority to obtaining sanctions relief.
Since 2014, according to a recent study, Russia’s economy ‘“has grown by an average of 0.3
percent per year, while the global average was 2.3 percent per year.” Further, sanctions “have
slashed foreign credits and foreign direct investment, and may have reduced Russia’s economic
growth by 2.5-3 percent a year.” Sanction effects have burdened a sluggish Russian economy,
and Russia’s continual request for sanctions relief is evidence that they are influencing the
thinking of its leaders.’

Yet, sanctions are just one tool in the policy toolkit that the United States can employ in an
overall approach to deterring and raising the costs to Russia of conducting malign activities. The
United States continues to cooperate with Russia on matters of common interest, such as the
extension last February of the 2010 New Strategic Arms Reduction Treaty (START) agreement.
At the same time, the United States criticizes Russian malign activities and sometimes imposes
sanctions in response to them. Bi-lateral relationships are shaped by many different means of
engagement and policy trade-offs. Imposing sanctions is a means countries use when diplomatic
engagement fails to avert a malign activity but a coercive response is not merited. In a prescient
2019 paper, Jarrett Blanc and Andrew Weiss described the U.S. government’s challenge with
regard to policy on Russia as one of prioritizing “objectives as part of a comprehensive U.S.
policy on Russia, deconfliction of overlapping sanctions regimes targeting Russia, focused

messaging, and close coordination with allies [as] all essential to improve policy effectiveness.”

2 Ingrid Burke, “US Sanctions Against Russia May Be Recalibrated, but Overhaul Unlikely,” In The Thick of It
blog, Belfer Center for Science and International Affairs, Harvard University, February 19, 2021.

3 Anders Aslund and Maria Snegovaya, The Impact of Western Sanctions on Russia and How They Can Be Made
Even More Effective, Washington, D.C.: Atlantic Council, May 3, 2021, p. 2.

4 Jarrett Blanc and Andrew S. Weiss, U.S. Sanctions on Russia: Congress Should Go Back to Fundamentals,
Washington, D.C.: Carnegie Endowment for International Peace, April 3, 2019, p. 2.



The following analysis is intended to contribute to the formulation of U.S. policy by
examining the impact of the prospect of sanctions on countries’ purchases of Russian military
equipment, particularly through the Countering America’s Adversaries Through Sanctions Act
(CAATSA). The report draws from publicly available secondary sources, social media postings,
and scholarly articles that the RAND team compiled in a relational database. The content of
entries contained in this database references Russian arms sales, Russian defense production, and
sanctions activities associated with Russian arms sales. The materials examined date from July
2017 to May 2021 and amount to over 5,500 source articles.

Material in this database served as the foundation material to inform judgments about
common trends in Russian arms sales and about whether and when U.S. diplomatic engagement
or the prospect of U.S. sanctions led third countries to reconsider importing Russian weapons.
From this database, a data set of 65 arms sales cases involving 33 countries was examined in
depth to assess Russian arms export negotiations and export sales. Country cases were compared
to identify the similarities and differences of the historical relationships that countries had with
the Soviet Union and Russia on the one hand, and non-Russian arms suppliers on the other.
When comparing country cases, the authors also assessed the importance of bilateral and
multilateral relationships that influenced country arms import decisions, given the possibility of
U.S. third-party sanctions on countries that import Russian weapons.

The systematic analysis of historical cases provides a basis for assessing the potential impact
that sanctions have on country arms import decisions. This assessment provides a baseline
understanding of potential outcomes of sanctions tied to arms exports, as well as sanctions’
limitations. Based on our findings from open-source information gathered from around the globe,
the United States might be more effective in influencing country decisions and meeting the
objective of sanctions by shifting the public and diplomatic narrative away from prospects of
sanctions to Russia’s malign activities.

The first generation of sanctions that negatively affected the Russian aerospace and defense
sector and armed forces modernization program were put in place by both the United States and
the European Union (EU), in response to Russia’s forcible annexation of Crimea and its
commencement of war in Eastern Ukraine in 2014 and to deter Russian aggression against other
states.’ These sanctions were imposed via executive orders. These were blocking sanctions
designed to raise the costs to and deter Russia by preventing entities from transacting business
with Russian organizations and persons.

The United States imposed additional sanctions in response to Russian interference in the
2016 U.S. election, malicious cyber attacks, human rights abuses, use of banned chemical
weapons, illicit trade with North Korea, and support for the governments of Syria and

3 For a useful summary of U.S. sanctions pertaining to Russia, see Cory Welt, Kristin Archick, Rebecca M. Nelson,
and Dianne E. Rennack, U.S. Sanctions on Russia, Washington, D.C.: Congressional Research Service, R45415,
updated January 17, 2020.



Venezuela. Europeans joined in imposing some related sanctions. Then, in August 2017, the U.S.
Congress authorized further sanctions in CAATSA to underscore its concern about Russian
misbehavior. These related events and further activities occurring after the passage of CAATSA
can be seen in the Figure 1.1 timeline. The legislation was approved with an overwhelming
majority in both houses of Congress. Blank and Weiss observed that this massive congressional
support arose because “[President Donald J.] Trump’s clumsy handling of his first face-to-face
meeting with Putin at the Hamburg G20 summit in July 2017 . . . ignited bipartisan political

anger.”®

6 Blanc and Weiss, 2019, pp. 1-2.
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Figure 1.1. Timeline of Events Related to CAATSA
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defense system

from F-35

December 2020: U.S.
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the Russian S-400
missile system

July-August

receives

Russian S-400
missile system

March 2021: Addition
of 6 entities to the
Section 231(e) List
related to the Russian
defense sector

2021: India
expected to
receive its first
shipment for its
Russian S-400
system by the end
of 2021



The CAATSA law specifically focuses on transactions related to Russia’s defense or
intelligence sectors and calls for imposing secondary (or third-party) sanctions on non-U.S.
persons and entities involving Russia. The legislation stipulates “that the President shall impose
five or more of the sanctions described in Section 235 of the Act with respect to a person the
President determines knowingly, on or after such date of enactment, engages in a significant
transaction with a person that is part of, or operates for or on behalf of, the defense or
intelligence sectors of the Government of the Russian Federation.”” On September 20, 2017,
President Trump signed an executive order authorizing the implementation of the Act and
designating the Secretaries of State and Treasury to take the lead on implementing it.® Thereafter,
the United States put 49 entities (companies, organizations, agencies, and others) and 35
individuals related to the Russian government’s defense or intelligence sectors on a prohibited
entities list.”

By implementing CAATSA, Section 231, the Trump administration buttressed diplomatic
engagement by relying upon the prospect of sanctions to discourage states from purchasing
advanced conventional weapons from Russia. In testimony before the U.S. Congress, former
Assistant Secretary of State Christopher Ford argued that “Congress’ purpose in passing Section
231 was to pressure Russia and incentivize Russia to change its behavior, not to hurt U.S. friends
and allies who might happen to purchase arms from Moscow.”!? He went on to assert that State
Department officials effectively engaged foreign partners in diplomatic discussions to discourage
countries from purchasing Russian weapons before the United States begins to consider
sanctions. He asserted “these successes are ones about which it is not possible or advisable to
speak in public, because most interlocutors who take action to reduce their exposure to Section
231 sanctions are not keen to publicize the fact.”!!

Despite diplomatic urgings, some countries purchased Russian advanced conventional
weapons, in part due to long-standing arms relationships with the Soviet Union and later Russia.
The extent of the asserted successes and the impact on Russian arms exports and its defense
sector is difficult to measure with a high degree of confidence, but seeking to weigh the impact
may provide a useful baseline for assessing the value of CAATSA sanctions. By employing a
strategic approach to the implementation of CAATSA, the United States is better able to shift the

Tus. Department of State, “Section 231 of the Countering America’s Adversaries Through Sanctions Act of 2017,”
webpage, undated.

8 Donald J. Trump, Executive Order Authorizing the Implementation of Certain Sanctions Set Forth in the
Countering America’s Adversaries Through Sanctions Act, Executive Order 13849, Washington, D.C., September
20, 2018.

U.s. Department of State, undated.

10 Christopher A. Ford, “Implementing CAATSA Section 231 Diplomacy,” testimony before the Senate Committee
on Banking, Housing, and Urban Affairs, Washington, D.C., August 21, 2018.

' Ford, 2018.



U.S. narrative from threats and consequences of sanctions to their value in raising the costs of
and deterring Russia’s malign activities around the globe.

Impact of Post-Crimea/Ukraine Crisis Sanctions on the Russian Defense
Industry

U.S. and EU sanctions following Russia’s intervention in Crimea and Eastern Ukraine have
had an impact on Russia’s aerospace and defense sectors, but the extent of the impact might not
be apparent for years to come. Restrictions on the importation of certain technologies and
machine tools have been particularly challenging, given the Russian defense sector’s reliance on
foreign high-performance machine tools and information technology.!? Robust Russian spending
on defense acquisition from 2011 to 2016 to create indigenous capabilities may not have been
sufficiently productive to outweigh the opportunity costs of such investment. Russian
government and industry officials have asserted that sanctions have brought little or no harm to
their industry. Developing indigenous marine and aircraft engine capability has proven
particularly difficult.!*> Some foreign experts note that slow or costly import substitution efforts
to replace critical imported technologies, along with “ageing physical infrastructure, an ageing
R&D workforce, and weak linkages between higher education and defence-industrial firms” may
all combine to make Russian weapons less attractive in a highly competitive international arms
market. !4

Other assessments argue that several additional factors could have an impact on the Russian
defense industrial sector, which is an important source of manufacturing employment. Some of
these factors could have broader consequences for Russia than a change to its competitiveness in
international arms markets.

First among these factors is that Russia has lost Ukraine as a partner in arms manufacturing.
Ukraine has long been a critical supplier of defense components to Russia’s defense industry,
and the 2014 invasion ended this relationship. Unable to use critical Ukrainian-produced military
components has seriously disrupted Russian military modernization plans during the ambitious
State Armaments Program (SAP) 2020.!° A number of examples illustrate Russia’s defense

12 Tomas Malmlof, The Russian Machine Industry—Prospects for a Turnaround? Stockholm: Swedish Defense
Research Agency (FOI), February 2019; Ruslan Bazhenov, Tatyana Krasota, and Irina Mironova, Import
Substitution in Developing the Defense Industry of Russia as a New Economic Industrialization Tool, Paris: Atlantis
Press, 2019.

13 Alla Hurska, “Inbox: The Battle for ‘Motor Sich,”” webpage, Center for European Policy Analysis, November 20,
2020. See also Richard A. Bitzinger and Nicu Popescu, eds., Defense Industries in Russia and China: Players and
Strategies, Luxembourg: European Union Institute for Strategic Studies, Report No. 38, December 2017.

14 Richard Connolly and Cecilie Sendstad, “Russia’s Role as an Arms Exporter: The Strategic and Economic
Importance of Arms Exports for Russia,” Chatham House, Royal Institute of International Affairs, March 20, 2017.

15 A. Kaukin and Pavel Pavlov, “Import Substitution in Russia’s Manufacturing Industry: A Weak Effect,” Russian
Economic Developments, No. 3,2016.



industry dependence on Ukraine.!¢ Prior to 2014, the Russian aerospace and defense sector
depended upon Ukraine for the following:

e Ukrainian Motor Sich provided the bulk of all turboshaft engines for Russian
helicopters.!’
e Motor Sich provided the Russian Navy will high-performance marine gas turbine engines
for a new generation frigate. That frigate family has had to await the development of a
Russian marine turbine for nearly five years.!8
e The Ukrainians were the primary producer of several of the Russian Short-Range Air
Defense System Surface-to-Air Missile. !
e The Ukrainians had provided servicing for the SS-18 and SS-19 intercontinental ballistic
missiles produced by Yuzmash in Ukraine.?°
The Russian defense industry has struggled to develop national replacements for these lost
capabilities.?! To deflect attention to shortcomings in Russian defense import substitution and to
undermine Ukraine’s reputation in the international arms market, Russia has spread
disinformation about Ukraine as a reliable defense industry partner to countries considering
purchasing Russian weapons, such as Egypt, Algeria, and India.?? These disinformation
campaigns include incorrectly claiming that Ukraine is unable to fulfill defense orders and is not
licensed to modernize Soviet defense systems.?3
Second, the decline in oil prices since 2014 has increased the relative importance of arms
exports in contributing to Russia’s economy. Arms sales help keep up employment in the
defense industry and aid in maintaining economies of scale to meet domestic military needs.
Arms exports provide resources that help with military equipment research and development.
Given the slow growth in the Russian economy in the past decade, even a modest amount of
export revenue contributes meaningfully to the Russian economy and government budget.
Revenue from arms exports is important for the Russian economy because aside from natural

resources, it is one of the few significant sources of export earnings. Arms exports are important

16 F, Stephen Larrabee, Peter A. Wilson, and John Gordon IV, The Ukrainian Crisis and European Security:
Implications for the United States and U.S. Army, Santa Monica, Calif.: RAND Corporation, RR-903-A, 2015.

17 Alla Hurska, “The Motor Sich Factory and Its Covert Ties to Russia,” Eurasia Daily Monitor, Vol. 16, No. 128,
September 19, 2019.

18 John C. K. Daly, “Ukrainian Espionage Incident Highlights Ongoing Russian Naval Shortcomings,” Eurasia
Daily Monitor, Vol. 17, No. 45, April 6, 2020.

19 Daly, 2020.

20 Gustav Gressel, “The Sanctions Straitjacket on Russia’s Defence Sector,” European Council on Foreign
Relations, February 13, 2020.

21 Oleg Lypko, “Import Substitution in the Russian Defense Industry: Issues and Achievements,” Meta-Defense,
August 22, 2020.

22 Dylan Malyasov, “Russia Deploying Disinformation to Discredit Ukrainian Defense Industry,” Defence Blog,
November 4, 2020.

23 Malyasov, 2020.



to Russia’s economy and defense but also to its foreign policy. Arms sales are an important
means Russia uses to maintain, further, and initiate relations with leaders and militaries around

the globe.?*

Current State of Russian Arms Sales

According to the Stockholm International Peace Research Institute’s (SIPRI’s) most recent
annual global assessment examining a five-year period, the United States is the largest arms
exporter, and Russia is second.? The other top ten exporting countries are France, Germany,
China, the United Kingdom, Spain, Israel, Italy, and South Korea.?¢ Additionally, several new
arms exporters have emerged, including Turkey, the United Arab Emirates (UAE), and Brazil.?’
Russia faces a more competitive arms market than in the past. Prospective importers of weapons
increasingly seek to assert their sovereignty and avoid the dependence and political
complications of working with a single major power.

The emergence of China as a major arms exporter with products that may include hybridized
variants of Russian weapons systems may add to the competition Russia encounters in the
international arms marketplace. Despite the plethora of potential competitors during the 2015—
2019 time frame, Russia exported major weapons systems to 47 different countries.?® With a
quarter of the United Nations member countries purchasing weapons from Russia, its ability to
use weapons sales to extend its influence around the globe is formidable.

As the primary Soviet successor state, Russia remains a major military power with a defense
industry that produces and exports a full spectrum of advanced conventional weapons and
maintains a robust defense industry. It is particularly strong as a producer of air defense systems,
missiles, and aircraft. Only the United States can produce as wide an array of weaponry.?’

For more than a decade, Asia has been the largest market for Russian arms exports.3° The
militaries of China, India, and Vietnam have purchased or received Soviet and Russian weapons
for decades. China is liable to purchase fewer Russian weapons in the future as its builds up its
indigenous arms industry to meet its own needs and supply certain types of weapons to foreign
buyers. This could leave India as the largest long-term Russian customer for weapons even

24 Connolly and Sendstad, 2017.

23 Pieter D. Wezeman, Aude Fleurant, Alexandra Kuimova, Diego Lopes da Silva, Nan Tian, and Siemon T.
Wezeman, “Trends in International Arms Transfers, 2019,” fact sheet, Stockholm International Peace Research
Institute, March 2020.

26 Wezeman et al., 2020.

%7 Lucie Béraud-Sudreau, Diego Lopes Da Silva, Alexandra Kuimova, and Pieter D. Wezeman, “Emerging
Suppliers in the Global Arms Trade,” SIPRI Insights on Peace and Security, No. 2020/13, December 2020.

28 Wezeman et al., 2020.
29 Connolly and Sendstad, 2017.
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though it has sought to both develop its own indigenous production capabilities and acquire
weapons from other national suppliers. Both India and Vietnam will likely remain significant
customers for Russian weapons as Russia seeks to bolster their defenses in light of perceived and
potential military threats from a rising China.

In the past decade, the Middle East has been a fast-growing market for Russia as a number of
the countries in the region have either increased defense spending due to regional conflicts or
energy wealth or sought to diversify their weaponry away from Western suppliers. Conflicts in
the Middle East and across North Africa have led many countries to seek to replace expended
weaponry or modernize their arsenals. Additionally, the suspension of restrictions on weapon
sales to Iran provides a new customer for some equipment.

Russia has also not hesitated to export weapons to such historical allies as Syria, even though
payment is uncertain, or to countries in the region with which it has a long-standing defense
relationship, such as Algeria, that do pay. Algeria is the largest importer of Russian weapons in
Africa.?! Other countries, such as Egypt, seek to diversify the supplier relationship to assert their
independence in an international system characterized by increasing great-power competition.3?
Commenting on Egypt’s desire to purchase the Russian Su-35 aircraft after the United States
declined to sell Egypt F-35 fighter jets, a University of Cairo—based political scientist observed,
“Egypt heavily relied on the United States to secure weapons, but Cairo realized the importance
of not relying on Washington alone.”? Russia has taken advantage of this geopolitical preference
on the part of such countries as Egypt, the UAE, and Saudi Arabia.**

Russia has been very active on the African continent, marketing its weaponry and using arms
sales as a means of influence.® U.S. Africa Command commander Stephen J. Townsend stated
in congressional testimony that “Russian strategy in Africa has long centered on building
influence to facilitate economic opportunity, obtain political support for Russian initiatives, and
increase military presence on the North Atlantic Treaty Organization’s (NATO’s) southern
flank.”3¢ Russia has used its weapons exports in Africa as currency to extends its influence.
While not traditionally a high-value market for arms exports, Africa has many countries for
which Russian weapons fit their security needs and budgets. Moreover, the 54 African countries

31 Tatiana Kondratenko, “Russian Arms Exports to Africa: Moscow’s Long-Term Strategy,” DW, May 29, 2020.
32 “Egypt Moves Ahead with Purchase of Russian Arms Despite US Warnings,” Al-Monitor, March 3, 2021.
33 “Egypt Moves Ahead with Purchase of Russian Arms Despite US Warnings,” 2021.

34 Ilya Kramnik, “Russia Hopes to Exploit the Chill in US-Saudi Relations and Gain a Foothold in the Saudi Arms
Market,” Middle East Media Research Institute, Special Dispatch No. 9223, Washington, D.C., March 10, 2021.

35 “Russian Arms Sales Growing in Africa,” Defense World, March 24, 2020. See also Eric Schmitt and Thomas
Gibbons-Neff, “Russia Exerts Growing Influence in Africa, Worrying Many in the West,” New York Times, January
28, 2020.

36 General Stephen J. Townsend, U.S. Army, Commander, U.S. Africa Command, “Africa: Securing U.S. Interests,
Preserving Strategic Options,” testimony before the Committee on Armed Services, U.S. House of Representatives,
Washington, D.C., April 20, 2021.



are influential in global affairs, including in the United Nations General Assembly, which makes
Africa an important market for Russia’s weaponry.?” Russia has leveraged arms sales to develop
relations in African countries where it also seeks to gain basing rights, commercial opportunities,
and access to minerals in Somaliland, Mozambique, Libya, and the Central African Republic. In
countries lacking currency reserves, weapons and support from Russian private military
companies, such as the Wagner Group, can serve as a means of exchange.>®

Despite some long-standing customers and a broad customer base, Russian arms sales have
declined. The increasing competition in the arms market, sanctions since 2014, and geopolitical
repositioning around the globe amid the coronavirus disease 2019 (COVID-19) pandemic
combine to explain this decline. Russian weapon sales abroad rose from nearly $5 billion in 2000
to approximately $35 billion in 2015. Since that time, defense sales have declined to $25 billion
a year.?* Weapons systems generating the most sales revenue have been the Su-27 fighter aircraft
family that includes the current Su-35; the Mi-8 and Mi-17 helicopters; and a wide array of
surface-to-air missiles (SAMs) that include the Pantsir S-1 SA-22 Greyhound short-range air
defense system and the S-300/400 family of air defense systems. Further “big ticket” sales
include conventional and nuclear-powered submarines and frigate and corvette class warships.
The Russians have also had considerable success in selling a wide range of land armaments that
included small arms, rocket and tube artillery, and the current generation of armored fighting
vehicles.

Impact of CAATSA Sanctions on Russian Arms Exports

As the income provided by the Russian Federation’s export of petroleum and natural gas has
declined, income gained through arms exports has increased in relative importance. Yet Russian
arms sales are not just a source of income to lower its arms production costs and contribute to its
military research and development base. Russia’s arms sales are one of its few high-technology
exports; others include software and nuclear reactors. Advanced conventional weapons further
Russia’s foreign policy and help maintain relations with other countries’ leaders, particularly
their military leaders. Understanding how Russia leverages arms sales to further its relations with

37 Theo Neethling, “Assessing Russia’s New Interaction with Africa: Energy Diplomacy, Arms Exports and Mineral
Resource Markets,” Strategic Review for Southern Africa, Vol. 42, No. 2, December 18, 2020.

38 Schmitt and Gibbons-Neff, 2020.

39 For an account of the decline in global ranking of the Russian defense industry in international arms sales, see
SIPRI, “International Arms Transfers Level Off After Years of Sharp Growth; Middle Eastern Arms Imports Grow
Most, Says SIPRI,” press release, March 15, 2021. See also Lucie Béraud-Sudreau, Alexandra Marksteiner, Diego
Lopes da Silva, Nan Tian, Alexandra Kuimova, Pieter D. Wezeman, and Siemon T. Wezeman, “Mapping the
International Presence of the World’s Largest Arms Companies,” SIPRI Insights on Peace and Security, No.
2020/12, December 2020.
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its long-standing allies or develop relations with new countries is important for assessing the
potential impact that U.S. and EU sanctions may have.

An analysis of open-source information on 65 potential or actual Russian advanced
conventional arms sales involving 33 countries provides some basis on which to assess the
impact.** RAND researchers have assembled a database of open-source materials on Russian
arms export marketing and sales, and this analysis is focused on a set of country cases that may
trigger CAATSA sanctions. The database includes over 5,500 entries of publicly available
information collected from July 2017 to May 2021. These actual and prospective sales involve
countries with varying degrees of relations with Russia.

In some cases, countries have long-standing arms relationships or close ties with Russia
(including, for some, membership in the Russian-dominated Collective Security Treaty
Organization). China, India, Vietnam, and Algeria have been some of the biggest long-standing
buyers of Russian arms. Six of the 33 countries had been part of the Soviet Union, and their
militaries remain largely, if not exclusively, composed of Soviet- and Russian-produced
weapons. Armenia, Azerbaijan, Belarus, Kazakhstan, Kyrgyzstan, and Uzbekistan gained
independence when the Soviet Union dissolved and built their arsenals mostly with Soviet, and
now Russian, weapons. All but one of the 33 countries had purchased Soviet or Russian weapons
prior to the implementation of the CAATSA legislation. Seven of the countries that were not part
of the Soviet Union had been politically aligned with the Soviet Union, and most of their
militaries have been equipped with Soviet and Russian weapons. Dissuading these 33 countries
from importing Russian weapons means asking them to discontinue a line of weaponry and all
the maintenance infrastructure associated with it. Most weapons systems, regardless of their
origin, last two to three decades. Unless countries previously allied or aligned with the Soviet
Union or Russia wanted to break free from their long-standing military relationship, they would
need a compelling rationale to do so.

Naturally, the United States has more of a case to dissuade a country from purchasing
Russian advanced conventional weapons if the majority of the country’s arsenal is composed of
non-Soviet and non-Russian systems. Nonetheless, some countries with long-standing arms
importing relationships with the Soviet Union and Russia may want to diversify the composition
of their arsenals. Vietnam and India have imported most of their arsenals from Russia, but they
also have an interest in weaponry from the United States and other countries as a way to further a
political relationship or get access to high-quality weaponry. Vietnam and India want to acquire
capabilities and further their relations with the United States as a deterrent to China. Certain

40 The RAND Corporation team obtained publicly available source materials by searching a variety of traditional
media and social media. The 65 cases studied involved the following 33 countries: Algeria, Angola, Armenia,
Azerbaijan, Belarus, Cameroon, China, Egypt, Ghana, India, Indonesia, Iran, Iraq, Kazakhstan, Kyrgyzstan,
Malaysia, Mexico, Morocco, Myanmar, Nepal, Nicaragua, Nigeria, Pakistan, Peru, Philippines, Qatar, Saudi Arabia,
Serbia, South Korea, Turkey, UAE, Uzbekistan, and Vietnam.
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former Soviet states seek some political distance from Russia and do not want to be too
dependent on Russia for weaponry.

Despite obvious challenges, the United States can use CAATSA to dissuade some countries
with historical arms importing relationships with Russia. Getting a country to switch to non-
Russian weapons systems can result in important downstream changes. Interoperability of
systems makes it difficult to switch, but once a country does it, there are great interoperability
forces that steer future purchases to be compatible. The intelligence, surveillance, and
reconnaissance (ISR) capabilities on major systems like ships, planes, and armored vehicles
entail significant software and signals compatibility to function effectively. Making it attractive
for a country to forgo Russian systems and acquire something from another country can have
significant and lasting results. However, it is important to caveat that there may be other factors
that contributed to the stalling of Russian sales. For instance, geopolitics is a crucial dimension.
An appreciation of the political dynamics is important to understanding the prospects for
diplomatic success with third-party countries.

The following three cases help to illustrate the different levels of geopolitical complications
that the United States faces when it employs third-party sanctions to curtail Russian arms sales
and consequently raise the cost of Russia’s malign interference in the affairs of other states. The
first application of CAATSA sanctions by the Trump administration posed very little cost to U.S.
foreign policy. China’s purchase of the Russian Su-35 fighter aircraft and S-400 air defense
system was the first use of the CAATSA sanctions.*! China was an easy country case for the
application of CAATSA sanctions because the Trump administration had cast China as an unfair
rival trading partner and a belligerent rising power.

In contrast, Turkey and India are two country cases that illustrate the challenge of using the
threat and application of third country sanctions to persuade countries to not purchase Russian
weapons. Relations with these two countries entail a formal alliance, in the case of Turkey, and a
growing strategic relationship with India, as a partner in the Indo-Pacific Quad, that is designed
to promote security in the region.

After China, Turkey was the second country case in which the United States exercised the
CAATSA sanctions, and it was not easy at all. As will be reviewed below, after years of
negotiations, the U.S. sanctioning of Turkey, a valued NATO ally, for purchasing the Russian S-
400 air defense system creates a significant diplomatic problem with formidable consequences.

In contrast to U.S. relations with Turkey, which have become more strained since the 2016
coup attempt, U.S.-Indian relations have been on a slow but steady upswing over the course of
the past decade. Indian officials have sought and expect a waiver of the CAATSA sanctions
provision. As of June 2021, India has neither received a waiver nor has it been sanctioned,
despite planned and prospective Russian arms purchases—most prominently its acquisition of

41 Lesley Wroughton and Patricia Zengerle, “U.S. Sanctions China for Buying Russian Fighter Jets, Missiles,”
Reuters, September 20, 2018.
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the S-400 air defense system, the same Russian weapons system that is at the heart of the dispute
with Turkey.

The United States and India share a common interest in checking a rising China. However,
the United States faces conflicting interests that it must navigate when it comes to its bilateral
relationship with India. On the one hand, U.S. policy seeks to punish Russia for malign
interference in the affairs of other states by discouraging states like India from purchasing
Russian weapons. On the other, India has a long-standing arms relationship with the former
Soviet Union and now Russia that simply cannot be severed quickly, if at all. Weapons systems
often last for decades, and switching from one weapons supplier to another introduces
interoperability issues of systems that may not seamlessly interface with other equipment,
presenting a costly operational problem. Moreover, if the United States sanctions India for its
purchase of Russian weapons, it runs the risk of losing India as an ally in the strategic
competition with China and pushing it into closer relations with Russia. Furthermore, if the
United States provides India with a waiver on sanctions, other countries may also seek waivers
so that they too can purchase Russian weapons—possibly creating a gallop effect that erodes the
power of the CAATSA sanctions.

Evidence that the cases of Turkey and India have broader implications is represented in part
by the number of entries both countries have in the RAND database. Russian arms sales to these
two countries generated significantly more articles about the prospects and implications of
sanctions than any other Russian arms sale.
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2. Highlighting Russian Malign Interference by Curtailing Russian
Arms Exports: Turkey and India

Turkey and the Consequences

Russian officials argue that CAATSA sanctions are an effort to create unfair conditions in the
defense export marketplace and are ineffective. In March 2020, the director of Russia’s Federal
Service for Military-Technical Cooperation (FSMTC), Dmitry Shugaev, pointed to Turkey’s
decision to purchase the S-400 as a clear example of how the threat of sanctions does not
dissuade countries from purchasing Russian weapons.*? Despite requests from both U.S. and
NATO partners to reject the deal, for fear that the S-400 would collect data on Western aircraft,
and threats of sanctions from the United States, Turkey concluded the contract—and talks of a
second S-400 deal with Turkey have emerged.*?

Amid growing bipartisan pressure from Congress, on December 14, 2020, the United States
imposed sanctions against Turkey’s Presidency of Defense Industries (SSB), Turkey’s top
defense procurement entity.** According to the U.S. State Department, the sanctions against
Turkey “are not intended to undermine the military capabilities or combat readiness of

Turkey,”®

which reflects the selection of less stringent and more targeted sanctions imposed on
the country.4®

Nevertheless, sanctions against the SSB could create challenges for critical Turkish defense
projects and may make third parties more hesitant to work with the SSB.#’ In addition, sanctions
against Turkey, a NATO ally, may also give pause to other countries that are considering the
purchase of Russian defense systems. Former Assistant Secretary of State for International
Security and Nonproliferation Christopher Ford said that he hoped that other countries

considering purchasing Russian weapons would take note of the sanctions against Turkey.*8

42 «“Tjrapa ®CBTC 3asiBr1, uTo caHkiuu CLLIA He paboraroT Tak, kak npeamnonaraitocsk” [“Head of FSMTC Stated
That U.S. Sanctions Do Not Work as Intended”], RI4 Novosti, August 28, 2019.

43 Dorian Jones, “Turkey to Go Ahead with Russian Weapons Purchases Despite US Objections,” VOANews, May
17,2021.

44 «“Factbox: U.S. Sanctions Target Turkish Defence Body,” Reuters, December 14, 2020.

43 Office of the Spokesperson, “CAATSA Section 231 ‘Imposition of Sanctions on Turkish Presidency of Defense
Industries,”” U.S. Department of State, Washington, D.C., December 14, 2020.

46 Dorian J ones, “Turkey Slams US Sanctions over Russian Missile System Purchase,” Voice of America,
December 15, 2020.

47 Ragip Soylu, “How US Sanctions Will Affect Turkey’s Defence Industry,” Middle East Eye, December 15, 2020.

48 Christopher A. Ford, “Assistant Secretary for National Security and Nonproliferation Dr. Christopher Ford and
Deputy Assistant Secretary for European Affairs Matthew Palmer on the Imposition of Sanctions on Turkey Under
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Secondary Effects for Turkey of the CAATSA Sanctions

In addition to the direct effect of sanctions that a country can receive from purchasing
Russian defense systems, there is also a potential for secondary effects. Turkey’s purchase of the
S-400 provides a clear example.*’ Prior to imposing sanctions against Turkey, the United States
decided on July 17, 2019, to officially remove Turkey from the F-35 program.*® Fearing that
Turkey’s S-400 system would allow Russia to collect sensitive information on the fighter’s
advanced capabilities, the United States argued that Turkey’s acquisition of the S-400 “renders
its continued involvement with the F-35 impossible.”>! Purchasing a Russian air defense system
1s an unusual step for a NATO ally. Yet, President Recep Tayyip Erdogan has adopted a foreign
policy at odds with several U.S. and NATO positions. His assertion of a Turkish way ahead
accelerated following the 2016 coup attempt, given Erdogan’s doubts about support from the
United States and the European Union. Turkey’s approach to Iran, Syria, and Iraq; collaboration
with Russia; Black Sea policy; and a neo-Ottoman assertion of its influence throughout the
Mediterranean are all foreign policy moves that complicate U.S.-Turkish relations.>?

With Turkey developing more than 900 parts for the F-35 program, former U.S. Under
Secretary of Defense for Acquisition and Sustainment Ellen M. Lord explained that “Turkey will
certainly and regrettably lose jobs and future economic opportunities from this decision. It will
no longer receive more than $9 billion in projected workshare related to the F-35 over the life of
the program.”? Turkey also is now forced to look for an alternative fifth-generation aircraft. One
option is to develop its own fifth-generation aircraft, though some sources have estimated that it
could take at least a decade to become operational.>* Russia has offered its Su-57 aircraft as a
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replacement for the F-35, though the Su-57 is experiencing development problems, as described
in a previous article written by the authors.>’

A lesser-known consequence of Turkey’s S-400 purchase is its recent difficulty exporting the
T129 ATAK helicopter. Though the T129 is a Turkish helicopter, it uses a Western engine and
requires a U.S. export license. This export license had been held up due to Turkey’s S-400
purchase.’® As a result, Turkey has been forced to put potential deals with the Philippines and
Pakistan on hold—with Pakistan’s order alone totaling 30 helicopters worth $1.5 billion.>’
Recently, Turkish Aerospace Industries (TAI) has reportedly hired American law firms to lobby
on Turkey’s behalf to help obtain the U.S. export license.”® A recent report quoting a TAI
representative indicated that “Washington had issued the required paperwork regarding the sale
of an initially designated number of six helicopters,” which may be a U.S. carrot designed to
encourage Turkey to rethink its use of the S-400 system.> Recent reports of Turkey sending
Russian missile experts home suggests that it is willing to work with the United States to resolve
differences on purchases of Russian systems.

The geostrategic implications of how the United States seeks to curb Russia’s behavior
working with third party countries is complex and dynamic. For example, to obtain certain
engine capabilities, Turkey hopes to acquire and eventually coproduce turboshaft engines with a
similar performance from the Ukrainian company, Motor Sich.®! An expanding Turkish-
Ukrainian military relationship creates an alternative source of equipment that Russia might
otherwise provide to Turkey. A strategic dilemma for the U.S. government is whether to interfere
with this developing military relationship that serves the U.S. interest in containing Russia’s
continued aggression against Ukraine—or to give higher priority to U.S. efforts to punish Turkey
for developing an increasingly autonomous military industrial capacity. The United States faces
a similar dilemma in its relations with India.

>3 Ryan Bauer and Peter Wilson, “Russia’s Su-57 Heavy Fighter Bomber: Is It Really a Fifth-Generation Aircraft?”
RAND Blog, August 17, 2020.
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Balancing Competing Objectives to Influence the Behavior of Great
Powers: The Indian Dilemma

Like Turkey, India has also agreed to purchase the Russian S-400 air defense system, but it
has not yet been delivered. The Indian and Turkish cases of purchasing this Russian air defense
system illustrate the complications the CAATSA law poses for U.S. foreign policy. In both
cases, the public discussion around the transactions focuses on the prospect that the United States
may apply sanctions rather than on the rationale for the sanctions, which is Russian covert and
overt malign interference in other states. The United States might usefully rebalance the narrative
to seek to shift public debate away from sanctions and toward Russia’s malign activities.

The Indian military has purchased Soviet and Russian weaponry since the country’s
independence. India was a leader of the nonaligned movement throughout the Cold War era, and
the Soviet Union was frequently seen as more supportive of postcolonial states. Additionally,
India aligned with Moscow because its main adversaries, Pakistan and China, were aligned with
Washington. This legacy has enduring effects, particularly in the form of purchases and use of
military equipment that has a service life measured in decades. India’s long history of importing
weapons from Russia means that, for many of its systems, command and control are
interoperable. Moreover, the Indian military has a history of training on Russian weapons and
has the infrastructure to maintain, repair, and overhaul them. Switching to new systems has
considerable collateral costs, and the Indian armed forces would need a compelling rationale to
do so, particularly for systems where Russia provides the low-cost option. In the past 15 years,
India has opened its economy and fostered political and economic relations with the United
States. While not a treaty ally with the United States, like Turkey, India has changed its bilateral
relationship with the United States dramatically since the Cold War ended. India’s largely
democratic political system, increasingly open economy, and concern about a rising China as a
major power have caused India to rebalance its foreign policy toward closer relations with the
United States. India’s involvement with Japan, Australia, and the United States in the Quad
arrangement is the most recent example of this growing relationship. In response to questions for
the Senate Armed Services Committee, U.S. Secretary of Defense Lloyd Austin indicated that
his “overarching objective for our defense relationship with India would be to continue elevating
the partnership.” He also stated that he wanted to “operationalize India’s ‘Major Defense
Partner’ status and continue to build upon existing strong defense cooperation to ensure the U.S.
and Indian militaries can collaborate to address shared interests.”%? India’s concern with China’s
rise as a major power and with a border dispute that recently erupted into armed conflict has
motivated Indian leaders to pursue closer relations with the United States on security matters.

62 Lloyd J. Austin, Nominee for Appointment to Be Secretary of Defense, U.S. Senate Armed Services Committee,
Advance Policy Questions, January 19, 2021.
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Given India’s extensive arsenal of Russian weapons and its increasingly important bilateral
relationship with the United States, experts in India and the United States call for a sanctions
waiver on its purchase of the S-400 and other Russian weapons systems as long as India
diversifies its arms imports and its relationship with the United States strengthens.® Support in
India to purchase the S-400 is very strong in the parliament and the Indian public. To make the
system effective, the Indian military must have a constellation of systems to support the S-400 in
its role as a high-altitude air defense system. Protecting the S-400 from threats adds to the cost of
the system.% Moreover, for the S-400 to operate as advertised by Russia, the system needs to be
operated by a highly trained military workforce. Again, achieving this level of personnel skill is
a cost. The attacks by Huthi rebels on Saudi oil fields is a reminder that even sophisticated air
defense systems can be defeated or fail if the personnel who operate them are not adequately
trained or alert regarding the nature of their defensive role.%

Fostering the U.S.-Indian defense relationship as an alternative to India’s relationship with
Russia will probably require a combination of joint diplomatic initiatives and reciprocal defense
purchases of each other’s weaponry. The Indian government has greatly expanded its military
supply relationship with the United States in recent years. India is importing from the United
States “maritime and transport aircraft, attack and heavy-lift helicopters and light-weight
howitzers . . . worth an estimated $18 billion.”%® Additionally, India is negotiating with the
United States for another $20 billion in defense systems that include unmanned aerial
capabilities and air defense systems. India has also submitted a bid to provide the U.S. Navy with
light combat trainer aircraft.%” Lockheed Martin and Tata are in a joint venture producing defense
items for India to export. This joint venture is also competing to produce the F-21 to meet the
Indian Air Forces’ need for a new jet fighter.®® Various forms of defense production
collaboration provide a clear means for India to diversify its arsenal away from Russia.

As with U.S. defense companies, India has increasingly sought coproduction arrangements
with Russia to bolster its own defense industrial base. These arrangements, over time, facilitate
important transfer of advanced manufacturing technologies and contribute to Indian
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employment. India’s sophisticated digital technology capabilities make it more than ready to
assume a greater role in the development and production of certain military systems. While
coproduction arrangements with Russia help to lessen India’s dependence on importing off-the-
shelf systems, they do not free it from the risk of triggering CAATSA sanctions. For example,
the coproduction agreement to produce the Brahmos missile in India still requires India to
purchase an estimated 65 percent of the components from Russia,% which owns 49.5 percent of
the production project.

Several countries in Southeast Asia are interested in purchasing the Brahmos because of their
concern about Chinese maneuvers and intentions in the South China Sea. Indian sales of the
missile to such countries as Vietnam and the Philippines could boost its defense industry. One
estimate is that sales of Brahmos cruise missiles to these countries could amount to 5 billion
dollars by 2025.7° However, since the missile is a jointly produced weapon with a considerable
number of Russian components, it might trigger U.S. diplomatic engagement to discourage its
sale.

The case of the Brahmos missile illustrates how India poses conflicting policy objectives for
the United States. India reinforces U.S. policy toward one major power but conflicts with policy
toward the other major power. On the one hand, India is an important member of the Indo-
Pacific Quad and a potential exporter of weapons to nations seeking to check China’s territorial
ambitions in the region. On the other hand, its importation and coproduction of Russian
weapons, while contributing to its ability as a valued security partner in the region, conflicts with
U.S. policy toward Russia.

Despite its burgeoning arms relationship with the United States, India’s deep and enduring
military industrial relationship with the Russian Federation is not easily discounted for historical,
political, and economic reasons. While codevelopment of the Brahmos cruise missile is one
successful outcome of this partnership, the relationship has encountered problems. India was
codeveloping the Su-57 fighter aircraft with Russia, with plans to produce a version of the
aircraft in India, when Indian officials broke off the deal.”! Indian officials were not persuaded
that the Russian-claimed fifth generation aircraft really had the advertised capabilities, and it was
turning out to be much more expensive to produce than originally envisioned. The Russians were
also reluctant to share critical design information.”” Indian officials perceived the aircraft as too
expensive, cut their losses, and switched to acquire the French Rafale fighter jet. India has sought
coproduction arrangements to meet Prime Minister Narendra Modi’s policy to promote the

% Bedi, 2021.
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development of the Indian defense industry; the experience with the coproduction arrangements
for the Su-57 showed that it was willing switch suppliers when core issues were not addressed.

Even with a codevelopment disappointment, it appears that New Delhi has no interest in
severing its relationship with Russia. Noteworthy are recent decisions to rapidly acquire the S-
400 air defense and buy additional Su-30s and MiG-29s.”® This latter decision was prompted by
the armed clashes with the Chinese People’s Liberation Army (PLA) along the high Himalayan
border during the early summer of 2020.7* A domestic political imperative to act decisively
prompted New Delhi to turn to Moscow for an immediate if symbolic response to the acts of
Chinese aggression. There is considerable support in India for the purchase of the systems to add
to India’s arsenal because of the threats perceived from Pakistan and China. The cost advantages
of Russian weapons systems may be an important consideration for India.

The challenge for the United States is to refocus the debate associated with Russian arms
sales on Russian behavior as a bully state in the international system and, to the extent possible,
away from the prospect of U.S. sanctions on states with long histories of meeting their military
equipment needs by importing Russian weapons. India and the United States might search for
better ways to communicate about certain arms decisions and develop suitable, competitively
priced alternatives that meet their mutual objectives. To the extent possible, cases of
disagreement about a purchase of Russian military equipment might be matched with an
alternative purchase or coproduction arrangement from another country. This may, in some
cases, be more expensive, but it could send an important signal to Russia and help set an
example for other countries of how to diversify their long-standing arms importation
arrangements away from Russia.
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3. Other States Meet Security Needs and Comply with CAATSA
Objectives: Indonesia, Morocco, and Nigeria

According to an analysis of our open-source database, there are several cases in which
CAATSA sanctions appear to have contributed to the stalling or reconsideration of a Russian
defense export. The clearest example is Russia’s attempt to export Su-35s to Indonesia. In
February 2018,7 Russia and Indonesia signed a $1.14 billion contract in which Indonesia would
purchase 11 Su-35 fighter jets.”® Possibly half of this cost was to be covered through the
exchange of commodities, such as spices and palm oil.”’

Financing the purchase was not the only problem.’® Indonesia has sought to chart a foreign
policy aligned with neither Russia nor the United States. It has imported most of its weaponry
from the United States and other Western suppliers, but it also has Russian weaponry in its
arsenal. While it would like to maintain some independence from the United States by
purchasing some Russian weaponry, it does not want to risk Washington’s disapproval and not
be able to procure spare parts for its largely American-supplied arsenal. Indonesia’s Presidential
Chief of Staff summed up the decision by saying that potential purchase of Russian Su-35 fighter
jets is “not just a business-to-business related commercial transaction, but there are other
factors.””® The implication is that there are political factors, as well as such technical issues as
interoperability and downstream training and maintenance costs, that extend beyond buying a
particular weapons system.

In 2019, reports began to surface that Indonesia was reconsidering the purchase because of
the threat of U.S. sanctions. Speaking during the major 2019 Moscow air show, Russian Trade
Commissioner Yaroslav Tarasyuk confirmed Indonesia’s reluctance to purchase the Su-35.
According to Tarasyuk,

I talked to the Indonesian chief of the air force and he mentioned CAATSA, the
US law. From what he says, I understand they receive threats. They are
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dependent not just on Russian equipment, they are dependent on a large part of
US-made equipment. If as a punishment measure, let’s say, American
manufacturers stop supplying spares, stop supporting American-made equipment,
then there will be a breach in security in national defence in Indonesia. So, they
are very cautious.*

The implication of Tarasyuk’s comment was that countries can depend on Moscow to deliver
equipment and spare parts in the future, but they cannot be sure the United States or other
Western suppliers will be as dependable. Additionally, numerous Russian officials have argued
that they respect Indonesia’s sovereignty and right to choose the weaponry it deems appropriate
for its security needs. During the negotiations over the S-35 aircraft sale, Russian ambassador
Lyudmila Vorobieva said, “The contract has been signed. We hope it can pass. Because as Mr.
Prabowo said, Indonesia is an independent country and can determine who or what to buy war
equipment from.” Russia’s Deputy Ambassador in Jakarta, Oleg V. Kopylov, also reiterated the
theme of Indonesia resisting the efforts to dissuade it from purchasing Russian weapons by
observing that “Indonesia still wants to continue the Sukhoi purchase contract even though
several countries are trying to threaten Indonesia. But Indonesia does not feel threatened; this is
very good.”8! This is an argument Russian officials make whenever they are selling weapons and
the issue of CAATSA is relevant.®?

Vorobieva sought to convey that Indonesia had not canceled the agreement. However, by
July 2020, Indonesia communicated its interest in purchasing Austria’s Typhoon fighters in light
of the threat of U.S. sanctions.®® Recent reports indicate that Indonesia is also in advanced talks
with France for the potential purchase of 36 Rafale jets.?* This is an example in which patient
diplomacy and credible alternatives to Russian systems were available and made the difference.

Indonesia’s Su-35 case, however, is not the sole example. Despite Shugaev’s statements that
U.S. sanctions are not producing their intended effect, he noted that “The pressure is going up
every day [on potential customers]. We see it every day and it is not a secret, not a secret for
anyone.” For example, a few months earlier, U.S. sanctions may have influenced Morocco’s
arms import decisions. According to the Spanish news outlet Defensa, Morocco’s interest in
acquiring a long-range air defense system has shifted from Russia’s S-400 to the American
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Patriot system, in an effort to avoid U.S. sanctions.®® Following the media report of Moroccan
interest in the S-400, Russia’s ambassador to Rabat, Valerian Shuvaev, explained how Russia
sought defense collaboration with Morocco. However, he downplayed the media report of
Moroccan interest in acquiring the S-400 by saying that Morocco had “made no official request”
for the system.®” Russia has been a main weapons supplier to Morocco’s neighbor Algeria, with
which Morocco has decidedly cool relations. Moroccan interest in air defense capabilities is
natural, but it recognizes that Russia arms its regional rival and that it needs to stick with its
American ally, which supplies most of its weaponry.®® Morocco’s decision to not risk American
pressure is both practical, since most of its weaponry is American, and strategic because it wants
to be in good standing with its long-standing great-power supporter.

As former Assistant Secretary of State Ford argued when announcing the sanctions on
Turkey’s purchase of the S-400, CAATSA sanctions may make other U.S. allies, including Saudi
Arabia and Qatar, more reluctant to purchase the S-400.%° In addition, an Iraqi parliament
member recently claimed that the United States created obstacles to Iraq’s purchase of Russian
S-300 and S-400 defense systems.”® This sense of growing hesitancy is something Russian
officials have noted as well. Victor Kladov, the director of international cooperation and regional
policy for Rostec, indicated that because of U.S. sanctions, “We feel like some nations are more
cautious.”! Russian statements are an indication that U.S. diplomatic outreach attempts to
dissuade countries from purchasing Russian weapons and to comply with CAATSA is a factor
leaders are weighing when considering Russian arms imports. While this is a case in which a
third party was dissuaded from importing Russian weapons, the U.S. narrative did not include
the rationale for the sanctions. The better narrative is that countries are not importing Russian
weapons because doing so is tacit approval of Russia’s malign behavior in the international
system of nations.

U.S. diplomatic engagement and the prospect of sanctions may have also influenced
Nigeria’s willingness to complete its acquisition of an Mi-35 helicopter contract. In 2014, the
United States canceled a shipment of attack helicopters to Nigeria following accusations that
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government soldiers had committed human rights violations against suspects in the fight against
Boko Haram.?? In that same year, Nigeria agreed to purchase 12 Mi-35 helicopters from Russia,
since Russia has a history of selling weapons to governments known to have committed human
rights abuses. Rather, this is a competitive advantage leveraged whenever Western arms sales are
halted due to human rights concerns and reinforces Russia’s argument that it respects the
sovereignty of governments to which it sells weapons; for some regimes, neutrality regarding
human rights issues may be a reason to buy arms from Russia rather than from the United States
and other Western countries.

Six of the 12 helicopters have been delivered. According to Nigerian Ambassador to Russia
Steve Davies Ugbah, the purchase and delivery of the remaining helicopters is under discussion
but is hindered by U.S. sanctions against Russia’s defense sector.”> The ambassador’s statement
is confirmation that the prospect of U.S. sanctions is a factor that may deter prospective third-
country importers of Russian weapons. Russia has confirmed that the remaining helicopters for
Nigeria have been built and are awaiting payment. Finding a way to deliver this payment may be
difficult if Abuja is concerned about triggering U.S. sanctions.”*
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4. Arms-Importing States Have Adapted to U.S. and Allied
Sanctions

Russia’s Difficulty Finding Financial Workarounds

U.S. sanctions have also complicated the way countries make payments for Russian defense
systems. Shugaev has acknowledged that the sanctions do create “certain problems” but
indicated that such measures as completing the transactions in national currencies help address
these issues.” For instance, Dmitry Dolgin, ING Bank’s Chief Economist covering Russia and
countries in the Commonwealth of Independent States, pointed out that in the first half of 2019,
trade between Russia and India in rubles jumped 76.5 percent, “which coincided with the news
about the next deliveries of Russian arms to India.”

But Russia and a potential foreign customer may not always have an interest in completing
transactions through their respective national currencies. Nepal, which is interested in purchasing
seven Mi-17 helicopters from Russia but is still determining how the payment will be made, is
one example. According to the Nepalese ambassador to Russia, the two states cannot carry out
transactions in U.S. dollars because the money will be blocked, and neither Nepal nor Russia
wants to pay using the other country’s currency because of the low volume of trade between the
two countries.”” At an added cost, they could settle in a third currency, such as euros.

Barter has been explored as an alternative form of payment to circumvent U.S. sanctions.
Malaysia raised the possibility of paying, in part, with palm oil for exchanges of Russian aircraft
it currently has for new systems.® Russia sought to sell Indonesia Su-35 aircraft, and the
Indonesians planned to pay for nearly half of the transaction with commodities “such as palm oil,
rubber, furniture, tea and coffee, as well as spices.”” However, in July 2020, Shugaev clarified

that bartering is an alternative that Russia likely won’t seek to replicate in the near future. '
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Efforts to develop barter schemes rest on whether countries have something to offer each other
because if they do not, “then such a mechanism will not work.”!%!

In some cases, a foreign country’s failed attempt to make payments for Russian defense
systems occurred after a system was already delivered. According to Rosoboronexport’s
financial statements from 2018, the company was owed $13 billion, with a fairly large
percentage of this debt due for defense products already delivered, “including non-payments due
to sanctions.”!'%? Part of this includes funds “that were actually paid, but got stuck in the banks

because they came under sanctions, and there’s no way to withdraw them.”!%3

Russian Countermeasures to Sanctions in the Information Sphere

In addition to denigrating the Ukrainian defense industry to advantage itself, Russia has also
sought to control the information sphere by limiting information available about its own defense
industry. Russia has begun to limit public information about financial aspects of its defense
transactions. In January 2020, Russia passed a law allowing several sanctioned Russian defense
companies to keep their financial records private.'® The law seeks to protect information related
to the companies’ finances but also their customers and contractors from being named in future
U.S. or EU sanctions.!?

Another indication that U.S. implementation of CAATSA via diplomatic engagement backed
up with the prospect of sanctions is affecting Russia’s defense industry is the Russian law passed
in April 2020 that limits access to information about state defense orders.!® An explanatory note
for the April 2020 law stated, “While almost all major defenses manufacturers such as United
Aircraft Corporation and Rostec are under sanctions, a good number of smaller and lesser known
firms as well as individuals who represent them are not in the sanctions list.”!%7 In effect, these
laws are an effort by the Russian government to shield defense companies and associated parties
that have not yet been the subject of U.S. sanctions. Over the course of the past six years, the
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Russian government has attempted to limit the damage resulting from U.S. and allied sanctions
through policies of adaptation and attempted import substitution.

To further its arms exports, Russia has taken several approaches. First, Russia focused on
countries that have either a recent political disagreement with Western nations or a desire to
assert their independence by importing weapons from each of the great powers. Turkey’s
President Erdogan’s disenchantment with several developments in U.S-Turkish relations, along
with growing economic ties with Russia (e.g., natural gas purchases, tourism, construction), have
led him to forge a better relationship with Moscow. % Second, Russia has agreed to coproduction
arrangements, sharing the economic benefits of technology transfer and employment. As an
element of its “Made in India” campaign, India has negotiated firmly with Russia to increase co-
production arrangements as part of its arms imports. And finally, Russia has worked with
countries to find non-dollar financing systems to handle weapons sales transactions. Considering
barter arrangements with Indonesia is an example of an alternative means of exchange to gain
Russian arms imports.

Appeals to nationalism have also been effective with China, Algeria, Vietnam, Egypt, and
Turkey. In the case of China, the geostrategic and military supply relationship between Beijing
and Moscow has greatly strengthened. China is one of Moscow’s important arms sales clients.
Despite U.S. sanctions applied to China’s arms procurement agency and its director, China has
not been deterred by the U.S. threat of sanctions.!” For example, it has committed to acquire
additional Su-35s from Russia.

Another country undeterred by the prospect of third party sanctions as a result of importing
Russian advanced conventional weapons is Algeria, which has commitments to acquire Russian
combat aircraft and warships.'!? Similarly, Vietnam plans to acquire Russian tanks'!" and the
Yak-130 advanced jet trainer/light fighter.!!?

The harder cases requiring deft diplomatic approaches are Egypt and the Philippines. Among
a variety of weapon imports, Egypt plans to acquire the Su-35.!'3 Egypt has considerable
Western weaponry in its arsenal, but it has recently elevated its interest in Russian weapon
imports. U.S. defense expert Anthony Cordesman argued that “Egypt has been so dependent on
the U.S. that it is beginning to try to find some kind of contingency arrangement so that it
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can’t be levered by Congressional pressure to change their policies on dealing with
dissidents.”!'* Similarly, after considering acquiring American and Canadian helicopters, the
Philippine government is reportedly seeking to acquire the Mi-171 despite the U.S. threat of
sanctions. Philippine President Duterte seems determined to make a geopolitical statement of
“independence.”!'® In both of these cases, there have been strains in bilateral relations with the
United States, and senior leaders are willing to risk CAATSA sanctions to demonstrate their
autonomy.

Despite some states desiring to chart an independent course from Western states, others may
conclude that importing advanced conventional weapons from the Russians is not worth the price
of clashing with the United States. Three cases are noteworthy. The first is the recent decision by
Indonesia to halt buying a squadron of Su-35s.!1® The second is Brazil’s decision not to consider
a major purchase of Russian Mi-17 medium-lift helicopters.!!” Additional cases include

Morocco’s reconsideration of air defense options!!®

and the Iraqi government’s hesitancy to
acquire the S-400 air defense system in light of U.S. pressure.!'” Indonesia, Brazil, Morocco, and
Iraq all have important security relationships with the United States and U.S. weapons systems in
their arsenals. Thus, the United States can make a stronger case that these countries have
alternatives to Russian weapons. In the event that the systems are not price-competitive, the
United States and other allied suppliers can underscore the advantage that they offer: Their
systems are interoperable with other systems in the country’s arsenal and, in many cases,

operationally more advanced.
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Codevelopment and Coproduction Contracts

As mentioned previously, India and China have longstanding military-industrial relationships
with Russia. With the suspension of Russia’s military-industrial ties to Ukraine, the relationships
are more complicated for several reasons. First, Ukraine provided key engine components for
several major military aerospace and marine systems, and Russia no longer has access to them.
Lacking these key components raises some questions about the quality of some of Russia’s
weapons. Second, some arms-importing countries want to build up their indigenous defense
industrial base, obtain key technologies that might have dual-use benefits, and bolster their
employment in a high-technology manufacturing sector. China is rapidly emerging as a supplier
of certain categories of competitively priced weaponry, such as fighter aircraft, drones, and
missiles. India also is building up its defense industrial base with successes in the areas of short-
range missile and light fighter aircraft. Third, while Rosoboronexport has sought to set up
maintenance, repair, and overhaul (MRO) facilities to service Russian military systems around
the globe, other countries with long histories with Soviet and Russian weapons are offering to
service and repair Russian-origin weapons, and some may offer lower costs.

As China and India continue their arms collaboration with Russia, they too will have MRO
capabilities that they can offer to other countries that compete with Russia. So there are inherent
trade-offs for Russia. As it offers coproduction arrangements or establishes MRO facilities in
countries to further its sales, Russia at the same time is creating longer-term competition for its
services. Russia has or seeks to establish maintenance and repair facilities in such countries as
Peru, India, and Malaysia.!?* What is unclear is whether Russia will be able to manage
coproduction arrangements and MRO dependencies in ways that allow it to increase its leverage
and influence.

Alternative Payment Options Outside of the Dollar Financial System

Both Russia and China seek indigenous payment systems with foreign partners to separate
themselves from the restrictions of the United States and its allies in Europe and Asia. They have
sought to develop economic structures that avoid the United States and its allies and, in some
cases, bind Russia and China closer together. The Putin government has launched a major effort
to advance strategic and economic ties with China. The Russian leadership sees China as a major
market for Russian hydrocarbons, and China has now become an increasingly close financial and
military technological ally. Recently, Presidents Xi Jinping and Vladimir Putin called for a
strategic partnership that implies the synchronization of the Chinese Belt and Road Initiative and
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the Russian-dominated Eurasian Economic Union.!?! The hope of the Russian political
leadership is that China will sustain broader military technological ties with Russian defense
industries. Simultaneously, both capitals are attempting to construct an alternative to the U.S.
dollar—dominated payment system. That alternative would provide another way for potential
Russian arms sale clients to finance their transactions without reliance on the U.S. financial
system.!?? These efforts remain a work in progress.

Recently, Russia has been exploring the rules governing third-party country resale of Russian
weapons. For instance, Russia no longer requires third-party countries to officially notify Russia
about the purchase, thereby removing any direct communication between the third-party buyer
and Russia.'?3 According to arms expert Konstantin Makienko, this policy change will reduce the
fear of secondary sanctions for potential buyers.!?* In the case of Nepal, for example, the
country’s ambassador to Russia spoke about the potential for making the purchase through China
or India in an effort to avoid U.S. sanctions.!?> Another suggestion presented in 2019 to the
Central Bank of Russia is to consider the use of cryptocurrencies, backed by tangible assets such
as gold, to conduct weapon sales to avoid pressure from sanctions.!?® It is unclear to what degree
Russia is considering this option.
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5. Conclusions and Recommendations

Russia’s continued arms sales highlight challenges to effective implementation of CAATSA
sanctions to curb its international behavior. Nevertheless, an examination of country cases
reveals that these sanctions are having a chilling impact on Russian defense exports and resulting
in significant lost arms sales. Collectively, all the U.S. and EU sanctions levied after Russia’s
invasion of Crimea have also complicated Russia’s capacity to modernize its defense industry,
which may have degrading effects on its armed forces and the competitiveness of its arms
exports. Restrictions on Western technology transfers over time will challenge Russian weapons
producers in a competitive international arms market.'?’

Thus far, CAATSA sanctions are most effective as a means to facilitate diplomatic dialogue
between the United States and potential buyers of Russian weapons regarding Russia’s
aggressive and malign behavior in the system of states. The prospect of sanctions creates more
opportunities for the United States to explore how to meet arms buyers’ security needs via
diplomatic measures or with weapons from more responsible players in the international system.
The greatest success in the diplomatic engagements have come with countries that historically
imported U.S. weaponry and have good relations with Western nations.

The United States will need to approach these diplomatic discussions strategically with
governments that have large quantities of former Soviet or Russian weapons in their arsenal—
especially states with which the United States has other important or even vital interests (e.g.,
Turkey offers access to Incirlik air base, a strategic asset for the United States in the volatile
Middle East). As one study noted, regarding the implications of CAATSA for U.S. relations with
nations in the Indo-Pacific region, the goal of reducing Russian revenue from arms exports
“should be pursued more flexibly” because it “is ultimately counterproductive to sanction these
countries, or threaten to sanction them, for Russian equipment that would improve their ability to
counter Chinese coercion or deter Chinese aggression.”!?8

Russia’s use of arms exports is an element of its foreign policy to reinforce ties with long-
standing partners, sustain legacy Soviet-era relationships, forge ties with countries it has not
historically had close relations with, boost the economy and employment in Russia, and generate
foreign exchange. Moscow will continue to aggressively market its weaponry around the globe.

127 For a description of this increased global competition in arms trade, see “Global Arms Industry: Sales by the Top
25 Companies up 8.5 Percent; Big Players Active in Global South,” Stockholm International Peace Research
Institute, December 7, 2020.

128 Ely Ratner, Daniel Kliman, Susanna V. Blume, Rush Doshi, Chris Dougherty, Richard Fontaine, Peter Harrell,
Martijn Rasser, Elizabeth Rosenberg, Eric Sayers, et al., Rising to the China Challenge: Renewing American
Competitiveness in the Indo-Pacific, Washington, D.C.: Center for a New American Security, January 28, 2020.
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While the United States can rely on the various sanction regimes to encourage potential
Russian arms clients to reconsider acquiring Russian weapons systems, it will be more successful
if it chooses strategically when to leverage the prospect of sanctions, when to issue a waiver, and
when to demur on the issue of sanctions altogether. The U.S. objective is not to hinder other
countries’ ability to procure the weaponry they need to defend themselves, but rather to curtail
Russia’s malign actions and influence and raise their cost to Moscow. The United States might
be more effective by giving greater public and private attention to recasting the narrative of its
diplomacy associated with Russian arms sales to focus on Russian malign behavior and not on
U.S. sanctions. To make this case to other countries, the United States, European Union, and
like-minded nations need to provide credible diplomatic and military alternatives to Russian
arms exports and work with countries to address their security needs.
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Abbreviations

CAATSA
COVID-19
EU
FSMTC
ISR
MRO
NATO
PLA
SAM
SAP
SIPRI
SSB

TAI

UAE

Countering America’s Adversaries Through Sanctions Act
coronavirus disease 2019

European Union

Federal Service for Military-Technical Cooperation
intelligence, surveillance, and reconnaissance
maintenance, repair, and overhaul

North Atlantic Treaty Organization

People’s Liberation Army

surface-to-air missile

State Armaments Program

Stockholm International Peace Research Institute
Turkey’s Presidency of Defense Industries

Turkish Aerospace Industries

United Arab Emirates
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