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About This Report

For this report, we examined how countries decide to acquire defense capabilities and how
those countries ultimately settle on specific suppliers and defense solutions. We developed a
framework to isolate and examine various factors driving the decisionmaking process and then
applied that framework to eight acquisition case studies in which countries opted for solutions
offered by non-U.S. providers. The report is a companion document to U.S. Options for
Identifying Third-Party Suppliers to Meet Ally and Partner Capability Needs,' a RAND paper
for which we examined the various circumstances under which the United States might be unable
to provide an acceptable solution to address an ally or partner-nation capability need and how, in
these cases, U.S. decisionmakers can continue to support that partner in identifying alternatives.
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Summary

Issue

The export of arms to international partners is a core component of U.S. foreign policy and a
key element of U.S. Department of War (DOW) security cooperation.? However, changes in the
strategic environment and global defense marketplace are giving rise to new trends and creating
a more complex landscape for the transfer of arms. Although the U.S. defense industrial base
(DIB) remains the dominant actor in this evolving strategic environment, changes in partner
needs and priorities dictate that there could be circumstances in which the United States will be
unable to meet sudden spikes in global demand. To implement the National Defense Strategy,
the United States must become increasingly anticipatory of partner defense needs, including
identifying situations in which U.S. solutions will be unable to meet those needs.

Understanding how and why partners turn to third-party suppliers, and under which
circumstances those decisions are consistent with U.S. interests, is an important objective. In this
report, we offer a framework exploring the different motivations at play when countries select
particular capabilities from particular exporters. We present a series of case studies illustrating
examples of the selection of non-U.S. suppliers, and we explore the different considerations that
led to those decisions. We also explore the factors that shape the decision to acquire military
capabilities and discuss the significance of the more-practical considerations that lead countries
to balance different trade-offs in cost, function, timelines for delivery, and other incentives to
select specific suppliers and systems.

This report is designed to highlight the factors that affect decisionmaking in acquisitions and
inform discussions about which particular capability needs can be best met by U.S. partners and
allies. These decisionmaking dynamics have implications for the training and education of the
Defense Security Cooperation Agency, which executes the U.S. Foreign Military Sales (FMS)
program. Figure S.1 offers a simplified summary of the factors identified in our research.

2 The Department of War is designated the Department of Defense under Public Law 81-216, National Security Act
Amendments of 1949.



Figure S.1. Two-Phased Conceptual Model of Factors
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Key Findings

In this report, we take the factors identified in Figure S.1 and apply them to eight country
cases, chosen for their diversity in terms of regional area, size and breadth of the involved DIB,
and particular factors at play. Further discussion of why these cases were chosen is available in
Chapter 2. Through this process, we identified trends in which factors emerged as critical in most
cases, which factors were rarely influential, and how these trends and factors might influence
U.S. strategy moving forward. Table S.1 summarizes our key findings from the eight case studies
and draws implications for U.S. policy. The “Phase 1” column outlines the phase 1 factors that
drove the purchasing country toward the capability purchase. The “Phase 2 column highlights
which phase 2 factors led to the purchase of that capability from that third-party supplying
country among all possible capability options. The “Implications for U.S. FMS Strategy” column
offers a brief summary of the implications of this case for U.S. FMS strategy moving forward.
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Table S.1. Major Factors Shaping Military System Purchases from Case Studies

Case Study

Phase 1 Factors

Phase 2 Factors

Implications for U.S. FMS
Strategy

The Philippines’
purchase of an
advanced
surveillance
radar system
from Japan

Poland’s
purchase of
light air combat
aircraft from the
Republic of
Korea

The
Netherlands’
purchase of a
multiple-rocket
launch system
from Israel

South Africa’s
purchase of
inshore patrol
vessels from
the Netherlands

Egypt's
purchase of
Gowind
corvettes from
France

Key motives were

¢ the perception of a growing
threat from China and the
Philippines’ recognition of its
defense vulnerabilities

e adesire to strengthen
Philippine ties with Japan,
increase awareness of the
Philippines’ territorial defense
situation, and improve
interoperability with Pacific
coalition allies.

Poland’s proximity to the Russia—
Ukraine war, its recognition of its
own vulnerabilities, and its desire to
improve regional security were key
motives, as were operational
considerations: improving
awareness of security situation and
addressing modernization needs.

Main considerations were proximity
to conflict and Dutch perceptions of
vulnerability, as well as operational
considerations: improving
modernization, interoperability, and
power-projection capabilities.

South Africa sought to maintain
autonomy and emphasize
nonalignment; the purchase was
driven by desire for greater domain
awareness and by domestic political
dynamics.

Egypt sought to address the
regional security issues posed by
the Israeli-Hamas war, to enhance
ties with a partner, and strengthen
its DIB.

Functionality, more than
cost or availability, was
the most important
consideration. Strategic
considerations were also
important.

Cost, functionality, and
availability were key
considerations. Strategic
considerations were also
important.

Cost, functionality, and
availability were key
considerations, as were
licensing incentives.
Strategic considerations
were also important.

Costs were critical, as
were licensing incentives
offered by the Dutch.
Strategic considerations
were also important.

Functionality, more than
cost or availability, was a
key consideration, as
were incentives to help
Egypt improve its
domestic manufacturing
base.

vii

The purchase represents an
opportunity for the United States
to expand a trilateral U.S.—
Japan—Philippines alliance,
crucial to securing broader U.S.
strategic interests.

The sale allows support of
Ukraine while maintaining
Poland’s readiness with as little
interoperability loss as feasible
on compressed timelines.

A technologically advanced U.S.
ally can provide alternatives to
U.S. systems to meet a partner’s
needs, and production licensing
can enable both an ally’s
autonomy and interoperability
with North Atlantic Treaty
Organization partners.

The selection of a third-party
supplier with a close relationship
with the United States is
reasonably compatible with U.S.
interests and might be appealing
to purchaser countries that are
seeking to avoid aligning
themselves with the United
States.

The United States did not have
a valid option to offer Egypt.
French-supplied corvettes
allowed Egypt to buy a Western
system instead of a Russian
one. Partnering with third-party
allies in cases in which the
purchaser maintains a stronger
defense relationship with that
ally is likely advantageous for
U.S. interests.



Implications for U.S. FMS

Case Study Phase 1 Factors Phase 2 Factors Strategy

Pakistan’s Pakistan had a variety of Cost, functionality, From an FMS global

purchase of motivations: responding to coercive availability, and competitiveness perspective,

uncrewed aerial signals and keeping pace with its incentives from Turkey there appears to be value in

vehicles from regional adversaries; strengthening were key factors. The commercially derived systems

Turkey ties with a partner while maintaining sale also helped Pakistan that can be rapidly fielded and
autonomy; increasing domain improve ties with Turkey. whose low cost enables them to
awareness and addressing be operationally relevant even in
modernization needs; and high-attrition environments.

responding to domestic political
dynamics and public concerns.

The UAE’s The UAE had a variety of motives:  Availability was the key The Defense Security
purchase of its proximity to regional conflict and factor, although cost, Cooperation Agency should
light attack perception of its vulnerabilities; functionality, and consider supporting partners
aircraft from concern for its role in territorial incentives were also pursuing non-U.S. solutions
China disputes; a desire to increase important. Strategic when the United States is not
domain awareness and modernize  considerations included  positioned to offer a solution and
its forces; maintaining strategic diversifying the UAE’s the purchaser will seek the
autonomy; and responding to fixed-wing training fleet capability from a geopolitical
domestic political dynamics and and diplomatic signaling. competitor and harm U.S.
increasing national prestige. interests.
India’s India’s motivations included Functionality, more than  The UK can support U.S.
purchase of concerns about regional power cost or availability, was a objectives (deterring China)
close air- balance and border tensions, a key consideration, along  when the United States cannot
defense need for lightweight and easily with the satisfaction of fulfill India’s Self-Reliant India or
systems from deployable air defense systems, the India’s domestic technology transfer demands.
the UK promise of codevelopment that requirements in terms of ~ Additionally, there is no
addressed its self-reliance efforts, coproduction and evidence that coproduction will
and an interest in strengthening its  codevelopment. reduce U.S. chances of selling
bilateral cooperation with the UK. similar systems, given India’s

large needs and its procurement
from multiple sources.

NOTE: UAE = United Arab Emirates.

Each case offers its own nuanced implications for broader strategies moving forward—but
several additional trends emerged in multiple cases. First, incentives and offsets are playing a
growing role in the weapon marketplace. Offset is defined as an additional benefit or obligation
attached to the purchase of a capability, usually serving as an inducement to purchase that
capability, and a significant portion of our cases involved the use of offsets, either directly tied to
the capability or through more-flexible external incentives. For example, more—technologically
advanced allies might be more willing than less—technologically advanced allies to pursue
codevelopment or technology transfer with countries that crave more-autonomous development.
An ally that has a long-term relationship with a purchaser might be more able than newer allies
to provide domestic employment or training. As weapon decisions increasingly require outside
inducements, U.S. strategy would benefit from innovative thinking about which allies might be
best positioned to provide the most-attractive incentives. The framework laid out can help
analysts identify the variety of factors that are contributing to partner decisions and understand
the factors that motivate foreign partners’ acquisition decisions. It can also help analysts
understand the interaction between security, political, strategic, and economic factors that are at
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the root of partners’ preferences. This analytical framework can help the United States become
more anticipatory of partner needs and preferences and make more—fully informed decisions
about whether and in which cases it is consistent with U.S. interests to advocate for and
encourage partners to seek out third-party suppliers.
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Chapter 1. Introduction

A Changing Global Defense Market

The export of arms to international partners is a core component of U.S. foreign policy and a
key element of U.S. Department of War (DOW) security cooperation (SC).> However, changes
in the strategic environment and global defense marketplace?* are giving rise to new trends and
creating a more complex landscape in the international transfer of arms. Conflicts and instability
in Europe, the Middle East, and the Indo-Pacific are motivating U.S. allies and partners to
reassess their capability needs, with increased urgency.® Rapid technological changes are making
some defense capabilities cheaper and more accessible through increased integration of
commercial components.® A wide variety of industrial cooperation mechanisms are making the
global defense export market both more competitive and more interdependent. Many countries
have a growing desire to increase their own strategic autonomy; this is apparent as states
explicitly prioritize transfers of technology to support defense indigenization and other
mechanisms to support long-term development of domestic defense capabilities in new defense
purchase agreements.’

Although the U.S. defense industrial base (DIB) remains the dominant player in this evolving
strategic environment, the Defense Security Cooperation Agency (DSCA) Foreign Military Sales
(FMS) group has acknowledged vulnerabilities in its comprehensive review and has highlighted
pressure points. It is clear from the changes in partner needs and priorities that there will be
circumstances in which the United States might be unable to meet sudden spikes in global
demand.® However, there is a more pronounced operational imperative associated with U.S.
allies and partners being equipped with combat-credible capabilities.” The core concept of the

3 The Department of War is designated the Department of Defense under Public Law 81-216, National Security Act
Amendments of 1949.

4 North Atlantic Treaty Organization (NATO), “NATO Industrial Capacity Expansion Pledge,” July 10, 2024;
Stockholm International Peace Research Institute (SIPRI), SIPRI Arms Transfers Database, undated-a (queried
trends in international arms transfers in 2023); U.S. Defense Innovation Board, Optimizing Innovation Cooperation
with Allies and Partners, 2024; David Vergun, “DOD Integrates Its Industrial Base with Allies, Partners,” U.S.
Department of Defense, August 9, 2024.

3 U.S. Department of Defense (DoD), “Department of Defense Unveils Comprehensive Recommendations to
Strengthen Foreign Military Sales,” press release, June 13, 2023c.

6 NATO, 2024; U.S. Defense Innovation Board, 2024; Vergun, 2024.

7 This phenomenon is discussed further in the cases presented in this report, especially the India—United Kingdom
(UK) case described in Chapter 10.

$ DoD, 2023c.
° DoD, “Fact Sheet: 2022 National Defense Strategy,” March 28, 2022.



2022 National Defense Strategy, integrated deterrence, includes “developing and combining our
strengths to maximum effect, by working seamlessly across warfighting domains, theaters, the
spectrum of conflict, other instruments of U.S. national power, and our unmatched network of
Alliances and partnerships.”!? To continue implementing the National Defense Strategy, the
United States must become increasingly anticipatory of partners’ defense needs, including
identifying situations in which U.S. solutions will meet those needs, and situations in which the
United States might not, in which case a third-party supplier might be optimal.

Understanding how and why partners turn to third-party suppliers and under which
circumstances those decisions are consistent with U.S. interests is an important objective. This
report offers a framework exploring the different motivations at play when countries select
particular capabilities from particular exporters. We present a series of case studies illustrating
examples of the selection of non-U.S. suppliers, and we explore the different considerations that
led to those decisions. In this report, we explore the factors that shape the decision to acquire
military capabilities and discusses the significance of the more-practical considerations that lead
countries to balance different trade-offs among cost, function, timelines for delivery, and other
incentives to select a specific supplier and system.

In this report, we explore two fundamental questions:

e What factors do allies and partners consider when they are making their capability
purchasing decisions?

e How can understanding these factors help inform a U.S. strategy that more fully
leverages foreign DIBs to meet the capability requirements of allies and partners?

Methods

To address these questions, we employed mixed methods: both a quantitative examination of
third-party suppliers and procurement trends, using large datasets, and a qualitative examination
of third-party suppliers, using broader, qualitative measures. Using these combined approaches,
we developed the framework presented in Chapter 2 and assessed the case studies of third-party
weapon purchases. Case studies were selected in an effort to achieve diversity across the
following variables: geographic region, type of capability being purchased, and types of DIBs
involved (established, emerging, and niche). Cases were also selected to explore the variables
shaping allies and partners’ selection of non-U.S. solutions, such as geostrategic threat
environment, the importance of offsets, and sales to countries that might be unwilling to
purchase from the United States or to which the United States might be unwilling to sell. The
cases ultimately chosen are shown in Table 1.1.

19 DoD, 2022, p. 2.



Table 1.1. Case Studies

Seller Buyer Purchase

Japan Philippines Advanced surveillance radar
ROK Poland FA-50 light attack aircraft
Israel Netherlands MRL defense
Netherlands  South Africa Patrol vessels
France Egypt Corvettes

Turkey Pakistan UAVs

China UAE Light attack aircraft

UK India Close air defense

NOTE: MRL = multiple-rocket launch; ROK = Republic of Korea;
UAE = United Arab Emirates; UAV = uncrewed aerial vehicle.

Further discussion of the merits and benefits of each case is provided in Chapter 2.

On the quantitative side, the research team used publicly available data from widely
accessible sources that cover all countries or nearly all countries in the past ten years. This
includes a variety of data sources, including SIPRI Arms Transfers Database trade registry data
(2012-2022),!! International Institute for Strategic Studies Military Balance data,'? Varieties of
Democracy (V-Dem) democracy data,'® Erik Voeten’s United Nations (UN) Security Council
voting data,'* and Transparency International’s Corruption Perceptions Index.!> The most-
important data for tracking relationships over time were the SIPRI Arms Transfers Database
trade registry data and the Military Balance procurement data. Qualitative research was more far
reaching and included contemporary newspaper articles, existing interviews, and government

1 SIPRI, undated-a.
12 International Institute for Strategic Studies, “Military Balance Database,” last updated 2023a.

13 Daniel Pemstein, Kyle L. Marquardt, Eitan Tzelgov, Yi-ting Wang, Juraj Medzihorsky, Joshua Krusell, Farhad
Miri, and Johannes von Romer, The V-Dem Measurement Model: Latent Variable Analysis for Cross-National and
Cross-Temporal Expert-Coded Data, University of Gothenburg, Department of Political Science, Varieties of
Democracy Institute, working paper series 2023:21, 9th ed., March 2024.

14 Erik Voeten, “Data and Analyses of Voting in the United Nations: General Assembly,” in Bob Reinalda, ed.,
Routledge Handbook of International Organization, Routledge, 2013 (updated to 2023).

15 Transparency International, Corruption Perceptions Index, database, undated. All datasets have their pros and
cons, and we briefly recognize the limitations of the data used here:

e SIPRI, being entirely open source, might be limited by how it scopes exchanges and classification
concerns.

e The V-Dem measure we used was electoral democracy, but democracy is a broad concept in the
literature.

e Transparency International’s corruption measure is based on the perceptions of experts.

e  Weused Voeten’s UN Security Council roll call data to look at alignment between the third-party
supplier and the United States as a measure of foreign policy alignment, and it is an imperfect proxy.



reports or agreements. Primary sources included offset information,'® defense cooperation
agreements, memorandums of understanding (MOUs), and other reports discussing procurement
and transfer policy for both third-party suppliers and purchasers.

Our research offers a nuanced view of the factors that drive weapon capability acquisitions.
Rather than assuming that most weapon purchases are purely driven by the cost considerations or
based on assessments of the capability’s technical function, we recognize that there is often a
complex mixture of factors leading to any particular purchasing decision. We do not attempt to
adjudicate which factor was most decisive in contributing to the capability purchase decision in
each case. Furthermore, we have not attempted to create a standardized metric framework: Many
of these metrics would be difficult, if not impossible, to directly compare across cases, and
sometimes metrics interact in nuanced ways.!” Thus, we have identified multiple factors as
important, rather than selecting any single key factor for each case. Further interviews,
consultation of additional sources, or inclusion of additional data sources would likely shed light
on the motivations of the country actors discussed in our cases. Interviews with decisionmakers
who can shed light on internal deliberations, including processes and the interactions between
stakeholders in different national contexts, especially, might be a fruitful next step for this
research.

Case Study Selection

In consultation with our study sponsor, we reviewed candidate case studies that would help
us illustrate the framework and help us better understand why certain countries make certain
acquisition decisions that lead to procurements from non-U.S. suppliers. Case studies were
selected to achieve diversity across the following variables: geographic region, type of capability
being purchased, and types of DIBs involved (established, emerging, and niche). Cases were also
selected to explore the variables shaping allies’ and partners’ selection of non-U.S. solutions and
consider how these cases can help inform a strategy that more fully leverages foreign DIBs to
meet allies’ and partners’ capability requirements. Case selection is summarized in Table 1.2,
with explanations for the benefits and interesting nuances of each case. For each case, we
identified which phase 1 and phase 2 factors were influential and provided evidence of the
influence of these factors.

16 An offset is defined as an additional benefit or obligation attached to the purchase of a capability, usually serving
as an inducement to purchase that capability. In weapon purchasing, these can be direct offsets, such as domestic
subcontracting, training, or technology transfer, or indirect offsets, such as further investment elsewhere, training
unrelated to the capability itself, credit assistance, or technology transfer unrelated to the capability itself.

7 For example, cost was a significant factor, as was function, in our South African patrol boat purchasing case, with
function driving South Africa toward purchasing a capability that was the cheapest in a certain category—but not the
cheapest overall. Thus, if we were comparing purely on whether the cost was the lowest, we would say that cost was
unimportant—when it was actually quite important, but only through the lens of function.



Table 1.2. Case Study Selection

Defense Area of Supplier

Parties Capability Responsibility DIB What the Case Shows

The Philippines Radar USINDOPACOM Niche The role of arms transfers in geostrategic

and Japan relationships; the importance of offsets and
creative incentives in purchasing decisions

Poland and the  Fighters USINDOPACOM and Emerging  The pressure of conflict in driving changes in

ROK USEUCOM purchasing patterns; the importance of
availability of capabilities

The Netherlands Rocket USCENTCOM and Niche The nuanced subject of interoperability

and Israel artillery USEUCOM between three countries; the importance of
the technological niches of technologically
advanced third-party allies

South Africa and MMIPVs USEUCOM and U.S. Niche Sales to a country that might be unwilling to

the Netherlands Africa Command purchase from the United States, while
maintaining interoperability

Egypt and Corvettes USEUCOM and Established Sales to a country to which the United States

France USCENTCOM might be unwilling to sell, with stronger ties to
technologically advanced third-party allies

Pakistan and UAVs USCENTCOM Emerging  The increasing importance of sovereign

Turkey capability development (supplier), the rise of

more expendable, exportable and
commercially derived capabilities

The UAE and Training and USINDOPACOM and Established Why an ally or partner might choose to

China light combat USCENTCOM purchase from an adversary
The UK and Air defense USEUCOM and Established Established the increasing importance of
India USINDOPACOM sovereign capability development

(purchaser); why an ally or partner might
choose not to purchase from an adversary

SOURCE: Features information from DoD, “Combatant Commands,” webpage, undated-b.
NOTE: MMIPV = multimission inshore patrol vessel (IPV); USCENTCOM = U.S. Central Command; USEUCOM =
U.S. European Command; USINDOPACOM = U.S. Indo-Pacific Command.

Organization of This Report

In this chapter, we offered a brief introduction of our work, our methods, and the major
limitations of our methods and sources. In Chapter 2, we explain the underlying framework that
we created to capture different categories of motivation for acquisition of capabilities. Chapters 3
through 10 describe the acquisition decision cases, using the framework as a foundation for
explaining factors that drove system purchases. In Chapter 11, we summarize the findings of the
research and describe their implications for U.S. policy.



Chapter 2. Theoretical Framework and Case Study Selection

Developing a Theoretical Framework of Defense Acquisition
Decisionmaking

This theoretical framework was developed to serve several purposes. It connects the research
questions this study was designed to explore with existing pertinent research literature and
established theories that seek to explain state behavior. It integrates various theories that seek to
explain the central research questions of “What factors drive allies and partners to acquire new
military capabilities, and what factors are considered when they are making their capability
purchasing decisions?” Having integrated these theories, the framework then serves as a basis for
comparing our case studies referencing common factors.

The contents of the typology bring together a variety of theories and associated concepts that
are distributed across major schools of thought in international relations (IR), including
defensive and offensive realism,!® balance-of-power theory,!® security dilemmas and arms
races,?’ deterrence theory,?! and patterns of alliance formation.??

We began by identifying the key concepts in the questions our research sought to address.
We identified theories that best explain the relationship between key variables and targeted our
literature review to explore the elements of existing theories that are most closely related to
military capability acquisition. The specific theories and concepts that were used to formulate
“factors” as shown in the framework are discussed at greater length in the “Phase 1 Framework
Factors” section, with examples used to illustrate how we envision categorizing real-world
events. The research framework additionally draws on reviews of ongoing and historical military
sales between countries, discussions with RAND subject-matter experts, and analysis of previous
RAND research, leveraging interviews with foreign defense officials. The framework was
developed iteratively; through discussion and experimentation, factors were refined, simplified,

18 See Patrick James, Realism and International Relations: A Graphic Turn Toward Scientific Progress, Oxford
University Press, 2022; and Jack L. Snyder, Myths of Empire: Domestic Politics and International Ambition, Cornell
University Press, 1991. See also Harald Edinger, “Offensive Ideas: Structural Realism, Classical Realism and
Putin’s War on Ukraine,” International Affairs, Vol. 98, No. 6, November 2022.

19 Zhengyu Wu, “Classical Geopolitics, Realism and the Balance of Power Theory,” Journal of Strategic Studies,
Vol. 41, No. 6, 2018.

20 Toby J. Rider, “Arms Races: An Assessment of Conceptual and Theoretical Challenges,” Oxford Research
Encyclopedia of Politics, Oxford University Press, 2017; Shiping Tang, “The Security Dilemma: A Conceptual
Analysis,” Security Studies, Vol. 18, No. 3, 2009.

21 Michael J. Mazarr, Understanding Deterrence, RAND Corporation, PE-295-RC, 2018.

22 Stephen M. Walt, “Alliance Formation and the Balance of World Power,” International Security, Vol. 9, No. 4,
Spring 1985.



and moved around to reflect thematic alignment. The framework is treated throughout this report
as a series of hypotheses that will likely be further refined over time, through application to a
broader variety of cases. The process for developing the framework drew on theory-building
principles.?* We focused on the phases of conceptualization and operationalization.
Conceptualization focuses on defining concepts, organizing them, and defining the boundaries
between them; the operationalize phase connects the theoretical framework to practice. The case
studies are used to operationalize the framework but illustrate that different examples of state
decisionmaking highlight the relevance of different theories. Our framework is intended to
function as a resource in the analytical task of exploring the full spectrum of factors that shape
the states’ decisions to seek out new military capabilities by highlighting compelling factors in
the selection of specific defense solutions and suppliers to address both military and nonmilitary
objectives.

Phase 1 factors, as discussed above, are derivative of foundational IR theories. For example,
threat perception draws both on defensive realism, which asserts that states develop and
implement policies and programs primarily to promote security through a defensive approach,?*
and on offensive realism, which asserts that states’ programs and policies are aimed not only at
promoting security but also at increasing their power to dominate the international system and
that the international system favors expansionism.?

This theoretical framework, summarized in Table 2.1, explores what we refer to as phase 1
factors in shaping decisions in what we envision as a two-phase process. The factors in the table
contribute to a state’s decision to acquire a military capability. We developed a matrix diagram
to facilitate analysis across two axes and to illustrate the factors identified across the horizontal
TOW.

23 Richard A. Swanson and Thomas J. Chermack, 7’ heory Building in Applied Disciplines, Berrett-Koehler
Publishers, 2013.

24 Jeffrey W. Taliaferro, “Security Seeking Under Anarchy: Defensive Realism Revisited,” International Security,
Vol. 25, No. 3, Winter 2000-2001.

23 John J. Mearsheimer, The T ragedy of Great Power Politics, W. W. Norton, 2014.



Table 2.1. Phase 1 Framework

2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations  Considerations
A. Insecurity Coercive signals Fear that Desire to divest Public opinion
capability from a rival or territorial defense

acquisition leads  pariah state
to provocation

B. Environment  Proximity to Arms race, Geopolitical
armed counterarming, or transition and
aggression security dilemma regional requirements
integration
C. Commitments Addressing Keeping pace Desire to Interoperability
vulnerabilities with regional strengthen ties
peers with an ally or integrate with a
partner through
capability
acquisition
D. Ambitions Collective Role of territorial Desire to Extend power
security disputes, frozen  maintain strategic protection
guarantees and conflicts, and autonomy

regional security contested areas
architecture

Addressing gaps
and modernization

and the ability to

Domestic
economic enablers
and constraints

Domestic

industrial interests
and industrial base
development

Status, prestige,
and national pride

NOTE: Numbers and letters associated with typology factors do not reflect prioritization or ranking but are listed to

facilitate identifying the factors in shorthand.

In Table 2.1, the vertical column on the far left is organized from what we conceptualize as

starting with relatively defensive or “inward-facing” considerations. The list starts with A,

insecurity, moving to a progressively outward focus in B, environment, and C, commitments,

characterized by regional dynamics. Finally, D, ambitions, is the most outward-oriented, an

offensive category characterized by states’ motivations that are most related to shaping and

defining the security environment, whether unilaterally or through regional architectures:

e Insecurity draws from the theoretical basis found in classical and neorealist thought, in
which states are motivated primarily by the need to ensure their own survival in an
anarchic international system. Internal insecurity and immediate external threats lead
states to adopt defensive postures. The focus of these interactions is on sovereignty,
regime security, and internal cohesion. Decisions are more reactive than proactive.

e Environment draws from neoclassical realism in regional security complex theory,?® in
which a state’s behavior is shaped by the immediate strategic environment and in which
neighbors, geography, and regional threats are the most-prominent drivers. This lens
includes reactive behavior to the external context, such as balance-of-power dynamics,
regional arms races, or territorial disputes. This level is largely defensive but more

26 Barry Buzan and Ole Waver, Regions and Powers: The Structure of International Security, Cambridge

University Press, 2003.



outward-looking than insecurity, with the focus on immediate external threats and the
implication of regional dynamics.

e Commitments draw their bases from liberal institutionalism and theories of alliance
formation,?” explaining that, as a state becomes more stable and more sophisticated in its
capabilities, it is likely to be more engaged in regional or global partnerships (e.g.,
security pacts, economic unions, or multilateral organizations) and to seek association as
a tool for managing its external relations and to reduce uncertainty. This reflects a desire
to shape the external environment rather than just react to it. The state seeks to project
influence and pursue interests by honoring or forming strategic commitments and
engaging in regional diplomacy.

e Ambitions, the most outward-facing, are shaped by theoretical bases of offensive
realism,?® constructivism, and role theory, in which a state increasingly seeks to define
and dominate the regional or global order. Motivations might include status-seeking,
hegemonic aspirations, or ideational goals, such as the export of political norms. This is
the most proactive and offensive category, with states aiming to shape or reshape the
security architecture around them.

Phase 1 Framework Factors

1. Threat Perception

The key determinants of a purchasing state’s threat perception are the extent to which the
state believes that aggressive intentions exist, proximity to the perceived threats, and how
vulnerable the state felt to the pressure of aggressive signals. One would expect a state with
heightened threat perceptions to be more eager to purchase military capabilities and expect it to
desire faster delivery of military capabilities it has purchased.

1.A. Coercive Signals

Various forms of aggressive state behavior short of armed invasion can signal aggressive
intent: territorial incursions, increased military activity or readiness “snap” exercises, movement
of forces, and various forms of harassment.?” In some cases, this aggression might be primarily
diversionary—deliberately crafted to distract from other malign activities. Scholars sometimes
distinguish diversionary aggression from “revisionist” aggression, in which the goal is to reshape
the strategic landscape.® Russia and China both employ a combination of diversionary and

27 william A. Gamson, “A Theory of Coalition Formation,” American Sociological Review, Vol. 26, No. 3, June
1961.

28 Glenn H. Snyder, “Mearsheimer’s World-Offensive Realism and the Struggle for Security: A Review Essay,”
International Security, Vol. 27, No. 1, Summer 2002.

29 Joannis Choulis, Marius Mehrl, and Kostas Ifantis, “Arms Racing, Military Build-Ups and Dispute Intensity:
Evidence from the Greek—Turkish Rivalry, 1985-2020,” Defence and Peace Economics, Vol. 33, No. 7, 2022.

30 Erin Baggott Carter, “Diversionary Aggression in Chinese Foreign Policy,” commentary, Brookings Institution,
January 22, 2019.



revisionist aggression.?! Various contextual and subjective factors shape how these signals are
interpreted and the extent to which they are perceived as threatening.>> When it overlaps with

escalation and keeps pace with regional powers, rapid militarization in the absence of explicit

clarifications of intent will also mostly likely be interpreted as a coercive signal of aggressive

Intent.

1.B. Proximity to Armed Aggression

Threat perception in international affairs is often theorized as a combination of a state’s
aggregate power (including economic), geographic proximity to an adversary state relative
military capability power, and aggressive intentions.*3 Proximity to armed aggression forces a
state to consider its own capabilities because it is likelier to be drawn into a conflict on its
borders.** Such proximity might also force a state to consider the risks and benefits of either
making concessions to the aggressor (bandwagoning) or strengthening defenses against the
aggressor (balancing), which some frontline states did when facing Russia’s 2014 annexation of
Crimea.*> Russia’s invasion of Ukraine in 2022 has resulted in a dramatically heightened threat
perception across all of Europe but particularly in the states that are geographically closest to
Russia. U.S. policy and strategy have responded to this sense of vulnerability with changes in
U.S. force posture to provide assurance and with increased resources for SC and assistance.*¢

1.C. Addressing Vulnerabilities

Related to and shaped by a state’s environment and feelings of insecurity, a state’s perception
of its own capabilities and vulnerabilities also contributes greatly to procurement strategy. A
partner or a competitor keenly aware of shortfalls in its own military can seek to correct these

31 Berzina Cerenkova Una Aleksandra, James Pamment, Vladimir Sazonov, Francesca Granelli, Sean Aday, Maris
Andzans, John-Paul Gravelines, Mils Hills, Miranda Holmstrom, et al., Hybrid Threats: A Strategic
Communications Perspective, North Atlantic Treaty Organization Strategic Communications Centre of Excellence,
2019; Brian E. Campbell, “Record-Setting Incursions into Taiwan’s Air Defense Identification Zone: The People’s
Republic of China’s Psychological Operations Designed to Erode US Support for Taiwan,” Journal of Indo-Pacific
Affairs, August 1, 2022.

32 Janice Gross Stein, “Threat Perception in International Relations,” in Leonie Huddy, David O. Sears, and Jack S.
Levy, eds., The Oxford Handbook of Political Psychology, 2nd ed., Oxford University Press, 2013. For examples
applied to adversary states, see Seok Joon Kim, “Assessing China’s Intentions,” Journal of International and Area
Studies, Vol. 27, No. 1, 2020; and Sebastian Rosato, “The Inscrutable Intentions of Great Powers,” International
Security, Vol. 39, No. 3, 2015.

33 James, 2022; Walt, 1985.

34 Kyle A. Joyce and Alex Braithwaite, “Geographic Proximity and Third-Party Joiners in Militarized Interstate
Disputes,” Journal of Peace Research, Vol. 50, No. 5, September 2013.

33 Keir Giles, What's Next for Russia’s Front-Line States? U.S. Army War College Press, 2019.

36 Jim Garamone, “President Biden Announces Changes in U.S. Force Posture in Europe,” press release, U.S.
European Command, June 29, 2022.
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weaknesses or find alternative solutions to fill gaps.’” This perception might not always be
purely rational, though—it can be shaped by a myriad of factors, including its geography,
military capabilities, economic strength, and political stability.’® Certain internal factors can
exacerbate perceptions of vulnerability and push a country to adopt more-aggressive
procurement efforts.>® Prior to Russia’s invasion of Ukraine in 2022, RAND research and
wargames on the Baltic region demonstrated that the Baltic states were aware of their military
weaknesses and had, as a result, invested in a broader, civilian-based resistance, were a conflict
scenario to unfold.*

1.D. Collective Security Guarantees and Regional Security Architectures

Regional security architectures and collective security agreements are likely to mitigate
threat perception and provide assurance based on their deterrent value and on calculations of
collective capabilities. To a certain extent, NATO members determine their capability
acquisition on NATO capability targets that explicitly recognize the collective nature of the
security guarantee. These targets are intended to distribute the burden of defense across members
and create efficiencies for collective security. Non-NATO members (especially those with
geographic proximity to Russia) are broadly acknowledged to perceive heightened vulnerability
to aggression. This has been referred to as a deterrence gap.*' A state that has an explicit security
arrangement with a stronger power might forgo directly acquiring some defense capabilities
based on the confidence that they can rely on these security guarantees. Japan’s long-standing
alliance with the United States has allowed Japan to rely on U.S. military capabilities for security
guarantees, thus reducing the need and desire for domestic defense spending.*> These defense
commitments also likely encourage purchasing with interoperable or interorganizational partners.

37 Michael S. Chase, Jeffrey Engstrom, Tai Ming Cheung, Kristen Gunness, Scott W. Harold, Susan Puska, and
Samuel K. Berkowitz, China’s Incomplete Military Transformation: Assessing the Weaknesses of the People’s
Liberation Army (PLA), RAND Corporation, RR-893-USCC, 2015.

38 Stein, 2013.

39 Mark C. Suchman and Dana P. Eyre, “Military Procurement as Rational Myth: Notes on the Social Construction
of Weapons Proliferation,” Sociological Forum, Vol. 7, No. 1, March 1992.

40 Anika Binnendijk and Marta Kepe, Civilian-Based Resistance in the Baltic States: Historical Precedents and
Current Capabilities, RAND Corporation, RR-A198-3, 2021.

4! Romania Ministry of National Defence officials, interview with the authors, July 2023.

42 Michael J. Mazarr, Derek Grossman, Jeffrey W. Hornung, Jennifer D. P. Moroney, Shawn Cochran, Ashley L.
Rhoades, and Andrew Stravers, U.S. Major Combat Operations in the Indo-Pacific: Partner and Ally Views, RAND
Corporation, RR-A967-2, 2023; Michael D. Swaine, Nicholas Eberstadt, M. Taylor Fravel, Mikkal Herberg, Albert
Keidel, Evans J. R. Revere, Alan D. Romberg, Eleanor Freund, Rachel Esplin Odell, and Audrye Wong, Conflict
and Cooperation in the Asia-Pacific Region: A Strategic Net Assessment, Carnegie Endowment for International
Peace, April 2, 2015.
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2. Regional Power Balance and Escalation Dynamics

Capability acquisition decisions are heavily shaped by regional dynamics. Every decision is a
balancing act for the purchasing state, between deterrence and provocation, vulnerability and
escalation. Every state has internal or external capability gaps, and the signals that filling those
gaps would send to nearby states require a careful balance.

2.A. Fear That Capability Acquisition Leads to Provocation

States are often navigating between the desire to deter and the desire to avoid provocation. In
some contexts, the capabilities required to achieve domain awareness might qualify as a minimal
deterrent to the extent that they can prevent or at least discourage opportunistic aggression and
might serve as the lowest-risk acquisition in that they are unlikely to directly provoke a regional
aggressor.®3 For example, Japan stopped further development of Aegis Ashore, a missile defense
system, at least partially to avoid antagonizing China.** This might also encourage seeking
weapons from partners that are less likely to trigger aggressive action from close neighbors, or
seeking a balance of suppliers in weapon purchases, as noted in the discussion of factor 3.D, a
desire to maintain strategic autonomy.

2.B. Arms Races and Security Dilemmas

Procuring and acquiring new systems and equipment can be inspired by matching capability-
building in the state’s immediate proximity.*> In turn, this creates a spiral phenomenon in which
building capacity domestically also encourages neighbors to build capacity, by contributing to a
sense of insecurity.*® In IR theory, an uncontrolled arms race makes conflict likelier, either
because of a possible preemptive attack or because of the impossibility of maintaining
deterrence.?’

The relationship between Morocco and Algeria, the two largest arms importers in Africa,*
represents one example of a dynamic characterized by tension and competition. (Several other
factors discussed in the framework, including territorial disputes and strategic alignment, also

43 Thomas G. Mahnken and Grace B. Kim, Deterrence by Detection: Using Surveillance to Pre-Empt Opportunistic
Aggression, North Atlantic Treaty Organization Defense College, Policy Brief 01-21, updated January 21, 2024.

44 Michael Unbehauen and Christian Decker, ] apan Cancels Aegis Ashore: Reasons, Consequences, and
International Implications,” Journal of Indo-Pacific Affairs, Vol. 3, No. 4, Winter 2020.

43 paul D. Senese, “Geographical Proximity and Issue Salience: Their Effects on the Escalation of Militarized
Interstate Conflict,” Conflict Management and Peace Science, Vol. 15, No. 2, Fall 1996.

46 Toby J. Rider, “Arms Races: An Assessment of Conceptual and Theoretical Challenges,” Oxford Research
Encyclopedia of Politics, Oxford University Press, 2017.

47 Robert Jervis, “Cooperation Under the Security Dilemma,” World Politics, Vol. 30, No. 2, January 1978; Evan
Braden Montgomery, “Breaking Out of the Security Dilemma: Realism, Reassurance, and the Problem of
Uncertainty,” International Security, Vol. 31, No. 2, Fall 2006.

48 Zain Hussain and Alaa Tartir, “Recent Trends in International Arms Transfers in the Middle East and North
Africa,” backgrounder, Stockholm International Peace Research Institute, April 10, 2025.
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underpin and shape the dynamics of this arms race.*’) The intense competition between the two
powers, and the political positions that other powers have taken on the territorial dispute, have
had direct implications for arms deals. For example, Israel has recognized Moroccan sovereignty
over Western Sahara, which has deepened ties between the two countries. Greece and Turkey
present another situation in which the tensions between neighboring countries contribute to an
arms race and are shaping procurement decisions in both states.>’

2.C. Keeping Pace with Regional Peers

Defense procurement and arms acquisition can also follow regional trends as a benchmark.
Instead of following from an adversarial threat or an opportunity, these acquisitions are
motivated by a country’s comparison of its strength and equipment to those of neighboring
powers. This might also be shaped by concerns about modernization and obsolescence of
equipment, which is especially true for longer-term force planning, such as procuring new-
generation air fighters.>! An example of this factor is illustrated in the choice that many
European countries have made to procure the F-35 air fighter rather than older European systems
and despite the little added deterrent value it brings to a country.>?

2.D. The Role of Territorial Disputes, Frozen Conflicts, and Contested Areas

One body of scholarship in international affairs highlights the role of territorial disputes as
the single most significant cause of conflict in modern warfare.’® Recurring war and military
incidents over a disputed territory can also motivate a state to acquire specific capabilities to
increase leverage in its ongoing territorial struggles.’* Examples of procurement decisionmaking
affected by this factor are rampant across the former Soviet space because numerous borders are
disputed.>® Changing dynamics in power balances can also affect the stability of a ceasefire. For
instance, the continued disputes between Armenia and Azerbaijan over the unrecognized
Nagorno-Karabakh Republic has led to continuous military buildup.’® Other contested territorial

49 Anthony Dworkin, North African Standoff: How the Western Sahara Conflict Is Fuelling New Tensions Between
Morocco and Algeria, policy brief, European Council on Foreign Relations, April 8, 2022; Agnes Helou, “In North
Africa, a Fighter Jet Arms Race, with Russia and the US on Either Side,” Breaking Defense, July 5, 2022c.

>0 Asiye Tiitiincii and Burak Sahing6z, “Arms Race Between Turkey and Greece: Time-Varying Causality
Analysis,” Sosyoekonomi, Vol. 28, No. 45, 2020.

31 peter Felstead, “The F-35 in Europe: A New Way of Flying,” European Security and Defence, July 25,2023.
32 Peter Hille, “F-35: Why Germany Is Opting for the US Stealth Bomber,” Deutsche Welle, March 16, 2022.

>3 Michael P. Colaresi and William R. Thompson, “Alliances, Arms Buildups and Recurrent Conflict: Testing a
Steps-to-War Model,” Journal of Politics, Vol. 67, No. 2, May 2005.

>4 Jong Kun Choi and Yong-Soo Eun, “What Does International Relations Theory Tell Us About Territorial
Disputes and Their Resolution?” International Politics, Vol. 55, 2018.

33 «“post-Soviet Frozen Conlflicts,” per Concordiam, Vol. 4, No. 3, 2020.

%6 Laurence Broers, The Nagorny Karabakh Conflict: Defaulting to War, research paper, Royal Institute of
International Affairs, Chatham House, Russia and Eurasia Programme, July 2016.
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claims include several in the South China Sea (involving China, Brunei, Indonesia, Malaysia, the
Philippines, Taiwan, and Vietnam) and Western Sahara (Morocco and Algeria).’” These disputes
shape regional contexts in various ways, including by affecting the policies of other states that
are not direct disputants.>®

3. Strategic Competition, Alignment, and Nonalignment

Geopolitical influence can also play a large role in influencing states to seek capabilities or
encouraging states to divest from certain acquisition partners—this can create a desire to increase
or decrease external ties or to avoid entanglement via autonomy or balance alignment by seeking
out relationships with multiple partners.

3.A. A Desire to Divest from a Rival or Pariah State

A desire to reorient from a traditional security partner through divesting from its weapons
(for political, economic, or strategic reasons) might drive changes in acquisition behavior. This
can occur on either the customer or the supplier side of the relationship. For instance, in eastern
Europe, countries have progressively divested their Russia-origin weapons over the years
following the end of the Warsaw Pact, gradually replacing them with Western systems instead of
renewing some of their S-300s and other Russian systems they had in their arsenals.>® In some
cases, U.S. policies, whether positive incentives and funding®® or punitive actions (e.g.,
sanctions®!), have contributed to this transition. Mali is a counterexample to the trend away from
Russian weapons. Mali has chosen to divest from Western systems since the installation of the
anti-U.S. National Committee for the Salvation of the People into government. It procures
mainly Russian systems now that its Western suppliers have chosen to cut trade with the new
government.%?

3.B. Geopolitical Transition and Regional Integration

In some cases, decisions to procure capabilities come as responses to changing global
distributions of power, shifting geopolitical alignments, and are facilitated by various models of

37 Benjamin J. Sacks, The Political Geography of the South China Sea Disputes, RAND Corporation, PE-A2021-1,
October 2022.

>3 Kentaro Sakuwa, “The Regional Consequences of Territorial Disputes,” Journal of Asian Security and
International Affairs, Vol. 4, No. 3, December 2017.

3% Joe Gould, “Ukraine Military Seeks to Modernize Past Soviet Era,” Defense News, July 25, 2015,

60 For example, the U.S. Department of State’s (DOS’s) European Recapitalization Incentive Program, developed in
consultation with USEUCOM, is intended to speed the process of getting allied nations to replace Russian
equipment with Western systems.

61 public Law 115-44, Countering America’s Adversaries Through Sanctions Act, August 2, 2017.

62 pieter D. Wezeman, Katarina Djokic, Mathew George, Zain Hussain, and Siemon T. Wezeman, “Trends in
International Arms Transfers, 2023,” fact sheet, Stockholm International Peace Research Institute, March 2024.
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regional integration. Level of integration in the region can heavily affect the type of defense
relationships neighbors share—tight integration looks like the joint weapon purchase of the
European Union (EU)% and might encourage purchasing between shared allies or within the
network itself through aggregating demand, while more-diffuse multilateral arrangements, such
as the Association of Southeast Asian Nations, might have significantly less impact on defense
purchasing and allow increased purchase with region-external countries. In some contexts, this
integration takes the form of joint procurements through small groupings reflecting shared
objectives and priorities, sometimes referred to as minilaterals. The Visegrad Four (Czechia,
Hungary, Poland, and Slovakia) is a grouping that emerged in 1991 when the four nations were
seeking to join NATO. Leaders from the four countries have used the Visegrad format to address
their strategic objectives, collectively, in an effort to project greater influence in EU policy
debates than they could otherwise. In 2021, the four countries agreed to procure ammunition
jointly for their armed forces; in 2022, they agreed to provide the air defense of Slovakia until its
Lockheed F-16 fighters enter service. Slovakia is performing its air defense with Russian MiG-
29 fighter jets and, because of the conflict in Ukraine, Slovakia started to prepare early
decommissioning of the aircraft. Slovakia faced a lengthy wait for the delivery of the F-16
fighters.%

3.C. A Desire to Strengthen Ties with an Ally or Partner Through Capability Acquisition

In Beyond Military Power: The Symbolic Politics of Conventional Weapons Transfers,
Jennifer Spindel argued that states use weapon transfers to send political signals: “These signals,
based on the symbolic value of the weapon, clarify—to friend and foe alike—the extent and
depth of the states’ political relationship.”®® To improve diplomatic ties with an arms supplier, a
country can seek to acquire some of its capabilities with countries with which it hopes to
cooperate further in the future. For instance, a country’s participation in the U.S. FMS program
signals the country’s willingness to create more-meaningful ties between its defense
communities and the U.S. defense community.%® Reasons to strengthen ties through defense
procurement could be the expectation to improve future interoperability in anticipation of future

3 Laura Kayali, “EU Reaches Deal on Joint Weapons Purchases,” Politico, June 28, 2023a; Laura Kayali, “Brussels
Wants to Beat the Pentagon at Its Own Game on Arms Sales,” Politico, November 24, 2023b.

64 Czech Republic Ministry of Defence and Armed Forces, “Czech Armed Forces to Help Provide Air Defence
Coverage to Slovakia’s Airspace Starting September,” July 27, 2022.

65 Jennifer Spindel, Beyond Military Power: The Symbolic Politics of Conventional Weapons Transfers, dissertation,
University of Minnesota Department of Political Science, May 2018.

%6 Joseph R. Biden, “United States Conventional Arms Transfer Policy,” memorandum for the Secretary of State,
Secretary of the Treasury, Secretary of Defense, Secretary of Commerce, Secretary of Energy, Director of National
Intelligence, assistant to the President for national security affairs, National Security Memorandum 18, February 23,
2023.
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cooperative arrangements, secure defense supply chains through reliable partners,®’ improve
negotiation leverage for diplomatic issue linkage,%® or deepen ties because of cultural affinities.*’
As part of the broader SC agenda, FMS with European allies helps reassure U.S. allies in the
transatlantic area.’® In other instances, procurement with Western countries has served as a tool
of rapprochement after tensions, such as Turkey’s procurement strategy to warm up relations
with the West after tensions over its procurement of Russian systems.”!

3.D. A Desire to Maintain Strategic Autonomy

Procurement decisions often reflect deeper strategic goals of autonomy and nonalignment.
States might seek means of limiting external influence by seeking out self-sufficiency in their
defense procurement or might seek to balance the influence of competing powers by deliberately
diversifying their weapon suppliers.’”? India’s focus on developing domestic defense industries
has been driven largely by a desire to maintain strategic autonomy and avoid being hindered by a
binding alliance. Growing its military capability in terms of indigenous technology development
and increased self-reliance in defense production is recognized as an essential component of
that.”> Although this self-sufficiency has long been a priority in India (the Make in India
initiative, focused on the ease of doing business, was launched globally in September 2014),74
progress has fallen short of goals. In June 2023, the United States and India established a road
map for increased cooperation that says that both sides would endeavor to conclude a security-
of-supply arrangement (concluded in August 20247°) and a reciprocal defense procurement

67 Richard A. 1. Johnson, Decision-Making in the Arms of a Dependent Relationship: Explaining Shifts in Importer
Acquisition Patterns of Major Weapon Systems, 1955-2007, University of Strathclyde Department of Politics, circa
2019.

68 Robert Axelrod and Robert O. Keohane, “Achieving Cooperation Under Anarchy: Strategies and Institutions,”
World Politics, Vol. 38, No. 1, October 1985. Issue linkage, as described in the final section of this chapter, a
strategy whereby a country uses its leverage in one area of military cooperation (such as weapon sales) to influence
another country’s behavior on an unrelated issue, to extract concessions, or to achieve a diplomatic objective.

69 Caglar Kurg, “The Role of Culture and Politics in Arms Procurement,” paper for 16th Annual International
Conference on Economics and Security, July 2012.

70 Michael J. Mazarr, Nathan Beauchamp-Mustafaga, Jonah Blank, Samuel Charap, Michael S. Chase, Beth Grill,
Derek Grossman, Dara Massicot, Jennifer D. P. Moroney, Lyle J. Morris, Alexander Noyes, Stephanie Pezard,
Ashley L. Rhoades, Alice Shih, Mark Stalczynski, Melissa Shostak, David E. Thaler, and Dori Walker, Security
Cooperation in a Strategic Competition, RAND Corporation, RR-A650-1, 2022.

1 Burak Ege Bekdil, “Turkey Seeks to Repair Ties with Western Procurement Club, Defense News, June 6, 2022.
72 Jeff M. Smith, “Strategic Autonomy and U.S.—Indian Relations,” War on the Rocks, November 6, 2020.

73 Richard A. Bitzinger, “The Indian Defence Industry: Struggling with Change,” in Rajesh Basarur, Ajaya Kumar
Das, and Manjeet Singh Pardesi, eds., India’s Military Modernization: Challenges and Prospects, Oxford University
Press, 2013.

74 India Prime Minister’s Office, “Major Initiatives,” webpage, undated.

75 Konark Bhandari, “India Signs a Security of Supply Arrangement (SOSA) with the United States: What Can We
Expect?” commentary, Carnegie Endowment for International Peace, September 6, 2024.
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agreement at the earliest opportunity, which might support India’s long-term goal of defense
industrial development but might require some degree of compromise in strategic alignment.”®
The Indonesian Air Force is an example of an entity seeking diversity among suppliers as a
means of geopolitical balancing. To avoid being perceived as aligned to any single foreign power
and to avoid dependence on any single set of systems, Indonesia maintains air fighters that
originated in the United States, Russia, France, and the ROK.”” However, this balancing act has
caused challenges for Indonesia’s air force budget, which has been inflated to support
maintenance costs across various systems. Turkey’s interest in maintaining autonomy has led to
procurements of both Russian air-defense systems and U.S. and European fighters, causing
tensions with both Russia and the United States.”®

4. Operational Considerations

Purely rational considerations of operational needs also drive capability purchasing. Clear
gaps in capabilities, a growing need to project power, and a desire to get closer to allies in the
form of technical interoperability all drive significant amounts of acquisition purchasing.

4.A. Increasing Territorial Defense and Domain Awareness

In domain awareness and radar sensor capabilities, technological improvements tend to be
critical. Additionally, these systems tend to rely heavily on technological expertise, which some
countries might heavily rely on from partners abroad. For instance, Indonesia has expressed as a
priority for its weapon procurement the development of an effective domain awareness, given
both the large maritime space it holds and the lack of native expertise in developing command-
and-control (C2) technologies.” In the first-ever transfer of defense aid under Japan’s new
Official Security Assistance (OSA) framework, the Armed Forces of the Philippines will receive
$4 million worth of coastal surveillance radars for the Philippine Navy. The aid program will
transfer nonlethal equipment, such as patrol boats and radar systems, to the armed forces of
“like-minded countries.”®® A Japanese Ministry of Foreign Affairs release on the OSA
referenced the importance of enhancing the Philippines’ maritime domain awareness in

76 DoD, “Roadmap for U.S.—India Defense Industrial Cooperation,” June 5, 2023b.

77 Sakshi Tiwari, “With US F-15EX, Russian Su-30 and French Rafale Jets at Disposal, This Asian Power Looks to
Check China with Its Diverse Air Fleet,” EurAsian Times, August 29, 2023,

8 Stephen J. Flanagan, F. Stephen Larrabee, Anika Binnendijk, Katherine Costello, Shira Efron, James Hoobler,
Magdalena Kirchner, Jeffrey Martini, Alireza Nader, and Peter A. Wilson, Turkey’s Nationalist Course:
Implications for the U.S.—Turkish Strategic Partnership and the U.S. Army, RAND Corporation, RR-A2589-A,
2020.

79 Oishee Majumdar, “Thales, PT Len Partner for Indonesia’s New Air Surveillance Radars,” Defence Weekly, June
1,2022.

80 Aaron-Matthew Lariosa, “Japan Grants Security Assistance to the Philippines, Looks to Enhance Military
Cooperation,” U.S. Naval Institute News, November 9, 2023.
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relationship to monitoring the “important sea lanes” in the South China Sea and Luzon Strait.?!
Norway’s investment with the United States in the Arctic Satellite Broadband Mission was
driven largely by a shared desire to expand maritime domain awareness, an area that sees
constant and significant technological innovation with the rising need to use the space domain.*?

4.B. Addressing Gaps and Modernization Requirements

Decisions to acquire specific capabilities also appear to be driven by analysis that defense
capabilities are out of step with the strategic objectives or inadequate for the types of missions
anticipated. As new capabilities become available and gaps become more evident with aging
technology, countries must continue to purchase just to maintain the status quo of their power
and readiness. Although every defense budget is a clear example of this, it can be seen most
clearly in emerging technologies and country efforts to stay on the edge of military innovation.
Many countries in Europe are playing catch-up after long periods of underinvestment in their
militaries and have become especially focused on procuring capabilities that have demonstrated
their effectiveness in Ukraine’s defensive operations against Russia.®3 The urgency created by
the conflict has provoked questions about longer-term European approaches to procurement and
the reliance on foreign suppliers and the off-the-shelf products.’*

4.C. Interoperability and Ability to Contribute to a Coalition

In a military organization or alliance, member states often choose to select systems that will
improve their interoperability with other members. This helps improve the country forces’
coordination with other member states in military operation, exercises, and training but also
helps the forces seemingly integrate multinational battle groups thanks to common and
interchangeable equipment.®® An example is the F-35 across Europe: Some European powers,
such as Germany, have chosen to modernize their air fleets with the U.S. aircraft system because

81 Japan Ministry of Foreign Affairs, “Signing and Exchange of Notes for Official Security Assistance (OSA)
FY2024 Project to the Republic of the Philippines,” press release, December 5, 2024.

82 Sandra Erwin, “Space Force Delivers Final Payload for Space Norway’s Arctic Broadband Mission,” SpaceNews,
November 28, 2022.

83 SIPRI, “World Military Expenditure Reaches New Record High as European Spending Surges,” press release,
April 24, 2023.

84 France’s chief of defense staff said in an interview,

Off-the-shelf procurement can sometimes be a very relevant solution for a dilemma between the
immediate military need and budget constraints, especially when dealing with strategic stakes.
Whenever possible, we must choose the EU. When equipment exists, but the problem lies in its
price or in its manufacturing capabilities, it might be wise to group the purchases. It will then
enable European defence companies to face the industrial constraints thanks to economies of scale.
(Thierry Burkhard, “Ukraine War Confirms Need to Define a Long-Term Strategy to Ensure the
Defence of Europe,” interview, Furopean Defence Matters, No. 23, 2022, pp. 23-24)

85 Adam Lockyer, “The Logic of Interoperability: Australia’s Acquisition of the F-35 Joint Strike Fighter,”
International Journal, Vol. 68, No. 1, Winter 2012-2013.
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it is becoming dominant in the air fleets across NATO.% The F-35 has become a model of choice
for NATO members to better complement other air fleets in policing operations and exercises.?’

4.D. Extending Power Projection

The desire to target adversaries and supporting bases, beyond one’s own territory, with
precision and lethality and to operate effectively in contested environments can drive
modernizing militaries’ major acquisitions. The objective of power projection as a military
requirement determines which systems services buy and shapes the development of operational
concepts.®® Globally, relatively few militaries can effectively project power beyond their
territories. Key capabilities for power projection include fifth-generation aircraft, long-range
precision strike, sealift, and undersea warfare systems. The challenge of projecting power in
today’s strategic environment is leading to the emergence of new models for cooperation,
including AUKUS,? a trilateral defense agreement among Australia, the UK, and the United
States, and the Global Combat Air Programme, a multinational initiative led by the UK, Japan,
and Italy to jointly develop a sixth-generation stealth fighter.?® Both of these programs seek to
build on long-standing bilaterial relationships and shared defense interests to foster deeper levels
of cooperation and stimulate innovation and economic growth for participating nations. The
requirements for power projection place unique demands on DIBs; for this reason, allies are
seeking ways to build increasingly robust DIB ecosystems to develop and sustain the
sophisticated systems required to project power and credibly deter adversaries.”"!

5. Domestic Politics and Economic Considerations

Domestic considerations—political or economic—outside of basic operational considerations
also generally have significant impacts on acquisition decisions and overall budget availability
for increasing defense capabilities.

86 Barry Rosenberg, “The State of European Security Is About Procurement, Interoperability, and Air and Missile
Defense,” Breaking Defense, September 13, 2023.

87 Vivienne Machi, “How the F-35 Swept Europe, and the Competition It Could Soon Face,” Defense News,
September 4, 2022.

88 This point is made by Michael Mazarr of RAND in Michael J. Mazarr, “Toward a New Theory of Power
Projection,” War on the Rocks, April 15, 2020. See also David A. Ochmanek, Restoring U.S. Power Projection
Capabilities: Responding to the 2018 National Defense Strategy, RAND Corporation, PE-260-AF, 2018.

89 DoD, “AUKUS: The Trilateral Security Partnership Between Australia, U.K. and U.S.,” spotlight, undated-a.

90 Lucy Petrie, What Is the Global Combat Air Programme (GCAP)?” research briefing, House of Commons
Library, November 14, 2024.

1 Jim Garamone, “Karlin Says U.S. Can Support AUKUS Submarine Builds,” October 25, 2023.
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5.A. Public Opinion

Spending more in defense and, as a result, expanding and improving an arsenal could be the
fruit of public pressures and calls for a defense overhaul because of a growing external threat. By
pressuring legislators to increase the national security budget, the public can push a government
to procure foreign equipment to fill gaps. For instance, recent polling has indicated that Poland’s
public has reached near-consensus levels of perception of Russia’s aggressiveness.”? In parallel,
virtually every party has, in recent elections, pushed for unprecedented levels of defense
spending, which also corresponded to acquiring systems, such as U.S.-made long-range fires.”?
Populations can also act as a restriction on defense budget growth, such as restricting U.S.
defense spending in the later years of the Reagan era.”* Finally, in era of growing supplier
options, public opinion might factor significantly not only into decisions regarding overall levels
of defense spending but also more-specific policy decisions about the selection of suppliers,
particularly when human rights concerns are prominent or when national interests are perceived
to be at odds with the policies of procuring from specific arms suppliers.”>

5.B. The Relationship Between Economic Growth Fueling Defense Budgets and Political

Commitments to Spend

Economic growth expands a country’s budget and allows the country to spend more,
including on national defense.”® As a result, a country undergoing rapid economic transformation
might undertake more-ambitious defense modernization plans. In some instances, a country’s
force planning or international commitments could require it to expand its national defense
alongside economic growth. In the context of NATO, as a country increases its gross domestic
product (GDP), it must spend more on defense to continue meeting its Wales pledge of spending
2 percent of its GDP on defense.”” The nature of the causal relationship between economic
growth and military spending has been the subject of substantial debate.”®

92 Jacob Poushter, Christine Huang, and Laura Clancy, Spotlight on Poland: Negative Views of Russia Surge, but
Ratings for U.S., NATO, EU Improve, Pew Research Center, June 22, 2022.

93 U.S. Embassy and Consulate in Poland, “Poland Commits to Purchase of High Mobility Artillery Rocket System
(HIMARS),” February 20, 2019.

94 Thomas Hartley and Bruce Russett, “Public Opinion and the Common Defense: Who Governs Military Spending
in the United States?” American Political Science Review, Vol. 86, No. 4, December 1992.

95 According to polling undertaken by the EU in spring 2024, 71 percent of EU citizens agree that the EU needs to
reinforce its capacity to produce military equipment.

96 Benedict Clements, Sanjeev Gupta, and Saida Khamidova, “What Makes Military Spending Rise? It’s Economic
Growth—and What That Means for Future Geopolitics,” blog post, Center for Global Development, May 12, 2023.

97 Wales Summit Declaration, Issued by the Heads of State and Government Participating in the Meeting of the
North Atlantic Council in Wales, September 5, 2014. For an overview of NATO defense spending, see NATO
Public Diplomacy Division, “Defence Expenditure of NATO Countries (2014-2023),” press release, July 7, 2023.

o8 Bryan Rooney, Grant Johnson, and Miranda Priebe, How Does Defense Spending Affect Economic Growth?
RAND Corporation, RR-A739-2, 2021.
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5.C. Domestic Industrial Interests and Benefits to Domestic Economies

Because developing a native defense industry takes resources, time, and available workforce,
countries often choose to import all their defense equipment and maintenance because importing
is more practical and cost-effective than creating.”® As a result, procuring foreign weapons can
be motivated by developing a domestic civilian economy, which is especially true for smaller or
less inhabited nations. Before the creation of the Saudi Arabian Military Industries, challenges in
staffing and local manufacturing costs had pressured the Saudi authorities to concentrate defense
industry development on high-end equipment, such as UAV and C2 equipment.'? As a result,
Saudi Arabia had become dependent on procuring almost all of its defense equipment,
particularly the low-end capabilities, from abroad so it could focus on developing a high-end,

civilian-focused, domestic industry.!?!

5.D. Status, Prestige, and National Pride

The procurement of sophisticated and high-end defense equipment often serves purposes that
have little to do with this operational utility or the desire to deter an external threat. These
procurements tend to be expensive and have historically involved battleships, for instance.'??
Modernizing national defense by procuring foreign weapons is sometimes regarded as a source
of prestige and, in some cases, might also help secure a regime’s survival. For instance, since
taking power in 2014, President Abdel el-Sisi has concluded unprecedented arms deals with
major countries despite a third of Egypt’s population living below the poverty line, in order to
project power for his regime, among other reasons.'%?

Possible Quantitative or Qualitative Measures to Track These Factors

No perfect dataset exists that would well and completely accurately represent each of these
factors, especially not in the unclassified and open-source realm.!% Despite this, a few data
sources serve to proxy some of these factors. For example, larger geopolitical threat dynamics

99 Michael Brzoska, “The Impact of Arms Production in the Third World,” Armed Forces and Society, Vol. 15, No.
4, Summer 1989.

190 Albert Vidal, “Saudi Arabian Military Industries (SAMI): Fueling the Growth of Saudi Defense Industry,”
commentary, Gulf International Forum, undated.

101 Rawan Radwan, “How Saudi Arabia’s SAMI Is Driving the Localization of the Kingdom’s Defense Industry,”
Arab News, updated August 21, 2023.

102 Suchman and Eyre, 1992.

103 Khalil Al-Anani, “Sisi Intensifies Arms Imports to Secure External Support for His Policies,” Arab Center,
February 28, 2022.

104 Classified material is often qualitative, more difficult to reach than unclassified material, and less consolidated in
easily searchable areas. This means that using classified material for the more-quantitative measures would be
difficult if not impossible.
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106

can be examined through the lens of rapid GDP growth!® or military capability,!% especially the

107

growth of contiguous states.'”’ Contiguity is also an important threat measure if the partner or

108

ally has contiguity with a state that has an active militarized interstate dispute'”® or territorial

10 can also prompt

conflict.!% Adversary state participation in exercises, especially in proximity,
partner or ally desires to increase capabilities. On the other hand, multilateral organizations or
alliance membership might help to soothe threat concerns.!'! More qualitatively, public
statements around defense purchases, public defense strategies of U.S. allies and partners, public
opinion polling on military or military budgets, and previous discussion about FMS with the
United States can all be instructive. There is a rich universe of data that is waiting to be used—
directly or as proxies—for monitoring these factors. Monitoring these factors could be key to
positioning the United States to take advantage of future opportunities in third-party purchasing
and better predict where and when allies and partners might purchase from third-party suppliers.
The previous section explored the many overlapping factors and motivations that push
countries toward seeking new weapon capabilities. Now this chapter turns to what motivations
might affect the supplier that the purchasing country chooses to support. In Figure 2.1, we offer a
simplified diagram of these two types of factors. The funnel depicted on the right, in phase 2,
reflects various considerations in the decision process. It represents the intake of information and
balancing of trade-offs associated with various models and possible suppliers that must be
filtered through a complex decision process that ultimately narrows to settle on one decision.

105 World Bank Group, “GDP Per Capita (Current US$),” undated-a.

106 Michael Beckley, “The Power of Nations: Measuring What Matters,” International Security, Vol. 43, No. 2, Fall
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Vol. 60, No. 6, November 2023.
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Research, Vol. 47, No. 1, January 2010; Douglas M. Stinnett, Jaroslav Tir, Philip Schafer, Paul F. Diehl, and
Charles Gochman, “The Correlates of War Project Direct Contiguity Data, Version 3,” Conflict Management and
Peace Science, Vol. 19, No. 2, 2002.

109 paul K. Huth and Todd L. Allee, “Domestic Political Accountability and the Escalation and Settlement of
International Disputes,” Journal of Conflict Resolution, Vol. 46, No. 6, December 2002, with data updated by
Benjamin J. Appel of the University of California, San Diego, School of Global Policy and Strategy.
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Figure 2.1. Two-Phased Conceptual Framework of Factors
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Phase 2 factors address the more-practical and material decisions that lead to selection of
specific suppliers and products: cost, availability and delivery schedule, perceptions of quality,
and various incentives, such as financing and offsets (coproduction, technology transfer, and
localization agreements), determine these outcomes. Phase 2 factors were drawn more directly
from the observation of data from specific defense procurement deals, as well as public
statements about the selection of suppliers. There is limited scholarly research addressing the
question of how countries integrate strategic considerations with economic and other factors in
procurement decisions.'!?

Phase 2 factors also derive from reference to a wider variety of economic theories and
theories of organizational behavior. These decisions deal less directly and immediately with
security imperatives and threat mitigation and involve a broader variety of considerations
reflecting domestic policy and economic development objectives. Phase 2 factors are inherently
interdisciplinary. The exploration of how states cooperate in the development or procurement of
arms is a less studied subfield that is particularly relevant to understanding contemporary
dynamics of global defense trade and industrial and codevelopment and that cuts across IR,

112 One article that explores these issues is Josselin Droff and Julien Malizard, “50 Shades of Procurement: The
European Defense Trilemma in Defense Procurement Strategies,” Economics of Peace and Security, Vol. 18, No. 1,
2023. The authors explained that, given that it is increasingly complicated to develop and produce all the necessary
weapons for a single country, countries must balance their competing objectives of preserving industrial strategic
autonomy and the cost of doing so under the constraint of meeting the needs of their armed forces. Droff and

Malizard suggested that this can be conceptualized as a “trilemma” between independence, manageable costs, and
economic spinoff.
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security studies, and economic disciplines. The concept of techno-nationalism'!3 the view that
technological innovation and capabilities contribute directly to a country’s national security,
economic prosperity, and social stability is good example of this. Techno-nationalism is the
competitive pursuit of advantage for economic stakeholders, which is then leveraged for
geopolitical gain.'!'*
In “Why States Arm and Why, Sometimes, They Do So Together,” Jonata Anicetti and

Ulrich Krotz, scholars of international defense trade, wrote,

States arm, and sometimes arm together with other states, for a variety of

reasons, often with very diverse political, economic, or other motives; diverse

intellectual and theoretical roots; and causes frequently mix, mingle, and

intertwine. Very rarely, we hold, will single causes, or causes from single

theoretical traditions convincingly account for all aspects of arming or arming

together.'"

Cost and Function

Militaries have finite resources and are often constrained in the capabilities they can buy with
their budgets. Although any country would likely prefer the lowest-cost capability that suits its
needs, nonmonetary requirements, such as a particular function from that capability, might
require more-expensive options. Function refers to what a particular system does; quality, to how
well made the system is. A country with a long coastline and significant domestic fishing
interests has significantly different capability needs from those of a land-locked country with a
mountainous border. Function is therefore almost always important to the country and must be
tailored to each country. It is often assumed because it is unlikely that a country would purchase
a capability that does not meet its basic needs for that capability. However, additional
functionality or features or the quality of the capability itself might draw a country toward
particular capability options.!'® The analysis of trade-offs between cost, function, and
perceptions of quality and other factors are often framed in terms of value, and approaches to

113 Richard Bitzinger, The Modern Defense Industry: Political, Economic, and Technological Issues, Pracger
Security International, 2009; Richard A. Bitzinger, “Defense Industries in Asia and the Technonationalist Impulse,”
Contemporary Security Policy, Vol. 36, No. 3, 2015. See also Yadong Luo and Ari Van Assche, “The Rise of
Techno-Geopolitical Uncertainty: Implications of the United States CHIPS and Science Act,” Journal of
International Business Studies, Vol. 54, October 2023.

114 See Alex Capri, “Techno-Nationalism: What Is It and How Will It Change Global Commerce?” Forbes,
December 20, 2019.

115 Jonata Anicetti and Ulrich Krotz, “Why States Arm and Why, Sometimes, They Do So Together,” International
Studies Review, Vol. 26, No. 4, December 2024, p. 3.

116 previous RAND research has highlighted the need to better understand how partners and allies weigh the trade-
offs between quality, time, and cost. See Irina A. Chindea, Jennifer D. P. Moroney, Stephen Webber, Igor M. Brin,
David E. Thaler, Ashley L. Rhoades, Anthony Atler, Beth Grill, Paul Cormarie, Jack Lashendock, and Isabelle
Winston, Aligning Strategic Priorities and Foreign Military Sales to Fill Critical Capability Gaps, RAND
Corporation, RR-A2438-2, 2024.
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measuring value are reflected in many countries’ procurement selection policies and strategies.!!”
Theoretical frameworks that seek to explain how consumers evaluate these trade-offs typically
draw on microeconomic theory, which focuses on how demand is determined by calculus
methods that maximize consumer utility subject to constraints. Although choice models are
commonly based on the assumption of rational behavior, it is widely acknowledged that many
contextual factors can lead to nonrational selections.!!®

Availability

Timeliness in the context of a capability refers to how many years it might take to go from
contract to delivery. Again, although many countries would likely prefer the quickest capability
option that suits their needs, several factors might make timeliness more important. Additionally,
an aging fleet or very obsolete radar might require replacement sooner rather than later.
Obstacles to availability can stem from various factors: Defense production backlogs and export
policy restrictions can both serve to put U.S. solutions out of a partner’s reach. Countries face
consistent external threats, but a particularly acute threat might drive desire for a capability to
arrive faster. When a state perceives an urgent threat, sensitivity to the timeline for delivery of a
defense capability is likely to be heightened. Threat perception in international affairs is often
theorized as a combination of a state’s aggregate power (including economic), geographic
proximity to an adversary state, relative military capability power, and aggressive intentions.!!
In the wake of Russia’s invasion of Ukraine, there was a surge in demand for many systems,
including the U.S. M142 High Mobility Artillery Rocket System (HIMARS), but, as demand
spiked, wait times increased, forcing many U.S. partner and allies to consider alternative
suppliers.!?® A long trend of consolidation in the U.S. DIB has reduced the number of suppliers
and production lines to meet this growing demand and makes quick response to spikes in
demand difficult for the DIB to immediately absorb.!?!

17 Code of Federal Regulations, Title 48, Federal Acquisition Regulations System; Chapter 1, Federal Acquisition
Regulation; Subchapter C, Contracting Methods and Contract Types; Part 15, Contracting by Negotiation; Subpart
15.1, Source Selection Processes and Techniques; Section 15.101-1, Tradeoff Process; see also Mats A. Bergman
and Sofia Lundberg, “Tender Evaluation and Supplier Selection Methods in Public Procurement,” Journal of
Purchasing and Supply Management, Vol. 19, No. 2, June 2013; and Thomas Ekstrém, Per Hilletofth, and Per
Skoglund, “Towards a Purchasing Portfolio Model for Defence Procurement: A Delphi Study of Swedish Defence
Authorities,” International Journal of Production Economics, Vol. 233, March 2021.

18 Joost Kruis, Gunter Maris, Maarten Marsman, Maria Bolsinova, and Han L. J. van der Maas, “Deviations of

Rational Choice: An Integrative Explanation of the Endowment and Several Context Effects,” Scientific Reports,
Vol. 10, 2020.

119 James, 2022; Walt, 1985.
120 Chindea et al., 2024.

121 Jennifer Kavanagh and Jordan Cohen, “The Real Reasons for Taiwan’s Arms Backlog—and How to Help Fill
It,” War on the Rocks, January 13, 2023.
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In other cases, U.S. policy might preclude the possibility of being the supplier of choice, on
the basis of technology security considerations, human rights concerns, or other intervening
policy imperatives. The United States restricts the export of items whose transfer it deems
threatening to national security, foreign policy objectives, or its vital economic interests.

Offsets and Incentives

Offsets and incentives vary considerably, as does their attractiveness, from country to
country. Defense offset refers to the full variety of industrial and commercial benefits that firms
provide to foreign governments as inducements or conditions for the purchase of military goods
and services. A defense offset might be an agreement for coproduction arrangements and
subcontracting, technology transfer, in-country procurement, marketing and financial assistance,
or a joint venture. A foreign government might use offsets to reduce the financial burden of its
purchases by obtaining valuable investments into its domestic economy through technology and
manufacturing capabilities and through supporting domestic employment, with the ultimate goal
of developing or expanding its defense industries.!?? These benefits can make the purchase of
foreign products more palatable to a domestic audience. Historically, the U.S. government has
maintained a hands-off approach to defense offsets, viewing them as part of the transaction
between the contracting parties.!?* The Defense Production Act Amendments of 1992 officially
prohibited the U.S. government from encouraging or committing U.S. defense contractors to
enter into offset arrangements for foreign government sales, on the grounds are that such
arrangements are “economically inefficient and market distorting.”!?* However, it has become
broadly recognized that offsets constitute a significant consideration affecting the defense trade
and can affect competition. U.S. law reflects this by trying to minimize offsets’ adverse effects
on the U.S. economy without undermining the competitiveness of U.S. industry.!?>

As discussed throughout this report, many countries seek to build their domestic industrial
capabilities, with the eventual hope of being more autonomous in supplying their own capability
needs. Thus, offsets and incentives that enhance or increase sovereign capabilities might
encourage countries to purchase from particular suppliers.
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Strategic Considerations

Although we discuss strategic considerations extensively in “Phase 1 Framework Factors”
earlier in this chapter, these considerations also matter for phase 2, the selection of a particular
supplier. Major defense investments are shaped by the geopolitical contexts in which they take
place. Each purchasing decision is informed by previous political and military relationships
between two countries. Two countries with a long, fruitful military-to-military relationship or a
burgeoning new relationship might engage in military purchasing as a sign of goodwill and a
means of signaling alignment. Additionally, other political, economic, or military issues might be
occurring simultaneously. This is the case in the context of issue linkage, a strategy whereby a
country uses its leverage in one area of military cooperation (such as weapon sales) to influence
another country’s behavior on an unrelated issue, to extract concessions, or to achieve a
diplomatic objective. Issue linkage in a major acquisition might influence a purchaser’s selection
of a supplier and shape purchasing outcomes. We view strategic considerations as a factor
present in both phases that both shapes the primary decision to acquire a capability and affects
the selection of the specific defense solution and supplier.

The framework is intended to address a gap in the related literatures. The question of how
theories of IR account for the transfers of coercive military capabilities has been understudied,
and some have argued that states’ acquisition of arms to increase their military power is “taken
for granted in major theories of IR.”!'?6 Because most states lack the capacity to independently
manufacture all the advance weapons they seek, the theoretical construct of self-help that is so
central to realist theory must be complemented by other theoretical concepts. The integration of
an interdisciplinary collection of approaches helps provide a theoretical basis for understanding
the factors that shape supplier selection and the prominence of sovereign capability development
as a priority to support domestic defense industrial development.'?” This framework is an initial
step in conceptualizing the factors that combine to shape these decisions.

126 Spencer L. Willardson and Richard A. I. Johnson, “Arms Transfers and International Relations Theory: Situating
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2022.
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Chapter 3. Case Study 1: The Philippines’ Purchase of an
Advanced Air Surveillance Radar System from Japan

Introduction

In August 2020, the Philippines’ Department of National Defense signed an agreement with
Japan to purchase an advanced air surveillance radar system (ASRS) produced by Mitsubishi
Electric. The $103 million agreement marked Japan’s first successful arms transfer deal since the
country lifted its arms export ban in 2014; the agreement also reflected growing strategic ties
between the two countries.!?® The first of three fixed radar systems was delivered in December
2023. Notably, it was installed at Wallace Air Station on Luzon Island, which offers visibility in
an area of the South China Sea that has been under threat of Chinese aggression.!?’

The Philippines agreed to purchase the Mitsubishi ASRS during the second phase of the
Philippines’ 15-year modernization effort. Although it had invested in a system from Elta
Systems, a subsidiary of Israel Aerospace Industries (IAl), five years earlier and received
competing offers from both IAI and Lockheed, the Philippines’ decision to sign a deal with
Japan appears to have been driven primarily by strategic considerations.'*? Amid growing
concerns about China’s aggression in the South China Sea, both Japan and the Philippines were
seeking to collaborate more closely on enhancing situational awareness in the region. Strategic
considerations were the major factors in this case, overriding concerns about costs, even for a
country as budget constrained as the Philippines.

In this chapter, we examine the evolving strategic relationship between Japan and the
Philippines and the factors that have led the Philippines to seek more-advanced air surveillance
capabilities (phase 1 factors). We then look at Japan’s defense industry and its motivations for
expanding its exports to the Philippines. Next, we consider the details of Japan’s proposal and
the factors that led the Philippines to select the Mitsubishi ASRS (phase 2 factors). Finally, we
explore the implications of this case for DSCA, focusing on the potential opportunities for
trilateral collaboration with Japan in the Philippines and other countries in the Indo-Pacific
region.

128 [ eilani Chavez, “Japan Delivers Radar to Philippines amid Tension in South China Sea,” C4SISRNET,
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129 «Ajr Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” Philippine Defense Resource
blog, January 12, 2020; Ramon Royandoyan, “Philippines Installs Japan-Made Radar to Track China’s Moves,”
Nikkei Asia, December 20, 2023.

130 «Ajr Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.

28



Background: Japan’s Evolving Strategic Ties with the Philippines

Japan and the Philippines have developed close bilateral ties since the two countries
established diplomatic relations in 1956. Fueled by private investment and official development
aid, Japan became a key economic partner for the Philippines.!3! Japan and the Philippines share
a common alliance with the United States. They both rely heavily on U.S. military equipment
and training and U.S. security guarantees. It is only in the past 15 years, however, that Japan and
the Philippines have sought to develop a closer strategic relationship through bilateral SC
activities.!3? This has been due in large part to growing concerns about China.

The two countries first established a strategic partnership in 2011 following China’s
incursions into the South China Sea.!'*3 The partnership began with the signing of a
memorandum on defense cooperation and exchanges.!3* This led Japan to provide grants,
training, and education, as well as other assistance to the Philippines to improve its situational
awareness in the maritime domain and to enhance its ability to police its own waters.!*> Japan
gave a total of ten multirole response vessels to the Philippine Coast Guard and leased five TC-
90 maritime patrol craft to the Philippine Navy over the course of the next five years. In addition,
the Japan Coast Guard and the Japan International Cooperation Agency provided the Philippine
Coast Guard and Navy with funding for training, communications, facility upgrades, and
maintenance and repair. '3

Bilateral SC increased after 2016 when Japan signed a defense agreement with the
Philippines to allow the transfer of defense equipment and technology.'*” This defense
agreement, which is similar to the agreements that Japan has with the United States and
Australia, was its first with a fellow East Asian country—and a country that is also embroiled in
a territorial dispute with China.'*® According to news reports, the Japan—Philippines defense
agreement took only three months to negotiate, which reflects an urgency by both parties to
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Collaborate on Security,” The Economist, November 9, 2023.

132:5¢ott W. Harold, Derek Grossman, Brian Harding, Jeffrey W. Hornung, Gregory Poling, Jeffrey Smith, and
Meagan L. Smith, The Thickening Web of Asian Security Cooperation: Deepening Defense Ties Among U.S. Allies
and Partners in the Indo-Pacific, RAND Corporation, RR-3125-MCF, 2019.

133 Council on Foreign Relations, “1895-2023 China’s Maritime Disputes,” timeline, undated. Since 2011, the
Philippines has referred to the area as the West Philippine Sea.

134 Japan Ministry of Defense and Philippines Department of National Defense, memorandum of defense
cooperation and exchanges, January 29, 2015.

135 Harold et al., 2019.

136 “Philippine Coast Guard Receives First Japan-Built Multi-Role Response Vessel,” Naval Today, August 18,
2016.

137« apan to Supply Defense Equipment to Philippines,” Indo-Pacific Defense Forum, March 21, 2016.

138 Renato Cruz de Castro, “The Philippines and Japan Sign New Defense Agreement,” Center for Strategic and
International Studies, Asia Maritime Transparency Initiative, March 15, 2016.

29



enable Japan to donate military equipment, transfer technology, and extend security training to
the Armed Forces of the Philippines.'*°

The 2016 defense agreement was made possible by Japan’s revision of its constitutional
restrictions on arms export in 2014. Previously, Japanese security assistance was limited to
personnel training for capacity-building in Southeast Asia, the transfer of nondefense equipment
related to maritime security, and financial assistance to purchase equipment.!4® Under the new
guidelines of the Three Principles on Transfer of Defense Equipment and Technology, the
government made allowances for the transfer of defense equipment that benefits Japan’s security
policy, including items and technologies under international joint development or production
with the United States or other security partners, and transfers that help bolster SC and defense
cooperation.'*! Notably, Japan still retained restrictions on the type of arms that could be
exported, restricting exports to five categories (rescue, transport, warning, surveillance, and
minesweeping equipment), thus limiting exports to nonlethal items.'#?

The Philippines’ interest in SC with Japan also reflects its interest in diversifying its
relationships and its acquisition of defense equipment. Although the country remains dependent
on its strategic partnership with the United States, the government has become concerned about
becoming overly reliant on the United States for its security and its ability to afford U.S. military
hardware as it modernizes its armed forces.'* As Figure 3.1 shows, the Philippines turned to
other countries, primarily to U.S. allies, for arms from 2012 to 2022. The ROK surpassed the
United States as the Philippines’ primary supplier of arms in 2019. The ROK accounted for a
total of 36 percent of all arms acquired between 2012 and 2022, compared with 20 percent of
arms from the United States. Israel is the third-largest supplier and accounted for 16 percent,
thanks to a $200 million in arms transfers in 2022. (It is important to note that the average value

of arms transfers from 2012 to 2022 was only $180 million.!**)
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Figure 3.1. The Five Countries Supplying the Largest Percentage of the Philippines’ Arms, 2012—-
2022
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SOURCE: Features data from SIPRI, undated-a (trend-indicator value [TIV] of arms exports to the Philippines, 2012—
2022).

Japan was not among the Philippines’ five or even ten largest-percentage suppliers from
2012 to 2021: Arms transfers were limited to the transfer of donated maritime patrol vessels and
secondhand light transport aircraft.'*> (See Figure 3.1 for the major arms suppliers to the
Philippines.) However, the loosening of export controls has made Japan a more viable source of
arms for the Philippines as it seeks to acquire lower-cost equipment and training that are
compatible with its U.S. security partnership. Both countries participate regularly in exercises
with the United States and began engaging in trilateral coast guard exercises in 2023.'46 SIPRI
recorded the transfer of the first surveillance radar from Japan to the Philippines in 2022,
accounting for the initial increase in the arms transfers that year.!#” The delivery of three
additional radar systems and other related equipment could make Japan a major supplier of arms

145 Victor Teo, “Japan’s Weapons Transfers to Southeast Asia: Opportunities and Challenges,” ISEAS Perspective,
Vol. 2021, No. 70, May 25, 2021.
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147 SIPRI, undated-a (transfers of major weapons: deals with deliveries or orders made for 2022 to 2022).
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for the Philippines in the next few years. Figure 3.2 illustrates the growth in TIV of Japan’s arms
transfers to the Philippines between 2012 and 2022.

Figure 3.2. Japan’s Arms Transfers to the Philippines, 2012-2022
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SOURCE: Features data from SIPRI, undated-a (TIV of arms exports to the Philippines, 2012-2022).

Japan and the Philippines developed closer ties during the Duterte administration from 2016
to 2022, despite some increased tensions between the Philippines and the United States. Japan
was less critical of the human rights violations perpetrated during Duterte’s war on drugs and
reportedly placed a priority on bolstering its strategic collaboration with the United States and
the Philippines.!'*8

Since the 2022 election of Philippine President Ferdinand Romualdez Marcos, Jr., the two
countries have made more progress in formalizing their SC relationship and collaborating with
the United States. In late 2022, Japan announced that the Philippines would become the first
beneficiary of the country’s new OSA program, which had been established to provide defense
equipment for free to like-minded partners.'*’ A year later, the two countries began talks on a
reciprocal access agreement to facilitate exchanges between Japan’s Self-Defense Forces (SDF)
and the Armed Forces of the Philippines. The agreement, which was reported to be similar to the

148 Harold et al., 2019.

149 Kana Baba, “Japan to Give Philippines Coastal Radars, Deepening Security Ties,” Nikkei Asia, November 4,
2023.
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Philippines’ Visiting Forces Agreement with the United States, would allow the SDF greater
access to Philippine bases, potentially even rotational deployments, and facilitate joint
exercises.'*? It was still under negotiation as of March 2024.!5! Moreover, both President Marcos
and Japanese Prime Minister Fumio Kishida, who has been in office since 2021, have
emphasized their intent to work together to enhance trilateral cooperation with the United States

152 I his first visit to

with an eye on China’s increased military presence in the South China Sea.
the Philippines, Kishida addressed the Philippine Congress, stating, “In order to maintain and
strengthen a free and open international order based on the rule of law, multilayered cooperation
among allies and like-minded countries is crucial.”!> In March 2024, Kishida announced that
Japan’s Maritime SDF would participate in its first joint training exercise with the United States

and the Philippines in the South China Sea.!>*

Phase 1 Factors in the Philippines’ Motivations for Acquiring Air
Surveillance Radar from Japan

Desire for Greater Situational Awareness of the Threat from China

The Philippines’ motivation for acquiring an air surveillance radar system stems from a
desire to gain greater situational awareness of China’s aggression in the South China sea. This
corresponds to operational considerations related to an increase in domain awareness (factor 4.A,
increasing territorial defense and domain awareness) and perceived threats based on coercive
signals from China (factor 1.A, coercive signals). Although the country has limited military
resources and recognizes that it could never develop the capabilities needed to stand toe-to-toe
with Chinese forces, it seeks to improve its ability to identify China’s encroachments and ensure
that any use of force by China would carry sufficient costs to deter China from overt
aggression.'> Since tensions erupted over the Scarborough Shoal in 2012, domain awareness has
become a key Philippine security priority. The country’s 2018-2022 National Defense Strategy
signaled a reorientation from internal security toward territorial and external defense,
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highlighting the importance of the country’s maritime interests in the South China Sea.!>® The
Armed Forces of the Philippines sought to invest in an ASRS that would help it detect, identify,
and correlate any threats and intrusions within the country’s airspace above its exclusive
economic zone (EEZ).!57

Addressing Gaps in Modernization

The Philippines was also seeking to address major gaps in its air surveillance capabilities
(factors 1.C, addressing vulnerabilities, and 4.C, interoperability and ability to contribute to a
coalition). Much of its existing radar equipment dates back to when the United States operated
military bases in the country.'*® The Philippines noted that new radars were necessary to detect
aircraft entering the Philippine Air Defense Identification Zone and airspace above its EEZ,
where the country lacked visibility because of the “dilapidation of its air defense system over the
past few decades.”!’>® The Armed Forces of the Philippines initiated the first step in their
modernization process with the purchase of three new air surveillance radars from Israel,
acquired during the Horizon 1 phase under the Air Surveillance Radar acquisition project, and
these were delivered in 2019. These Israeli systems mostly covered the western seaboard of the
country facing the South China Sea and partially covered the southwestern areas near the border
with Sabah in Malaysia.'é° In 2020, the Philippines wanted to address gaps in its ability to detect
aerial activities in the northeastern, eastern, southeastern, central, and southern parts of the
country.'6!

The Philippines’ initial objective was to acquire six additional systems under the Horizon 2
military modernization program, which covers 2018 through 2022.!62 The government was
looking for four fixed and two mobile radar systems to serve as early-warning systems that could
surveil aircraft or remotely piloted vehicles while providing real-time information.!¢* The
government stipulated that the radar be able to see intrusions into Philippine airspace from as far
out as 300 nautical miles. This extended range would provide better visibility into the airspace
over the southern portion of the South China Sea, the southern islands of the Philippine
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archipelago, and the strategic Benham Rise, an area within the Philippine EEZ with potential to
be a future source of oil and gas.'®* However, as we explain later in this discussion, the
Philippine government was ultimately willing to make compromises in achieving these
functional objectives to achieve closer collaboration with Japan and the United States.

Improving Collaboration with Japan

A third and overriding motivation for the Philippines to acquire surveillance radar was its
desire to collaborate more closely with Japan (factor 3.C, a desire to strengthen ties with an ally
or partner through capability acquisition). Japan shares the Philippines’ concern about China’s
rising aggression and the need to maintain a free and open Indo-Pacific and has been willing to
invest in developing better architecture for situational awareness.'® The Philippines stands to
benefit from Japan’s investments in its own architecture and in regional maritime domain
awareness that can enhance the monitoring of sea-lanes throughout the region. The air
surveillance radar provided an opportunity for the Philippines to strengthen its relationship with
Japan and share situational awareness on regional security threats. !5

Maintaining Collaboration with the United States

Finally, the Philippines’ desire to maintain collaboration with the United States was a
significant factor. (This relates to its desire to strengthen trilateral collaboration—and broad
strategic alignment with the United States, which relates to factor 3.C, a desire to strengthen ties
with an ally or partner through capability acquisition.) Despite tensions in the relationship
between U.S. and Philippine leaders during the Duterte administration, the government
maintained its alliance with the United States and continued to rely on U.S. support and security
guarantees. Enhanced air surveillance capabilities were intended to provide the Philippines with
real-time information on Chinese threats but would also allow the United States to have access to
the information. From the start, the Philippines’ arms deal with Japan was framed as a means of
enhancing three-way cooperation with the United States with an eye on China’s increased
military presence in the South China Sea.'®” According to a senior Japanese defense official,
Japan’s motivations for sale were, in fact, to create a line of situational awareness for the United
States from Hokkaido in Northern Japan to southern tip of Philippines, which would allow the

United States to “plug and play” with both countries.'®®

164 Mike Yeo, “Japan Secures First-Ever Major Defense Export with Philippine Radar Order,” Defense News,
August 28, 2020.

165 Felix Kim, “J apan’s Revised Defense Export Policy Signals Expanded Regional Security Role,” Indo-Pacific
Defense Forum, February 1, 2024,

166 «Japan Hands over Air Radar System to Philippines,” 2023; Mangosing, 2023.
167 Baba, 2023.

168 Japan defense official, interview with a RAND researcher, March 15, 2024.

35



It is important to note that DIB considerations were not a factor in this case. The Philippines
does not have a significant domestic defense industry and so is not motivated to export weapons
or to engage in joint or codevelopment of weapon systems, such as an air surveillance radar
system.'®® A summary of the considerations for the Philippines’ purchase of Japanese air
surveillance radar from Japan can be found in Table 3.1.

Table 3.1. Phase 1 Considerations for the Philippines’ Purchase of Air Surveillance Radar from

Japan
2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation  Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations Considerations
A. Insecurity Coercive signals Fear that Desire to divest  Increasing Public opinion
capability from a rival or territorial
acquisition leads  pariah state defense and
to provocation domain
awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing gaps Domestic
armed aggression counterarming, or transition and and economic
security dilemma regional modernization enablers and
integration requirements constraints
C. Commitments Perception of Keeping pace Desire to Interoperability Domestic
own with regional strengthen ties  and the ability to industrial interests
vulnerabilities peers with an ally or integrate with a  and industrial
partner through coalition base
capability development
acquisition
D. Ambitions Collective security Role of territorial  Desire to maintain Extend power Status, prestige,
guarantees and  disputes, frozen  strategic protection and national pride
regional security  conflicts, and autonomy
architecture contested areas

Characteristics of Japan as a Defense Supplier

Japan has a highly developed DIB, yet it has little experience as a defense exporter. Japan
produces approximately 75 percent of its procured military equipment domestically. Its defense
industry has been able to produce wide-ranging and sophisticated capabilities for Japan’s SDF;
however, because Japan’s defense industry has focused exclusively on the Japanese market, it
lacks the flexibility and resources needed to compete in the international market.!’® To date, most
of Japan’s defense exports have consisted of equipment components, although the country is
seeking to secure more-significant export deals.
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official, interview with a RAND researcher, March 15, 2024.
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As noted above, constitutional restrictions on the sale of defense articles have placed the
greatest barriers on Japan’s exports. Japan revised some of the restrictions in 2014 in its effort to
reform the country’s defense posture and boost its domestic defense industry. As of March 2024,
it had had little success.!”! This has been attributed in part to the government’s failure to provide
a white list'”? of items that industry could support, making it difficult for industry to know where
to extend its marketing efforts. Other problems include Japanese industry’s tendency to develop
bespoke equipment (such as tanks designed with blinkers), which are not as adaptable to foreign
partner’s needs.

Phase 2 Factors in the Philippines’ Purchase of Advanced Air Surveillance
Radar Systems from Japan

Evaluating Phase 2 Factors

The Philippines considered two other competing bids—one from Israel and one from the
United States—for advanced air surveillance radar before selecting the Japanese system. (A third
bid from France for its Thales Ground Master 400 radar did not make it into the final selection
process.!”®) The bid from Israel included five IAI ELTA radars. The bid from the United States
included five radars produced by Lockheed Martin. (See Table 3.2.) It is notable that the
Philippines selected the Japanese bid for four Mitsubishi J/FPS-3ME 3D radar systems over the
other offers. This reflected the primacy of strategic considerations in the Philippines’
decisionmaking.

71 Yeo, 2020.
172 White list, in this case, means a list of items considered acceptable or approved.

173 The Philippines also received offers from Saab and from companies in India and the UK; these offers were not
seriously considered, according to Max Montero, “IAl Elta Systems Complete Delivery of ELM-2288ER Air
Defense Radars for the Philippine Air Force,” MaxDefense, blog, March 16, 2019a.
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Table 3.2. Competing Bids

Country Bid

Israel Five IAl ELTA ELM-2288-ER (mobile and long-range) and ELM-2288-MR (medium-range) AD-STAR
radars (three fixed and two mobile systems). The bid built on previous sale of three ELN-2288 radars
delivered in January 2019.2

United Five Lockheed Martin AN/TPS-77 radars (three fixed and two mobile systems)
States

Japan Four Mitsubishi radar systems (three fixed J/TPS-P14 and one mobile J/TPS-P14ME radar system). The
bid included an integrated logistics support package and commitment of Japan’s MOD to provide 3
mobile and an undisclosed number of fixed over-the-horizon communication systems.? Japan also
reportedly offered additional commitments for tech transfer, cooperative training, and excess defense
articles.2

NOTE: MOD = ministry of defense.
a Arthur, 2020.
b “Air Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.

Cost

Cost was, surprisingly, not a major concern. In general, the Armed Forces of the Philippines
faces significant budget constraints, making costs a major factor in most of its acquisition
decisions. In this case, however, it did not go with the least expensive option. Israel’s IAI ELTA
Systems offered three fixed and two mobile radar systems for nearly the same price of the
Mitsubishi deal for three fixed and one mobile radar. In fact, the Philippines changed its initial
project requirements from five to four total radar units midway through the bidding process to
accommodate Japan’s $103 million bid.!”* According to Max Montero on the MaxDefense blog,
the selection of the Mitsubishi radar required the Philippines to reduce the number of radar
locations from five to four, leading it to abandon its plans to construct a radar site on Balut
Island.!”® This indicated that the Philippines was willing to make significant compromises to
select the less affordable Japanese system.

Function

Functional factors were clearly important to the Philippines as the country sought to
modernize its air surveillance capabilities. Mitsubishi’s J/FPS-3ME radar active electronically
scanned array (AESA) radar is capable of simultaneous detection and tracking of multiple aerial
targets.!”¢ It has a range of up to 285 nautical miles.!”” The radar systems were a vast

174 Lockheed Martin reportedly changed its offer on the second bidding round to four units, while TAI continued to
offer five; thus, the number exceeded the revised requirements (Max Montero, “Issues on the Air Surveillance Radar
Project (Horizon 2) of the Philippine Air Force,” MaxDefense, blog, May 28, 2019b).

175 «Air Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.
176 joe Saballa, “Philippines Gets Advanced Air Surveillance Radar from Japan,” Defense Post, December 21, 2023.

177 pitz Orpiano, “Discussing the Japanese J/FPS-3 Radar of the Philippine Air Force,” Pitz Defense Analysis blog,
April 16, 2023.
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improvement over the outdated Bendix AN/FPS-20 location radar and General Electric AN/FPS-
5 elevation finder that had been operating since the 1960s at former U.S. air bases overlooking
the southern portion of the South China Sea.!”® Still, compared with the competing offers, the
Mitsubishi J/TPS radar did not appear to provide significantly greater operational capability than
the Israeli AT ELTA Systems ELM-2288ER or the Lockheed Martin AN/TPS-77 radars.!”

The purchase of a new Mitsubishi system also carried risks. It included equipment that had
not been previously used outside Japan. Moreover, unlike the Israeli system, it was not
compatible with the fixed radar systems that were recently installed at three Philippine air bases,
which would inevitably create integration challenges and more-complicated training and
maintenance requirements. It also ran the risk of creating additional interoperability problems
with the C2, communications, computers, intelligence, surveillance, target acquisition, and
reconnaissance (C4ISTAR) system that the Philippines acquired from the United States.

Availability

Availability did not appear to be a major concern. The 2020 deal reportedly included a plan
for delivery of the radar systems to begin in 2022. Mitsubishi completed the production of the
first radar in October 2022, and the platform was delivered in 2023.'3° This was not considered
to be a significant delay. Two additional fixed platforms and one mobile platform are expected to
be completed by 2026, according to the current plan.

Incentives

Offsets were not a consideration in this case because the Philippines does not have much of a
domestic defense industry. However, Japan’s MOD offered significant incentives to the
Philippines to make the Mitsubishi offer more competitive. First, as part of the sales agreement,
the MOD offered to provide the Philippine Air Force with three mobile and an undisclosed
number of fixed over-the-horizon communication systems (OHCS) to further enhance its
surveillance capability. (Each mobile OHCS costs more than $6 million; a fixed OHCS costs
close to $9 million.'®) Second, the MOD made a broad commitment to help modernize and
improve the Philippine air-defense system through information-sharing, training, and joint
operations. This included an offer to assist the Philippine Air Force in building up its
communications and electronic countermeasure systems.'3? Third, Japan likely offered to share
data with the Philippines: It announced in July 2020 that it was considering a radar coverage—
sharing agreement with the Philippines. The proposed radar agreement would provide

178 «Air Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.

179 Orpiano, 2023.
180 Chavez, 2023.
181 «Air Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.

182 «Air Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020.
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information on Chinese aircraft flying in the Bashi Channel between Taiwan and the Batanes
Islands, an area the Philippines was seeking to surveil.'®3 This appeared to be an added incentive
for the Philippines to select the Japanese radar system because it would enable the Philippines to
receive radar data from Japanese radars in Okinawa. '8

Beyond these direct incentives, Japan also offered the opportunity for the Philippines to
receive additional SC benefits from acquiring Japanese equipment. For example, in November
2023, Japanese Prime Minister Kishida committed to providing 12 ships to the Philippine Coast
Guard and a new coastal surveillance radar system to the Philippine Navy through Japan’s new
OSA program.!83

Strategic Considerations

The two primary factors that influenced the Philippines’ decision to acquire an air-defense
radar system from Japan were (1) an interest in gaining increased situational awareness of key
areas in the South China Sea and (2) a desire to enhance collaboration with Japan and the United
States in identifying incidents of China’s aggression. Despite the additional costs and potential
risks of investing in new systems, the Mitsubishi radar offered the Philippines the opportunity to
capitalize on Japan’s shared interest in increasing situational awareness of China’s threats in the
South China Sea and on Japan’s commitment to invest in enhancing maritime domain awareness
across the Indo-Pacific region. It also gave the Philippines the opportunity to gain information on
threats and intrusions into its EEZ and better means of sharing data with Japan and the United
States. Since the 2020 deal was completed, Japan has provided the Philippines with additional
equipment, training, and operational support. Both countries are reportedly sharing more threat
information and are seeking to collaborate more closely with the United States. This indicates
that the Philippines might have achieved at least some of its strategic objectives by choosing to
invest in a Japanese system.

Table 3.3 summarizes our assessment of the Philippines’ purchase.

183 «Ajr Surveillance Radar Phase 2 Acquisition Project of the Philippine Air Force,” 2020; Sebastien Roblin,

“Japan Strikes First Arms Export Deal: Can Tokyo Find More Buyers for Its Pricey Weapons?” Forbes, September
11, 2020.

184 Roblin, 2020.

185 Gabriel Pabico Lalu, “PM Kishida: Japan to Send 12 Ships to PH Coast Guard,” Cebu Daily News, November 4,
2023.
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Table 3.3. Summary of the Philippines’ Purchase of Japanese Air Surveillance Radar

Measure Assessment

Cost e Costs was not a primary factor: A $100 million deal was concluded despite the Philippines’
budget constraints.
¢ A competing offer by the Israeli Al included five radar platforms (offering an additional
mobile radar), making the Japanese offer less affordable.

Function o J/FPS-3ME fixed long-range radar and TPS-P14ME mobile radar systems can detect and
track aircraft and UAVs at a range of 285 nautical miles.
e Radar updates Cold War—era systems on military bases formerly operated by the United
States.
o New radars might be difficult to integrate with existing Israeli radar and the C4ISTAR
system the Philippines acquired from the United States.

Availability e Availability was not a concern. The first of three Mitsubishi long-range radar platforms was
produced by October 2022 and installed in December 2023.
e Two additional fixed platforms and one mobile platform are expected to be completed by

2026.
Offsets and e There were no offsets, but Japan’s MOD provided significant incentives, including over-
incentives the-horizon radars and assistance in developing air-defense systems.

e There were also offers for information-sharing, including detection data from Japanese
radar in Okinawa.

Strategic e New radar provides increased situational awareness of areas under threat and improves
considerations collaboration with Japan.
e Japanese systems offered the capability to collect near-real-time information, early
detection of threats and intrusions into the Philippines’ EEZ and to share data with Japan
and the United States.

Policy Implications

The Philippines’ decision to invest in a Japanese air surveillance system represents an
opportunity for the United States to expand trilateral collaboration in the Indo-Pacific region.
From a strategic perspective, the United States has been encouraging Japan to work more closely
with the Philippines to address China’s threats. According to the U.S. ambassador to the
Philippines, Rahm Emanuel, closer SC with regional allies, such as the Philippines and Japan, is
“a major contribution to the strategic alignment in the area from a deterrence standpoint.”!86
Deepened bilateral SC is part of a broader effort to establish a robust Japan—Philippine—U.S.
trilateral alliance, which will be crucial to checking China’s worst instincts across the first island
chain, extending from the East China Sea to the Taiwan Strait and the South China Sea.'®’

In the years since the signing of the sales agreement, Japan has become more determined to
engage in SC. Since the election of President Marcos in 2022, the Philippine government has
become more willing to push back on China and to work more closely with Japan and the United

186 Richard Heydarian, “A Wave of US Trilaterals Sends a Clear Message to China,” The Interpreter, April 2, 2024,

187 Richard Heydarian, “The Japan—Philippine—U.S. Trilateral Alliance in the Making,” commentary, Japan Times,
April 6,2023.
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States. This provides an opening for DSCA to look for more ways to work trilaterally to enhance
regional capacity and interoperability, particularly in domain awareness capabilities.

The Philippines’ modernization priorities highlight potential opportunities for collaboration.
The country’s Horizon 3 program for 2023 to 2028 lists several key requirements, including
combat aircraft, transport aircraft, antisubmarine warfare and maritime patrol aircraft, UAVs,
frigates, and air-defense and coastal-defense systems. There might be opportunities to work with
Japan to provide the Philippines with nonkinetic capabilities, such as coast guard vessels and
surveillance radar, while the United States focuses more on providing broader C2,
communications, computers, intelligence, surveillance, and reconnaissance (ISR) systems,
transport and combat aircraft, and UAVs.

The example of Japan—Philippines—U.S. cooperation could lead to other trilateral security
assistance relationships, with additional countries, such as Australia and the ROK. Australia and
the ROK could improve relationships with other Indo-Pacific countries that are less closely
aligned with the United States, such as Malaysia, Vietnam, Indonesia, and the Pacific Island
nations. However, to facilitate closer trilateral collaboration, it will be important to address
compatibility challenges that limit different systems’ ability to communicate and operate with
each other. Future U.S. systems will need to be sufficiently adaptable to ensure that they are
interoperable with those of foreign partners. It will also be necessary to work with foreign
partners to address cybersecurity issues to reduce the risks involved in expanding information-
sharing capabilities.
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Chapter 4. Case Study 2: Poland’s Purchase of Light Air Combat
Aircraft from the Republic of Korea

Introduction

In July 2022, the ROK signed a framework agreement with Poland for the delivery of 48
light combat FA-50 aircraft, among other equipment.'®® According to two contracts signed in
September 2022, the first 12 FA-50GFs in block 10 standard were to be delivered to Poland in
2023, and the remaining 36 FA-50PLs in block 20 standard (still in development) will be
delivered between 2025 and 2028.'%° Ultimately, the first batch will be modernized to the FA-
50PL standard.'®° The aircraft’s manufacturer, Korea Aerospace Industries (KAI), will provide
Poland with a training package (a flight model simulator, an operational flight trainer, and
training for pilots and technical personnel), logistics package (a stock of spare parts and
consumables), and technical support service; it will also cooperate with the Polish state—run
defense holding Polska Grupa Zbrojeniowa (PGZ) to establish a service center in Poland by the
end of 2026.!°! The contracts are worth $3 billion: $705 million for the first batch and $2.3
billion for the second batch.

At the end of 2023, Poland confirmed that the first 12 jets had arrived.!®> They were
originally intended for the ROK Air Force and delivered to that force’s standard. They feature
Link 16 datalink; NATO identification, friend or foe; and AIM-9L/M Sidewinder air-to-air
missiles.!”? According to the deputy inspector of the Polish Air Force, already the first version of
the aircraft features Lockheed Martin’s Sniper targeting pods.!** The FA-50PL version will have
enhanced weapons, operational range, avionics, and radar. Specifically, it will have the ability to
carry an external auxiliary 300-gallon fuel tank and will be equipped with a probe-and-drogue air

188 josh Smith, “With Massive Polish Arms Deal S.Korea Steps Closer to Ukraine War,” Reuters, July 28, 2022.

189 «poland Signs Contracts for FA-50 Aircraft. Korean Light Fighters for USD 3 Billion,” Defence24, September
16, 2022.

190 Ewa Korsak, “FA-50: idealny dla polskich sit powietrznych” [“FA-50: Perfect for the Polish Air Force™],
interview with Brig. Gen. Irencusz Nowak, head of the Air Force Directorate—Deputy Air Force Inspector, Polska
Zbrojna, August 26, 2022.

191 Bartosz Glowacki, “With Korean Aircraft Buy, Poland Pushes Beyond Post-Soviet Airframe Legacy,” Breaking
Defense, September 20, 2022.

192 pawet Bejda [@pawelbejda], “Lotnicze wzmocnienie dla #WojskoPolskie. Od dzi§ == Sity Powietrzne posiadaja
12 i samolotéw FA-50. Stuzbe na nowych maszynach beda peti¢ piloci z #23BLT” [“Air reinforcement for
#WojskoPolskie. As of today == the Air Force has 12 ** FA-50 aircraft. Pilots from #23BLT will serve on the new
aircraft.”], X post, December 29, 2023.

193 Glowacki, 2022.
194 Korsak, 2022.
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refueling system supplied by Cobham Mission Systems.'?> It will feature Raytheon’s
PhantomStrike AESA radar.'”® FA-50PLs will carry AIM-9X missiles integrated with a joint,
helmet-mounted cuing system; AGM-65G Maverick air-to-ground missiles; GBU-12 laser-
guided bombs; and the Global Positioning System (GPS)—guided GBU-38 Joint Direct Attack
Munition (JDAM). Ultimately, the aircraft is expected to be able to carry active AIM-120
advanced medium-range air-to-air missiles. The deputy inspector of the Polish Air Force also
expressed interest in the Korean GPS-guided glide bomb based on the standard 500-pound MK-
82 air bomb with a range of up to 70 km.'"’

Background: The Poland—Republic of Korea Defense Relationship

Before the war in Ukraine started and Poland accelerated its defense procurement, Poland
and the ROK had weak defense ties. Overall, the scope of the relationship between the two
countries was limited. The two countries established diplomatic relations only in 1989, during
Poland’s democratic transition. In 2013, Poland and the ROK elevated their relationship to a
strategic partnership, but it still relied mostly on economic cooperation.!”® When the two
countries adopted the strategic partnership declaration, they also signed an agreement on
cooperation in the field of defense.!”® Additionally, they established a joint defense industry
committee, though it does not meet frequently: In 2019, it convened for the third time 2%

Prior to 2022, Poland’s only defense purchase from the ROK was a K9 self-propelled gun
chassis for the Polish gun-howitzer Krab. The contract, worth approximately $320 million, was
signed in December 2014. The first 24 chassis were delivered from the ROK in 2016 and 2017,
and the remaining 96 were produced under license in Poland.?’! At the time, the ROK hoped that
this contract would open broader access to European markets.??

Since then, there has been an intensification of Polish—ROK defense contacts on political and

industrial levels, including bilateral meetings at the presidential and ministerial levels.

195 Wonwoo Choi, “Updates on the FA-50PL and Poland’s Interest in KF-21 Block I1,” The Aviationist, May 28,
2023.

196 Olivia Savage, “Poland’s FA-50 Aircraft to Be Equipped with PhantomStrike Radar,” Defence Weekly, May 18,
2023.

197 Korsak, 2022.

198 1n 2022, the value of bilateral trade reached almost $9 billion (South Korea Embassy in Poland, “Informacja o
gospodarce Republiki Korei i stosunkach gospodarczych z Polska” [“Information About the Economy of the
Republic of Korea and Economic Relations with Poland”], webpage, undated).

199 poland President’s Office, “Poland, South Korea Adopt Strategic Partnership Declaration,” webpage, October
22,2013.

200 Oh Seok-min, “S. Korea, Poland Hold Arms Industry Committee Meeting, Agree to Boost Ties,” Yonhap News
Agency, November 14, 2019b.

201 jeff Jeong, “South Korea to Export K-9 Howitzers to Poland,” Defense News, December 16, 2014.
202 v Whan-woo, “Hanwha Begins Shipment of K-9 Howitzers to Poland,” Korea Times, June 20, 2016.
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Representatives of Poland attended several annual security forums of the Seoul Defense
Dialogue with accompanying meetings up to the deputy minister of defense level.??3 Korean
defense companies presented their products at Poland’s largest defense exhibition. In 2017, the
ROK was the lead nation to give opening remarks and host a joint Poland—ROK seminar.?%*
Reportedly, in 2018, the Polish company H. Cegielski-Poznan started cooperation with the
Korean Hyundai Rotem to jointly offer Poland a next-generation tank, but, in 2020, Hyundai
Rotem informed the press that it was open to cooperating with other Polish companies, including
PGZ, on its own K2 Black Panther main battle tank to offer a Polish variant, the K2PL.2%
However, the relationship has deepened significantly since Russia’s full-scale invasion of
Ukraine in February 2022 (see Figures 4.1 and 4.2), and light combat aircraft became part of the
conversation. The FA-50 purchase is part of a larger framework purchasing agreement, including
almost 1,000 tanks based on the K2 Black Panther model (180 in 2023 and 800 in the K2PL
version produced under license in Poland starting in 2026) and nearly 650 K9 Thunder howitzers
(48 in 2023, and 600 in the K9PL version produced under license in Poland starting in 2026).2%
Additionally, Poland plans to purchase 288 K239 Chunmoo rocket launchers.?” The value of
already-signed contracts, including the FA-50 contract, totals approximately $15 billion. Thus,
the aircraft deal valued at $3 billion amounts to 20 percent of the already-committed resources.

203 Oh Seok-min, “S. Korea, Central European Nations Agree to Boost Defense Ties,” Yonhap News Agency,
September 6, 2019a; Oh Seok-min, “S. Korea, Poland Agree to Strengthen Defense Ties in Vice-Ministerial Talks,”
Yonhap News Agency, September 10, 2021.

204 «g_Korean Defense Firms to Showcase Signature Weapons at Polish Expo,” Yonhap News Agency, September
5,2017.

205 Jaroslaw Adamowski, “Hyundai Rotem Eyes Polish Contractors for Work on Battle Tank,” Defense News,
September 9, 2020; Cezary Hurysz, “Wspotpraca Cegielskiego z Hyundaiem. Spotki wyprodukuja polsko-koreanski
czotg?” [“Cegielski’s Cooperation with Hyundai: Will Companies Produce a Polish—Korean Tank?”’], Glos
Wielkopolski, November 30, 2018.

206 Smith, 2022. As of January 2024, Poland and the ROK had signed several contracts fulfilling the framework
agreement signed in July 2022. On August 26, 2022, Poland signed deals for 180 K2 tanks and 212 K9 howitzers
(see PGZ, “Umowy wykonawcze na czolgi i haubice z Korei” [“Implementing Agreement for Tanks and Howitzers
from Korea”], August 26, 2022). On December 1, 2023, Poland signed a deal for another 152 K9s, of which 146
will be in the Polish K9PL version delivered in 2026 and 2027 (Piotr Szafarski, “Kolejne zakupy dla wojska”
[“More Purchases for the Army”], Polska Zbrojna, December 1, 2023). By the end of 2023, Poland had received 66
K9s and 28 K2s (see Adam Swierkowski, “Polska odbiera kolejne czotgi K2 [“Poland Receives More K2 Tanks™],
Defence24, June 19, 2023; and Krzysztof Wilewski, “Coraz wiccej K9 w Polsce,” Polska Zbrojna, December 18,
2023).

207 The framework agreement for 288 K239s was signed in October 2022. It was soon followed by a contract for
218 MRLs to be integrated with Polish Jelcz launch vehicles and Topaz combat management system (Andrzej
Kinski, “Umowa na dostawe systemow rakietowych K239 Chunmu dla Wojska Polskiego” [“Contract for the
Supply of K239 Chunmu Rocket Launchers for the Polish Army],” Rzeczpospolita, November 4, 2022). By the end
of 2023, Poland had received 18 K239s (Magdalena Kowalska-Sendek, “Nowe wyrzutnie Chunmoo dla Wojska
Polskiego” [“New Chunmoo Launchers for the Polish Army”], Polska Zbrojna, November 3, 2023).
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Figure 4.1. Trend-Indicator Value of Arms Sales from the Republic of Korea to Poland, 2012—-2022
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SOURCE: Features data from SIPRI, undated-a (TIV of arms exports to Poland, 2012-2022).

NOTE: The chart does not account for most of the arms deals announced in 2022 because the deliveries will
continue for several years. The TIV is a measure constructed by SIPRI to capture a comparable value for military
equipment. The goal of the measure is to do this regardless of the countries involved, the price paid (which is not
always known), or the date of the transfer, in a way that normalizes inflation and currency translation. More
information is available on this value on SIPRI's methodology webpage (SIPRI, “Sources and Methods,” webpage,
undated-b).

Figure 4.2. The Five Countries Supplying the Largest Percentages of Poland’s Arms, 2012-2022
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SOURCE: Features data from SIPRI, undated-a (TIV of arms exports to Poland, 2012-2022).
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Characteristics of the Republic of Korea as a Defense Supplier

The ROK has a broad-based, less technologically advanced than the United States DIB. For
more-advanced capabilities, especially in the air domain, the country still relies on the United
States: From 2018 to 2022, the ROK was the fifth-largest importer of U.S. arms, as measured in
TIV.2% But the country has well-developed indigenous capabilities in both land (tanks, artillery,
MRLs, infantry fighting vehicles, and armored personnel carriers) and maritime domains
(submarines, frigates, and destroyers).2% Even if many of these systems are less technologically
advanced than their U.S. counterparts, the Armed Forces of the ROK use them successfully.
These big-ticket items are produced by a handful of large companies, often defense divisions of
the so-called chaebols: large industrial conglomerates, such as Hyundai, Daewoo, and
Samsung.?!® The government is seeking to increase the role of small- and medium-sized
enterprises (SMEs).?!!

The ROK’s defense industry has been developing—through some ups and downs—since the
1970s, when U.S. President Richard Nixon announced that the United States would reduce its
military presence in Asia. Given the persistent threat from North Korea, the ROK embarked on
an effort to develop self-reliant defense capabilities through domestic research and development
(R&D), as well as through defense offsets and collaboration with foreign partners.?!? Since 2006,
efforts in this area have been led by the ROK’s Defense Acquisition Program Administration
(DAPA), responsible for planning and budgeting defense development and procurement
programs. In 2018, after a series of corruption scandals, DAPA initiated policy changes aimed at
boosting both indigenization and exports, including new guidelines for the localization of
components in defense manufacturing and revisions in offset policy to shift from technology
transfer to integration of Korean SMEs in supply chains of foreign contractors.?!? In 2020, the
ROK enacted the Defense Industry Development and Support Act and the Defense Science and
Technology Innovation Act; in 2021, DAPA released its Korea Defense Capability policy, which
set the indigenization-rate target at 80 percent.?'* According to the Korea Defense Industry

208 SIPRI, undated-a (TIV of arms exports from United States, 2018-2022).
209 «South Korea: Defence Industry,” Janes, September 8, 2022.
210 «gouth Korea: Defence Industry,” 2022.

211 Jon Grevatt, “South Korea Strengthens Import Substitution Measures,” Defence Weekly, June 6, 2018a; Jon
Grevatt, “South Korea’s DAPA Reveals Defence Offset Policy Revisions,” Defence Weekly, December 17, 2018b.

212 1 Bum Chun, “Korean Defense Reform: History and Challenges,” Brookings Institution, October 31, 2017;
Peter Banseok Kwon, “Mars and Manna: Defense Industry and the Economic Transformation of Korea Under Park
Chung Hee,” Korea Journal, Vol. 58, No. 3, Autumn 2018, p. 18; “Peninsular Procurement,” Defence Weekly,
October 17, 2013.

213 Grevatt, 2018a; Grevatt, 2018b.

214 Jon Grevatt, “DAPA Reveals ‘Korea Defense Capability’ Policy,” Defence Industry, September 14, 2021b;
South Korea Act 16929, Defense Industry Development and Support Act, February 4, 2020; South Korea Act
17163, Defense Science and Technology Innovation Promotion Act, March 31, 2020.
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Association, in 2021, domestic production accounted for 77.2 percent of finished-product
procurement.?!'

The ROK has increased its focus on expanding in export markets, hoping that the defense
industry can be a “future new growth engine” and “driving force for high-tech industries.”?!¢ In
2018 and 2019, DAPA pledged commitment to whole-of-government support for defense
exports. This entailed setting up a new Defense Export Promotion Center and easing export
procedures, including removing the technical fee that Korean defense companies were paying for
exports and simplifying licensing requirements.?!” This was also one of the aims of the 2021
Defense Industry Development and Support Act dubbed “foundational” law for increasing the
national defense industry’s competitiveness in the domestic market and its share in international
defense market.?!® The same year, DAPA developed the K-Defense Globalization Strategy that is
aimed at meeting “customers’ increasingly diversified requirements” in terms of “transfers of
technologies, local production, and export facilitation.”?!” The effort seems to be paying off.
According to SIPRI, between 2018 and 2022, the ROK’s share in global arms export was 2.4
percent, compared to 1.3 percent between 2013 and 2017; this made the ROK the ninth-largest
arms exporter in the world.??° According to DAPA’s data, the value of defense export orders
hovered around $3 billion from 2013 to 2020 but skyrocketed in 2021 and 2022, reaching $7.3
billion and $17.3 billion, respectively.??! In 2022, then—-ROK President Yoon Suk Yeol
announced that, by 2027, the ROK would be the fourth-largest arms exporter.???

Defense commentators have noted that the ROK’s advantage is mass production: The
country is technically at war with North Korea and continues to procure large quantities of
equipment, which drives down the price.??* As one commentator has noted, “Korean exporters
are also assisted by the government, including its willingness to step in and place orders so as to

215 Korea Defense Industry Association, “Status of Localization Rate” [“Z+AF3}& & 3], webpage, July 13, 2022.
In December 2022, Janes estimated the level of indigenization at 65 to 70 percent. See Jon Grevatt, “South Korea
Launches New ‘Localisation’ Plan,” Defence Weekly, December 6, 2022.
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2021a.
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fact sheet, Stockholm International Peace Research Institute, March 2023.
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keep production lines ‘hot” in the absence of orders from abroad.”?** It also works the other way
around: The government is willing to divert domestic orders to meet export demand.??3
Meanwhile, many Korean defense products have been developed either with U.S. companies or
to be compatible with U.S. equipment and are therefore easy for countries using U.S. systems to
integrate into their existing arsenals.??® The ROK itself is generally open to technology transfer
and to setting up local production.??” Finally, the ROK offers financing support through state

export credit agencies.??8

Phase 1 Factors: Poland’s Motivations for Acquiring Combat Aircraft

The most decisive factor of Poland’s modernization program (launched in 2022) was the
dramatic shift in threat perception caused by Russia’s full-scale invasion of Ukraine, Poland’s
neighbor (factor 1.B, proximity to armed aggression). According to the Polish Minister of
National Defence, Poland has seen Russia for years as a “real, existential and civilizational
threat.”??° However, the pace of acquisitions before and after 2022 indicates that Russia’s war
against Ukraine was a pivotal moment. As Poland’s defense minister remarked, “We don’t have
time to waste, we can’t wait, we have to arm the Polish army.”?3¢

Poland, as a NATO member state, has an obligation to commit at least 2 percent of its GDP
to defense spending (factor 1.D, collective security guarantees and regional security
architectures). Indeed, the country was among a few that usually have met the target, especially
since Russia’s illegal annexation of Crimea in 2014.2*! However, historically, almost half of the
defense budget was spent on personnel, and the country continued to—with some exceptions—

224 Christian Davies, Song Jung-a, Mercedes Ruehl, and Sylvia Pfeifer, “South Korean Defence Industry Rides
Global Order Wave,” Financial Times, November 26, 2023.

225 Gordon Arthur, “How South Korea’s Defense Industry Transformed Itself into a Global Player,” Breaking
Defense, November 6, 2023.
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Security Partner Through a Thriving Defense Industry,” in The Future of the Korean Peninsula and Beyond: Next
Generation Policy Perspectives, National Committee on American Foreign Policy, December 2022, p. 71; Joyce
Lee and Josh Smith, “Insight: Inside South Korea’s Race to Become One of the World’s Biggest Arms Dealers,”
Reuters, May 29, 2023.

227 Arthur, 2023.
228 Davies et al., 2023.

229 Loveday Morris, “Poland Is on a Quest to Have Europe’s Strongest Military—with U.S. Arms,” Washington
Post, February 22, 2023.

230 Maciej Szopa, “Polska kupita czolgi, samoloty i haubice z Korei” [“Poland Bought Tanks, Planes and Howitzers
from Korea”], Defence24, July 27, 2022c.

231 In the past ten years, Poland did not hit the 2-percent target only in 2014 (1.88 percent), 2017 (1.89 percent), and
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rely largely on legacy Soviet-era systems.?3? Until 2022, technical modernization had been
riddled with delays and shifts in priorities. For example, the Technical Modernization Plan for
2013 through 2022 included—among other systems—short- and medium--range air-defense
systems and multirole helicopters. Initially, contracts for all these capabilities were expected to
be signed in 2014.233 However, instead of 2014, the contract for a medium-range air-defense
system (Raytheon’s Patriot) was signed in 2018, and the delivery contracts for a short-range
system were signed in 2022 and 2023.23* The helicopter deal represents both the delay and a shift
in priorities. Helicopters were first selected in April 2015. Airbus Helicopters H225M (formerly
Eurocopter EC725 Caracal) won with the AgustaWestland AW 149 and Sikorsky S-70i Black
Hawk, both of which already had subsidiaries in Poland with assembly lines, but the priority was
given to functionality and delivery time.?*> However, the contract was never signed because the
government that was elected in October 2015 rejected the deal, claiming insufficient offset
conditions and seeing it as a detriment to Poland’s defense industry.?3® A new offer was selected
only in 2022.2%7

A quantitative comparison of equipment purchases between the 2015-2021 period and the
2022-2023 period highlights the shift in the acquisition pace after Russia’s full-scale invasion.
From 2015 to 2021, new big-ticket items ordered by Poland came down to 32 F-35 Lightning II
aircraft, four AW101 111 and eight S-70 Black Hawk helicopters, 20 M142 HIMARS rocket
launchers, and the already-mentioned two batteries of Patriot Configuration 3 air-defense
systems.?3® In contrast, in 2022 and 2023 alone, Poland declared that it would buy not only the
Korean equipment and the AW 149 helicopters listed above but also 366 new and used Abrams
tanks, 96 AH-64E Apache attack helicopters, 486 M142 HIMARS launcher-loader module kits,
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Decisions Will Be Made in 2015. The ‘Test Year’ of the Technical Modernization Plan™], Defence24, December 30,
2014.
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Range Air Defense Missile,” Defense News, September 7, 2023.
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and an additional six batteries of Patriot Configuration 3 air-defense systems.?** The purchases of
the U.S. equipment are in different negotiation stages, but all have already been approved by
DOS.240
The impact that the war in Ukraine has had on the acceleration and scale of procurement
stems from several political and military factors. First, the war heightened public threat
perception (factor 5.A, public opinion). According to the Pew Research Center, in spring 2022,
94 percent of people in Poland thought that Russia was a major threat, and an additional 4
percent thought the country was a minor threat to Poland. In contrast, in spring 2018, these views
shared 65 and 22 percent, respectively.?*! That, in turn, translated into strong support for
increasing defense spending and other measures aimed at boosting the country’s security.?+?
Second, even though Poland had been aware of the need to modernize its aging fixed-wing

aircraft fleet (factor 4.B, addressing gaps and modernization requirements), the war highlighted
vulnerabilities stemming from reliance on Soviet-made systems (factor 1.C, addressing
vulnerabilities), increased territorial defense needs (factor 4.A, increasing territorial defense and
domain awareness), and created a capability gap stemming from the vast military support Poland
provided to Ukraine (factor 4.B, addressing gaps and modernization requirements). As one
Polish expert summarized the broader deal with the ROK:

For Poland, defence cooperation with South Korea stems from the urgent need to

make up for shortcomings following the transfer of armaments to Ukraine and

the long-postponed need to replace post-Soviet equipment. It is also part of plans

to increase the size of the Polish army and to develop the potential of the
domestic defence industry in cooperation with foreign partners.?43
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Regarding the modernization requirements (factor 4.B, addressing gaps and modernization
requirements), half of Poland’s combat-capable aircraft fleet consists of aging, Soviet-made
MiG-29s and Su-22s, scheduled to retire in 2025.24* The need to replace them had been apparent
for years, especially in light of a series of crashes and other incidents involving MiG-29s
between 2016 and 2019.24 In 2021, officials in Poland declared that, by 2035, the country will
purchase a total of 64 aircraft—32 F-35s (contract signed in 2020, deliveries from 2024 to 2030)
and 32 other aircraft that had not been chosen at the time and were not expected to arrive by
2030 (expanding the fleet of F-16s had been considered earlier).>*¢ At no point prior to 2022 had
the FA-50 been considered.

However, when the war started, what once was a modernization requirement became a
vulnerability (factor 1.C, addressing vulnerabilities): Poland previously had to order replacement
parts for the Soviet-made aircraft from Russia, which, in light of the invasion, was deemed
unacceptable.?*” Thus, the need to replace MiG-29s and Su-22s became more urgent.
Furthermore, the war created a capability gap (factor 4.B, addressing gaps and modernization
requirements) as Poland became one of the biggest providers of arms to Ukraine, including
aircraft. In the early days of the Russian invasion, the Polish government considered giving
Ukraine the MiGs if the United States backfilled the gap and served as an intermediary in the
transfer, but that option was later rejected.?*® Ultimately, the first four Polish MiGs arrived in
Ukraine a year later, at the end of March or beginning of April 2023, after the contract for FA-
50s had already been signed.?** The need to stop using the Soviet-era aircraft was an explicit
motivation for the purchase invoked by the Polish officials when the contract was signed.?>°

At the same time, Poland’s assessment of operational needs seems to have changed (factor
4.A, increasing territorial defense and domain awareness). If, in 2021, Poland had planned to
have 112 combat aircraft by 2035, that target number recently increased by more than 40
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percent: In May 2023, the inspector of the Polish Air Force declared that Poland aims to
ultimately operate ten squadrons (i.e., 160 combat aircraft).2>! This implies an additional 32 jets
on top of 48 F-16s in exploitation and the already-ordered 32 F-35s and 48 FA-50s.22 Poland’s
Minister of National Defence declared that Poland was considering purchasing F-15s or
additional F-35s.23

Table 4.1 summarizes the major phase 1 factors that contributed to Poland’s decision to
purchase fighter aircraft.

Table 4.1. Phase 1 Considerations for Poland’s Purchase of Fighter Aircraft from the Republic of

Korea
2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations Considerations
A. Insecurity Coercive signals Fear that Desire to divest  Increasing Public opinion
capability from a rival or territorial
acquisition leads pariah state defense and
to provocation domain
awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing Domestic
armed aggression counterarming, or transition and gaps and economic
security dilemma regional modernization enablers and
integration requirements constraints
C. Commitments Perception of own Keeping pace Desire to Interoperability =~ Domestic
vulnerabilities with regional strengthen ties and the ability to industrial interests
peers with an ally or integrate witha  and industrial
partner through  coalition base
capability development
acquisition
D. Ambitions Collective security Role of territorial Desire to Extend power Status, prestige,
guarantees and disputes, frozen = maintain strategic protection and national pride
regional security  conflicts, and autonomy
architecture contested areas

Phase 2: Factors Contributing to the FA-50 Purchase from the Republic of
Korea

When the contract for FA-50s was signed, Poland’s Minister of National Defence declared,

251 Tomasz Dmitruk, “Plany modernizacji Sit Powietrznych” [“Air Force Modernization Plans”)], Dziennik Zbrojny,
May 27, 2023.

252 Costs of exploitation are the costs of running the aircraft, including fuel, maintenance, and similar indirect costs.

253 Jedrzej Graf, “Polska kupi 1000 czolgdéw. Blaszczak: planujemy pozyskanie dodatkowych F-35 lub F-15
(Wywiad)” [“Poland Will Buy 1,000 Tanks. Btaszczak: We Plan to Acquire Additional F-35 or F-15 (Interview)”],
Defence24, July 26, 2022.
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When ordering modern weapons for the Polish Army, we follow four criteria.
The first criterion is meeting the needs, the second is being state-of-the-art, the
third is speed of delivery, and the fourth criterion is interoperability. All these
criteria are met in the framework agreement of cooperation signed with South
Korea.>>*
On another occasion, he remarked, “When deciding to purchase equipment from South
Korea, I had to consider several aspects, including: the effectiveness of weapons, the pace of

deliveries and benefits for industry.”?>>

Cost

Although they are hard to compare because of the different deal packages, recent F-16 deals
were valued at $4.21 billion for 12 block 70 F-16s (Jordan)?>® and $23 billion for 40 block 70 F-
16s and modernization of 79 F-16s to V configuration (Turkey).?>” Meanwhile, Poland will pay
$705 million for the first 12 aircraft in the block 10 standard and $2.3 billion for 36 in the block
20 standard.

Because the FA-50 is a light combat aircraft developed from a trainer aircraft (T-50), both its
unit cost and its aircraft exploitation cost are lower than those of its much more advanced cousin,
the F-16. For example, as mentioned earlier, FA-50s will perform close air support earlier
assigned to the F-16. According to the head of the Poland’s Air Force Directorate, performing
this mission with the FA-50 will be one-third the cost. He also compared fuel usage during a
tactical interception mission, based on the FA-50 test flight: For intercepting five targets in one
hour and 15 minutes, the FA-50 used 1.5 tons of fuel, while, “for the same mission profile, the F-
16 would use 3 tons.”?>® This economic advantage might be a reason Poland now can talk about
acquiring an additional 32 aircraft, not accounted for by the modernization program announced
in 2019. As one commentator noted, the purchase of the FA-50 comes at a time “when this mass
is urgently needed.”?>

Financing appears to be another advantage of the broader deal with the ROK: Reportedly, the
ROK provided Poland with loans as part of the FA-50 deal. The details of the financing package
are somewhat unclear. In 2022 and mid-2023, Polish officials indicated that the purchase of

254 poland Ministry of National Defence, “Samoloty FA-50 wzmocnig zdolnosci Sit Powietrznych” [“FA-50
Aircraft Will Strengthen the Capabilities of the Air Force],” press release, September 16, 2022.
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Korean equipment was financed through a special off-budget Armed Forces Support Fund.?¢°
Meanwhile, the information from the ROK indicated that the deal would be financed through
loans from Korean state—run and private banks.?! This information was later confirmed,
however, the confirmation came in the context of a discussion of problems in providing the
loans. 262

Function

Poland’s requirement to replace the Soviet-era aircraft became more urgent as Poland
prepared to send part of its fleet to Ukraine. As a light combat aircraft, the FA-50 is expected to
perform close air support, strike coordination and reconnaissance, and air interdiction missions;
it will also be capable of cooperating with F-16s and F-35s in mixed-fighter force operation
groups; in peacetime, the FA-50 will support NATO’s Baltic Air Policing mission.?%> Some
experts have also noted that, as a light aircraft, the FA-50 has smaller infrastructure requirements
and could “use numerous small or makeshift airports and road sections,” which would make
them “front-line aircraft.”?** The FA-50 can carry a load of up to 4.5 tons, which is less than the
F-16 can carry (7.5 tons) but more than the MiG-29 or Su-22 can.?6’

Availability

The two other advantages most commonly highlighted by Polish officials are the speed of
delivery and interoperability. Reportedly, the first batch of 12 aircraft, delivered a little more
than a year after signing the contract (the first aircraft delivered in eight months), was initially
intended for the ROK Air Force, but the ROK responded to the urgent request of Polish partners
in the face of war in Ukraine.?® In contrast, experts have noted that neither new F-16s nor F-
35s—already operated or ordered by the Polish Air Force—would be available on such short
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National Defense Spend in 2022?”’], Defence24, November 30, 2022.
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notice. As of January 2024, there was officially an F-16 production backlog of 135 aircraft, soon
to increase to 146.2¢7

Poland could order a Eurofighter Typhoon, Saab JAS 39 Gripen C, or possibly a Dassault
Rafale.?® But that is where interoperability comes into play. FA-50s were developed in
cooperation between KAI and Lockheed Martin, and they reportedly share many systems and
infrastructure requirements with F-16s.2%° Thus, training and integration into the force will be
easier, faster, and cheaper than introducing one of the European aircraft would be. According to
Poland’s Minister of National Defence, it was one of the important factors in the FA-50 deal.?’?

Industry Incentives and Strategic Considerations

The deal also creates opportunities for the Polish defense industry: FA-50s will eventually be

serviced in Poland. “Lenient policy toward technology transfers”?’!

seems to be an important
advantage of the deal with the ROK over its possible alternatives. Relatedly, Poland’s Minister
of National Defence highlighted that the deal is part of a broader strategic approach in which the
two countries share an understanding of Russia’s threat and want to cooperate long into the
future: Poland hopes to be a European servicing (maintenance, repair, and operations) hub for
FA-50s potentially purchased by other countries of the region and ultimately participate in the
production. The producer declared that Poland could host the production of some of the FA-50’s
components, as well as a regional pilot training center.?’? The defense minister highlighted that
having servicing centers both in the ROK (currently) and in Poland (starting in 2026) is an
important redundancy in case of high-intensity conflict when supply chains could be
disrupted.?”

Noteworthy are the shifts in priorities based on the changed threat perception. Some of the
earlier delays in the technical modernization of the Armed Forces of the Republic of Poland
stemmed from the fact that Poland wanted to develop its defense industry. This was, for
example, one of the arguments against the Caracal deal, which supposedly undermined existing
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helicopter production lines in Poland.?’* This was less the case with fixed-wing aircraft, but,
before 2022, opportunities for the Polish defense industry could be a phase 1 factor (specifically,
factor 5.C, domestic industrial interests and benefits to domestic economies). However, post-
2022 domestic industrial interests seem to be subordinated to threat-based considerations.
Similarly, in the past, a desire to strengthen ties with the ROK through capability acquisition
would be a phase 1 factor (factor 3.C, a desire to strengthen ties with an ally or partner through
capability acquisition). Now, it is a phase 2 factor. Table 4.2 summarizes the phase 2
considerations involved in the selection of the FA-50 aircraft from the ROK.

Table 4.2. Summary of Poland’s Purchase of the South Korean FA-50 Aircraft

Measure Assessment

Cost e The contracts are worth $3 billion: $705 million for the first 12 aircraft in the block 10
standard and $2.3 billion for 36 in the block 20 standard. This is less than the F-16
contracts.

e Operating cost is two to three times less than F-16.

Function ¢ One goal was to replace Soviet-era MiG-29 and Su-22 aircraft.
e Additional goals were to add capabilities for close air support, strike coordination and
reconnaissance, and air interdiction missions.
e Poland had earlier considered expanding the F-16 fleet instead, but none were available
on short notice.
¢ Another functional goal was interoperability with the F-16 and F-35 and large synergy with
the F-16.

Availability e This was a key decision factor.
e The first 12 in the block 10 standard were diverted from the ROK Air Force order and
delivered a little more than a year after signing the contract.
¢ No alternatives are available on such short notice.
e Between 2025 and 2028, 36 FA-50PLs in Block 20 standard will be delivered.

Offsets and o KAl will cooperate with PGZ to establish a service center (maintenance, repair, and
incentives operations) in Poland by the end of 2026. It could become a hub for Europe.

e In the future, Poland might participate in the production of components.

e There might be an attractive financing package.

Strategic e The two countries see the broader arms deal as strategic cooperation: shared values,
considerations understanding of threats, and defense and economic ties.
e Cooperation between the two countries secures redundancy in case of high-intensity
conflict, when supply chains could be disrupted.

Policy Implications

Poland’s decision to buy the FA-50 meets DSCA and broader U.S. objectives: It will allow
support of Ukraine while maintaining Poland’s readiness with as little interoperability loss as
feasible on compressed timelines. There are several lessons to be taken from this case:

274 Jaroslaw Adamowski, “Poland to Cut Caracal Order, Reconsider Black Hawk, AW149,” Defense News,
December 29, 2015.
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It illustrates a situation in which an urgent defense need arose that could not be met by a
U.S. solution because U.S. production capacity was insufficient. Meanwhile, a non-U.S.
solution that—even if less technologically advanced—could quickly fill the gap while
meeting basic interoperability standards.

It exemplifies a case in which mass might be ultimately more important than quality:
Poland could wait longer for a higher-end solution but chose a less expensive, more—
quickly available capability that allows a higher total number of aircraft.

The fact that the ROK is a U.S. ally, heavily utilizing U.S. equipment, makes the country
a significantly better foreign arms supplier than any non-ally, both for strategic and
interoperability reasons.

Both countries are U.S. allies, albeit in two different theaters. Advancing ties between the
two regions could ultimately lead to synergies and useful redundancies, which might
prove important should a major contingency in either of the two theaters arise.
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Chapter 5. Case Study 3: The Netherlands’ Purchase of a
Multiple-Rocket Launch System from Israel

Introduction

In the first bilateral, government-to-government defense contract between the Netherlands
and Israel, the Dutch Ministry of Defense announced in May 2023 that it had struck a deal with
the Israel Ministry of Defense to purchase 20 Precise and Universal Launching System (PULS)
MRL systems developed and manufactured by the Israeli Elbit Systems defense company (see
Figure 5.1).27 The deal consisted of a five-year contract for $305 million that included
integration of the launch system on existing and future Dutch truck platforms, rockets and
missiles of varied ranges, and training and support.?’¢ Formerly designated the LAR-160 Lynx
MRL, PULS is in use by the Israel Defense Forces (IDF) under the designation Lahav (blade).
PULS is said to be comparable to the U.S. HIMARS in terms of mobility, range, and firepower.
It is very adaptable in terms of the types and ranges of munitions it can employ and can fire

rockets or precision-guided missiles with ranges between 12 and 300 km.?"’

Figure 5.1. Elbit Systems’ Precise and Universal Launching System Multiple-Rocket Launch
System

SOURCES: Elbit Systems promotional photos.

275 Emanuel Fabian, “Israel Inks First-of-Its-Kind $305 Million Sale of Artillery Systems to Netherlands,” Times of
Israel, May 18, 2023.

276 Elbit Systems, “Elbit Systems Awarded $305 Million Contract to Supply PULS Rocket Artillery System to the
Royal Netherlands Army,” press release, May 18, 2023.

277 Elbit Systems, 2023.
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Background: The Netherlands—Israel Defense Relationship

The Netherlands’ relationship with Israel extends back to Israel’s establishment in 1948,
prior to which the Netherlands voted in favor of the UN partition plan dividing Palestine into
Jewish and Arab enclaves. The Netherlands recognized the State of Israel in 1949 and was the
first country to establish diplomatic representation. It also represented Israel’s interests in
Moscow and Warsaw when the Soviet Union and Poland severed diplomatic relations with Israel
between 1967 and 1992.278 Since 1975, the Netherlands and Israel have cooperated on a wide
variety of issues, including training of aid workers in developing countries and industrial
R&D.2” The Netherlands is one of Israel’s largest trading partners.?8°

The Netherlands—Israel defense relationship has evolved over several decades and can be
considered relatively close, in line with the overall state-to-state relationship. The two countries
have conducted subject-matter expert exchanges on UAVs, counter—improvised explosive device
options, and cybersecurity. Israel and the Netherlands have trained together in exercises,
including in 2012 and 2014, when Dutch commandos trained in Israel.28! Since 2000, Israeli
companies have exported a wide variety of arms to the Netherlands. Until the government-to-
government PULS contract, arms transfers from Israel to the Netherlands had been what the
United States would call direct commercial sales, giving the Dutch military extensive experience
with Israeli-produced defense systems. According to the Database of Israeli Military and
Security Export, Israeli arms bought by the Netherlands include Spike antitank guided-missile
systems, Aerostar tactical UAVs, a cyberintelligence system, Iron Fist active armor protection
systems, a battle management system, the Litening advanced targeting pod for Dutch F-16s, the
ReDrone counter-UAV system, and the RecceLite reconnaissance pod.?8?

Figure 5.2 shows Israel’s arms exports to the Netherlands since 2006. Until the 2023 PULS
deal, many of Israel’s exports to the Netherlands occurred between 2007 and 2011, centered on a
large order of Spike antitank guided missiles, the Litening targeting pods, and the Aerostar UAV.
The small set of exports in 2017 and 2018 were also Spike systems. Some exports (Iron Fist and
ReDrone) do not appear to be included in the SIPRI database. The Netherlands receives the vast
majority of its arms transfers from the United States; Germany, Italy, and Sweden are distant
second, third, and fourth (Figure 5.3). Israel is the Netherlands’ eighth-largest supplier.?83

278 Embassy of Israel, “Relations Between Israel and the Netherlands,” webpage, The Hague, Netherlands, undated.
279 Embassy of Israel, undated.

280 Embassy of Israel, undated.

281 New Profile, “Netherlands,” Database of Israeli Military and Security Export, undated.

282 New Profile, undated.

283 As 0f 2023 (SIPRI, undated-a [Trade Register Database]).
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Figure 5.2. Israeli Arms Exports to the Netherlands, 2006—2023

Arms Sales from Israel to the Netherlands (2006-2023)
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Figure 5.3. Countries Supplying the Largest Percentages of the Netherlands’ Arms, 2006—2023

Top 5 Arms Suppliers to the Netherlands

Other
Sweden 14%
5%
Italy
5%

Germany United States
7% 69%

SOURCE: Features data from SIPRI, undated-a (Trade Register Database).

Notably, the Netherlands’ and Israel’s involvement in the U.S. F-35 program has been a
source of cooperation between the two countries. The Netherlands operates one of three F-35
spare-parts distribution centers in the world at Woensdrecht and provides parts to Israel for its F-
35 fleet.?84 In February 2024, a Dutch appeals court ordered the government to halt deliveries of
F-35 parts to Israel out of concern about Israel’s conduct of the war against Hamas in Gaza
following the October 7, 2023, Hamas terrorist attack in southern Israel.?®> At the time of this
writing in early April 2024, there had also been calls in the Tweede Kamer—the lower house of
the States General, the Netherlands’ legislature—and from the Netherlands’ diplomatic
community to take punitive action against Israel if the humanitarian situation in Gaza did not
rapidly improve and the IDF attacked Rafah. This included a speech to the Kamer by outgoing
Netherlands Prime Minister Mark Rutte in which he said, “sanctions are not excluded,” and a
call in the upper legislative house, the Eerste Kamer, by 62 former Dutch ambassadors not to
ratify a recently signed Netherlands—Israel agreement on military cooperation.?3¢ Thus far, the
focus in Europe has been on halting arms exports to, not imports from, Israel, and there is no
sign that the PULS deal will be affected. Still, this demonstrates a potential obstacle to arms

284 Molly Quell, “Dutch Appeals Court Orders Netherlands to Stop Exports of F-35 Parts to Israel, Citing War in
Gaza,” Associated Press, February 12, 2024; Benedikt Stockl, “Dutch Cabinet in Hot Water Following Revelations
of Continued F-35 Deliveries to Israel,” Euractiv, November 8, 2023.

285 Quell, 2024.

286 «<Sanctions Not Excluded’ If Israel Opens Large Scale Attack on Rafah: Dutch PM Rutte,” NL Times, March 20,
2024.
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transfers in cases in which the importing country and the exporting country disagree on
fundamental policy or other issues at the strategic level.

Characteristics of Israel as a Defense Supplier

Israel has a relatively small, niche-oriented, yet technologically advanced DIB. The DIB
focused on major end items of equipment, such as aircraft and tanks, for many years. However,
since the 1990s, Israel’s defense industries have added emphasis to producing smaller arms
(including UAVs) and highly advanced systems and components that can be used to upgrade
existing weapon systems, both Western and Russian. The IDF operates the most-advanced
capabilities, including the U.S. F-35 stealth fighter aircraft and several U.S.—Israel-developed
ballistic missile defense systems (such as Iron Dome and Arrow). Israel’s threat environment and
the IDF’s operational requirements have played a primary role in driving the DIB, though
Israel’s defense companies earn most of their revenues from arms exports.?®’ Israel is able to
advertise its military equipment as “combat-proven” because it has been enhanced over time
through lessons learned in live conflict in Lebanon and in Gaza. This is an attraction for
prospective buyers that want the arms they procure to have been tested under the stresses of
military operations.

Elbit Systems is one of the largest of some 150 defense companies in Israel that, in total,
employ more than 30,000 professionals. Although most are privately owned SMEs, there are
three large state-owned corporations: IAI, Rafael Advanced Defense Systems, and Israel Military
Industries—the latter of which was acquired by Elbit in 2018. Israel reportedly devotes more
than $1 billion annually to R&D, test, and evaluation, which helps it maintain a technological
edge in its national military capabilities, as well as its defense exports.?88

Since 2000, Israel has been the eighth-largest arms exporter in the world, after Italy and the
UK, in some years making up more than 4 percent of the global total.?#” In 2022, Israeli defense
exports reached more than $12.5 billion, an 11-percent increase from the previous year and a 65-
percent increase over five years.??? This was driven in part by a tenfold jump in sales of UAVs
and drones (which make up a quarter of exports), as well as $3 billion in sales to Arab
signatories to the Abraham Accords with Israel (Bahrain, Morocco, and the UAE).?°! Missile and
rocket systems, such as PULS, along with air-defense systems, make up some 19 percent of
Israeli defense exports. The Ukraine war expanded European demand for Israeli defense

287 “Igrael: Defence Industry,” Janes, last updated November 17, 2023.
288 «Israel,” 2023.
289 QIPRI, undated-a (top TIV tables).

290 {J S. International Trade Administration, U.S. Department of Commerce, “Israel Country Commercial Guide,”
October 6, 2023.

291 4 S. Bureau of Near Eastern Affairs, U.S. Department of State, “The Abraham Accords Declaration,” September
15, 2020; U.S. International Trade Administration, 2023.
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systems; Europe makes up some 29 percent of Israeli exports. Germany signed a $3.5 billion
deal for IAI’s Arrow 3 ballistic missile defense system, making the contract the largest in Israeli
history.??

Israel is hoping to expand its export markets through reform of its licensing restrictions. In
2022, a proposal was presented to the Knesset, Israel’s legislature, that would simplify licensing
for unclassified products while exempting more countries (from 111 to 127) and weapon systems

(from 5,500 products to 8,200) from marketing licensing requirements.?%*

Phase 1 Factors: Dutch Motivations for Acquiring a Multiple-Rocket Launch
System

In the early 2000s, the Netherlands was facing defense budget cuts and personnel shortages.
Its 2000 Defence White Paper emphasized the need for “transformation” of its armed forces to
be more flexible, ready, and rapidly deployable to meet not only its alliance commitments but
also peacekeeping deployments.?** To accomplish this, the Dutch Ministry of Defence needed to
“create scope for new policy,” which meant meeting fiscal constraints elsewhere in the defense
budget, including by disposing of defense material through “sales of NLG640 million over the
next ten years™?*° (factor 4.B, addressing gaps and modernization requirements). As part of this
transformation, which included expansion of its mechanized infantry units, the Netherlands
decided to deprioritize its long-range indirect-fire capability and sell 22 of its 23 U.S.-made
M270 multiple-launch rocket system launchers to Finland for €30 million.?*® Since 2004, the
Royal Netherlands Army (RNLA) has relied on the PzH 2000 155-mm self-propelled howitzer,
which can fire precision-guided Excalibur rounds up to 50 km, for its longer-range indirect-fire
support. And even many of the howitzers were removed from service, with 31 of 57
decommissioned in 2011 (although 15 of those decommissioned were back in service in
2021).2°7 Thus, the Netherlands had stepped away from its long-range rocket systems and was
relying on artillery to provide midrange strike capabilities. Long-range fires were therefore a gap
in capability for ground forces.

Clearly, the Russian invasion of Ukraine in 2022 (factor 1.B, proximity to armed aggression)
was an important consideration in the Netherlands’ decision to return to an MRL system. The

292 U S. International Trade Administration, 2023.

293 International Institute for Strategic Studies, “Middle East and North Africa,” Military Balance, Vol. 123, No. 1,
2023c¢, p. 312.

294 Netherlands Ministry of Defence, Summary of the Defence White Paper 2000, undated-b, pp. 1-2. See also
Emma Helfrich, “The Netherlands Is Going to Bet Big on Long-Range Weapons,” War Zone, April 3, 2023.

295 Netherlands Ministry of Defence, undated-b, p. 22.
296 Nicholas Fiorenza, “First PULS MRL Arrives in Netherlands,” Defence Weekly, February 19, 2024,
297 «“Netherlands: Army,” World Armies, last updated November 30, 2023.

64



Netherlands transferred eight PzZH 2000 howitzers out of its inventory to Ukraine soon after the
start of the war.?® Since the invasion, the Netherlands has undertaken a broad effort to shore up
its long-range strike capabilities across land, sea, and air forces in the context of an increasing
defense budget (factors 4.D, extend power projection, and 5.B, the relationship between
economic growth fueling defense budgets and political commitments to spend). Much of the
strategic motivation for this effort was laid out in the 2022 Defence White Paper, released after
Russia’s attack.?®® Noting that Russia’s invasion of Ukraine brought about “a severe
deterioration in the security situation,” the Netherlands mandated actions to invest in long-range,
precision-guided systems for the F-35 and for frigates and submarines and in the form of rocket
artillery systems for the RNLA.3% It also called for increasing defense collaboration and
interoperability (factor 4.C, interoperability and ability to contribute to a coalition) with other
European allies, calling out expanded RNLA integration with the German Army in particular to
“increase . . . collective striking power*°! (factor 1.C, addressing vulnerabilities).

The Netherlands sought out U.S. systems for its air and naval forces. In February 2023, DOS
approved a $908 million FMS case for 120 Joint Air-to-Surface Standoff Missile—Extended
Range cruise missiles—with 1,000-km range—for its 52 F-35 aircraft. Likewise, the Dutch
Ministry of Defence was seeking Raytheon Tomahawk cruise missiles for its four De Zeven
Provincién—class frigates and three Walrus-class submarines, reportedly setting aside some $1.1
billion to $2.7 billion for these upgrades.3*? On the ground side, Ukraine’s success in employing
the U.S. HIMARS was a strong motivation for considering this system for the RNLA, as it has
been for other European allies, such as the Baltic nations, Poland, and Romania. Table 5.1
summarizes the phase 1 factors involved in the Netherlands’ decision to purchase rocket
launchers.

298 Netherlands Ministry of Defense, “Militaire steun aan Oekraine,” webpage, undated-a.

299 Netherlands Ministry of Defence, A Stronger Netherlands, a Safer Europe: Investing in a Robust NATO and EU,
2022 Defence White Paper, June 2022.

300 Netherlands Ministry of Defence, 2022, pp. 10 and 28. It notes that “the security situation in Europe is
deteriorating due to the Russian invasion of Ukraine. The consequences are barely comprehensible. The integrity of
the allied territory is under real threat” (p. 11).

301 Netherlands Ministry of Defence, 2022, p. 8.

302 Timothy Wright, “Dutch Target Long-Range Strike Upgrades That Expose European Shortfalls,” Military
Balance Blog, February 23, 2024.
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Table 5.1. Phase 1 Considerations for the Netherlands’ Purchase of Rocket Launchers from Israel

2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation  Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations Considerations
A. Insecurity Coercive signals  Fear that Desire to divest Increasing Public opinion
capability from a rival or territorial defense
acquisition leads  pariah state and domain
to provocation awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing Domestic
armed counterarming, or transition and gaps and economic
aggression security dilemma regional modernization enablers and
integration requirements constraints
C. Commitments Perception of Keeping pace Desire to Interoperability Domestic

own
vulnerabilities

D. Ambitions Collective security
guarantees and
regional security

architecture

with regional
peers

Role of territorial
disputes, frozen
conflicts, and

contested areas

strengthen ties
with an ally or
partner through
capability
acquisition

Desire to
maintain
strategic
autonomy

and the ability to
integrate with a
coalition

Extend power
protection

industrial interests
and industrial
base
development

Status, prestige,
and national pride

Factors in the Netherlands’ Decision to Acquire the Israeli Precise and
Universal Launching System

As previously stated, the Netherlands was seeking its first MRL system for the RNLA since

the 2004 divestiture of the M270s as part of a 2022 strategic decision to increase its long-range

fire capability across the three services.

303

Having witnessed Ukraine’s success in employing the

U.S. HIMARS and needing to fill a gap with some urgency, Dutch government research into
alternatives identified both the HIMARS and the Israeli PULS as the only two weapon systems
meeting the Netherlands’ long-range fire requirements. The rest of this section describes the
phase 2 factors that led the Netherlands to select PULS over HIMARS. Table 5.2 at the end of
the section summarizes these factors.

Cost

In light of the new strategic priority the Netherlands placed on increasing long-range

capability in all three of its military services, cost was an important consideration. At $305

million, the Israeli PULS package was less than half the $670 million price of the comparable
HIMARS package. Moreover, there were efficiencies that PULS could bring to the table that
would yield cost savings later. Procurement of PULS by other NATO allies, including Germany,

Denmark, and Spain, provided the potential for a user group that could pool spare parts for the

303 Fiorenza, 2024.
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system. Additionally, PULS compatibility with a wide variety of tracked and wheeled vehicles
and PULS integration with the Netherlands’ Scania Gryphus wheeled armored trucks, already a

large fleet, will save training and maintenance costs.>%

Function

Both HIMARS and PULS meet the Netherlands’ requirements, but PULS was found superior
in several aspects. The Netherlands found PULS to have some advantages over HIMARS in
terms of capacity and interoperability with European partners. PULS can carry a larger number
of rockets and missiles and can easily vary the munitions across types and ranges, including 18
Accular 122-mm guided rockets with 35-km range, ten Accular 160-mm guided rockets with 40-
km range, four high-precision EXTRA rockets with 30- to 150-km range, and two high-precision
Predator Hawk rockets with 50- to 300-km range.’%

PULS also met the requirement outlined in the Defence White Paper to increase defense
collaboration and interoperability with European partners. Germany was slated to purchase five
PULS weapon systems, “facilitated through the Dutch agreement,” to replace five M270 MARS
IT rocket systems transferred to Ukraine.>’® Despite this, it appeared that HIMARS remained in

the mix as a potential long-range fire system for the German Army.3"’

Availability

PULS was available with training and, according to the Netherlands Ministry of Defence,
could be available for delivery sooner than the HIMARS.3% The first PULS launcher appears to
have arrived in the Netherlands in early 2024 and was delivered quickly to enable the RNLA to
begin training on it in anticipation of the full-production version arriving in 2025-2026 and

integrated with the Scania Gryphus wheeled armored trucks.??

Offsets and Incentives

Although it is not clear whether incentives were offered at the time the PULS contract was
signed between the Netherlands’ and Israel’s ministries of defense, an incentive emerged when
Amsterdam-based KNDS signed a cooperation agreement with Elbit in September 2023 to

304 Fiorenza, 2024.
305 «pyULS Rocket Artillery Systems, Israel,” Army Technology, May 31, 2023.

306 «“Germany to Purchase 5 PULS Rocket Launchers from Netherlands Army,” Army Recognition, September 20,
2023.

307 Elisabeth Gosselin-Malo, “Lockheed Martin Preps Souped-Up HIMARS Demo for Germany,” Defense News,
December 20, 2023.

308 «“The Netherlands Announced a Missile System Better Than the HIMARS: How Weapons from Israel Are
Taking Over the European Market,” Defense Express, April 4, 2023.

309 Fiorenza, 2024.
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coproduce a European rocket artillery kit, EuroPULS. A KNDS modular fire-control system
would be integrated into the existing PULS to offer a “Europeanized” version of PULS to other
NATO countries that could be integrated on existing wheeled or tracked launcher platforms and
could use European-manufactured rockets and missiles. EuroPULS would compete with the
Lockheed Martin—Rheinmetall partnership offering of an upgraded HIMARS to Germany to
replace its MARS II rocket launchers.?!?

Strategic Considerations

The Netherlands’ priorities shifted in response to Russia’s aggression. As noted earlier, the
Netherlands’ 2022 Defence White Paper called for an urgent investment in long-range fires from
land, sea, and air as a result of perceived vulnerabilities laid bare by Russia’s invasion of
Ukraine.’!! The white paper called not only for expansion of these capabilities but also for
increased interoperability and collaboration with the Netherlands” European partners in an effort
to “improve strategic autonomy and contribute to a more self-reliant Europe.”*!'> The PULS
acquisition was in line with all of these requirements by meeting operational needs, offering
compatibility with legacy launch platforms and future European-manufactured munitions, and
setting the stage for a Europeanized version of the system.*!?

319 Vivienne Machi and Elisabeth Gosselin-Malo, “KNDS, Israel’s Elbit to Produce European Rocket Artillery Kit,”
Defense News, September 14, 2023.

311 Netherlands Ministry of Defence, 2022.
312 Netherlands Ministry of Defence, 2022, p. 36.

313 From a machine-translated version of the announcement of the PULS deal by the Netherlands Ministry of
Defence, in Anders Puck Nielsen, “Netherlands Buys the PULS Rocket Artillery System,” Romeo Squared: Defense
Blog, April 12, 2023.
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Table 5.2. Summary of the Netherlands’ Purchase of the Israeli Precise and Universal Launching

System
Measure Assessment
Cost e PULS cost was less than half that of HIMARS ($305 million versus $670 million).
e There was potential for pooling spare parts in a user group with Denmark, Spain, and

Germany.
o PULS was compatible with a broad variety of wheeled and tracked platforms, providing a
significant reduction in maintenance and training costs for legacy fleets.

Function e The Netherlands’ research determined that two systems, HIMARS and PULS, could meet
its requirements.

e PULS carries more missiles.
e PULS launchers would be compatible with European munitions in the future.
e PULS can vary munitions fired across type and range.
e PULS was interoperable with other NATO countries using PULS and similar systems.
Availability e PULS was available for delivery sooner than HIMARS.
e The first of 20 PULS weapon systems were available off the shelf by the end of 2023.
o Full-rate production version was available in 2024
e PULS was slated for serial production in 2025 and 2026, with assembly of PULS on
newly acquired, Dutch-produced Scania Gryphus cargo vehicles.
Offsets and e There was a cooperation agreement between Elbit and KNDS to jointly manufacture
incentives EuroPULS.
¢ This was the first government-to-government defense contract between Israel and the
Netherlands.
Strategic e The Netherlands Ministry of Defence cited enhanced prospects for “international
considerations cooperation in order to increase European autonomy.”?

@ Netherlands Ministry of Defence, 2022, p. 36.

Policy Implications

The case of the Israeli sale of the PULS rocket launcher to the Netherlands illustrates how a
technologically advanced U.S. ally with a smaller, niche-oriented arms industry can provide
alternatives to, and compete with, U.S. systems to meet a partner’s urgent security and budget
priorities—in this case, to meet a relatively new and urgent operational requirement of a U.S.
ally at reasonable cost. Moreover, it is a case in which production licensing can enable an ally’s
autonomy, as well as interoperability with other NATO partners. PULS is a viable alternative to
HIMARS and would maintain or increase NATO interoperability while meeting the Netherlands’
desire to pursue strategic autonomy. But it also appears to be an instance in which the foreign
system was perceived as functionally superior to the U.S. system while offering benefits for the
recipient’s other national defense priorities, such as strategic autonomy and opportunities for
collaboration and coproduction. Thus, although cost and availability were important
considerations, in the Netherlands’ case, there were competitive reasons for selecting PULS over
HIMARS: If cost and availability had not been an issue, PULS still might have won a
competition.

For DSCA, this suggests that there might be a fine line between advocating for foreign
exports that can meet urgent operational needs of a budget-conscious ally on one hand and
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competing with comparable U.S. weapon systems on the other. Given the demand for HIMARS
acquisitions from multiple frontline allies—namely the Baltics, Poland, and Romania—that
noted HIMARS’ effectiveness in Ukraine, it might have made sense from a delivery schedule
standpoint for the Netherlands to acquire a system it could field quickly, given the urgent nature
of the requirement. But it appears that PULS also won on the basis of cost, effectiveness,
flexibility, and interoperability. From DSCA’s perspective, a business strategy must condition
any advocacy for non-U.S. solutions on a careful assessment of a potential recipient’s needs so
as not to undermine the competitiveness of U.S. arms exports. When an allied requirement is
urgent and cannot be met by the U.S. DIB, advocacy for comparable foreign alternatives makes
sense. When the United States can meet cost, schedule, and operational requirements, it must
compete against those alternatives. In the Netherlands’ case, the selection of PULS was a
sensible one in light of its strategic priorities and the urgency with which it sought to meet
emerging operational requirements. On the other hand, the Netherlands did select the U.S.-made
Joint Air-to-Surface Standoff Missile—Extended Range and Tomahawk to upgrade its air- and
sea-based long-range capabilities.

At the same time, a business strategy that leaves room for advocating for non-U.S. solutions
when conditions merit it must be cognizant of potential spoilers that could present obstacles to
procurement contracts between suppliers and recipients. Political sensitivities and other
challenges in particular bilateral relationships suggest the need for the business strategy to
emphasize alternative providers of non-U.S. solutions when these challenges appear.
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Chapter 6. Case Study 4: South Africa’s Purchase of Inshore
Patrol Vessels from the Netherlands

Introduction

In 2018, South Africa’s defense procurement agency, the Armaments Corporation of South
Africa (Armscor), awarded the Dutch Damen Shipyards contracts for the construction of three
MMIPVs 34 The three vessels purchased had been delivered as of March 2024,3!° for a total
estimated cost of $200 million.>'® This is part of South Africa’s Project Biro modernization
effort, focused on addressing piracy, illegal fishing, and smuggling.>!” Armscor picked Damen
Shipyards from an array of competitors; local, French, Turkish, and German suppliers were all
considered. Ultimately, economic concerns appear to be the deciding factors that drove South
Africa to purchase these vessels from Damen Shipyards—pragmatic budgetary concerns limiting
its military purchases, the importance of investing in military assets in areas that would benefit
South Africa’s maritime economic interests, and the desire to have the MMIPVs produced in
South Africa and reinforcing South African defense businesses. This purchase was, of course,
also congruent with South Africa’s desire to pursue geopolitical nonalignment and could be seen
as a balancing against previous purchases from China.?'®

In this case study, we examined the multitude of factors that pushed South Africa toward this
acquisition decision, starting first with identifying the country-level factors in South Africa,
including political, economic, and military contexts (phase 1 factors). From there, we looked to
the Netherlands, discussing the Netherlands’ defense industry, including its particular strengths
in the naval realm. We next examined the factors leading to the particular selection of the Dutch
MMIPV, including the importance of the offsets offered in the deal, and the functional
capabilities of the involved vessels (phase 2 factors). The case study closes with an exploration
of the implications of this case for DSCA, with a focus on how the United States can approach
the pragmatic considerations of purchasers that strive for a more multipolar world and try to

314 Sarah Lesedi, “Progress on Project Biro with Second MMIPV SAS Adam Kok Launch,” Military Africa,
October 22, 2022.

315 Fatima Bahti¢, “South African Navy’s 2nd Multi-Mission Inshore Patrol Boat Named,” Naval Today, October
31, 2023; Damen Shipyards, “Damen Shipyards Cape Town Hosts MMIPV Blessing Ceremony,” March 1, 2024.

316 Guy Martin, “First Project Biro Vessel to Be Handed Over Next Month,” defenceWeb, February 16, 2022.

317 Natasha Bezuidenhout, “Robust Maritime Enforcement Needed, SA Navy Chief Calls for More Patrol Vessels,”
People’s Post, March 5, 2024.

318 Guy Martin, “CSTC Will Help SAS Rejuvenate South African Maritime Industry,” defenceWeb, August 31,
2015.
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balance their acquisition portfolios between U.S.-adversary and Western states.?!® This is an
especially delicate balance with countries that the United States still has deemed as strategically
significant but that currently have strained or nascent ties with the United States.

Background: The Netherlands—South Africa Defense Relationship

Ties between the Netherlands and South Africa stretch from 1652 onward, born from a long-

320

standing Dutch colony in South African territory,”’*” with relations chilling during apartheid and

warming again after the fall of the apartheid government.*?! The long-standing colonial ties help

322 and

account for significant Dutch influences in the culture, language, and arts of South Africa,
the Netherlands is a major trading partner with South Africa—in fact, its 14th-largest trading
partner, in money spent, in 2021.%?* Politically, the Netherlands and South Africa signed an
MOU in 2015 that provides for regular meetings between their respective ministers of foreign
affairs.3?* This relationship is further deepened by its position in the larger context of South
Africa’s relations with the broader EU—South Africa has had a “strategic partnership” with the
EU since 2007, and the EU has invested a significant amount in loans and equity investment into
South Africa.’?’ Strategic partnership is not explicitly defined but conceptualized as a long-term
mutuality of interest and of further interest in joint decisionmaking. It usually indicates that a
relationship is important to the EU and that there might be closer economic or security ties
between the EU and the country over time.

Despite these economic, political, and historical ties, the Netherlands and South Africa do not
appear to have an especially close defense relationship. Outside of the sale of vessels covered in
this case study, there have been no recorded arms transfers between the two countries in the past
decade.??¢ In October 2023, the two countries signed a letter of intent (LOI) to cooperate, but it is
unclear what topics this agreement covers.>?” They have a few shared bilateral exercises, such as

319 Christopher S. Chivvis, Zainab Usman, and Beatrix Geaghan-Breiner, “South Africa in the Emerging World
Order,” Carnegie Endowment for Peace, December 21, 2023.

320 L ynsey Chutel, “Dutch Royals Confront Their Country’s Colonial Legacy in South Africa,” New York Times,
October 20, 2023.

321 Cyril Ramaphosa, “Opening Remarks at Official Talks with King Willem-Alexander on the Occasion of the
Netherlands State Visit,” South Africa Department of International Relations and Cooperation, October 19, 2023.

322 Ramaphosa, 2023.

323 wWorld Integrated Trade Solution, “South Africa Trade Balance, Exports and Imports by Country 2021,” accessed
March 5, 2024.

324 Netherlands Ministry of Foreign Affairs, “Joint Communiqué of the Third Meeting of the South Africa—the
Netherlands Joint Commission for Cooperation,” diplomatic statement, October 18, 2023b.

325 Eu Delegation to South Africa, “The European Union and South Africa,” February 26, 2024.
326 Wezeman, Gadon, and Wezeman, 2023.

327 SA Defence News, “Signing of the Letter of Intent Between RSA and Netherlands,” video, October 10, 2023.
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the exercise Serolane, a small exercise involving the South African National Defence Force and

the RNLA in 2012, focused on infantry training.’?® In fact, more-recent military exercises of note

seem to have been with Russia, China, and South Africa.??’

Figure 6.1. Trend-Indicator Value of Arms Sales from the Netherlands to South Africa, 2012-2022
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SOURCE: Features data from SIPRI, undated-a (TIV of arms exports to South Africa, 2012—-2022).

NOTE: The chart does not account for most of the arms deals announced in 2022 because the deliveries will
continue for several years. The TIV is a measure constructed by SIPRI that aims to capture a comparable value for
military equipment. It aims to do this regardless of the countries involved, the price paid (which is not always known),
or the date of the transfer, in a way that normalizes inflation and currency translation. More information is available on
this value on SIPRI's methodology webpage (SIPRI, undated-b).

As identified in Figure 6.1, the Netherlands and South Africa do not have a long-standing
relationship of arms deals. In general, however, the Netherlands has presented itself as a possible
alternative to closer ties with China and Russia for South Africa, but one can see South Africa’s
unwillingness to invest deeply and completely in the Netherlands, the United States, Germany, or
Turkey as part of its longer-term foreign policy focused on balancing Western and Chinese and
Russian interests.>** When South Africa became a democracy, the government openly indicated
its unwillingness to be further involved in great-power competition.*3! Its foreign policy of

328 «SANDF, Royal Netherlands Army Train at Lohatlha,” defenceWeb, June 12, 2012.

32910 2019 (“Joint Naval Military Exercise Code-Named Mosi in South Africa,” Army Recognition, November 30,
2019) and 2023 (“South Africa’s Navy Stages Controversial Exercises with China, Russia,” France 24, February 17,
2023).

330 Netherlands Ministry of Foreign Affairs, “Africa Strategy: Closer Cooperation Between Africa and the
Netherlands,” blog post, June 13, 2023a.

331 African National Congress Department of International Affairs, “Foreign Policy in a New Democratic South
Africa: Discussion Paper,” October 1993.
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nonalignment is characterized as a commitment to multilateral organizations, to noninvolvement
in conflicts involving great powers, and to not identifying itself too strongly as in the camp of the
United States and Western countries or of U.S.-adversary states. However, although South Africa
has worked hard to maintain a position of nonalignment, China was its largest trading partner as
0f 2021,3*? and South Africa has awarded its other major naval purchase to a Chinese
company.**3 Russia has deep historical ties with the African National Congress, the ruling party
in South Africa,*** and South Africa has been accused of supplying weapons to Russia for its
fight in Ukraine.**® Figure 6.2 supports this effort to balance, with Sweden and Russia as the
main arms sellers to South Africa in the past decade. Despite this, Figure 6.2 also highlights the
importance of this particular acquisition to South Africa’s overall acquisition purchases: This
single acquisition makes up 14 percent of its overall arms exports during the time period, and
this acquisition alone making the Netherlands South Africa’s third-largest arms seller partner by

value.?3¢

332 world Integrated Trade Solution, 2024,
333 Martin, 2015.
334 UN, “The United Nations: Partner in the Struggle Against Apartheid,” webpage, undated.

335 Nahal Toosi, “A U.S. Envoy’s Tongue-Lashing of South Africa Infuriates Foggy Bottom,” Politico, June 1,
2023.

336 SIPRI, undated-a (TIV of arms exports to South Africa, 2012-2022).
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Figure 6.2. The Five Countries Sending the Largest Percentages of Arms Supplies to South Africa,
2012-2022, by Value
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SOURCE: Features data from SIPRI, undated-a (TIV of arms exports to South Africa, 2012—-2022).

Characteristics of the Netherlands as a Defense Supplier

The Netherlands is smaller, technologically advanced defense supplier, and one particularly
focused on naval capabilities and niche capabilities that feed into its naval capability expertise. It
is a small, research-focused defense supplier, and, because its defense budget is correspondingly
small, a great deal of its production is exported. In 2019, for example, at least half of its
production was exported.*3’

The Netherlands has a lengthy shipbuilding history. In the 17th century, it was considered the
dominant shipbuilding force in Europe, with ships considerably more technologically advanced

337 Dick Zandee, Armament and Transatlantic Relationships: The Dutch Perspective, Armament Industry European
Research Group, October 2019.
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than others on the market during that period.>*® Janes has indicated that Damen Shipyards, the
company tasked with this acquisition, is one of the “capabilities of particular note,” as well as the
principal naval actor in the Netherlands’ DIB. Other capabilities of note and national
development are equally maritime-focused, with Janes highlighting the Netherlands’ naval radar
capabilities, communication systems, anti-aircraft and missile systems, logistics support, and C2
technologies.** In other words, the Netherlands® defense industry is especially well known for
its maritime platforms and their associated support technologies and materiel. Other major Dutch
companies of note in this space are Royal IHC and RH Marine. Outside of naval capabilities, the
Dutch were also instrumental in the F-35 program and are known for the Boxer armored
vehicles,** but it depends largely on European neighbors and the United States for its
acquisitions outside of the maritime domain.?#!

This focus is echoed in data on arms transfers from the Netherlands between 2012 and 2023,
with 53 percent of total sales being ships and an additional 23 percent being sensors, a majority
of which are maritime radars. During this time period, South Africa made up a small fraction of
the Netherlands’ overall sales, with much larger sales to Colombia (a SIGMA-105 frigate), the
United States (significantly more Stan patrol vessels) and Morocco (a SIGMA-90 frigate).>*?

Although strong historically, the Netherlands has lost considerable market share in the naval
acquisition market, sliding from controlling 45 percent of ship export volume in the 1980s to 4
percent in 2023, mostly to Asian suppliers.** The Netherlands clearly considers its DIB
important, especially its naval capabilities, and has pledged considerable funds to domestic
shipbuilding capabilities in the near term. The government has openly identified this move as an
attempt to respond to the loss of market share.>** It is likely also attributable to the increasing
pressure on NATO countries to invest in their own indigenous defense capabilities: The
Netherlands has noted in its most recent defense industry strategy concerns about both the
European security situation and its perceived lagging ability to maintain sovereign defense.’#’
Additionally, although this is partially to support its exporting capabilities, it is also partially an
understandable government response both to the need to modernize its own aging fleet and to the

338 Richard W. Unger, Dutch Shipbuilding Before 1800: Ships and Guilds, Van Gorcum, 1978.

339 «“Netherlands: Defence Production and R&D,” Sentinel Security Assessment: Western Europe, March 1, 2022,
340 «Netherlands: Defence Production and R&D,” 2022.

341 Zandee, 2019.

342 SIPRI, undated-a (TIV of arms exports of the Netherlands, 2012-2023).

343 “Netherlands Plans to Invest in Strengthening Domestic Shipbuilding Industry,” Maritime Executive, October
30, 2023.

344 «Netherlands Plans to Invest in Strengthening Domestic Shipbuilding Industry,” 2023.

345 Netherlands Ministry of Defence and Netherlands Ministry of Economic Affairs and Climate Policy, Defence
Industry Strategy, memorandum, November 2018.
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existential threat of climate change, with the Netherlands being a low-lying country already

using dikes to protect itself against sea-level rise.?4¢

Phase 1 Factors: South Africa’s Motivations for Acquiring Patrol Vessels

The Demands of South Africa’s Maritime Territory

When the purchase orders for these vessels were approved, the South African Defence
Review 2014 had just noted that the majority of South Africa’s imports and exports came from
across the ocean and that South Africa was failing, in many ways, to defend those financial
flows, with poor maritime domain awareness and losses of an estimated $315 million a year to
illegal fishing.?*” The South African Navy, indeed, has a traditionally both surveyed and
patrolled its own coastline and has assisted other African countries in patrolling their
coastlines.**® The military successfully linked its need for more naval assets** to the economy
and the promotion and protection of trade, and this is the only reason it successfully supported
the purchase of the new MMIPVs despite South Africa’s budgetary crisis.*>° Since that time, the
issues of piracy, illegal fishing, and drug smuggling in African coastal waters have only
grown.?! The estimated illegal fishing loss alone for the combined West African countries was
$10 billion in 2023, and the nations have banded together in an effort to better police their

352 The South African Navy has continually linked the purchase of

maritime economic zones.
these vessels with the failure to control illegal fishing and piracy rhetorically, highlighting it with
the delivery of each vessel. South African Navy Chief Vice Admiral Monde Lobese noted in
2024 that these ships provide rapid response on the coastline for such issues as the dozens of

333 The economic

vessels that turn off their reporting systems and enter South African waters.
pressure on South Africa to increase its maritime domain awareness and policing therefore seems
an important factor to explain the country’s investment in new vessels (factor 4.A, increasing

territorial defense and domain awareness). Additionally, these acquisitions have been linked to

346 «“Netherlands Plans to Invest in Strengthening Domestic Shipbuilding Industry,” 2023.

347 South Africa Defence Review Committee, South African Defence Review 2014, September 2014; Sipho Kings,
“SA at Sea over Illegal Fishing in Its Waters,” Mail and Guardian, May 19, 2016.

348 Andre Wessels, “The South African Navy and Its Predecessors, 1910-2010: A Century of Interaction with
Commonwealth Navies,” Scientia Militaria, Vol. 38, No. 2, 2010.

349 Kings, 2016.

350 Sean Mfundza Muller, “South Africa’s Medium-Term Budget Reflects Difficult and Contested Decisions,” The
Conversation, November 1, 2023.

351 Africa Defense Forum, “Coastal Waters Turning into “World’s Biggest Transnational Crime Scene,’”
defenceWeb, October 30, 2023.

352 Sam Lagrone, ““Blue Africa’ Partnership Seeks to Curb Annual $10B Loss from Illegal Fishing,” U.S. Naval
Institute News, October 4, 2023.

353 Bezuidenhout, 2024.
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broader trends in South Africa’s government acquisitions and investment focused toward
maintaining the country’s ocean economy, such as Operation Phakisa, a broader development
and infrastructure push.’*

Modernization in Austerity

Although one of the most-capable naval forces in its region, the South African Navy has

suffered under the budgetary constraints of the South African state,?>

and its contemporary
budget concerns are just the continuation of a long period of budget austerity for the South
African Navy. Broader military spending peaked during apartheid, at around 5.3 percent of GDP
in 1977 and 4.6 percent in 1988,3% and the size of the South African Navy was generally
maintained as the government withdrew and became more isolationist and autarkic with the
South African embargo.**” Investment in the Navy peaked slightly sooner than broader military
spending, and, in 1985, a significant chunk (15 of the total 39 ships) of the naval force was
withdrawn from service to save money, as funding shifted toward South Africa’s conflict in
Angola and, correspondingly, ground forces.**® Since that peak, broader military funding has
dropped precipitously and has hovered for the past decade around 1 percent of GDP.** The
Navy saw a significant loss of funds in this period**® and has relied on aging ships for which it
has, at times, been short of funds for necessary upgrades.*®! Despite these serious budget
constraints, which have made it difficult to fully sustain its fleet, the South African Navy has
fought to remain competent, especially in its focus area of patrolling the economic zone.*®? The
lack of resources in the defense budget has definitely informed this acquisition pathway fairly
significantly (factor 5.C, domestic industrial interests and benefits to domestic economies).

In 2021, it was announced that the current aging vessels would undergo phased
decommissioning, a clear signal of the gap that these vessels are filling for the South African

354 South Africa Department of Trade and Industry, South Africa’s Ocean Economy, 2016.
355 Guy Martin, “Real Term Decline in ‘Disastrous’ SA Defence Budget,” defenceWeb, February 21, 2024.

356 World Bank Group, “Military Expenditure (% of GDP), South Africa,” undated-b. This does not take into
account the conflict in Angola, which likely also drove significant GDP growth.

357 For broader discussions of the isolation of the embargo and its impact, see Brahima Coulibaly, Effects of
Financial Autarky and Integration: The Case of the South Africa Embargo, Board of Governors of the Federal
Reserve System, International Finance Discussion Paper 839, September 2005.

358 Wessels, 2010.
359 World Bank Group, undated-b.
360 Dean Wingrin, “Navy, Defence Acknowledges It Is in Danger of Sinking,” defenceWeb, June 5, 2018.

361 «gp Navy Frigate and Submarine Midlife Upgrades on Hold,” defenceWeb, October 22, 2019; Guy Martin,
“Refit of SA Navy Frigates and Submarines Stalled by Lack of Funding,” defenceWeb, August 20, 2021.

362 Bradley Martin, Beth Grill, and Nathan Vest, Naval Forces Africa Theater Security Cooperation: Approaches to
Assessing Value in Global Power Competition, RAND Corporation, 2022, Not available to the general public.
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National Defence Force.*%® The funds to purchase these vessels came at a moment of peak need
for the Navy to close some of these gaps, so, in this case study, we identified the pragmatic
concern of modernization as a factor driving their purchase (factor 4.B, addressing gaps and
modernization requirements). The funds became available through a confluence of factors—
serious modernization need, the economic aspect of the vulnerability and protection of trade, and
the incentive benefits that the project might offer. Several articles have indicated that even these
purchases are likely not enough to fully address the shortfalls, and the original contract was for
six offshore patrol vessels (OPVs) and a minimum of six inshore vessels, since reduced to three
inshore vessels because budgetary constraints.’®* South Africa’s Minister of Defence and
Military Veterans Thandi Modise is still lobbying for the acquisition of the larger offshore
vessels, highlighting that they might offer more-significant deterrence benefits. This, however,

appears unlikely with the budgetary pressure of the backlogged refits.3¢3

Privileging Domestic Production

The embargo and its corresponding shift toward isolationism heavily affected South Africa’s
ability to import arms and drove South Africa toward further investment in its indigenous arms
industry 3¢ This growth continued until the significant defense cuts discussed above, which
hobbled the defense industry and led to significant downsizing by the early 1990s.3¢7 Still, South
Africa’s DIB remains much more developed than those of neighbors in the region; as apartheid
ended and relationships with external states exploded outward, South Africa has worked hard to
reinvest in its domestic defense industry with its arms import deals. Thus, in most of its
purchasing agreements, South Africa gives serious consideration to domestic industrial interests
first (factor 5.B, the relationship between economic growth fueling defense budgets and political
commitments to spend) and, if local competitors cannot meet demand, deals that privilege
domestic support, codevelopment, and licensing. Of the eight major arms transfers recorded in
SIPRI’s data, four had licensing, coproduction, or offsets as part of the contract.?*® Project Biro
had built into its contract requirements for South African construction.?*

363 Justin Cronje, “DoD Updates Cabinet on Major Acquisition Projects,” defenceWeb, June 18, 2021.

364 Guy Martin, “Second SA Navy Inshore Patrol Vessel on Track for Month-End Handover,” defence Web, October
17, 2023b.

365 Guy Martin, “Modise Wants Larger Vessels in Service After Biro Deliveries Completed,” defenceWeb, May 27,
2023a.

366 Ruchita Beri, “South Africa: An Overview of the Defence Industry,” Strategic Analysis, Vol. 25, No. 4, 2001.
367 Beri, 2001.

368 SIPRI, undated-a (transfers of major weapons: deals with deliveries or order made for 2012 to 2022).

369 «“project Biro OPV/IPV,” GlobalSecurity.org, October 8, 2013.
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Geopolitical Nonalignment and Balancing

South Africa identifies itself as nonaligned in its foreign policy and has done so since its shift
toward democracy in 1994.37° This nonalignment has been perceived in the West as grouping
South Africa with Brazil, India, Indonesia, and Turkey as “hedging” states, or those that are
unwilling to firmly support sides in great-power competition. This foreign policy allows South
Africa to keep its options open as it navigates the increasingly complex polarity of the world
system.?’! It also, however, requires careful balancing between major powers. Some policy
experts have argued that the Russia—Ukraine war has encouraged countries to withdraw into
nonalignment for fear of being further drawn into (currently more-visible) great-power
competition.’”? It certainly seems true for South Africa—on the topic of Ukraine, South Africa
seeks to avoid “becoming embroiled in the politics of confrontation and aggression that has been
advocated by the powerful countries.” "3

South Africa is, perhaps, at a critical moment in its foreign policy. Several policy scholars
have argued that South Africa’s neutrality in the Ukraine conflict has indicated that it is
increasingly in favor of more opposition to the West and alignment with authoritarian states,
such as Russia and China.?’* Others have said that this is simply a continued extension of a
consistent foreign policy of supporting multilateral diplomacy in a multipolar system and
avoiding entanglement in major-power conflict.”?

In practice, this means a policy of keeping all avenues open, including in the world of arms
transfers, with a balanced spread of Western and authoritarian suppliers, including Sweden,
France, Russia, China, and the Netherlands.?’® Without interview evidence, it is hard to confirm,
but, with this foreign policy stance, it is likely not a coincidence that South Africa chose to
purchase some of its new vessels from a Chinese supplier’”” but also chose a Western supplier
for boats purchased at the same time. Thus, South Africa’s desire to remain balanced between

370 Elizabeth Sidiropoulos, “How Do Global South Politics of Non-Alignment and Solidarity Explain South Africa’s
Position on Ukraine?” commentary, Brookings Institution, August 2, 2022.

371 International Institute for Strategic Studies, “The State of Non-Alignment in South Africa’s Foreign Policy,”
Strategic Comments, Vol. 29, Comment 18, July 31, 2023d.

372 Shivshankar Menon, “A New Cold War May Call for a Return to Nonalignment,” Foreign Policy, July 1, 2022.

373 Naledi Pandor, “Statement by the Minister of International Relations and Cooperation, Dr Naledi Pandor, During
the Media Briefing on the Russia/Ukraine Conflict,” South Africa Department of International Relations and
Cooperation, April 8, 2022, as cited in Sidiropoulos, 2022.

374 International Institute for Strategic Studies, 2023d; Eusebius McKaiser, “South Africa’s Nonsensical
Nonalignment,” Foreign Policy, May 19, 2023; Sidiropoulos, 2022.

375 zwelethu Jolobe, associate professor of political studies at the University of Cape Town, as quoted in Crystal
Orderson, “Is South Africa’s Foreign Policy Contradictory or a Balancing Act?”” Al Jazeera, February 1, 2024.

376 SIPRI data, as shown in Figure 6.2.
377 Martin, 2015.

80



multiple larger states (factor 3.D, a desire to maintain strategic autonomy) has certainly affected

its acquisition pathway in this case.

Table 6.1 summarizes the phase 1 factors involved in South Africa’s decision to purchase

inshore craft from the Netherlands.

Table 6.1. Phase 1 Considerations for South Africa’s Purchase of Inshore Craft from the
Netherlands

2. Regional
Power Balance

3. Strategic
Competition,
Alignment, and
Nonalignment

4. Operational
Considerations

5. Domestic
Politics and
Economic
Considerations

Consideration 1. Threat and Escalation

Category Perception Dynamics

A. Insecurity Coercive signals  Fear that
capability

acquisition leads
to provocation

Arms race,
counterarming, or
security dilemma

B. Environment  Proximity to

armed aggression

C. Commitments Perception of own

vulnerabilities

Keeping pace
with regional
peers

D. Ambitions Role of territorial
disputes, frozen
conflicts, and

contested areas

Collective security
guarantees and
regional security
architecture

Desire to divest
from a rival or
pariah state

Geopolitical
transition and
regional
integration

Desire to
strengthen ties
with an ally or
partner through
capability
acquisition

Desire to
maintain
strategic
autonomy

Increasing
territorial
defense and
domain
awareness

Addressing
gaps and
modernization
requirements

Interoperability
and the ability to
integrate with a
coalition

Extend power
protection

Public opinion

Domestic
economic
enablers and
constraints

Domestic
industrial
interests and
industrial base
development

Status, prestige,
and national pride

Phase 2 Factors Contributing to South Africa’s Purchase of Multimission
Inshore Patrol Vessels from the Netherlands

Evaluating Phase 2 factors

There were several possible competitors offering options to South Africa for Project Biro. In

the original bidding, there were competitors for both OPVs and IPVs, and some competitors

offered options for both types of vessel. The competing bids are presented in Table 6.2.
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Table 6.2. Competing Bids for Project Biro

Country Bid Information

Australia Austal Shipyards, which offered for the IPV its 58-m Cape-class vessel®

France Brought Gowind OPVs to Cape Town to demonstrate® and offered to have them built by Nautic Africa
in Cape Town. It was competing specifically for the OPV and offering the L’Adroit-style vessel, which
has a length of approximately 86 m.2

Germany Abeking and Rasmussen Shipyards, which offered to partner with Veecraft Marine. It offered the
SWATH offshore patrol boat. A 25-m-long SWATH was offered for the IPVs, and a 70-m-long vessel
with a helicopter deck was offered for the OPVs.

Germany Lurssen, which had promised to work with South African Shipyards. Lirssen offered its patrol vessel
PV 80, with a length of 80 m and a speed of 22 knots.

Italy Fincantieri Shipyards®
Spain Navantia, which had additionally promised to work with Veecraft Marine®
Turkey Istanbul Shipyard, with its 42-m SNR IPV¢

Netherlands With a bid from Damen Shipyards

NOTE: SWATH = small waterplane area, twin hull.

@ Guy Martin, “SA Has What It Takes to Meet Navy’s New Vessel Requirements—Industry,” defenceWeb, April 16,
2012a.

b “French OPV to Make Port Call in Cape Town,” defenceWeb, May 6, 2015.

¢ “Project Biro OPV/IPV,” 2013.

4 Guy Martin, “Istanbul Shipyard Interested in Project Biro,” defenceWeb, October 30, 2012b.

These bidders emerged during the original creation of Project Biro, around 2012. Because of
budgetary constraints, these contractual discussions talks were held up, and the original order
was significantly cut down, with the OPVs cut entirely and the IPVs being shifted to another
bidder. The contract would not actually announce preferred bidders until 2017°7® and not be
awarded until 2018, six years later.’”® Still, this offers a look at the expansive field of possible
candidates for providing the vessels and helps frame the types of ships that were being offered
alongside the Netherlands’ Stan Patrol 6211 vessel.

It seems likely that China was not considered because South Africa was already purchasing
tugs from China with another funding mechanism. The United States does not have strong naval-
to-naval ties, and South Africa’s relationship with the United States is strained. This is likely
why it was not considered. Russian ships generally seem to be larger, as in the case of the Project
22160 patrol ships, or smaller, as in the case of Grachonok-class patrol boats.

Cost

Cost, unsurprisingly, is a major factor for the South African Navy. It is, as discussed in
“Phase 1 Factors: South Africa’s Motivations for Acquiring Patrol Vessels” earlier in this
chapter, facing a severely resource-constrained environment. A South African defense review in

378 «South Africa Announces Preferred Bidders for New Navy Vessels,” Naval Today, February 23, 2017.
379 Lesedi, 2022.
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2015 put the South African Navy at 24-percent underfunded for its current force structure.’®" In
2021, the South Africa Department of Defence noted that Project Biro was still not sufficiently
funded to meet its contractual obligations and would require reallocation of the defense
budget.*®! This means that cost probably had a significant impact on the supplier that South
Africa chose, but also that, secondarily. there was the impact of the loss of the OPVs in the
contract, which likely drove South Africa toward choosing a particularly large IPV. Cost was
likely a key consideration for the ultimate choice of the Stan Patrol 6211. According to reported
contract terms, the boats likely cost around $64 million each, but ultimately a direct cost
comparison is difficult because South Africa appears to have sought a larger IPV that could serve
some of the roles it had hoped to meet with its OPVs 382

Function

Damen Shipyards is offering three 62-m Stan Patrol 6211 vessels, which have a maximum
speed of 26.5 knots, a range of 4,000 nautical miles, endurance of 14 days, and a crew of up to
62 (core crew is 40). The combat equipment aboard will include combat management, radar
(RTS 3200 Optronics radar tracker), forward gun position, heavy machine gun positions, and
Reutech 20-mm Super Sea Rogue turrets. It offers two additional vessels on board for boarding
operations.?®3 The ships are known for their endurance and speed, and Damen has sold similar
patrol vessels to Pakistan and Jamaica.*3* Of all offerings in the IPV category, the Stan Patrol
6211 is the largest possible,’® likely because the OPVs were canceled, so the Dutch MMIPVs
will need to serve, as much as possible, a role the OPVs would have filled. Stan Patrol 6211
boats are specifically created to combat illegal fishing and piracy while still flexible for meeting
other demands, such as natural disaster recovery.*3® The aging vessels currently going through
phased decommissioning are both OPV—thus, although the South African Navy has the money
only to purchase smaller boats, it needs to get them as close to possible to closing the gaps the
decommissioning will cause.*®” These boats, and their flexibility and size, mean that their
function is as well-suited as possible to the functional desires of the South African Navy.

330 Thomas Mandrup, “An Uncertain Future: South Africa’s National Defence Force Caught Between Foreign-
Policy Ambitions and Domestic Development,” Journal of Eastern African Studies, Vol. 12, No. 1, 2018, as cited in
Martin, Grill, and Vest, 2022.

381 Cronje, 2021.

382 Martin, 2023b.

383 Martin, 2022.

384 Damen Shipyards, “Inshore Patrol/Stan Patrol Vessels,” webpage, undated.
385 See discussion of size throughout this section.

336 Damen Shipyards, undated.

387 Cronje, 2021.
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Availability

It is unlikely that availability trumped cost, offsets, or function in this case. Although the
South African Navy was experiencing the pressure of decommissioning older boats, it needed
time to find the funds to cover even the boats it had purchased. With the incentives discussed in
the next section, Damen Shipyards also likely required time to provide the benefits to the South
African industry it promised. Additionally, Damen Shipyards broadcasted its delivery timelines
with purchase, and those timelines, although not unduly lengthy, are also not quick turn: The first
delivery was four years after the purchase was announced (the purchase was announced in 2018
and delivery was in 2022), with an additional vessel delivered every year thereafter. The only
point toward availability mattering was Damen Shipyards’ existing presence and footprint in
South Africa, although, if that factored into South Africa’s decisions, it likelier factored it in as
an incentive rather than for the speed it might offer; other suppliers without indigenous shipyards
simply offered to partner with indigenous shipyards.

Offsets and Incentives

Incentives were an important part of this deal. All suppliers were required to have built into
their contracts requirements for South African construction.’®® Damen Shipyards was already in
place as having a satellite shipyard in South Africa and noted that it was “delighted to have
incorporated local suppliers and personnel for the building of the vessels” and stated, “In
addition to generating positive results, the MMIPV project has led to a 50% increase in
employment at the yard and a 75% increase in vendor opportunities in the last three years.”*%’
Although this was not a sufficient condition to close the deal—obviously, other competitors were
prepared to provide similar incentives—it was likely a necessary condition because the contract
would not have been awarded without these incentives. The ships are noted as being produced
under license in South Africa.>*® The economic benefit that Project Biro offered to South Africa
was thus threefold: It could be done under budget constraints, it could offer protection of
maritime economic assets, and it could support South Africa’s desire for indigenous defense
work.

Strategic Considerations

This deal deepened cooperation with the Netherlands (and correspondingly the West and the
EU) without serving as a signal, like purchasing from the United States might have. The
selection of the Netherlands as the supplier could be seen as attempting to balance against South

388 «project Biro OPV/IPV,” 2013.
389 Damen Shipyards, “Update: Project Biro,” September 20, 2022.
390 SIPRI, undated-a (TIV of arms exports to South Africa, 2012-2022).
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Africa’s almost-simultaneous investment in Chinese naval capabilities.*! In general, trends in
South Africa’s purchasing seem to show a foreign policy that focuses on balancing through
diversification.>*? It seems unlikely that strategic considerations were the primary driver of the
purchase, but they likely factored into narrowing the list of candidates. Strategic considerations
seem perhaps most interesting because this deal does not seem part of a larger, deep defense
relationship—the South African National Defence Force has not purchased extensively from the

394 and

Netherlands in the past decade.’*® They have few bilateral shared meetings or exercises,
they are not territorially close, despite their shared colonial history.

Table 6.3 summarizes the findings of this chapter.

Table 6.3. Summary of South Africa’s Purchase of the Dutch Multimission Inshore Patrol Vessels

Measure Assessment

Cost e Cost was likely a considerable factor because of the serious budget constraints, as
evidenced in several ways in this case study.
e However, it might have been balanced by the functional need to have a multipurpose (and
therefore larger) vessel.

Function e Stan Patrol 6211 was the largest of the offered IPVs, so it might be able to serve a more
versatile or flexible role in patrolling the coastline with the loss of the promised OPVs to
budgetary constraints.

o Flexibility is highlighted in the modular extras that are being included, such as boarding
vessels, gun turrets, and combat radar.

Availability ¢ Availability was unlikely to be a major factor; the timeline was neither slow nor fast, but
South Africa (even as of 2021) did not actually have the funds to meet its obligations.
¢ Although the current fleet is aging, budget again served as a limiting factor on speed.

Offsets and e These were significant factors: All bidders required to have South African industry built in.

incentives e The successful bidder, Damen Shipyards, already had a footprint in South Africa and, in its
discussion of the project, devotes considerable space to its efforts with indigenous
industry.

Strategic e South Africa considers itself a balancer, nonaligned in its foreign policy.

considerations e This means having a diverse portfolio of suppliers.

e The Netherlands is not a consistent supplier to South Africa, and the two countries do not
have a deeply entrenched security relationship, so it seems unlikely this was a bid to
become tied to the Netherlands.

Policy Implications

South Africa is a partner that could be strategically helpful to the United States, with its
geographical position perched on the sea-lanes around the Cape of Good Hope, but military ties

391 Martin, 2015.
392 See Figure 6.2.
393 SIPRI, undated-a (TIV of arms exports to South Africa, 2012-2022).

394 See the discussion of Netherlands—South Africa defense ties in “Background: The Netherlands—South Africa
Defense Relationships™ in Chapter 6.
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between the United States and South Africa are limited, and the relationship is strained.?*>
Ukraine has further affected those ties, and South Africa’s response to Ukraine and South
Africa’s military exercises with China and Russia seem to show a country pulling even further
away from the United States and its Western partners. South Africa is perhaps an especially
nonaligned example of a hedging or balancing state and therefore might offer implications for
DSCA’s efforts to work with hedging states that have only nascent partnerships with the United
States.

First, in the array of countries that bid on this project, many are close allies—close enough
that their vessels might offer interoperability benefits to the United States and might allow,
should relations warm, shared exercises or coordinated naval visits. The U.S. Coast Guard itself
has several Damen Shipyards ships, including Stan cutters, so this is a relationship that could
directly benefit the United States. This case is an example of the selection of a third-party
supplier with a close relationship to the United States being reasonably compatible with U.S.
interests and possibly more appealing to the purchasing country.

Second, and linked, cost and incentives are considerable factors in this case. They underscore
that third-party countries might also serve as a best-case scenario when coproduction or licensing
is required or the purchaser is looking for a country that already has an indigenous footprint.
Further awareness of U.S. allies’ network of external arms capabilities—such as the Damen
Shipyards in Cape Town—could serve as a helpful indicator of what allies might be best
positioned to support acquisitions the United States thinks are strategic but might not be able to
fulfill for itself.

Finally, maritime domain awareness and the corresponding economic importance of
protection against piracy, economic-zone violation, and illegal fishing are areas in which even
cash-strapped countries like South Africa are clearly willing to invest. Chinese illegal fishing and
other gray-zone aggression might continue to drive investments in maritime security capabilities
even among partners facing resource-constrained environments.

Furthermore, these are areas in which China is clearly testing boundaries and might alienate
some partner through its aggressive activities.>*® It is a defense capability domain in which
military and civil needs overlap for hedging states, such as Indonesia, Brazil, and South Africa,
and cooperation might therefore be less sensitive. This makes maritime domain awareness an
area that could serve as a helpful stepping-stone to a broader defense relationship even with
more-skittish partners. Small steps forward with less exquisite arms in defense transfer
relationships still count as steps forward.

395 Nicolas Cook, South Africa: Current Issues, Economy, and U.S. Relations, Congressional Research Service,
R45687, version 10, September 17, 2020.

396 Steven Lee Myers, Agnes Chang, Derek Watkins, and Claire Fu, “How China Targets the Global Fish Supply,”
New York Times, September 26, 2022,
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Chapter 7. Case Study 5: Egypt’s Purchase of Gowind Corvettes
from France

Introduction

Egypt signed an agreement with France’s state-owned Naval Group in June 2014 to purchase
four Gowind 2500 corvettes under a €1 billion deal, which entered into force in July 2015.2°7 In
September 2017, Naval Group delivered Egyptian Navy Ship (ENS) El Fateh, which was
assembled at Lorient, a Naval Group shipyard location. In this case study, we explored a
partner’s selection of a non-U.S. system in a situation in which the United States did not offer a
comparable alternative. We examined Egypt’s underlying motivations to procure corvettes
(phase 1) and found that the decision to select the French model was motivated primarily by the
domestic political supremacy of the Egyptian Armed Forces and Egypt’s strategic considerations
about its relationship with France (phase 2). This case study concludes with some lessons learned
and a set of recommendations for DSCA in terms of including allies and partners in its new
business strategy, as well as proposing considerations situations in which the United States does
not offer an appropriate solution for a partner capability requirement.

Background: The France—Egypt Defense Relationship

Bilateral ties between France and Egypt are well-established, and the two countries share
close relations in the political, economic, and defense realms. Shared foreign policy objectives
have led to increased economic ties, most considerably since 2014, and most pointedly in the
form of arms transfers, and this connection has led to increased collaboration in the broader
defense arena.

Diplomatically, France and Egypt have been aligned on such issues as the Libyan conflict,
which have bound the two countries together. Both provided support to the now—Libyan Field
Marshal Khalifa Haftar in his effort to contest power from the internationally recognized
Government of National Accord in Tripoli during the late 2010s.>*® Common interests have
motivated Egypt and France to share intelligence in the fight against terrorism in Libya, the Sinai
Peninsula, and the broader Middle East region.**® After the al-Rawdah Mosque attack in Sinai,
the French ambassador publicly stated, “Egypt is the first step in battling terrorism, and we in
France are clear that we will do everything we can to aid Egypt in this war against terrorism.

397 SIPRI, undated-a (Arms Register table).
398 Maged Mandour, “The Cairo—Paris Axis,” Carnegie Endowment for International Peace, January 21, 2022,
399 «Egyptian President Wants Coalition to Act Against ISIS in Libya,” CBC News, February 17, 2015.
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France’s security begins with Egypt’s security.”*? The countries have held close ongoing
discussions since 2014 on the Middle East peace process, the Libyan civil war, and African
security; in 2017, their leaders agreed to deepen their strategic partnership even further, in a joint
declaration.*!

In 2021, France invested $4.6 billion in Egypt’s infrastructure, including Egypt’s
metropolitan transportation infrastructure, which was financed by Agence Francaise de

Développement and Banque de France loans.*?

The France Ministry for Europe and Foreign
Affairs cites the importance of French companies in the Egyptian economy. Egyptian senior
officials are trained at the Ecole nationale d’administration, as well at its military academies.
Some of the relationship between France and Egypt relies on France’s willingness to look
past Egypt’s history of human rights abuses. The United States suspended military aid from 2013
until 2015 in response to Egyptian President Abdel Fattah el-Sisi’s human rights record, but

France, along other European countries, continued its cooperation.*?3

Despite pressures from
nongovernmental organizations, such as Human Rights Watch, to make their relationship
conditional on human rights, French President Emmanuel Macron announced that he would
continue to improve security ties between Egypt and France.***

The significant flow of arms between the two countries is an important indicator of the
defense relationship. Between 2012 and 2022, France was the second-largest arms exporter to
Egypt by volume of products, according to SIPRI, closely following Russia.**> Egypt, on the
other hand, was France’s second-largest customer during the same period by volume, just after
India.*%¢ Significant orders included a sale of eight Rafale EMs and 16 Rafale DMs, for a total of
multirole fighter jets worth $5.2 billion to $6 billion in February 2015’7 and an additional sale of
30 Rafales that was financed by a French-state loan at 85 percent for $4.5 billion in 2021.4%8
With 54 planes in total, Egypt has the second-largest Rafale fleet in the world, after France.**”

400 Engy Magdy, “Egypt Is First Step in Battling Terrorism: French Amb to Cairo,” Egypt Today, December 9,
2017.

401 French Presidency, “Déclaration conjointe du Président de la République, M. Emmanuel Macron, et de M.
Abdel-Fattah AL-SISSI, Président de la République arabe d'Egypte” [“Joint Statement by the President of the
Republic, Mr. Emmanuel Macron, and Mr. Abdel-Fattah Al-Sissi, President of the Arab Republic of Egypt” (title
translated by the authors)], October 25, 2017.

402 william Horobin, “France Backs Up to 3.8 Billion Euros in Financing for Egypt,” Bloomberg, June 13, 2021.
403 Elise Labott, “U.S. Suspends Significant Military Aid to Egypt,” CNN, October 9, 2013.

404 Sylvie Corbet, “Human Rights Group Denounce France’s Military Sales to Egypt,” Washington Times, July 1,
2018.

405 QIPRI, undated-a (importer/exporter TIV tables).

406 «“Egvnt Was Top Importer of French Arms Between 2012 and 2021,” Middle East Eye, September 28, 2022.
407 “Egypt, France to Conclude €5.2 Billion Deal for Rafale Jets,” France 24, February 16, 2015.

408 QIPRI, undated-a (trade register).

409 Christina Mackenzie, “Egypt Bumps Up Its Rafale Fleet by 30 New Planes,” Defense News, May 4, 2021.
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Another flagship order was the $1 billion deal to sell two amphibious assault landing ship
MISTRAL missiles in 2015, which were originally produced for Russia but were reallocated
after France canceled the delivery following the EU’s sanctions in response to Russia’s
annexation of Crimea in 2014.%!° Finally, immediately following the sale of the Gowind
corvettes, the Egyptian Navy ordered one Aquitaine-class European multimission frigate, which
was included in the 24-Rafale deal in 2015.4!!

Figure 7.1 illustrates arms sales from France to Egypt.

Figure 7.1. Arms Sales from France to Egypt, 2012-2022
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SOURCE: Features data from SIPRI, undated-a (arms exports to Egypt, 2012-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on SIPRI's
methodology webpage (SIPRI, undated-b).

Outside of arms sales, France and Egypt also have coordinated civil-military responses to
humanitarian crises in the region*!? and periodically conduct major joint maritime exercises in
their respective waters, codenamed Cleopatra for annual operations and Ramses for biannual
major exercises.*!® Additionally, there are claims that France has, controversially, supplied Egypt

410 QIPRI, undated-a (trade register).
411 «EREMM European Multimission Frigate, France/Italy,” Naval Technology, February 14, 2019.

412 John Irish, “France Says It’s in Talks with Egypt on Setting Up Field Hospital for Gaza Wounded,” Reuters,
November 6, 2023.

413 International Institute for Strategic Studies, “Exercises: France—Egypt,” Military Balance+, 2024.
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with intelligence for its military border actions, so there is likely ongoing intelligence-sharing
between the two countries.*!*

Characteristics of France as a Defense Supplier

France has a broad-based, technologically advanced DIB. According to an assessment from
Janes, France is one of the few countries in the world that has an industry capable of
independently producing a full spectrum of advanced and complex systems across domains. The
defense sector completed orders worth €130 billion between 2010 and 2022.413

French industry has broad specializations across air, naval, and land domains.*!¢ It is home to
the Dassault Systems and Airbus companies, which produce the Rafale fighter ground attack,
transport and tanker aircraft, attack and multirole helicopters, and uncrewed aircraft. In the land
domain, France is capable of designing and manufacturing a wide variety of systems, ranging
from small 4x4 all-terrain vehicles to 155-mm artillery systems, sourcing most of the
construction materials and subsystems domestically. It also is capable of developing niche
capabilities such as amphibious motorized bridging systems. The French defense industry
designs and builds across the full spectrum of naval capability, including nuclear submarines,
aircraft carriers, and complex surface combatants in the maritime domain as well. France also
plays a key role in the codevelopment of weapons internationally, such as in the Eurofighter
consortium, and bilaterally with such partners as the UK in the codevelopment of uncrewed
aircraft systems (UASs) and Germany in the codevelopment of Future Combat Air Systems.

A 2014 French Parliament report described arms exports as a critical contributor to the
country’s security policy and economic development.*'” In fact, the report authors considered
French arms exports vital to achieve economies of scale domestically and lessen France’s
reliance on foreign weaponry and thus contributing to French “strategic autonomy.” In fact, in
economic terms, arms exports had reduced the French commercial deficit by 5 to 8 percent in the
previous five years.

Figure 7.2 shows the principal buyers of French equipment.

414 “NGOs File Claim That France Spied for Egypt in European Rights Court,” Agence France Presse, February 8§,
2024.

415 “France: Economics,” Janes, last updated March 20, 2026.

416 «“France: Economics,” 2026.

417 Prance National Assembly, “Rapport d’information sur le dispositif de soutien aux exportations d’armement”

[“Informational Report on Support Mechanisms to Arms Exports” (title translated by the authors)], December 17,
2014.
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Figure 7.2. Principal Buyers of French Equipment in the World, 2012—-2022

Top 5 Suppliers to Egypt
(2012-2022)

SOURCE: Features data from SIPRI, undated-a (arms exports from France, 2012-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on its methodology
webpage (SIPRI, undated-b).

More recently, in its Defence and National Security Strategic Review 2017, France
committed itself to “long-term research policies and investment, cooperation, export support,
acquisition and protection against foreign investment.” Following the 2017 review, in May 2017,
the French Presidency announced the creation of a National Defense Investment Fund to
identify, support, and strengthen strategic companies to its defense exports. In July 2018, it also
launched a Defense Industry Policy Council (Conseil des industries de défense frangaises),
which regularly convenes and fosters discussion between representatives of the defense
procurement body (Direction générale de I’armement), of the Ministére de 1’Economie, des
Finances, et de la Souveraineté Industrielle et Numérique, and defense companies of all sizes; it
is chaired by the French Ministry for the Armed Forces. Finally, France set up a Defence
Innovation Agency in September 2018 that is tasked to assess and recommend new applications
of civilian technology in the defense sector.

Phase 1 Factors: Egypt’s Motivations for Acquiring Capability

Rather than relying on a single factor to drive the purchase of its corvettes, Egypt made its
decision based on a combination of underlying considerations, including regional threat
pressures, a desire to deepen its ties with France, and its own domestic political priorities.
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The Role of the Military in the Egyptian State

Egypt is experiencing record inflation and a major domestic economic crisis, but the military
remains the preeminent political actor in the country.*!® President el-Sisi owns the military and
requires its influence to continue to rule, which means continual investment in line with its
desires. Policy experts have characterized the Egyptian Armed Forces as the “new ruling class”
in the country, with considerable state resources at its beck and call.*!® Thus, it is unsurprising
that, since the 2013 military coup d’état, despite a weak economy and a lack of direct peer-
adversary threat, Egypt has invested heavily in its military, investments that sometimes
circumvent the official defense budget and often seem not to reflect the nature of the security
threats the country faces.*?’

What happens when the military is the central political actor, with the corresponding clout to
push through requests for certain arms capabilities? Decisions about what capabilities to
purchase are driven less by economic concerns or specific threats than by what the military
wants or might find prestigious (factor 5.C, domestic industrial interests and benefits to domestic
economies); one policy expert called Egypt’s capabilities an “arsenal that bears little relation to
the country’s real security challenges.”*?! Beyond the prestige of these imports, what other
benefits do they directly offer the military? The corvettes were coproduced with the Alexandria
Shipyard, which has been transferred to the Egypt Marine Industries and Services Organization,
included in the Egyptian Ministry of Defense’s economic portfolio from 2003 onward.**? For
each of the coproduction agreements, the Egyptian Navy received direct financial gain, and the
agreements additionally secured technology transfer, secured additional Navy facilities, imported

equipment for the Navy, and helped it train personnel.*?*

Modernizing in the Context of a Deteriorating Security Environment

Like other procurements in its Navy fleet, one of the major cited contributing factors for
Egypt procuring four Gowind 2500 corvettes was likely Egypt’s proximity to a deteriorating
security environment (factor 1.B, proximity to armed aggression). Since el-Sisi’s accession to
power, combating terrorism both domestically and abroad has been a priority of the country.
Irregular warfare in various forms constitutes a threat to its external security: Libya, its

418 Missy Ryan and Claire Parker, “Menendez Corruption Charges Complicate Tense Ties with Egypt,” Washington
Post, September 22, 2023.

419 Shana Marshall, “Egypt’s Emerging Ruling Class,” Carnegie Endowment for International Peace, Malcolm H.
Kerr Carnegie Middle East Center, October 26, 2020.

420 Marina Ottaway, “Egypt and the Allure of Military Power,” Wilson Center, June 21, 2022.
421 Ottaway, 2022.

422 Yezid Sayigh, Owners of the Republic, an Anatomy of Egypt’s Military Economy, Carnegie Endowment for
International Peace, Carnegiec Middle East Center, November 18, 2019.

423 Qayigh, 2019.
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immediate neighbor, has been fractured between armed groups since 2011.42* Egypt’s
involvement has involved policing the border with an eye toward controlling migration and
invasion by armed groups and maintaining diplomatic engagement in hopes of influencing the
developments in Libya.*?3

The Egyptian Navy defends Egypt’s 2,450-km-long coastline, as well as its 6,000 km? of
sovereign waters.*?® Since 2013, President el-Sisi has begun modernizing the Navy by expanding
its capabilities with helicopter carriers, modern frigates, and attack submarines to enhance
Egypt’s profile in the Eastern Mediterranean and Red Seas.*?” Some of Egypt’s procurements
were inspired by a desire to fill gap in its growing fleet, such as the absence of modern frigates.
Prior to procuring corvettes from France, Egypt had two active corvettes,*?® launched from Spain
in 1979.4%° There was thus a necessity to upgrade the fleet with an ongoing partner, a demand for
which the United States could not offer a solution. Egypt also faces irregular threats internally,
and it claims that at least six terrorist groups with ties to al Qaeda are operating inside its borders
and are most present in loose collection of insurgency groups in the Sinai Peninsula. Since
President el-Sisi assumed power, Egypt has launched its “largest military operation ever” against
some of the insurgency groups in the Sinai and has focused on stabilizing shores from insurgent-
held Gulf of Agaba and the Sinai’s Mediterranean coast to support its land operations on the
peninsula.*¢

Part of Egypt’s counterterrorism strategy involves utilizing fleets capable of striking inland
from the sea and fleets capable of adapting to the different maritime environments of the Red and
Mediterranean Seas. As the North Sinai insurgency grew and pledged its loyalty to the Islamic
State,*! operations have been attributed to the Islamic State’s establishment of logistic support
networks to and from foreign combat zones, including in Gaza, Syria, and Iraq.**? In light of
these threats, Egypt’s procurement of advanced maritime capabilities can be understood as an

424 Center for Preventive Action, Council on Foreign Relations, “Civil Conflict in Libya,” updated September 19,
2023.
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effort to reassert itself against a surge of unrest in the southern entrance to the Red Sea and the
Sinai.*3?

With the expectation of renewed competition in the Eastern Mediterranean Sea but also the
development and expansion of the Suez Canal in 2014 and 2015, the strategic maritime context
had played a key part in el-Sisi’s decision to expand Egypt’s maritime capability with a fleet able
of defending Egypt’s maritime waters and its canal.

Desire to Strengthen Relations with France

Another motivating factor for Egypt to procure corvettes was a desire to strengthen relations
with France by procuring French equipment (factor 3.C, a desire to strengthen ties with an ally or
partner through capability acquisition). This was most likely additionally in reaction to both to
the deteriorating bilateral ties between the United States and Egypt. After the 2013 coup, there
was a period of cooling in bilateral relations between the two countries, and the United States
was reassessing the value of this relationship in light of Egypt’s increasingly problematic human
rights record and increasing congressional criticism.*3*

As mentioned earlier, Egypt’s purchase of corvettes was part of a larger and much more
comprehensive defense relationship between both countries that could be categorized as an
informal alliance. Between 2016 and 2020, French arms exports increased by 44 percent over
those between 2011 and 2015, with Egypt receiving 20 percent of French arms exports—making
it the second-largest customer for French arms by volume of products, after India.**

It was reported that President el-Sisi had been personally involved in the decision to procure
from France and had favorable views of ties between the two countries.**® Sharing common
interests, Egypt has often sought to deepen its relationship with partners, such as France and
Russia, by buying their exports despite not having the resources available to justify the
purchase.**” Common equipment between France and Egypt has also reinforced their
interoperability in maritime exercises, such as Ramses 2016 in the Mediterranean, in which they
share such interests as policing maritime migration and checking tensions in the broader Middle
East region.**®
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Keeping Pace with Regional Peers

Turkey and Egypt had historically been competitors in the Eastern Mediterranean Sea and
have grown in rivalry since Egyptian President Mohamed Morsi was deposed in 2013.%*° Turkey
and Egypt have supported opposing sides in the Libyan civil war, and tensions between all
countries on the coast have escalated since the discovery of gas reservoirs, including the Zohr
reservoir in Egyptian waters, in 2014.*40 Gas discoveries threaten Turkey’s strategic role as a hub
for deliveries to Europe, adding tension to an already-precarious relationship between Turkey
and Egypt.**! Although the tensions have not erupted into an open maritime conflict between the
two countries, they have created an environment in which provocative maneuvers, such as
interference in naval formations, harassment tactics, attack exercises, and buzzing ships with
low-flying aircraft, have become more frequent.**> With the option to add two more corvettes in
the agreement between Egypt and France, Egypt matched Israel’s capabilities in the short term
and will be competing with Turkey in the longer term, turning the country into a peer competitor
in disputed maritime waters (factor 2.B, arms races and security dilemmas).

Table 7.1 summarizes the phase 1 factors involved in the Netherlands’ decision to purchase
rocket launchers.
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Table 7.1. Phase 1 Considerations for Egypt’s Purchase of Gowind Corvettes from France

2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation  Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations Considerations
A. Insecurity Coercive signals  Fear that Desire to divest Increasing Public opinion
capability from a rival or territorial defense
acquisition leads  pariah state and domain
to provocation awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing gaps Domestic
armed aggression counterarming, transition and and economic
or security regional modernization enablers and
dilemma integration requirements constraints
C. Commitments Perception of own Keeping pace Desire to Interoperability Domestic
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architecture
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Phase 2 Factors Contributing to Egypt’s Acquisition from France

Decision Against Dutch and German Alternatives

France’s deal with Egypt involved competition with two other European suppliers, the
German ThyssenKrupp Marine Systems and its MEKO A-200 corvettes, and the Dutch Damen
and its SIGMA corvettes.**3 Despite picking the French option in 2014, Egypt had not pursued
the option to procure two more corvettes as mentioned in their original agreement and instead
chose the German option in 2018 for four MEKO A-200 corvettes, including one built
domestically.*** France’s decision to limit technology-sharing in other arms sales agreements
with Egypt—specifically, the Sylver A70 vertical launching system and the NETTUNO 4100
jamming equipment—might have contributed to Egypt’s motivation not to renew its contract
with France for two more Gowind 2500 corvettes and to go with the German option instead.**>
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4,2023.
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Cost

Cost does not appear to have been as significant a contributing factor as others in Egypt’s
decision to procure corvettes from France. The Gowind’s cost was essentially the same as the
Dutch option but considerably lower than that of the German frigates. Egypt might have been
less cost-sensitive given that purchase of the French Gowind was financed with funds made
available from foreign partners, after the United States had paused its military aid financing.
Saudi Arabia, the UAE, and Kuwait provided Egypt at least $10.6 billion in assistance in 2014,
which, in addition to foreign direct investment, is likely to total to a much higher number.*4¢
Additionally, as discussed above, the Egyptian Armed Forces have considerable sway in Egypt
and have both directly and indirectly profited from the agreement, so overall cost might have
been less salient.

Function

The Gowind-class corvettes are relatively new systems. They have been operated by France’s
Marine nationale since 2011 and were first procured by Malaysia later the same year.**’ The
Gowind corvettes are ocean-capable vessels that can accomplish a wide variety of tasks,
including antipiracy, sea combat, counterterrorism, antismuggling operations, oil and gas
platform protection, and humanitarian support missions. They also include a helicopter deck.**®
The Gowind 2500 multimission combatant, also known as the Gowind combat corvette, is
equipped with more-advanced stealth and survivability capabilities than the other Gowind-class
ships at 1,000 or 3,000 tons. It also includes an antisubmarine warfare suite capable of
performing a wide variety of missions against regional peers, which is important in light of
Egypt’s multiple security threats, including hostile nonstate actors and regional competition for
underground resources,

The Egyptian Navy insisted on receiving corvettes that had flexibility in mission abilities,
modular to various types of equipment, and able to adapt to a wide variety of scenarios. The
Gowind 2500 corvette has been determined as suitable for NATO task group operations, and, in
addition to the buildup of maritime capabilities with other Western equipment, enabled Egypt to
undertake temporary command of the NATO Combined Task Force 153 and take control of
maritime traffic in the Red Sea in December 2022.4%

The German MEKO A-200 is considered more a frigate than a corvette because of its much
greater length, sea durability, and nautical mile range than the French and Dutch options have.*>
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In light of its motivation to procure corvettes capable of coastal maneuverability to support its
operations in the Sinai Peninsula (factor 1.B, proximity to armed aggression), we can assume
that Egyptian leadership was likely in favor of filling some immediate needs in corvette
capabilities.

On the other hand, although the Gowind and the SIGMA are highly similar in speed,
maneuverability, and coastal capabilities, the Gowind corvettes offer a fuller suite of electronic
countermeasures and vertical launchers hosting VL. MICA medium-range rockets, and a longer
nautical range.*>! In turn, because of Egypt’s search for a corvette also capable of performing
actions to deter peers in the region, the Gowind’s multipurpose function made it a more attractive
option.

Availability

Delivery speed did not appear to be a decisive factor in the procurement of corvettes from
France. Prior to receiving the first Gowind delivery, Egypt had received a Russian Molniya
missile corvette to fill immediate security needs in 2015.43? In addition to this, in their official
statements after the delivery, Egyptian officials did not list delivery speed among the benefits of
picking the French option, despite the fact that the first French-built corvette was delivered 36
months after being ordered, which was a record time according to the manufacturer.*>
Competing manufacturers were fulfilling other orders at the time, which might have affected
their availability. The SIGMA-class corvettes are built by the Dutch Damen Schelde Naval
Shipbuilding in the Netherlands, and, at the time of Egypt’s decision to procure corvettes, the
shipyard was building the Kapal Republik Indonesia (KRI) Raden Eddy Martadinata frigate for
the Indonesian Navy.*** Immediately prior to the decision to procure Gowind corvettes, Germany
had already begun the construction of two MEKO A-200 for the Algeria Naval Forces in the
ADM Kiel shipyard.*>> Given this other business, French manufacturers might have offered a
more attractive timeline.

431 «SIGMA-Class Corvettes,” Naval Technology, February 28, 2014.
432 “Egypt Receives Molniya Missile Corvette from Russia,” defenceWeb, August 18, 2015.

433 Derek Bisaccio, “Egypt Takes Delivery of Gowind 2500 Corvette,” Defense and Security Monitor, September
25,2017.

434 “Damen Schelde Naval Shipbuilding Lays Keel of First SIGMA 10514 PKR Frigate for TNI AL (Indonesia),”
Army Recognition, April 19, 2014.

433 Michael Nitz, Richard Scott, and Jeremy Binnie, “First Algerian MEKO A-200 Frigate Undocked,” Navy
International, December 11, 2014.
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Offsets and Incentives

After the Egyptian Armed Forces acquired the Alexandria Shipyard in 2003, they invested
more than $280 million to upgrade it.**® This has been in line with Egypt’s ambition (particularly
since 2013) to build a stronger domestic military infrastructure and gain some autonomy from
foreign producers.*>’ As discussed above, the Egyptian Navy received both direct financial gain
and additional benefit to facilities and trained personnel from this deal.**® As a result, it is likely
that a significant component of Egypt’s decision to procure from France was the agreement to
build and assemble three ships out of the four ordered in Egypt (factor 5.D, status, prestige, and
national pride), as well as the direct benefit of the procurement to the Egyptian Armed Forces
and their prestige—although it is not clear whether the German and Dutch alternatives offered
similar offsets.*>° This was part of a broader strategy on Egypt’s part to seek transfers of
technology not just from France but also from Russia and Germany to improve its domestic
manufacturing base.

Strategic Considerations

The transformation of Egypt’s neighborhood and an opportunity for Egypt to achieve broader
national security and foreign policy goals was likely also important.

From 2013 to 2015, the United States temporarily suspended the delivery of prominent
weapon systems to Egypt, including F-16 fighter jets, Harpoon missiles, M1A1 tank kits, and
Apache helicopters.*®! The removal of this hold was conditional on the improvement in Egypt’s
human rights record.*®? El-Sisi, then Egypt’s Minister of Defense, publicly denounced the United
States as “turning their backs on the Egyptians and they won’t forget that.”4%3

The growth of Turkey’s assertiveness in the Eastern Mediterranean and the Libyan civil
war—theaters all surrounding Egypt—also encouraged Egypt to find a new security partner after

its ties had deteriorated with the United States. Unlike the Netherlands and Germany, France had

436 peter Shaw-Smith, “Alexandria Shipyard in $280m Upgrade of Ship Repair Facilities,” Seatrade Maritime
News, October 28, 2014.

457 Sayigh, 2019.
458 Sayigh, 2019.

439 Despite the lack of available information, it is clear that the German agreement in 2018 notably had only one
ship out of four built in Egypt.
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Endowment for International Peace, Malcolm H. Kerr Carnegie Middle East Center, February 28, 2019.
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East Policy, PolicyWatch 2281, July 8, 2014.
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Washington Post, August 5, 2013.
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both the capability to support Egypt and the political will to do so. This likely explains why the
Netherlands was rarely picked for other import orders and why Germany was picked for later
orders only once its relations with Turkey had also deteriorated.**

Table 7.2 summarizes our assessment of Egypt’s purchase of the French corvettes.

Table 7.2. Summary of Egypt’s Purchase of the French Gowind 2500 Corvettes

Measure Assessment

Cost e The contract was financed with foreign loans and financial assistance.
e Gowind 2500 was the cheapest option for its relative sophistication.

Function e The purchase was for corvettes, not frigates.
The vessels were capable of coastal missions and adaptable to open sea and different
maritime environments.
e Gowind 2500 was more complex than the Dutch option.

Availability e Speed of delivery not a key decision factor, although the purchase was delivered in
record time.
e Competing orders came from other countries: Dutch and German shipyards.
Offsets and e Receiving a technology transfer and assistance to domestically build the corvettes was
incentives a key decision factor.

This was an important investment in the Alexandria Shipyard.
e It decreased Egypt’s reliance on foreign security assistance, particularly from the
United States.

Strategic e Egypt sought to become a maritime power and increase its control of its waters over
considerations regional competitors.
e France was an ideal partner because of its overlapping security and defense interests
with Egypt’s.

e Gowind corvettes, unlike the other options considered, were not a clear departure from
Western equipment.

Additionally, despite having the option to maintain corvette capabilities from Russia, Egypt
decided among only Western systems. The United States had historically played a key role in
training and equipping Egypt’s officers after the 1979 Egypt-—Israel peace treaty, which resulted
in an Egyptian armed force highly tied to the U.S. and Western armaments.*¢> In turn, this made
any reorientation to Russia or any other non-Western competitor incompatible with the

realization of Egypt’s broader diplomatic goals.*¢

464 Although ties between Germany and Turkey are much less strained than those between Turkey and France, they
had increasingly deteriorated during the late 2010s. See more at Stephen F. Szabo, Germany and Turkey: The
Unavoidable Partnership, Brookings Institution, Turkey Project Policy Paper 14, March 2018.

465 Aftandilian, 2021; Treaty of Peace Between the Arab Republic of Egypt and the State of Israel, U.N.T.S. 17813,
signed March 26, 1979.

466 For instance, Egypt led the command of Combined Task Force 153 in 2023, tasked with monitoring maritime
security efforts in the Red Sea, Bab el-Mandeb, and Gulf of Aden, alongside the U.S. Navy and other partners. A
maritime fleet with Russian vessels would have decreased the likelihood of its having a central role in important
straits with Western multinational exercises.
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Policy Implications

This case illustrates an instance in which the United States imposed sanctions on a long-term
security partner and the partner responded by reaching out to other suppliers to diversify its
security relationships. There are several lessons to be taken from this case.

First, this case illustrates a situation in which the United States did not have a valid option to
offer to a buyer. The United States does not produce corvettes. French-supplied corvettes
allowed Egypt to buy a Western system instead of a Russian one, which might have been a
plausible option given the strong defense ties between Egypt and Russia, but ultimately the
Russian Molniya corvette was not a highly attractive choice because it lacked technological
edge. Partnering with third-party allies in cases in which the purchaser maintains a stronger
defense relationship with that ally is likely advantageous for U.S. interests in situations in which
U.S. sales are prohibited or in which the U.S. defense industry does not supply a solution for the
partner’s capability need.

This case illustrates the role of diplomatic and trade relations as precursors to weapon system
deals. Although France’s corvettes were not necessarily the most competitive on the market at
the time, Egypt’s desire to strengthen its relationship with France was likely an important factor.
Coupled with the domestic pressure of the military, this might explain why Egypt purchased
more than what it realistically needed. However, in light of the significant scale of U.S. military
assistance to Egypt,*%’ this case also raises questions about the opportunities for the United States
to exert leverage in shaping procurements from third-party suppliers.

Finally, this case highlights the clear importance of domestic political power balances in
driving acquisitions. Pragmatic reasoning, including matching capabilities to threats and external
pressures, is not always the most significant factor; although policy analysis often treats states as
unified actors, in cases like Egypt, in which domestic institutions (such as the military) are
preeminent or corruption is prevalent, rational policy agendas might be subverted by special
interests. Egypt’s corvette acquisition showcases these domestic power dynamics.

467 DOS Bureau of Near Eastern Affairs, “U.S. Relations with Egypt: Bilateral Relations Fact Sheet,” April 29,
2022.
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Chapter 8. Case Study 6: Pakistan’s Purchase of Uncrewed
Aerial Vehicles from Turkey

Introduction

Pakistan officially commissioned a series of combat drones into the operational fleet of
Pakistan Air Force (PAF) on January 2, 2024. The ceremony was held at the Murid Air Base to
mark their induction and operationalization into PAF. Among these combat drones were
Pakistan’s Bayraktar TB2s, believed to be in service since fall 2022, although no official
statement was made at that time.

In this case study, we examined Pakistan’s purchase of Bayraktar TB2 UAVs from Turkey.
This case highlights important trends in the global market for drones and demonstrates how U.S.
export controls in the armed-UAV market have helped drive growth in commercially derived,
low-cost models. In this chapter ,we discuss the role of emerging suppliers in this market and
how that role raises questions for DSCA about how best to contend with these trends.

Background: The Pakistan—Turkey Defense Relationship

The defense relationship between Turkey and Pakistan is long-standing and stems from a
variety of cultural, religious, geostrategic, and political factors.**® The two countries have offered
reciprocal support in the context of each other’s territorial claims: Turkey has supported Pakistan
in the context of Kashmir, and, in turn, Pakistan has consistently supported Turkey’s position
over the Cyprus issue.**® Many point to the ascension of Turkish President Recep Tayyip
Erdogan as a turning point in which the bilateral relationship was significantly deepened by
Erdogan’s enthusiasm for consolidating ties with Muslim states across the region.*’?

Turkey has been a dependable ally of Pakistan, offering support in international forums. In

2020, Turkey opposed Pakistan being placed on the intergovernmental Financial Action Task

468 Rahat Shah and Wang Li, “Rationales Behind Pakistan—Turkey Relations Since September 11, 2001,” Round
Table, Vol. 109, No. 5, 2020.

469 Vinay Kaura, The Erdogan Effect: Turkey’s Relations with Pakistan and India, Institute of South Asian Studies,
working paper, October 16, 2020.

470 Umar Karim, “Pakistan—Turkey Defence Cooperation: The Realization of a Shared Strategic Vision,” Arab
News, August 11, 2023; Rahat Shah, “Explaining Pakistan—Turkish Relations: Islamism and Naya Pakistan,” Asian

Journal of Middle Eastern and Islamic Studies, Vol. 16, No. 1, 2022; Nazia Sheikh, “The New Era of Pakistan—
Turkey Defence Ties,” opinion, Pakistan Today, August 25, 2023.
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Force’s blacklist, a move that Erdogan explained was an effort to relieve the political pressure
Pakistan was facing for inadequate controls over money laundering and terrorism financing.*!
Defense cooperation has often been at the center of this deepening relationship. Turkey
opened a consulate in Karachi in 2021, the culmination of a four-year project. At his inaugural

address in 2022, Turkey’s Foreign Minister Mevliit Cavusoglu stated, “We will further
strengthen our ties and cooperation with brotherly country Pakistan in every field, especially in
the defense industry.”#72

Turkey has pursued a policy of deepening strategic and military ties with Pakistan to increase
Turkey’s influence in Asia. Pakistan sees itself as a key player in Afghanistan, as a mediator with
Iran, and as offering value as a strategic partner helping Turkey maintain a balance between the
East and West.*”® Pakistan’s strategic importance has increased for Turkey in part because of
Turkey’s goals to increase defense autarky, or self-reliance. Pakistan and Turkey have conducted
joint military exercises, including Anatolian Eagle, which is held annually in Turkey and is
intended to improve skills and interoperability for combined air operations, targeting, and high-
value airborne-asset protection.*’* High-level military officials from both countries meet
annually at the Pakistan—Turkey High Level Military Dialogue Group to discuss military
training, education, counterterrorism, and defense industry cooperation, including joint
production and procurement.*”> In 2020, after the sixth meeting of the Pakistan—-Turkey High
Level Strategic Cooperation Council in Islamabad, a joint declaration titled “Towards an Ever-
Closer Strategic Partnership” stated that the two sides had agreed to “further intensify and
expand cooperation in the defense and security spheres, including by sourcing their defense
purchases from each other to the extent possible, and prioritizing joint research, development and
production ventures.”47°

Pakistan offers an important market for Turkey’s ambitious goals of developing its domestic
defense industry and increasing the reach of its global arms exports. Turkey has explicitly
identified the growth of its locally manufactured defense products as a significant factor in
maintaining its regional power status and as a means of reducing foreign control over Turkey’s
military capabilities. Turkey has identified a strategic partnership with Pakistan as one means of

471 Asif Shahzad, “Turkey to Oppose Pakistan Blacklisting at Anti-Terrorism Finance Meet,” Reuters, February 14,
2020.

412 Turkey Ministry of Foreign Affairs, “Meeting of Foreign Minister Mevliit Cavusoglu with Foreign Minister
Bilawal Bhutto Zardari of Pakistan,” May 31, 2022.

473 Marisa R. Lino, “Turkey and Pakistan: A Special Relationship?” International Institute for Strategic Studies,
April 17, 2020.

474 NATO Allied Air Command, “Turkiye Hosts Exercise Anatolian Eagle with Allies and Partners,” press release,
May 11, 2023,

475 Dilara Hamit, “Turkey, Pakistan to Strengthen Defense Cooperation,” Anadolu Agency, December 24, 2020.

476 pakistan Ministry of Foreign Affairs, “Joint Declaration: 6th Session of Pakistan—Turkey High-Level Strategic
Cooperation Council ‘Towards an Ever-Closer Strategic Partnership,”” press release, February 14, 2020.
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furthering this broader national objective. This mutual commitment was formalized in 2016,
when the two countries signed a strategic partnership deal.*”’

In defense exports from Turkey to Pakistan, 2018 was a significant year (Figures 8.1 and
8.2). In October, the Pakistan Navy commissioned a 17,000-ton fleet tanker, built in
collaboration with Turkish defense company STM in the southern port city of Karachi.*’® At the
commissioning ceremony, Pakistan’s President Arif Alvi stated, “Pakistan and Turkey have
always stood alongside each other during testing times . . . Pakistan always feels proud of its
friendship with Turkey.” Turkey also won a multibillion-dollar tender to supply four corvettes to
the Pakistan Navy, which Turkey’s then—Minister of National Defence Nurettin Canikli claimed
was the largest contract ever granted to the Turkish defense industry.

Turkish Aerospace Industries (TAI) signed a USD1.5 billion agreement to sell 30 T129
ATAK helicopter gunships to Pakistan, which Pakistan was seeking for the platform’s ability to
perform effectively in the higher altitudes of the Hindu Kush mountain range. However, this deal
faced complications when TAI was unable to secure U.S. export licenses, which were required to
finalize the deal because U.S.-made engines were used in the T129s.47 The Turkish government
later tasked Tusas Engine Industries, TAI’s sister company, with domestically developing an
engine for the T129.

In 2023, Turkey announced that Pakistan might also officially join its fifth-generation TAI
KAAN fighter aircraft program. The involvement of Pakistani citizens in such high-profile
projects directly linked to Turkey’s national security is seen as a clear indicator of close bilateral
trust and suggests a continuing trend of close defense cooperation.*8?

477 Shah and Li, 2020.
478 1 ino, 2020.

479 Burak Ege Bekdil, “Diplomatic Row Jeopardizes $1.5B Helicopter Deal Between Turkey and Pakistan,” Defense
News, August 13, 2018.

480 Akhil Kadidal, “Turkey to Engage Pakistan over Officially Joining Kaan Project,” Defence Weekly, August 8,
2023.
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Figure 8.1. Turkish Arms Exports to Pakistan, 2012—-2022
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SOURCE: Features data from SIPRI, undated-a (arms export from Turkey, 2012-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on its methodology
webpage (SIPRI, undated-b).

Figure 8.2. Top Arms Suppliers to Pakistan, 2012-2022
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SOURCE: Features data from SIPRI, undated-a (arms exports to Pakistan, 2012-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on its methodology
webpage (SIPRI, undated-b).
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Characteristics of Turkey as a Defense Supplier: From Importer to
Exporter, Turkey’s Rise in the Global Defense Market

Turkey has a smaller, broad-based, less technologically advanced DIB**! but is aggressive in
pursuing development of its indigenous production capacity, transforming its global significance
as a defense supplier.*®? Turkey has long been focused on the goal of defense autarky;** like
many developing countries, Turkey has seen defense industrialization as an essential component
of achieving the freedom to pursue an independent foreign policy. And as Turkey’s recent
history, even as a member of NATO, has demonstrated, dependence on foreign suppliers
constrains this freedom. Since 2002, Turkey has made a sustained push toward defense
modernization with a marked shift toward domestic production in 2004434

The Turkish arms exports sector, which has historically focused on the production of small
weapons and armored personnel carriers, has now diversified significantly. Turkey’s DIB now
designs, produces, and exports (with varying levels of domestic contribution) many core
conventional arms and equipment, including corvettes, fire support systems, UASs, gliding
munitions for drones, JDAMs, across-the-spectrum land warfare platforms (except for main
battle tanks), grenade launchers, and tactical antimateriel rifles, missiles, frigates, and other high-
end weapon systems, with prospects for submarine sales developing on the horizon.*%’

Turkey’s arms exports increased by 69 percent from the 2018-2022 period over the 2013—
2017 period.*® This upward trend in exports has been coupled with a consistent reduction in
arms imports and a policy focus on boosting the role of Turkish national industries’ involvement
in major projects. Turkey’s long-term goal is to facilitate a sustainable defense industry through
workforce development and carry out sophisticated technological production to dramatically
reduce reliance on foreign imports.

The largest purchasers of Turkish arms are currently Qatar, the UAE, and Oman. Growth in
certain sectors has had outsized effects on the overall growth of the industry. The drone industry
has been central to this growth. Tusas and Baykar, the two primary drone makers, secured more
than $1 billion in exports in 2021, and Baykar’s foreign contracts constituted more than 90

481 Turkey falls into “Tier 2b” in Richard Bitzinger’s pyramid model of arms-producing states.
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Defence Studies, Vol. 17, No. 3, 2017.
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percent of its revenue.*®” In 2022, Turkey reached a record defense export volume of more than
$3 billion, making the country’s export volume comparable to some European nations’ overall
defense budgets. Turkey’s clients are diversifying, and its defense export portfolio included 170
countries as of 2022.488

Although Turkey has made significant progress toward self-sufficiency in its defense
industrial capabilities, it continues to rely on imported components in some areas. Turkey’s
inability to indigenously produce engines has proven to be a vulnerability.*® Turkey’s
continuing reliance on importing engines for drones, armored vehicles, and ships undermines its
autonomy. Official and unofficial arms embargoes placed on Turkey have made it difficult to
source these engines from foreign suppliers, at times delaying or forcing cancellation of its deals
with recipient countries.**°

Phase 1 Factors: Motivations for Acquiring Capability

Pakistan’s Early Adoption of Uncrewed Aerial Vehicles

Pakistan’s interest in drones has been shaped by observing their effectiveness in U.S.
counterterrorism operations, despite the deep resentment and political friction those operations
have caused because Pakistan views them as blatant violations of its territorial integrity.**! For
years, Pakistan’s requests to the United States for the transfer of drone technology were
repeatedly rejected, which contributed to the decision to focus on a program of indigenous
development. In 2015, Pakistan acknowledged its first operational strike using its Burraq armed
UAV (an indigenously developed weapon) against targets affiliated with the Tehrik-e Taliban
Pakistan in Shawal Valley. Many were surprised at the sophistication involved in the targeting
and speculated that access to Chinese drone technology might have accelerated Pakistan’s
advances in fielding the armed drone.*? Although early U.S. drone strikes often missed intended
targets and killed civilians, field research has indicated that, by 2009, as targeting became more
precise, the populations in affected areas grew to develop confidence in drones as a measure to

487 K asapoglu, 2022.
488 K asapoglu, 2022.
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Foundation for Defense of Democracies, March 24, 2022.
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November 5, 2013.
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Bloomberg, September 10, 2015.
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confront militant networks (factor 5.A, public opinion).*** Although public perception of drone
effectiveness might not have been a primary driver of the government’s acquisition priorities, the
public perception of drones’ effectiveness and their increasing precision over time (particularly
in the avoidance of civilian casualties) might have been domestic political factors that
contributed to a modest extent.

The Struggle to Modernize in the Midst of Economic Crisis

The air domain has been central in driving Pakistan’s defense modernization goals (factor
4.B, addressing gaps and modernization requirements). Air domain capabilities have been
regarded as crucial to confronting internal threats posed by terrorist groups, including Tehrik-e
Taliban Pakistan,*** and, more recently, essential to deterring aggression and maintaining the
regional balance of power with India. But the continued modernization of PAF was significantly
affected by the U.S. arms embargo in place from 2018 to 2022 and by broader domestic
economic challenges.*>® For several consecutive years, Pakistan’s economic climate forced
reductions in spending in order to meet International Monetary Fund—imposed conditions. This
economic restructuring required Pakistan to significantly reduce the resourcing for military
modernization plans (factor 5.B, the relationship between economic growth fueling defense
budgets and political commitments to spend).**® The economic pressure that the government
faced constrained decision space in the broader air modernization program, likely making the
relatively affordable UAVs an attractive option.

An Arms Race with India and Tensions in the Border Region

As the terrorist threat, which had long been the primary driver of Pakistan’s military
modernization, became regarded as less than existential, the modernization agenda shifted focus
toward India. Reports became public in 2016 that India had begun talks to purchase the U.S.
Predator, and, although India’s procurement of U.S.-made UAVs would prove to be a very long
process,*’ knowledge of these plans contributed to Pakistan’s sense of urgency to fill the
capability gap (factors 2.B, arms races and security dilemmas, and 2.C, keeping pace with

493 Neha Ansari, “Precise and Popular: Why People in Northwest Pakistan Support Drones,” commentary, War on
the Rocks, August 19, 2022.

494 Usman Ansari, “Pakistan Resumes Armor Modernization as Terror Threat Recedes,” Defense News, November
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US F-16 Sales to Pakistan,” European Security and Defence, December 14, 2022. In DSCA terminology, these
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regional peers). Drone incursions across the India—Pakistan international border and along the
Line of Control (LoC) in Kashmir intensified rapidly from 2019 to 2022 (factor 2.D, the role of
territorial disputes, frozen conflicts, and contested areas). India’s Border Security Force, which

guards the international border on the Indian side, reported more than 268 drone sightings in
2022, compared with 109 in 2021 and 49 in 2020 (factors 1.A, coercive signals, and 4.A,
increasing territorial defense and domain awareness).*®

Table 8.1 summarizes the phase 1 factors involved in Pakistan’s decision to purchase UAVs

from Turkey.

Table 8.1. Phase 1 Considerations for Pakistan’s Decision to Purchase Uncrewed Aerial Vehicles
from Turkey

2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation  Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment  Considerations Considerations
A. Insecurity Coercive signals Fear that Desire to divest Increasing Public opinion
capability from a rival or territorial
acquisition leads  pariah state defense and
to provocation domain
awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing Domestic
armed aggression counterarming, transition and gaps and economic
or security regional modernization enablers and
dilemma integration requirements constraints
C. Commitments Perception of own Keeping pace Desire to Interoperability Domestic

vulnerabilities

D. Ambitions Collective security
guarantees and
regional security

architecture

with regional
peers

Role of territorial
disputes, frozen
conflicts, and
contested areas

strengthen ties
with an ally or
partner through
capability
acquisition

Desire to
maintain
strategic
autonomy

and the ability to
integrate with a
coalition

Extend power
protection

industrial interests
and industrial
base
development

Status, prestige,
and national pride

Phase 2: Factors Contributing to Pakistan’s Purchase of Uncrewed Aerial

Vehicles from Turkey

Cost

The TB2 is built in Turkey from a mix of domestically made parts and parts sourced from

international commercial markets. Investigations of downed Bayraktars have revealed

components sourced from several U.S. companies, including a GPS receiver made by Trimble,

498 Rakshit Kweera, “Drones: An Emerging Threat on the Volatile India—Pakistan Border,” The Diplomat, May 6,

2023.

109



an airborne modem and transceiver made by Viasat, and a Garmin GNC 255 navigation radio.*°
This commercially derived design makes the drone vastly more affordable than more-
sophisticated alternatives (including U.S. models, such as the MQ-9 and its variants) and has
helped make the TB2 the most exported drone in the world. TB2s are generally sold as a system
that includes a ground control station, a ground data terminal, a remote display terminal, and a
base with generator.’%

Turkey provides several months of training support to operators once a purchase has been
made. Experts have characterized Turkey’s approach to leveraging the relationship that comes
with training, maintenance, and spare parts as “adept.”°! Turkey does not impose restrictions on
the sales of its weapons related to human rights records or apply other conditions related to “end
use.” The Baykar TB2 package also offers continuous support from its programmers by sending
out frequent software updates, which are designed to enable the platform to be responsive to
changing adversarial tactics. Bayraktar has described the TB2 as being “right in the sweet spot. .

.. It’s not too small, but it’s not too big. And it’s not too cheap, but it’s not too expensive.”"?

Function

. The Bayraktar TB2 is a tactical UAV in the medium-altitude, long-endurance (MALE)
category that can perform both ISR and armed strike missions.

The 2020 conflict between Azerbaijan and Armenia over the enclave of Nagorno-Karabakh
effectively showcased the TB2’s capabilities and versatility for a global audience.’® TB2s
functioned effectively in providing identification and targeting data, but they also consistently
delivered microguided munitions to reach targets independently.’* Analysts have pointed out
that the platforms were still vulnerable to air defenses that were designed to counter them but
that Armenia did not have these defenses in adequate numbers; it relied mostly on Soviet-era
systems, which the TB2s managed to evade by flying above the range ,where they could not be
detected. Many attributed Azerbaijan’s eventual victory over its neighbor Armenia in large part
to the contribution of TB2s.3%> The performance of TB2s in the Nagorno-Karabakh conflict
helped the TB2 gain a reputation as a low-budget, combat-tested drone, making it an attractive
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choice for Pakistan. Light munitions developed by a partner Turkish firm, Roketsan, compensate
for the fact that the TB2’s payload is so small. These munitions include laser-guided Smart
Micro Munition products (mini akilli mithimmat, or MAM) and light antitank and antipersonnel
missiles developed in the early 2010s, initially designed for arming helicopters.

TB2s made a definitive contribution in several early Ukrainian military successes, including
the halting of Russia’s advance from Belarus and the destruction of the Moskva cruiser.>%
However, ultimately, the Bayraktar TB2 did not prove to be a game changer in the Russia—
Ukraine war. TB2’s ability to operate in lightly defended airspace was significant early on. As
Russia deployed heavier concentrations of low- and high-altitude radars and associated missiles,
the TB2s became less effective.”’’” As the dynamics of the conflict shifted and even smaller, less
expensive, off-the-shelf drones have proven themselves useful for basic ISR and targeting, the
role of the TB2 has become less publicly visible. Some have suggested that it is possible their
use is being reserved for “favorable settings.”>%

The use of TB2 in these recent conflicts has dramatically increased brand recognition
globally. The drones have been described as “combat-tested,” and recent operations have
showcased the TB2’s ability to operate in environments of high attrition, demonstrating its utility
for countries seeking low cost and replaceability.>*® TB2s’ use in live combat has been coupled
with what is regarded as a “masterful public relations campaign by Baykar,” together creating a
compelling narrative of quality, effectiveness, and—perhaps most important—accessibility.3!°
Some analysts have dubbed this the “good-enough drone”: “This type of system, which is ‘good
enough’ for niche roles, has inherent value and packs a punch when an adversary gets lazy or
makes a mistake.”>!!

The trade-offs inherent in the TB2 design have been summarized as follows: A payload of
under 100 kg, a cruising speed of 130 km/h, and theoretical autonomy make it vulnerable on a
battlefield saturated with anti—air defense systems, although these factors also make it less
detectable by radar. Its autonomy is also constrained by its lack of satellite link, forcing it to

remain within a 150-km radius of its control station. These limitations are offset by its relatively

306 1 60 Péria-Peigné, TB2 Bayraktar: Big Strategy for a Little Drone, French Institute of International Relations,
April 17, 2023.

307 Aaron Stein, “The TB2: The Value of a Cheap and ‘Good Enough’ Drone,” Atlantic Council, August 30, 2022.

>08 Agnes Helou, “With Turkish Drones in the Headlines, What Happened to Ukraine’s Bayraktar TB2s?”” Breaking
Defense, October 6, 2023c.

309 paul Iddon, “Cheap and Combat-Tested: The Growing Market for Turkish Drones,” Forbes, updated December
10, 2021.

>10 Spyridon Plakoudas and Vasileios Sofitis, “Explaining the Bayraktar Paradox,” Royal United Services Institute
Journal, Vol. 168, No. 6, December 19, 2023.

11 Stein, 2022.
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light weight—450 kg when empty—and a foldable wingspan of 12 m, making it easily
transportable overland.>!?

Table 8.2 shows a comparison of the TB2 and the MQ-9 to place the TB2’s design trade-offs
in context and to illustrate how its performance, survivability, and deployability differ from those
of a larger and more sophisticated U.S. system.

312 péria-Peigné, 2023.
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Table 8.2. Comparison Between the TB2 and the MQ-9 Reaper

Specification TB2 MQ-9 Reaper
Range, in miles 93 1,150
Travel: maximum 70-120 240
speed, in knots

true airspeed

Payload capacity, 150 1,700

in kilograms
Payload, ISR

Payload,
munitions

Fuel capacity, in
liters

Maximum takeoff
weight, in
kilograms

Endurance, in
hours

Wingspan, in
meters

Length, in meters

Engine Power

Operational,
maximum altitude,
in feet

Cost per unit, in
millions of dollars

Switchable electro-
optical/infrared/laser
designation or multipurpose
AESA radar

MAM-L and MAM-C smart
munitions, two precision-
guided munitions developed
by Roketsan

300

700

27
12
6.5.

105-Hp internal-combustion
injection engine

18,000-25,000

(Estimated) 2-5

Raytheon's Multi-Spectral Targeting System electro-
optical/infrared, Lynx SAR/GMTI radar, optional maritime
surveillance radar, AlS, SIGINT/ESM, communications
relay.Lynx multimode radar, multimode maritime radar,
automatic identification system, signal intelligence and
electronic support measure system, communication relay

AGM-114 Hellfire missiles, GBU-12 Paveway |l, GBU-38
JDAM, GBU-49 Enhanced Paveway I, and GBU-54 laser
JDAMs

1,814

4,760

27

20

11
900 shaft Hp Honeywell TPE331-10 turboprop engine

50,000

56.5

SOURCES: Baykar technical specifications; General Atomics Aeronautical Systems MQ-9 Reaper fact sheet;
Roketsan munition data sheets; U.S. Air Force MQ-9 Reaper platform overview.

NOTE: MAM-C = MAM with 8-km operating range; MAM-L = MAM with 15-km operating range; SAR/GMTI =
SAR/GMTI = Synthetic Aperture Radar / Ground Moving Target Indicator SIGINT/ESM=, signal intelligence and
electronic support measure system; AlS = Automatic Identification System

Availability

It is not clear when Pakistan’s order for TB2 was placed. Open sources first began to identify
TB2s in Pakistan in fall 2022.5!% At that point, Haluk Bayraktar, the chief executive officer of
Baykar, indicated that new purchasers of the drone were facing a three-year waitlist, thanks to a

313 Akhil Kadidal and Akshara Parakala, “Pakistan Integrating TB2 into Air-Defence Network,” Defence Weekly,

October 13, 2022.
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surge of interest following TB2 use in Ukraine. Based on the 2022 sightings of TB2s in Pakistan,
it is reasonable to assume that Pakistan was able to get ahead of the surge in interest following
the use of these drones in Ukraine, thereby benefiting from a shorter wait time from order to
delivery. In 2022, the company reported that its manufacturing capacity was limited to about 20
TB2 drones per month. The increased rates of production were being pursued through the
construction of a new facility in Ukraine.>'*

Perhaps more significant in assessing the availability factor in Pakistan’s procurement was
the absence of regulatory barriers. Pakistan was barred from purchasing any U.S. weapons from
2018 to 2022. On top of that policy, the strict, multilateral Missile Technology Control Regime
was preventing the export of UAVs even to very close U.S. allies. The policy and regulatory
environment was relaxed somewhat when an updated policy on UAS transfers was released in
2019.3'5 Then, in June 2020, in a change to the interpretation of change to Missile Technology
Control Regime, determined that UASs that fly at speeds below 800 kph (800 km/h) would no
longer be subject to the presumption of denial that had previously blocked most international
sales of drones, such as the MQ-9 Reaper and the RQ-4 Global Hawk.>!'¢ However, it is likely
that Pakistan’s decision to acquire TB2s (followed by other UAVs from Turkey) was already
well underway as the policy environment began to shift.

Turkey does not apply end-use restrictions on its UAV sales. The Turkish government’s
official position is that sales made by Baykar do not constitute an official government sale and
the foreign sales agreements are made solely by a private Turkish company.>!” Furthermore,
Turkey’s position on foreign sales of weapons has often been characterized as placing limited
post-sale restrictions on end-use, with responsibility for operational employment largely shifting
to the purchasing state.>'® There is no desire to apply end-use restrictions on the use of these
exports or to be compelled to enforce them. In light of the challenges Pakistan had faced with
respect to accessing U.S. UAVs, Turkey’s very different philosophy made it an attractive
supplier.

Offsets and Incentives

Pakistan’s purchase of TB2 occurred in the midst of other UAV acquisitions, including an
Akinci drone made by Baykar and a coproduction and codevelopment deal between TAI and

314 «Tyrkish Drone Magnate Rushes to Boost Capacity as Orders Pile Up,” Daily Sabah, September 1, 2022; Pesha
Magid, “Turkey’s Drone Maker Baykar Begins to Build Plant in Ukraine,” Reuters, February 7, 2024. The company
has stated that its plans were to double domestic production of the Akinci, which stood at 36 units in 2023, while
TB2 output would stay unchanged at 230 units.

S15 DOS, “U.S. Policy on the Export of Unmanned Aerial Systems,” fact sheet, May 21, 2019.
316 Daryl G. Kimball, “U.S. Reinterprets MTCR Rules,” Arms Control Today, September 2020.

317 Paul Iddon, “From Baykar to Kyiv: Turkey’s ‘No Strings Attached’ Drone Export Policy,” Forbes, April 13,
2022.

318 1ddon, 2022.
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Pakistan’s National Engineering and Scientific Commission (NESCOM), a state-owned missile
manufacturer and civilian research organization, to build Anka combat drones.’!” The contract
specified that the cooperative agreement would include human resource and technology transfer
between TAI and NESCOM. Although there is no public documentation of offsets or
coproduction incentives as part of the TB2 deal, these broader ties being established between
Turkey’s drone industry and Pakistan’s NESCOM likely helped establish a positive political and
economic context for the acquisition.

Strategic Considerations

This deal allowed Pakistan to deepen defense ties with Turkey, keep pace with India’s
acquisition of UAVs, and mitigate the impacts of being denied U.S. drone technology. Low-cost
UAVs offered Pakistan an avenue for airpower modernization at a reasonable price that did not
hinge on U.S. FMS but also deepened inroads with the Turkish drone industry. Given the
economic pressures the country faced, coupled with the strategic necessity to modernize its Air
Force, deepening this partnership with Turkey, a country that could offer UAVs without
conditions, was particularly attractive. It is important to recognize Pakistan’s diversification in its
UAYV procurement. The selection of the TB2 was not pursued exclusive to other avenues of
acquiring this capability—the acquisition of Turkish drones occurred alongside a long-standing
indigenous development program, as well as the purchase of Chinese models, a deal that
included the transfer of technology. In October 2018, PAF reported in a social media post that
the state-owned Aviation Industry Corporation of China (AVIC) and the Pakistan Aeronautical
Complex had agreed to coproduce 48 Chinese-designed next-generation MALE and strike-
capable Wing Loong II UAVs.3?° The announcement did not indicate a timeline for delivery, and
PAF is currently operating four China-made Caihong-4 (CH-4), or Rainbow 4, UAVs.

The UAV acquisition program in Pakistan appears multipronged with a clear preeminence of
the availability of technology both to address short-term security concerns and to feed into
longer-term indigenous development opportunities. Turkey’s TB2 appears to be only one line of
effort in this strategy.

Table 8.3 summarizes the phase 2 factors involved in Pakistan’s decision to purchase UAVs
from Turkey.

319 Inder Singh Bisht, “Pakistan, Turkey to Co-Produce Anka Combat Drones,” Defense Post, August 24, 2021.

320 Franz-Stefan Gady, “China, Pakistan to Co-Produce 48 Strike-Capable Wing Loong II Drones,” The Diplomat,
October 9, 2018.
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Table 8.3. Phase 2 Considerations for Pakistan’s Purchase of TB2 Drones from Turkey

Consideration Consideration
Category
Cost e The cost is estimated to be somewhere between $2 million and $5 million per unit, which

includes the drone aerial platform and communication equipment.
e This is approximately 1/10 the cost of the MQ-9 Reaper.

Function e Bayraktar TB2 MALE, tactical UAV can conduct ISR and armed attack missions.
e The UAV system has a substantially more limited payload and range than the MQ-9

Reaper’s.

Availability e The TB2 was available from Turkey free of export restrictions. Pakistan received TB2s
prior to the surge in demand following use in Ukraine.

Offsets and e The purchase of TB2 occurred in the midst of other UAV acquisitions, including Akinci

incentives drone Bayraktar and a coproduction and codevelopment deal between TAl and NESCOM
to build Anka combat drones.

Strategic e This deal allowed Pakistan to deepen defense ties with Turkey, keep pace with India’s

considerations acquisition of UAVs, and mitigate the impacts of being denied U.S. drone technology.

Pakistan simultaneously worked with China on coproduction of another MALE UAV.

Policy Implications

This case illustrates a situation in which U.S. arms export policy has helped to shape the
emergence of alternatives in the UAV market. The United States’ unwillingness to sell armed
UAVs to Pakistan, coupled with internal and external security concerns, convinced Pakistan that
it had to look elsewhere to acquire this capability. The domestic economic pressures that
Pakistan faced made the low-cost TB2 a good option.

Meanwhile, Turkey’s long-standing desire to achieve defense-industrial independence has
helped to fuel its emergence as a significant global exporter in the global arms market—in
particular, the UAV industry. Turkey, as well as other suppliers offering lower-cost,
commercially derived armed drones, are likely to continue their growth in exporting UAVs to
recipient nations with limited budgets, those that are ineligible to purchase U.S. models, or those
that seek to avoid complexities of export restrictions and end-use conditions.

From an FMS global competitiveness perspective, there does appear to be value in
commercially derived systems that can be rapidly fielded and whose low cost enables them to be
operationally relevant even in high-attrition environments. Although the MQ-9 and its direct
competitors will likely continue to dominate the high-end UAV market, the markets for highly
exportable, low-cost options are likely to be dominated by Turkey, Israel, and China in the near
future. Whether there is a role for U.S. industry to compete more directly in this market

521 5

subsector, even with all the legal and diplomatic complexities that might bring,”*' is a question

321 France, Greece, and Cyprus have recently vetoed the purchase of Turkish-made Bayraktar TB2 drones for the
Armed Forces of Ukraine donation that was intended to be paid for by the EU’s Peace Facility as part of a broader
supply of Turkish-made defense products aimed at addressing Ukraine’s urgent needs, citing the condition that only
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worthy of consideration. The relaxation in UAV export policy, as well as DOW’s demonstrated
interest in more fully leveraging the commercial industry to increase speed and cost-
effectiveness, might suggest that there are parallel opportunities in the FMS market.>??

The increasing of low-cost armed drones has profoundly affected elements of modern
warfare, making airpower affordable for smaller countries with limited budgets, and Turkey has
leveraged the opportunities in this market to make the export of armed drones a key dimension of
its foreign policy. It is helping move Turkey’s defense industry toward its long-term goal of self-
sufficiency. As good-enough drones become increasingly integrated with high-precision
weapons, their operational relevance in regional conflicts will increase, as will their strategic
relevance as a defense export reaching a wide variety of foreign markets.

defense products manufactured in EU countries should be bought with EU funds. Greece reportedly acknowledged
that its decision was influenced both by the motive of “European defense autonomy” and by its reluctance to support
Turkey’s defense industry.

322 Alexandra Lohr, “Air Force Plans Drones with Commercially Available Components,” Federal News Network,
June 5, 2023. See U.S. Defense Innovation Unit, “Blue UAS,” webpage, undated.
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Chapter 9. Case Study 7: The United Arab Emirates’ Purchase of
Light Attack Aircraft from China

Introduction

In February 2022, the UAE Ministry of Defence announced that it had signed an LOI to
acquire the L-15 trainer and light attack aircraft from AVIC.53 The following year, AVIC
confirmed that it had reached an agreement with the UAE to supply the 12 L-15s, with an option
for 36 more in the future, as the UAE’s first Chinese-origin, fixed-wing, piloted system.’** Media
outlets around the world interpreted the UAE decision as a pointed rebuke of U.S. policy on the
UAE’s use of Huawei’s fifth-generation (5G) network, an issue that scuttled the UAE’s efforts to
acquire the F-35 in 2021.5%°

In this case study, we examined the UAE’s decision to pursue the L-15 acquisition from
China. We considered potential underlying UAE motivations behind the acquisition (phase 1
factors), examined the PRC as a defense supplier, and weighed why the UAE pursued the
Chinese option over potential alternatives from ROK or Italian suppliers (phase 2 factors). The
study, indeed, suggests that geopolitical motives to send diplomatic messages to assert strategic
autonomy played a part in motivating the purchase. Yet, we also found evidence that pragmatic
concerns related to filling capability gaps to meet operational needs and respond to longer-term
changes in regional threat dynamics might have more immediately motivated the UAE to pursue
the capability from China in the first place. We conclude this chapter by discussing implications
of these findings for DSCA.

Background: The China—United Arab Emirates Defense Relationship

Bilateral ties between the UAE and China have strengthened and deepened since the mid-
2010s, allowing leaders of the two countries to elevate their relationship to a “comprehensive

523 Agnes Helou, “UAE to Buy a Dozen Chinese L-15 Trainer Aircraft,” Defense News, February 25, 2022b.

24 Tony Osborne, “UAE Signs Chinese Jet Trainer Deal,” Aviation Week, February 21, 2023a; Liu Xuanzun,
“China Seals Deal to Export L15 Trainer Jet to UAE, Displays Y-20 Cargo Plane and FC-31 Stealth Fighter at
Expo,” Global Times, February 21, 2023a.

325 For example, in China, Liu Xuanzun, “China Boosts Defense Cooperation with UAE as US Influence Wanes in
Middle East,” Global Times, February 23, 2023b. In Arabic press, see Nour al-Din, “Wizara al difa‘ al Imaratiyya
tatajih li shira’ 12 ta’irat siniyyat min tiraz L-15” [“The UAE Ministry of Defense Is Moving to Purchase 12 Chinese
L15Aircraft”], Defense-Arabic, February 23, 2022. One Western reporter wrote that the deal

appeared to send a message to the U.S. after Washington expressed reservations about the UAE’s
close ties with China—including the use of telecommunications technology provided by Huawei
and apparent plans for a Chinese military facility inside a UAE seaport. (Osborne, 2023a)
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strategic partnership” in 2018.326 The trend toward increased bilateral cooperation reflects
China’s intensified political, economic, and security engagement with states across the Persian
Gulf during the same period.*? Still, within this regional context, China’s relationship with the
UAE is particularly important, given the UAE’s status as one of China’s largest trading
partners, 28

UAE purchases of Chinese defense systems and services in the past decade are leading
indicators of the strengthening in the China—UAE defense relationship. The UAE purchase of 25
Wing Loong I (Chengdu GJ-1) MALE UAYV systems between 2013 and 2017—the same period
during which the UAE pursued an analogous, unarmed MALE capability in the Predator XP
from General Atomics—marks the first known UAE acquisition of defense articles from
China.”®® In 2017, UAE became among the first countries to order the follow-on system, the
Wing Loong II (Chengdu GJ-2), an armed UAV resembling the MQ-9 Reaper. The UAE had
also acquired a limited number of Chinese antitank missiles and self-propelled rocket launcher
systems through 2020 prior to acquiring the L-15.33°

China and the UAE have also expanded defense industrial cooperation and undertaken
codevelopment efforts. In 2019, China North Industries Corporation (NORINCO) and the UAE
sovereign wealth fund’s International Golden Group established the joint China—Emirates
Science and Technology innovation laboratory. Reports suggest that the partnership resulted in
NORINCO’s manufacture and transfer of some ten to 15 Golden Eagle CR500 attack helo UAVs
between November 2020 and February 2021.33!

326 Joint statements on the 2018 partnership envision cooperation in the sectors of “politics, economy, finance,
science and technology, energy and people-to-people exchanges,” although modest defense cooperation in military
exercises and arms transfers was excluded; see “China, UAE Agree to Lift Ties to Comprehensive Strategic
Partnership,” Xinhua, July 21, 2018; “China, UAE Issue Joint Statement on Partnership,” Xinhua, January 18, 2012;
Jean-Loup Samaan, “The United Arab Emirates and Sino-American Competition: Towards a Policy of Non-
Alignment?” French Institute of International Relations, December 2, 2022, p. 8.

327 This strategy is articulated in a public 2016 government document; see State Council of China, “China’s Arab
Policy Paper,” January 2016; and Hayley Wong, “China Shores Up Strategic Ties with the United Arab Emirates as
Beijing Extends its Mideast Reach,” South China Morning Post, August 5, 2023.

328 Jon B. Alterman, “China’s Middle East Model,” Center for Strategic and International Studies, May 23, 2019;
Mohammad Eslami and Maria Papageorgiou, “China’s Increasing Role in the Middle East: Implications for
Regional and International Dynamics,” Georgetown Journal of International Affairs, June 2, 2023; Jeremy M.
Sharp, The United Arab Emirates (UAE): Issues for U.S. Policy, Congressional Research Service, RS21852, version
148, September 13, 2023, p. 12.

329 Bradley Bowman, Jared Thompson, and Ryan Brobst, “China’s Surprising Drone Sales in the Middle East,”
Defense News, April 23, 2021; Ed Clowes, “General Atomics Completes Delivery of Predator Drones to UAE,”
Gulf News, February 22, 2017; SIPRI, undated-a.

330 Jeremy Binnie, “UAE Reveals SR5 MRL Acquisition,” Defence Weekly, February 11, 2020; Christopher F.
Foss, “UAE Confirms Chinese 155 mm AH4 Gun-Howitzer Acquisition,” Defence Weekly, February 28, 2019;
SIPRI, undated-a.

331 Chyrine Mezher, “China, UAE Forge New Deals; Joint R&D Plan and New Drone Sales,” Breaking Defense,
February 24, 2021; Mona Abu Shanif, “Strategic Maneuvering: The Gulf States Amid US—China Tensions,” Middle
East Institute, January 20, 2022.
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Beyond cooperation in arms transfers and production, UAE—China defense cooperation has
also grown in other areas, including in the UAE’s employment of Chinese private security

532 increasing naval cooperation,>? holding a first joint air exercise,”3*

contractors, and
broadening bilateral defense dialogues.?*> Media reports suggest that U.S. policymakers have
raised concerns about certain aspects of the China—UAE security relationship, including those
related to reports of “construction of a possible military facility” by China near Abu Dhabi and to
potential Chinese access to U.S. artificial intelligence technology via Group 42, a technology
company controlled by the UAE’s ruling family.>*¢ These examples suggest the broad extent of
UAE leaders’ interest in SC with China, as well as the friction this can cause in U.S.—-UAE ties.

Figure 9.1 illustrates arms sales from China to the UAE between 2012 and 2022, and Figure
9.2 illustrates the five countries (or, in the case of “other,” group of countries) supplying the

most arms to the UAE in the same period.

332 Cortney Weinbaum, John V. Parachini, Melissa Shostak, Chandler Sachs, Tristan Finazzo, and Kate Giglio,
China’s Weapons Exports and Private Security Contractors, RAND Corporation, TL-A2045-1, 2022.

333 China Ministry of National Defense, “The 33rd Naval Escort Taskforce Visits the United Arab Emirates” [“Vf %
SB334L i g BA Vs 1] BT R AH BE A5 5 K [E]], February 4, 2020; Teddy Ng and Liu Zhen, “China Eyes Bigger Role
in Growing Middle East Arms Trade,” South China Morning Post, February 24, 2019.

>34 Agnes Helou, “China, UAE to Hold First-Ever Joint Military Drill, Likely a ‘Message’ to US: Analysts,”
Breaking Defense, August 2, 2023b; China Ministry of National Defense, “China, UAE Air Forces to Conduct First
Joint Training,” July 31, 2023.

333 China Ministry of Foreign Affairs [#}%2#5], “China and the UAE Hold the First Meeting of the Consultation
Mechanism on Counterterrorism and Deradicalization Cooperation” [*H [E][7] F] B B 2417 s e 1 2= e it Ak A AE A
PEALH] B 2], September 18, 2022; “China, UAE Pledge to Advance Military Cooperation,” Xinhua, May 18,
2017; UAE Ministry of Foreign Affairs, “UAE Granted Dialogue Partner Status in Shanghai Cooperation
Organization,” press release, May 6, 2023.

336 DoD’s 2023 annual report to Congress on Chinese military and security developments states that, in support of
its strategy to expand its overseas basing infrastructure, China has “likely also considered” the UAE—though not
other Persian Gulf states—as a potential basing site. See DoD, Military and Security Developments Involving the
People’s Republic of China: Annual Report to Congress, 2023a, p. 155; Sharp, 2023, p. 13; and account of UAE
official Anwar Gargash in Agnes Helou, “F-35 Fighters, 5G Networks, and How the UAE Is Trying to Balance
Relations Between the US and China,” C4ISRNET, January 27, 2022a. See also Julian Borger, “Work on ‘Chinese
Military Base’ in UAE Abandoned After US Intervenes—Report,” The Guardian, November 19, 2021. On
technology transfer concerns related to artificial intelligence, see Mark Mazzetti and Edward Wong, “Inside U.S.
Efforts to Untangle an A.I. Giant’s Ties to China,” Seattle Times, November 27, 2023; and Edward Wong, Mark
Mazzetti, and Paul Mozur, “Lawmakers Push U.S. to Consider Trade Limits with A.I. Giant Tied to China,” New
York Times, January 9, 2024.
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Figure 9.1. Chinese Arms Exports to the United Arab Emirates, 2012-2022

SOURCE: Features data from SIPRI, undated-a (arms export from China to the UAE, 2012—-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on its methodology
webpage (SIPRI, undated-b).
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Figure 9.2. Top Suppliers of Arms to the United Arab Emirates, 2012-2022

SOURCE: Features data from SIPRI, undated-a (arms exports to the UAE, 2012-2022).

NOTE: Data are constructed by SIPRI, which aims to capture a comparable value for military equipment. It aims to do
this regardless of the countries involved, the price paid (which is not always known), or the date of the transfer, in a
way that normalizes inflation and currency translation. More information is available on this value on its methodology
webpage (SIPRI, undated-b).

Characteristics of China as a Defense Supplier

China has a large, broad-based, less technologically advanced than the United States DIB.
China’s DIB has grown substantially. Between 2008 and 2012, China entered the ranks of the
five country exporters of the most major conventional weapons in the world for the first time
since the Cold War ended, and it has remained there since.>3” Comparing China’s overall sales
from the 2018-2022 reporting period, to its arms sales 2013-2016, there is a 23-percent decline
in exports, but despite this, Chinese arms exports (5 percent of the global total) surpassed those

337 paul Holtom, Mark Bromley, Pieter D. Wezeman, and Siemon T. Wezeman, “International Arms Transfers,” in
Stockholm International Peace Research Institute, SIPRI Yearbook 2013: Armaments, Disarmament and
International Security, 2013.
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of Germany (4 percent) but not those of France (11 percent), Russia (16 percent), or the United
States (40 percent).”*8 This growth has allowed China to expand the role it plays as a global
defense supplier and, thus, SC partner with targeted partners, such as the UAE.>*

Consistent with China’s broader ambitions for advanced industrial self-sufficiency
represented in its Made in China 2025 plan, China’s DIB delivers the full spectrum of defense
capabilities. Exports of defense goods also span this group, with aircraft, ships, armored vehicles,
and missiles among the most—commonly exported categories, followed by air-defense systems,
sensors, and artillery.>*® In addition, China uses joint ventures with SC partners and acquires
technologies from abroad to form business partnerships that “help China’s large SOEs [state-
owned enterprises] assimilate new processes and technologies.” *!' At the center of the Chinese
DIB powering growth in these categories lie eight major defense SOEs.>*?

RAND analyses have indicated that China’s DIB continues to face gaps in indigenous R&D,
manufacturing that relies on access to international markets for high-end chips, workforce
generation, and defense acquisition.>*? As a result, foreign purchasers of Chinese defense goods
that are amenable to favorable technology transfer terms or codevelopment arrangements might
be particularly attractive partners.’** Similarly, given that China continues to purchase a

338 Jts growing capacity to export arms notwithstanding, China still relies on international markets to a substantial
extent to obtain the military capabilities it seeks: As of 2022, China remained among the five countries importing the
most arms as well (Siemon T. Wezeman and Pieter D. Wezeman, “International Arms Transfers,” in Stockholm
International Peace Research Institute, SIPRI Yearbook 2023: Armaments, Disarmament and International Security,
2023).

339 In 2022, RAND researchers identified 48 countries that received Chinese weapons, private security contractors,
or both (as with the UAE) between 2018 and 2021 (Cortney Weinbaum, Caolionn O’Connell, Steven W. Popper, M.
Scott Bond, Hannah Jane Byrne, Christian Curriden, Gregory Weider Fauerbach, Sale Lilly, Jared Mondschein, and
Jon Schmid, Assessing Systemic Strengths and Vulnerabilities of China’s Defense Industrial Base: With a
Repeatable Methodology for Other Countries, RAND Corporation, RR-A930-1, 2022).

340 Weinbaum, O’Connell, et al., 2022, p. 14.

>4 Mark Ashby, Caolionn O’Connell, Edward Geist, Jair Aguirre, Christian Curriden, and Jonathan Fujiwara,

Defense Acquisition in Russia and China, RAND Corporation, RR-A113-1, 2021, p. 31.

342 Weinbaum, O’Connell, et al., 2022, p. iv. Eight major SOEs dominate the Chinese DIB:
Aviation Industry Corporation of China (AVIC), primarily responsible for aircraft; the China
Aecrospace Science and Technology Corporation (CASC) and the China Aerospace Science and
Industry Corporation Limited (CASIC), responsible for acrospace and missile products; China
South Industries Group Corporation (CSGC) and NORINCO, which produce small arms and
armored vehicles; China State Shipbuilding Corporation (CSSC), responsible for military ships;
China National Nuclear Corporation (CNNC), responsible for the nation’s nuclear industry; and
the China Electronics Technology Group Corporation (CETC), which produces electronics.
(Weinbaum, O’Connell, et al., 2022, p. 6)

The seven largest are NORINCO, AVIC, CSSC, CASC, CASIC, CSGC, and CETC.
43 Ashby et al., 2021; Weinbaum, O’Connell, et al., 2022.

344 1n 2018, DoD stated, “China’s arms sales are conducted via state-run organizations that primarily seek to
generate profits and offset defense-related research and development costs” (DoD, Assessment on U.S. Defense
Implications of China’s Expanding Global Access, December 2018, p. 4).
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substantial portion of its defense goods from international markets, it can use offsets to further its
objectives related to indigenization. Although any formal Chinese policy on defense offsets
remains “uncodified,” Janes has assessed that this “has enabled China to utilise flexible and
wide-ranging methods in acquiring technologies and technical know-how” from both its primary
military suppliers and technologically advanced Western commercial entities.>*®

Phase 1 Factors: The United Arab Emirates’ Motivations for Acquiring
Capability

As one of the most-capable air forces in the region, the UAE Air Force and Air Defense
(AFAD) serves as the centerpiece of the UAE Armed Forces, with missions to defend UAE
airspace and its EEZ, which includes offshore oil facilities.’*® Janes has assessed that AFAD is
highly capable in air-to-air warfare, ground-based air defenses, and offensive air support.>*” Key
to maintaining these capabilities is the sustainment of AFAD’s robust pilot training program
across synthetic training systems and initial, intermediate, and advanced flight training levels.>*?
For decades, UAE’s fixed-wing trainer capability has relied on platforms from several Western
suppliers.>* As part of its training program, AFAD has employed its MB-339 fleet to form an
aerobatic squadron, Fursan Al Emarat, since 2010.5°

As existing systems have aged, the UAE has faced decisions about whether or how to acquire
new or updated trainer and light attack capabilities. In the rest of this section, we discuss which
phase 1 factors play into key motivations that we determined underlie the UAE’s trainer
acquisition capability: capability gaps, regional power shifts, and a pursuit of strategic autonomy.

Addressing an Anticipated Capability Gap as Operational and Readiness Needs Persist

The potential retirement of the UAE’s Hawk Mk. 102 trainer fleet likely motivates the
primary rationale for acquiring additional trainer aircraft to prevent a shortfall in AFAD pilot

345 Janes “China Market Report,” Janes Sentinel Security Assessment: China and Northeast Asia, 2023.
346 «“United Arab Emirates: Air Force,” World Air Forces, 2023.
347 “United Arab Emirates,” Country Intelligence Reports, 2023.

348 David Donald, “Show Flying Display Gives Clue to UAE Basic Trainer Selection,” Aviation International News,
November 16, 2009.

349 Short of using its Falcon F-16 and Mirage 2000-9 fleet for training pilots in multirole fighter jets, AFAD has
relied on its advanced trainer fleet, which consists of the UK-based BAE Systems Hawk Mk. 102 (12 in service of
18 delivered in 1993), the Italian Aermacchi MB-339NAT (12 in service of 12 delivered from upgrade from 2010),
and the Swiss Pilatus PC-21 (25 in service of 25 delivered in 2011). Each of these platforms also offers light attack
capabilities. See “United Arab Emirates: Air Force,” 2023; and “UAE Aerobatics Team Nears Readiness with New
Aircraft Deliveries,” 2010.

330 “UAE Aerobatics Team Nears Readiness with New Aircraft Deliveries,” Times Aerospace, November 17, 2010;

“United Arab Emirates: Air Force,” 2023.
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training capacity.’>! Such shortfalls could undercut the UAE’s ability to produce pilots capable
of conducting operations in Yemen and elsewhere in the Middle East and North Africa. Since

UAE operations in Yemen began in 2015, AFAD has sporadically faced pilot shortfalls. Losses
in airframe capacity would likely further exacerbate difficulties that AFAD faces in developing

and implementing plans for pilot training and affect the overall readiness of the force.>?

Filling
this anticipated capability gap with a modernized capability (factor 4.B, addressing gaps and
modernization requirements) thus likely serves as a primary motivation, given how additional
pilot training capacity would directly support the UAE’s capability to respond to proximate
threats (factor 1.B, proximity to armed aggression) and assert its interests in territorial disputes
(factor 2.D, the role of territorial disputes, frozen conflicts, and contested areas) in Yemen, from
which threats to its territorial defense (factor 4.A, increasing territorial defense and domain
awareness) extend.>>

Avoiding pilot training capacity gaps would also support UAE’s ambitions to grow the
regional leadership roles it plays, suggesting a variety of secondary factors that motivate the
acquisition. Maintaining the leading operational roles that it, alongside Saudi Arabia, has played
in the Yemen coalition (factor 4.C, interoperability and ability to contribute to a coalition) and
retaining the capability to project power (factor 4.D, extend power projection) in North Africa or
elsewhere both further enhance the status and prestige the UAE might perceive that it derives
(factor 5.D, status, prestige, and national pride) from AFAD competency in those operations.

Responding to Medium-Term Regional Threats and Capability Changes

The UAE’s motivations to sustain its pilot training and light attack aircraft capacity are also
embedded in longer-term, regional developments related to changes in capabilities that affect the
regional balance of power. Chief among these is the growing effectiveness of air defenses in
Iran, the UAE’s chief regional rival. According to a public assessment by the U.S. Defense
Intelligence Agency in 2019, Iran’s operation of a long-range, surface-to-air SA-20c air-defense
system acquired from Russia in 2017 has “provided Iran with its first capability to defend against
a modern air force,” such as that of the UAE.>>*

331 Janes has reported that six of the 18 Hawk airframes are out of service, which suggests difficulties in maintaining
them (“United Arab Emirates: Air Force,” 2023).

332 «“United Arab Emirates: Air Force,” 2023.
333 For example,

The UAE has faced increasing threats from ballistic and cruise missile attacks, with not only Iran’s
missile arsenal but also Ansar Allah rebels (utilising Iranian technologies). Attacks have involved
ballistic missiles, cruise missiles as well as “suicide” unmanned aerial vehicles (UAVs) targeting
strategic positions in Yemen occupied by UAE forces, and UAE critical national infrastructure
from 2018 to 2022. (“United Arab Emirates,” 2023)

334 Furthermore, Iranian five-year plans continue to prioritize upgrades to Iran’s integrated air-defense system (U.S.
Defense Intelligence Agency, Iran Military Power 2019, 2019, pp. 33, 40).
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The expansion of Iran’s air defenses have thus served to partially neutralize the coercive

threats that the UAE’s and its Gulf allies’ existing air attack capabilities can pose in response.>

The UAE has thus placed a high priority on obtaining access to advanced-generation fighters.
Given this, the maintenance and expansion of UAE air capabilities built on the foundation of
sufficient training capacity is also motivated by security dilemma dynamics (factor 2.B, arms
races and security dilemmas), in which armament decisions by a potential aggressor (e.g., Iran)
trigger in-kind responses from others where they perceive gaps (factor 4.B, addressing gaps and
modernization requirements) or vulnerabilities (factor 1.C, addressing vulnerabilities) in their
own territorial defenses (factor 4.A, increasing territorial defense and domain awareness).

At the same time, shifts in the region’s political alignments have also served to change
perceptions of security motivations not only among potential adversaries but also within the Gulf
Cooperation Council (GCC) bloc. From the UAE’s independent move toward normalization with
Israel in the Abraham Accords,>>” to tensions the Israel-Hamas war has stoked between the
United States and the GCC more generally, the traditional U.S. role of security guarantor to a
unified GCC has changed, if not eroded. Janes has assessed that, in recent years, “divergent
geopolitical views of GCC member states have made it an imperfect mechanism for acting as the
basis for a military alliance.”>® If political consensus among Gulf partners is now less likely to
arise—and therefore collective security arrangements and regional integration that might have
motivated acquisitions of shared capabilities as a hedge against medium-term threats also less
likely—then more-competitive dynamics to keep up with peer capabilities (factor 4.C,
interoperability and ability to contribute to a coalition) are likelier to replace them. Whereas
partner capabilities might have once provided a hedge against longer-term, strategic regional
threats, maintaining strategic autonomy vis-a-vis regional partners (factor 3.D, a desire to
maintain strategic autonomy, a factor discussed next in the global geopolitical context) would
also now serve as a motivation to maintain, if not expand, capabilities at the heart of the UAE’s
defense posture.

Assert Autonomy to Manage Relationships with Partners in Strategic Competition

Strategic competition has also shifted the geopolitical, strategic context in which UAE
acquisitions are made. As China’s military power has grown in the Indo-Pacific, UAE leaders
and others in the region have increasingly expressed concerns that the United States is

333 Christopher Michele and Joshua Goodman, “Three Broken Teacups: The Crisis of U.S.—~UAE Relations,” Wild
Blue Yonder, June 27, 2022.

336 These include the 80 “4.5-generation” Rafale F4 airframes ordered from France in 2021 enabled to carry
precision-guided bombs. They also include fifth-generation fighters, such as the F-35 (Tim Martin and Agnes Helou,
“In First, Emirati Guided Weapons to Be Equipped on UAE’s French Rafale F4 Fighter Fleet,” Breaking Defense,
November 14, 2023).

337 U.S. Bureau of Near Eastern Affairs, U.S. Department of State, 2020.
338 «“United Arab Emirates,” 2023.
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withdrawing attention and resources from the Middle East and raised doubts about U.S.
commitment to regional security.>® Although U.S.—~UAE cooperation continues in important
areas, such as basing for U.S. troops, UAE foreign policy has diverged in significant ways from
that of the United States, as with the UAE’s resistance to side against Russia in response to its
2022 invasion of Ukraine.**® Concurrently, the expansion of China’s DIB has begun to offer a
viable alternative to U.S.-associated defense suppliers for states (such as the UAE) where SC
competition has intensified between the United States and China.>®!

The net result of these developments is that UAE decisionmakers might feel less reliant on
the United States as a sole guarantor of security than they might have previously because China
could be an alternative SC partner in some areas. UAE motivations might thus have less to do
with divesting from its U.S. relationship than with a desire for strategic autonomy (factor 3.D, a
desire to maintain strategic autonomy) in choosing when and where to deepen its partnerships
through acquisition (factor 3.C, a desire to strengthen ties with an ally or partner through
capability acquisition) or through partnering in new coalitions (factor 4.C, interoperability and
ability to contribute to a coalition) with the United States, China, or others as power balances in
this geopolitical transition change (factor 3.B, geopolitical transition and regional integration).
Indeed, UAE policymakers point to the current composition of the UAE’s military kit as
evidence that it has long pursued defense imports from diverse sources, including its pilot trainer
aircraft.’? Still, in the changing global geopolitical context, in which new options have become
viable, assertions of such autonomy might begin to take shape in unfamiliar ways.

As intensifying strategic competition increases the number of instances in which the UAE
might perceive that it is being asked to choose sides, acquisitions that reduce reliance on
international arms markets might be particularly appealing to UAE leaders. Benefits to the UAE
domestic defense industry (factor 5.C, domestic industrial interests and benefits to domestic
economies) might thus also motivate acquisitions that lead to codevelopment projects or other
transfers of technology and know-how. Additional factors related to strategic autonomy are
motivations to assert the UAE’s national status as an independent, powerful actor in the region
(factor 5.D, status, prestige, and national pride) in line with broader shifts in domestic and
regional public opinion (factor 5.A, public opinion).

Table 9.1 summarizes the phase 1 factors involved in the UAE’s decision to purchase light
aircraft from China.

339 This sentiment is also reflected among people in the UAE, where public opinion polls since 2020 have shown
increasing portions of respondents agreeing that maintaining relations with China ought to be a higher priority than
doing so with the United States (Catherine Cleveland, “New UAE Poll Shows Nuance on Domestic Issues; Growing
Public Uncertainty over U.S. Relations; Split Views of Iran and Israel,” Fikra Forum, Washington Institute for Near
East Policy, December 20, 2022).

360 Sharp, 2023.
361 Mazarr et al., 2022.
362 Helou, 2022b.
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Table 9.1. Phase 1 Considerations for the United Arab Emirates’ Purchase of Light Aircraft from

China
2. Regional 3. Strategic 5. Domestic
Power Balance Competition, Politics and
Consideration 1. Threat and Escalation  Alignment, and 4. Operational Economic
Category Perception Dynamics Nonalignment Considerations Considerations
A. Insecurity Coercive signals  Fear that Desire to divest Increasing Public opinion
capability from a rival or territorial
acquisition leads  pariah state defense and
to provocation domain
awareness
B. Environment  Proximity to Arms race, Geopolitical Addressing Domestic
armed counterarming, or transition and gaps and economic
aggression security dilemma regional modernization enablers and
integration requirements constraints
C. Commitments Perception of Keeping pace Desire to Interoperability Domestic
own with regional strengthen ties  and the ability to industrial
vulnerabilities peers with an ally or integrate with a interests and

D. Ambitions Collective security
guarantees and
regional security

architecture

Role of territorial
disputes, frozen
conflicts, and
contested areas

partner through
capability
acquisition

Desire to
maintain
strategic
autonomy

coalition

Extend power
protection

industrial base
development

Status, prestige,
and national
pride

Phase 2 Factors Contributing to the United Arab Emirates’ Aircraft

Purchase from China

The L-15 (JL-10) is an advanced jet trainer and light attack aircraft manufactured by

Hongdu, a subsidiary of AVIC. It appears to have first entered service in China’s People’s

Liberation Army Air Force in 2016, and several of the aircraft were delivered to Zambia in the
2016-2017 period, and entered service in China’s People’s Liberation Army Navy in 2018.563
The UAE became the third country to acquire the L-15, announcing in November 2023 that it
had closed a $440 million contract for the purchase of 12 aircraft and technical support, with
options for an additional 36 aircraft remaining.’%* However, there is evidence the UAE might
have considered the possibility of replacing its MB-339NAT aircraft with aircraft from one of
two alternative vendors: Leonardo in Italy and KAI in the ROK. This section considers the
factors that contributed to the decision to acquire the L-15 from AVIC instead of the alternatives.

%63 David Donald, “China’s L-15 Jet Displayed by Zambia in South Africa,” Aviation International News,
September 16, 2016; Greg Waldron, “Beijing Boosts Naval Pilot Training with L-15 Acquisition,” FlightGlobal,
August 15, 2018; Mike Yeo, “China’s Air Force Apparently Receives First L-15 Jet Trainer,” Aviation International
News, September 1, 2016.

364 Tony Osborne, “L-15 Jet Trainers Will Equip Emirati Aerobatic Team, UAE Official Confirms,” Aviation Week,
November 15, 2023c.
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Before considering these factors, we review the available evidence surrounding the UAE’s
decisionmaking related to this acquisition.

Timeline of Decisions Against Italian and Korean Alternatives to Acquisition from China

In the late 2000s, the UAE began seeking an advanced or lead-in trainer and light attack
capability to replace its MB-339 fleet.>®> To prolong the life of its existing training fleet, the
UAE decided in 2010 to upgrade its MB-339s to the MB-339NAT aerobatic configuration and,
in 2017, contracted with BAE to service its Hawk Mk. 102 fleet through 2020.3%¢

In 2019, Leonardo reinvigorated efforts to market the Aermacchi M-346 to air forces in the
Gulf as a training platform.’%” We found no evidence to affirm that the M-346 or similar M-345
was formally under UAE consideration, but the M-346 debut at the 2017 Dubai Air Show makes
it possible that AFAD considered these options as the UAE sought a replacement for its Hawks.
Any acquisition from Leonardo became impossible in January 2021, however, when the Italian
government imposed an arms embargo against the UAE over its policy in Yemen.*

The UAE’s consideration of a Chinese acquisition had begun by October 2021, when two L-
15As arrived in the UAE in advance of the Dubai Air Show for evaluation by AFAD “as a
potential replacement for the Aermacchi MB339s that fly with the Al Fursan aerobatic team.
Months later, on February 23, 2022, the UAE Ministry of Defence announced that it had signed
an LOI for the acquisition.’’® Notably, it was during the same period (from October 2021 to

2569

365 Kim Minseok and Chen Chuanren, “South Korea Offering 60 KAI T-50s to UAE, Report Says,” Aviation Week,
January 20, 2022.

366 BAE Systems, “BAE Systems to Support the Hawk Fleet in the UAE to 2020,” press release, November 15,
2017; Vasundhara, “UAE Air Force Orders Upgraded Alenia MB-339 Aircraft,” Airforce Technology, July 29,
2010.

567 “Analysis: Leonardo M-345 as Next Jet for UAE’s Al Fursan Aerobatic Team,” Blog Before Flight, April 13,
2021; Agnes Helou, “Leonardo Sees Market Opportunity for M-346 Attack Variant in Middle East,” Defense News,
November 6, 2019.

367 Helou, 2019.

368 The UAE subsequently responded in June 2021 by evicting Italy’s contingent of approximately 120 Italian air
force personnel from Al Minhad Air Base, from which Italy had supported coalition operations in Iraq and
Afghanistan since at least 2015 (“Italy Lifts Embargo on Arms Sales to UAE: Govt Statement,” Reuters, April 17,
2023; “Italy Permanently Halts Arms Sales to Saudi Arabia, UAE,” Al Jazeera, January 29, 2021; Tom Kington,
“Italian Forces Kicked Out of Middle East Base over UAE Arms Embargo, Lawmaker Says,” Defense News, June
25,2021).

369 AFAD commander Major General Ibrahim Nasser Mohamed al-Alawi reportedly visited the L-15 static display
during the show in November (Alan Warnes, “L-15A Falcons Return to DAS with Upgraded Training Systems,”
Key.Aero, November 17, 2021).

370 Helou, 2022b.
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February 2022) that the UAE had both finalized a purchase begun in 2020 of 80 French Rafale
fighters and announced that it had suspended F-35 negotiations with the United States.>”!

During this period, KAI had also entered the bidding with a seemingly hurried competing
proposal to supply the UAE an advanced trainer and light attack capability. On the tail of
negotiations to conclude a major UAE-ROK agreement for a $3.5 billion sale of Korea’s
Cheongung II missile interceptor system, press reports indicated in January 2022 that KAI had
made an offer to sell the UAE 60 T-50 aircraft and pilot training for $4.5 billion—weeks before
the UAE signed the L-15 LO1.5"2 UAE representatives reportedly “expressed interest” in the T-
50 in the following months, but the UAE has not visibly pursued the T-50 further.>”?

A year after the UAE Ministry of Defence announced that it had signed an LOI for the L-15s,
on February 21, 2023, AVIC announced that it had finalized terms of the acquisition with the
UAE.*" In November 2023, the UAE Ministry of Defence announced that it had closed the
contract with the China National Aero-Technology Import and Export Corporation (CATIC) for
12 L-15 aircraft for $440 million, confirming that the L-15 would replace the MB-339 aircraft
used by the Fursan Al Emarat aerobatic team.>’> Days later, Khalifa University in Abu Dhabi and
CATIC signed an MOU to establish a joint aviation research laboratory envisioned in a 2022
statement from AVIC.37¢ Although the L-15 deal and laboratory MOU were not explicitly linked,
their timing and the similarity of reporting sources strongly suggest that they were.

Cost

From the $440 million contract for 12 aircraft, we estimate a $37 million per-aircraft cost for
the L-15. From the $4.5 billion KAI offer of 60 aircraft, of which $3 billion was for airframes,
we estimate a $50 million per-aircraft cost for the T-50.377 Last, from the $338 million for 13

371 John Irish, “Cementing Ties with France, UAE Places $19 Bln Order for Warplanes, Helicopters,” Reuters,
December 3, 2021.

372 Brian Kim, “South Korea Inks Largest Arms Export Deal with UAE For Missile Interceptor,” Defense News,
January 18, 2022a.

373 The UAE has, however, pursued other major investments in Korea’s defense industry, including in its next- (or
“4.75-") generation fighter development program (Paul Iddon, UAE Reportedly Seeking Role in South Korea’s KF-
21 Fighter Jet Program,” Forbes, September 15, 2023; Kang Yoon-seung, “S. Korea, UAE Discuss Defense Industry
Cooperation,” Yonhap News Agency, March 18, 2022).

374 Liu, 2023a; Osborne, 2023a.

375 Tony Osborne, “UAE Finalizes L-15 Jet Trainer Deal with China’s CATIC,” Aviation Week, November 13,
2023b; Osborne, 2023c.

376 An AVIC statement, released in February 2022 within days of the conclusion of the L-15 deal, envisioned a joint
laboratory to pursue “basic, utility and frontier technologies, carry out aviation research and development as well as
talent cultivation, and build a technology cradle overseas” (Khalifa University, “Khalifa University and China’s
Aviation Products and Technology Company Sign MoU to Establish CATIC-KU Joint Lab,” press release,
November 17, 2023; Liu, 2023b).

377 Kim, 2022a.
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aircraft Leonardo sold to the Italian Air Force in 2019, we estimate a $37 million cost per M-
345578

The L-15 and M-345 offer the lowest per-airframe cost. The higher cost of the T-50,
however, correlates with its greater functionality, meaning that the function-per-cost ratio of the
L-15 and T-50 might be considered roughly equal.

Function

The L-15 and T-50 offer similar levels of functionality that exceed that of the M-345 in terms
of key parameters, such as top speed, takeoff weight, and armament. However, the T-50 offers a
more diverse variety of armament options than the L-15 and a training environment for pilots
that more closely resembles other Western platforms in the UAE fleet.>”®

Availability

In 2021, the L-15 appeared to be poised for or already in production. There is no evidence
that, at the time, AVIC had other purchasers waiting to acquire the capability to compete with the
UAE. In contrast, the T-50, M-345, and M-346 all appeared to be in production, but with
deliveries to Poland, Italy, and Greece scheduled through 2023 or beyond. As a result, short of
other interventions to speed KAI and Leonardo delivery timelines, considerations for availability
would have weighed in favor of the L-15.

Offsets and Incentives

Because discussions of offsets purchasers might arrange with their governments to offer to a
buyer are typically opaque, it is difficult to directly compare the value of the incentives that
might have been on the table as part of any potential sale. Still, we can use a few empirical points
draw rough inferences. Given that UAE policy is that foreign companies incur offset obligations
for supply contracts more than $10 million, it is nearly certain that offsets would be a necessary
part of negotiations for trainer aircraft transactions.**° Informed by points of evidence we discuss
next, we conclude that the Chinese and Korean offers might have included offsets of comparable
value to one another and that these offers would have exceeded those of any Italian offer that
might have materialized, had Italy lifted its arms embargo to facilitate a sale.

We reach this conclusion, first, on the basis of Transparency International’s Defence
Companies Index on Anti-Corruption and Corporate Transparency, which gives overall scores

378 For its part, the cost of an M-346 airframe, according to a 2017 estimate by a defense industry analyst, is
comparable with the T-50; see Tom Kington, Trainer Price Wars: Raytheon Wanted Millions Less Per Plane Than
Leonardo,” Defense News, January 26, 2017; and Tom Kington, “Italy Buys 13 Jet Trainers, Inks Naval Industry
Deal,” Defense News, June 13, 2019.

379 Lockheed Martin, “TF-50: The Future of Fighter Training,” webpage, undated.

380 U.S. International Trade Administration, U.S. Department of Commerce, “United Arab Emirates: Defense,”
United Arab Emirates Country Commercial Guide, August 7,2019.
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of A (very high commitment) to Leonardo, D (limited commitment) to KAI, and F (very low
commitment) to AVIC on the basis of broad assessments of the “levels of public commitment to
anti-corruption and transparency in the corporate policies and procedures of 134 of the world’s
largest defence companies.” It specifically scores the offset policies of these three companies as
6, 0, and 0 on an eight-point scale.’®' Second, because the UAE-Korea deal on the Cheongung 11
missile included broad commitments to defense industrial cooperation, and because the UAE-
China deal appears to have resulted in the establishment of a laboratory specifically aimed at
codevelopment efforts, it is highly likely that offsets had been part of both sets of UAE
negotiations with Korean and Chinese counterparts at the time the UAE considered competing
bids.>%2

Strategic Considerations

Strategic considerations are those that relate to how a given acquisition decision will or will
not help achieve broader national security or foreign policy goals. In the phase 1 section, we
identified three chief motives behind the UAE’s decisionmaking in this case: addressing an
anticipated capability gap related to ongoing operations, responding to medium-term regional
threats, and asserting autonomy. Here, we evaluate how strategic considerations derived from
these motives might have informed the relative weight given to the previous four or other factors
in the UAE’s calculus. We conclude that the L-15 satisfies each of the three sets of motives
unambiguously compared to the alternatives.

To begin, taking the function, cost, and availability factors together, the function-per-dollar
value of both the L-15 and T-50 exceed that of the Leonardo systems. Considering that (1) Italy
had embargoed the export of any arms systems to the UAE in 2021, (2) offsets were likely
unavailable, and (3) there is little to no evidence that UAE leaders actively considered Leonardo
airframes in the years leading to this, it therefore would have taken extremely important outside
political or strategic considerations—of which we found no evidence—to have weighed in favor
of the Leonardo over the L-15 and T-50. We therefore must further examine only the decision
between the L-15 and T-50.

With respect to the first set of motives related to training capacity, AVIC’s ability to deliver
the airframes along the shortest timeline meant that, by comparison with the other platforms, the
L-15 option would address the UAE training capability gap most expeditiously and with the least
risk. Function and cost trade-offs might have been secondary considerations, but, given that we
estimate that the function-to-cost ratio of the next most-capable option, the T-50, was roughly

>81 Transparency International, Defence Companies Index on Anti-Corruption and Corporate Transparency, circa
2020.

382 Kim, 2022a.
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equivalent to that of the L-15, we conclude that this would not have been key to the UAE
decision.*®?

Second, with respect to motivations related to regional threat dynamics, AFAD might
perceive its ability to offset gains to Iran’s strengthened air-defense posture as related most
directly to its medium-term access to fifth-generation or similar fighters, such as the F-35,
Korean KF-21, or Chinese J-20. Given stalled negotiations with the United States and given a
growing defense industrial relationship with the ROK, the Chinese option added the greatest
marginal benefit to the goal of leaving open the J-20 option with minimal risk of closing off the
others. By acquiring the L-15, AFAD gained a novel functionality to train pilots on a Chinese-
made, fixed-wing aircraft, and the UAE created a novel opportunity to negotiate with China on
defense industrial cooperation as an offset incentive—similar negotiations that it would conclude
with the ROK in January 2022. Moreover, the marginally higher functionality the T-50 could
have offered over the L-15 as a light attack aircraft would have done relatively little to help the
UAE offset Iran’s air-defense improvements. Finally, the cost structure of the L-15 deal for a
purchase of 12 with an option of up to 36—as opposed to the Korean offer of 60 aircraft in a
single transaction—is consistent with the intermediate goal of leaving options open.

Table 9.2 summarizes our assessment of the phase 2 considerations in the UAE’s decision to
purchase L-15 aircraft from China.

383 Moreover, the KAI offer of 60 airframes, if it were not an option-based agreement, would have imposed a higher
life-cycle sustainment cost that might have exceeded AFAD resources.
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Table 9.2. Phase 2 Considerations of the United Arab Emirates’ Purchase of L-15 Aircraft from
China

Measure Assessment

Cost e The contract is worth $440 million.
e The per-aircraft cost of the L-15 is comparable to the estimated cost of the M-345 or M-
346 in recent sales and lower than the estimated cost of the T-50.

Function e This would replace the aging Hawk Mk. 102 and substitute the MB-339 used for Fursan
aerobatics team.
e It would also provide pilot training capacity.
e L-15 characteristics are comparable to alternative T-50 and M-345 and M-346 options.
e It does lack synergies with other Western training and fighter platforms.

Availability e This was a key decision factor.
e There were no or few competing orders from other countries for receiving L-15 delivery.
e Manufacturers of alternative systems appear to have had other orders to fulfill.

Offsets and ¢ It provided the UAE a novel codevelopment opportunity, likely connected with opening of
incentives a joint laboratory with AVIC at Khalifa University.
e UAE policy requires offsets for transactions $10 million and over.
e The UAE-ROK Cheongung Il deal that concluded in January 2022 already provided for
bilateral defense industry cooperation.

Strategic e The L-15 best met UAE operational, regional, and strategic motives.
considerations e Strategic considerations likely include diversification of a fixed-wing training fleet and
diplomatic signaling.

Third and last, pursuing the L-15 also best supports the UAE’s third set of likely motives:
asserting strategic autonomy. The same logic of pursuing a trainer platform that would support
leaving open a greater number of fifth-generation fighter options also applies here. By generating
more-viable alternative options and expanding opportunities for domestic defense industrial
development, pursuing the L-15 acquisition best supported motivations related to asserting
autonomy.

Beyond these pragmatic concerns, the fact that the L-15 fighters were slated to replace the
MB-339 aircraft used on the UAE’s aerobatics team is also striking. Given intensive training in
Italy and elsewhere, the Fursan Al Emarat squadron relatively quickly gained notoriety on the
international air-show circuit following its establishment in 2010. That the team will now flare
the UAE’s red, green, and white national colors out of Chinese-made, rather than Western-made,
aircraft underscores the point that UAE leaders increasingly value their status as a nonaligned
power in a competitive geopolitical context.

Policy Implications

This case illustrates an instance in which a partner with a long-term policy of maintaining a
diverse variety of defense suppliers comes into conflict with intensifying U.S. geopolitical
interests in limiting the reach of a global competitor’s DIB and in regional conflicts. There are
several lessons to be taken from this that can inform the DSCA alternative business strategy.
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First, as the reaction of international media to the L-15 deal suggests, decisions by U.S.
partners to pursue Chinese defense systems can appear to signal disagreements over other policy
issues (such as U.S. concerns about Huawei 5G networks in the context of the UAE’s pursuit of
the F-35) are causing broader rifts in the United States’ strategic relationships. As this study
shows, however, the diplomatic signals sent might be largely unrelated to the underlying
motivations for such acquisitions. Given this, DSCA should consider supporting partners
pursuing non-U.S. solutions when the consequences of unfavorable diplomatic signals sent from
a geopolitical competitor supplying the capability would be particularly harmful to U.S. interests.
Yet, this case also suggests that strategies for supporting alternative purchases must take into
account the extent to which a partner is motivated by a pursuit of strategic autonomy or
prestige.>8

Second, the UAE’s acquisition of a platform to support the pilot training system at the
foundations of its key national defense capability draws attention to the potential for follow-on
effects of non-U.S. acquisitions in the future. The nearly concurrent UAE decisions to forgo
continued negotiations for the F-35 and to purchase a first fixed-wing training capability from a
competitor developing an analogous fifth-generation fighter jet in the J-20 signals at least the
possibility of a UAE interest in pursuing the latter system in the future. In setting priorities for an
alternative business strategy, DSCA should take into account the longer-term, second- and third-
order consequences of partners’ non-U.S. acquisitions that might affect partners’ selection of
other capabilities in the future. The strategy should also account for whether U.S. competitors or
other non-U.S. suppliers have the DIB infrastructure to supply those future capabilities.

Third, this case illustrates the difficulties in understanding how partners assess their
capability needs and the timelines and urgency with which they might wish to fill them.
Regardless of how important sending diplomatic signals through the L-15 acquisition might or
might not have been for UAE leaders, at the time the acquisition was made, there were few, if
any, alternatives immediately available. However, because it likely would have been in the U.S.
interest to encourage UAE acquisition from such an alternative had it existed, DSCA should
consider supporting non-U.S. solutions when substitutes can be made available to meet partner
capability needs. DSCA should also consider how it might go about identifying such situations
and creating the conditions for alternatives to be viable.

84 A Royal United Services Institute (RUSI) paper notes that, although the UAE’s pursuit of advanced armed
drones began with motivations likely most related to prestige and status among regional peers, the use of those
drones in the UAE’s operations in Yemen and elsewhere created a lasting operational rationale to continue to
procure such systems and related weapons and components (Aniseh Bassiri Tabrizi and Justin Bronk, “United Arab
Emirates,” Armed Drones in the Middle East: Proliferation and Norms in the Region, occasional paper, Royal
United Services Institute for Defence and Security Studies, 2018).
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Chapter 10. Case Study 8: India’s Purchase of Close Air-Defense
Systems from the United Kingdom

In a virtual ceremony on January 13, 2021, Thales in the UK and Indian company Bharat
Dynamics Limited (BDL) celebrated a teaming agreement to supply Thales’ STARStreak man-
portable air-defense system (MANPADS).>8 Under this agreement, 60 percent of the system’s
components would be manufactured in India.>®® The signing came after four years of discussions
on technology transfers, which had been initiated by an MOU between Thales in the UK and
BDL in 2017.°%7 Subsequently, the two parties signed an agreement on February 14, 2023, to
manufacture Thales’ 70-mm laser-guided rockets in India.**®

India bought other air-defense systems from the UK around that same time, including
advanced short-range air-to-air missiles (ASRAAMs) in 2014 and METEOR beyond-visual-
range air-to-air missiles (BVRAAMs) in 2017, both produced by MBDA in the UK (the latter as
part of a joint venture with European partners).’®® For this case study, we focused on the more
recent STARStreak deal and examined India’s motivations for seeking to coproduce these
systems (phase 1 factors). We further examined the reasons that might have made the UK an
attractive supplier for India, given the available alternatives (phase 2 factors).

We found that India’s search for MANPADSs has been going on for at least two decades, in
a context of regional rivalries and border tensions with Pakistan and, increasingly, China.
Against that background, India engaged in other purchases—as well as domestic production—of
close air-defense systems around the same time the STARStreak was initiated and finalized.
India thus did not so much choose the UK over other suppliers as it added the UK as a supply
source among several other existing relationships. The UK’s offer to coproduce the STAR Streak
likely played a key role in sealing the deal: It addressed India’s stated ambitions to develop its
defense manufacturing industry and become more self-reliant for arms procurement.

385 «Starstreak,” Land Warfare Platforms: Artillery and Air Defence, updated June 5, 2023; Andrew Chuter, “Thales
UK Secures Indian Partner for Selling Its Starstreak Air-Defense Missile,” Defense News, January 14, 2021.

386 Chuter, 2021.
387 Chuter, 2021.

388 Thales, “Thales and Bharat Dynamics Limited Join Hands for ‘Make in India’ 70mm Laser Guided Rocket
Solution,” press release, February 14, 2023.

>89 SIPRI, undated-a (transfers of major weapons: deals with deliveries or orders made for 2017 to 2022 [suppliers:
all; recipient: India; weapon systems: missiles); “Meteor BVRAAM,” Weapons: Air Launched, November 24, 2023.
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Background: The India—UK Defense Relationship

The UK and India share a long history rooted in the former’s colonization of the latter (then
comprising current India, Pakistan, and Bangladesh), with the direct rule by the UK government
lasting from 1858 to 1947. The two countries have kept strong cultural and economic ties. In
2021, according to the UK government, 1.6 million UK citizens (out of a population of about 67
million) had Indian ancestry, and there were “more Indian companies in the UK than in the rest
of Europe combined.”* Postindependence, India’s defense strategy has largely focused on
managing its rivalry with neighbors Pakistan and China, becoming a nuclear power, and
developing indigenous defense capabilities. Its primary arms supplier has been the Soviet Union,
then Russia. From 2012 to 2022, Russia was India’s primary arms supplier by far, followed by
France, the United States, Israel, and the UK.>! The UK’s sales to India were fairly stable during
that period except for a drastic drop between 2017 and 2020.>%? In 2012-2022, the UK delivered
to India more than 100 Hawk 100 trainer aircraft, ASRAAMs, ultralightweight field howitzer
M777, and METEOR beyond-visual-range air-to-air missiles (BVRAAM).>%?

The UK and India have maintained a solid defense relation. In 2015, they entered a Defence
and International Security Partnership,>* followed in 2019 by an MOU on Defence Technology
and Industrial Capability Cooperation (DTICC).>*> The UK’s “tilt to the Indo-Pacific” and its
acknowledgment of India as a key partner in the region, both described in its March 2021
integrated review, gave a new impetus to UK efforts to increase defense cooperation with
India.>* In May 2021, they agreed on the “2030 Roadmap for India—UK Future Relations,”
hailed by the UK government as the first time that India had granted that status to a European
country.>®” The roadmap states that India and the UK will “embark on a new, ambitious Strategic
Collaborative Partnership on research, innovation, technology and industry to develop

390 UK Prime Minister’s Office and Boris J ohnson, “Prime Minister Welcomes New Era in UK-India
Relationship,” press release, May 4, 2021.

391 SIPRI, undated-a (TIV of arms exports to India, 2012-2022).
392 SIPRI, undated-a (TIV of arms exports to India, 2012-2022).

393 SIPRI, undated-a (transfers of major weapons: deals with deliveries or orders made for 2012 to 2022 [suppliers:
UK recipient: India; weapon systems: all]).
94 India Ministry of External Affairs, “Defence and International Security Partnership,” undated.

395 Rahul Roy-Chaudhury, “British Defence Companies Primed to Take Advantage of Recent Indian Defence
Industrial Reforms,” expert commentary, International Institute for Strategic Studies, April 21, 2021.

396 UK Cabinet Office, Global Britain in a Competitive Age: The Integrated Review of Security, Defence,

Development and Foreign Policy, March 16, 2021, pp. 60, 62. See also Louisa Brooke-Holland, Integrated Review
2021: The Defence Tilt to the Indo-Pacific, House of Commons Library Research Briefing 09217, October 11, 2021;
and Roy-Chaudhury, 2021.

397 UK Prime Minister’s Office and Boris Johnson, 2021.
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transformational defence and security capabilities . . . .”**® A UK-India Defence Industry Joint
Working Group met for the first time in 2022.3°° That same year, the UK granted India an open
general-export license (“the first given to an Indo-Pacific country,” as noted by a UK think tank)
that will cover multiple military and dual-use defense products and technologies, and, in 2023, it
launched Defence Partnership India to further support defense cooperation between the two

countries.%%°

Phase 1 Factors: Indian Motivations for Acquiring Capability

A Context of Regional Tensions

A prime motivation for India to acquire close air-defense systems has been long-standing
concerns about regional power balance and tensions around its borders (factor 2.B, arms races
and security dilemmas). India has been in a state of rivalry with Pakistan ever since the 1947
independence and partition (factor 2.C, keeping pace with regional peers). India and Pakistan
fought wars against each other in 1947, 1965, 1971, and 1999. They also engaged in frequent
skirmishes along their disputed border in Kashmir (the LoC). As a result, they have also been
long involved in an arms race, including to become nuclear powers (factor 2.B, arms races and
security dilemmas).®®! The 2017 victory of the Taliban—a movement that received Pakistan
support—in Afghanistan further increased India’s concerns about maintaining a regional balance
in its favor.%%? In February 2019, during the so-called Pulwama Crisis, India conducted air strikes
behind its border, leading to counterstrikes from Pakistan that highlighted some serious
shortcomings of the Indian Air Force’s air-defense and response capacity.5%?

India also shares a 2,100-mile-long border with China. India and China fought a major war in
1962 and have never formally agreed on the demarcation of their respective territories. Their
common border (the “Line of Actual Control”’) has been the site of several skirmishes, some
fairly serious. In September 2017, the two countries ended a three-month-long military

98 UK Foreign, Commonwealth and Development Office and Prime Minister’s Office, “2030 Roadmap for India—
UK Future Relations,” policy paper, May 4, 2021.

399 British High Commission New Delhi, “UK to Strengthen Defence Collaboration with India at DefExpo 2022,”
October 18, 2022.

600 International Institute for Strategic Studies, “India’s Defence-Industrial Partnership with the UK,” Strategic
Comments, Vol. 29, Comment 36, November 2023e, p. 1.

01 Wezeman and Wezeman, 2023.

602 Mujib Mashal and Hari Kumar, “For India’s Military, a Juggling Act on Two Hostile Fronts,” New York Times,
September 24, 2021.

603 Mansoor Ahmed and Maimuna Ashraf, “India and Pakistan’s Crisis Means a New Arms Race,” National
Interest, April 2, 2019.
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standoff.®** In 2020, the Galwan Valley clash resulted in the death of 20 Indian soldiers and at

least four Chinese soldiers.%>

A Need for More Close Air Defense

MANPADS:S thus represent an important component of India’s air-defense systems on its
borders with Pakistan and China.®%® The fact that they are lightweight and easy to transport
makes them particularly suitable for mountain warfare, which is the required for the type of
terrain found in the Ladakh region, where the India—China border is, and in Kashmir (factors
4.A, increasing territorial defense and domain awareness, and 4.B, addressing gaps and
modernization requirements); they are also quickly deployable in case of an incident."

India has been procuring MANPADSSs from a variety of sources since soon after the India—
Pakistan Kargil War in 1999 and sought to replace its Soviet Igla-M system, which had been
operational since the 1980s (factor 4.B, addressing gaps and modernization requirements).5%%
Major purchases over the years have included 245 Stinger portable surface-to-air missiles
(SAMs) from the United States in 2013 and 390 Igla-S portable SAMs from Russia in 2019.%
According to Janes, another purchase from Russia took place in 2020 “for 24 Igla-S MANPAD
launchers and 216 missiles under an emergency procurement programme amid threats from
China and Pakistan.”®'? That same year, the U.S. Congress approved a foreign military sale to
India that included Stinger missiles possibly modified to fit India’s requirements (the “FIM-92L
variant”) as part of a USD1.86 billion larger contract for an Integrated Air Defense Weapon
System (IADWS).®!! Finally, in 2023, Russian state news agency TASS announced that Russia
would again supply Igla-S systems and allow India to produce them under license, although this
does not appear to have been confirmed by India.®'? It is unclear why India has been maintaining

604 jonah Blank, “What Were China’s Objectives in the Doklam Dispute? Takeaways for Washington,” Foreign
Affairs, September 7, 2017.

605 Mashal and Kumar, 2021.

606 K apil Kajal and Christopher Petrov, “India’s DRDO Tests Indigenous VSHORADS,” Defence Weekly,
September 30, 2022.

607 Hera Rizwan, “Explained: What Is VSHORAD? How Will It Enhance the Indian Army’s Warfare?” Indiatimes,
January 22, 2023.

608 Inder Singh Bisht, “India Approves Domestic Portable Air Defense System Procurement,” Defense Post, January
12,2023.

609 SIPRI, undated-a (transfers of major weapons: deals with deliveries or orders made for 2017 to 2022 [suppliers:
all; recipient: India; weapon systems: missiles]). Also in 2019, India purchased 25 MISTRAL portable SAMs from
France that were delivered in 2022, but they had a different function because they were meant to be used from
combat helicopters for air-to-air defense.

610 Kajal and Petrov, 2022.
611 “Stinger,” Land Warfare Platforms: Artillery and Air Defence, January 22, 2024.

612 «“Russia to Supply, License Production of Igla Anti-Aircraft Missiles to India—TASS,” Reuters, November 14,
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such a variety of suppliers. One reason might be geopolitical balancing, although having an
abundance of Russian weapons in its arsenal did not seem problematic for India until the war in
Ukraine. Another reason might simply be the need for large numbers of these systems and a
willingness to purchase them where they were available.

In addition to its purchases and coproduction efforts, India developed its own domestically
produced very short-range air-defense system (VSHORAD) to equip the Indian Army. India
announced the successful completion of two flight tests in September 2022, and the system was
reportedly completed the following year.5!3

The Central Role of the Self-Reliant India Policy

India’s efforts to supports its defense industry have likely played an important role in its
decision to purchase the STARStreak system from Thales in the UK (factor 5.C, domestic
industrial interests and benefits to domestic economies). The promise of codevelopment on the
STARStreak played a key role in positioning the UK as an advantageous supplier, more willing
to share technologies and information than—for instance—the United States. India’s focus on
developing its domestic DIB and ensuring that arms purchases benefit its economy is not recent.
According to the Congressional Research Service, “Since 2005, India has required that 30% of
any defense deal valued at more than Rs3 billion (about $50 million) must be reinvested in the
Indian economy . . . .”%1* Starting in 2014, the Make in India policy established rules meant to
support India’s manufacturing sector and its exports.%!> In 2016, another policy—Defense
Procurement Procedure 2016—sought to encourage joint ventures between Indian and foreign
defense companies.®'® In 2020, India launched the Atmanirbhar Bharat (Self-Reliant India)
policy focused on encouraging codevelopment that would benefit India’s DIB. The policy’s
various measures have been intended to attract foreign investors to share technologies and
participate in India’s defense sector. In parallel, India has built a list of defense equipment items

that may not be purchased but must be produced domestically.®!”

613 K ajal and Petrov, 2022; Kapil Kajal, Vishal Sengupta, and Anish Markose, “Aero India 2023: DRDO Completes
Development of VSHORADS,” Defence Weekly, February 15, 2023.

614 K Alan Kronstadt, Shayerah I. Akhtar, William A. Kandel, Liana W. Rosen, Sara M. Tharakan, and Jill H.
Wilson, India—U.S. Relations, Congressional Research Service, R46845, version 4, July 19, 2021, p. 11, fn. 61.

615 India Prime Minister’s Office, undated.
616 K ronstadt et al., 2021, p. 11, fn. 61.
617 International Institute for Strategic Studies, 2023e, p. 1.
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A Growing Defense Relation with the UK

Thales in the UK presented the STARStreak agreement as “giving a boost to the excellent
bilateral relations between India and the UK.”®'® This deal was indeed part of a larger effort
engaged by India and the UK to improve bilateral cooperation in several domains, including
defense (factor 3.C, a desire to strengthen ties with an ally or partner through capability
acquisition). It followed the signing of the DTICC MOU and preceded, by a few months, the
adoption by the two countries of their “2030 Roadmap for India—UK Future Relations.”¢!”
STARStreak was thus one illustration of a defense relationship that increasingly included
significant transfers of technology, as evidenced by other developments around that same time,
such as an agreement between the UK’s Defence Science and Technology Laboratory and
India’s Defence Research and Development Organisation, the sharing of advance jet engine
technologies to India, the creation of an Electric Propulsion Capability Partnership between the
UK and Indian navies, and partnerships on various programs, including air combat and marine

engines. %"

Characteristics of the UK as a Defense Supplier

We define the UK as a tier 1b country with a smaller, broad-based, technologically advanced
DIB. From 2018 to 2022, the UK was the seventh-largest exporter of major arms, according to
SIPRI, with 3.2 percent of the global share of exports, after the United States, Russia, France,
China, Germany, and Italy.5?! UK’s defense trade has been declining, however, with a 35-percent
decrease from 2013-2017 levels.%2? From 2018 to 2022, India was the fourth-largest recipient of
UK arms sales, after the United States, Qatar, and Saudi Arabia.5?3

Phase 2: Factors Contributing to India’s Acquisition from the UK

India’s STARStreak agreement with the UK was part of a broader pattern of purchases of
MANPADSSs from multiple sources, in parallel with the development of a domestic capability.
For this reason, this section does not focus on the comparative advantages of the STARStreak
system over its competitors, given that India has proven willing to buy from these competitors as

618 Thales, “Thales and Bharat Dynamics Limited Sign MoU to Explore Transfer of Technology Opportunity for
STARStreak Missile to India,” press release, February 14, 2017.

619 UK Foreign, Commonwealth and Development Office and Prime Minister’s Office, 2021.
620 British High Commission New Delhi, 2022.
621 Wezeman, Gadon and Wezeman, 2023, p. 2.

622 Wezeman, Gadon and Wezeman, 2023, p. 7. SIPRI also notes, “By the end of 2022 existing orders for British
arms indicated its exports were unlikely to increase soon” (Wezeman and Wezeman, 2023, p. 230).

623 SIPRI, undated-a (transfers of major weapons: deals with deliveries or orders made for 2018 to 22 [supplier: UK;
recipients: all; weapon system: all]).
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well. Instead, we examine India’s motivations for entering into an agreement with Thales in the
UK for this specific system.

Costs

India did not buy a specified number of systems from the UK. Instead, it signed an agreement
with Thales in the UK to produce these systems. This deal, therefore, does not appear in SIPRI’s
trade register of major arms systems between the UK and India and would not have a cost per se.
Because the purpose of this deal was to make India a global supplier of STARStreak systems, it
should eventually be revenue-generating for India.

Function

STARStreak has been described as a particularly effective system, with a projectile
consisting of three tungsten darts that increase the operator’s chances of hitting the target, a
speed of Mach 4, and no known countermeasures.®?* By comparison, the Russian Igla-S, which
India purchased on several occasions around the same time it was in discussions with Thales, has
a maximum speed that is half of STARStreak’s, and it is a heat-seeking weapon, meaning that it
can be lured by decoys.®? The fact that India purchased both Igla-S and STARStreak suggests a
willingness to acquire various levels of quality—not solely the most advanced STARStreak.
However, it is possible that a coproduction deal was all the more attractive for a particularly
advanced system, given the transfers of technology involved, which might have been a
motivating factor for India.

Availability

Availability does not seem to have played a key role in India’s decision to choose
STARStreak, given that the deal consisted of coproduction, and, as of January 2024, it was
unclear whether production had started.®?¢ In that sense, the deal with Thales in the UK appears
to be more of a long-term move than the immediate fulfillment of a capability gap. When India
needed MANPADSSs quickly in 2020, it reportedly bought Igla-S systems using emergency
financial powers, and the systems started being delivered in December 2021.5>7 The
coproduction aspect of the STARStreak deal made its completion a slower process than it is with
a regular weapon purchase, especially when accounting for the four years it took between the

624 Alistair MacDonald, “The Shoulder-Fired Missile Making a Comeback,” Wall Street Journal, June 15, 2023;
“What Are MANPADS, the Portable Missiles Bringing Down Russian Aircraft?” The Economist, April 6, 2022.

625 «gM342 Igla-S (SA-24 ‘Grinch’), 9M39 Igla (SA-18 ‘Grouse’), 9M313 Igla-1 (SA-16 ‘Gimlet’), Strelets
System,” Weapons. Air Launched, November 23, 2023.

626 As of June 2023, Janes had not listed India as a user of the STARStreak system (“Starstreak,” 2023).

627 K ajal and Petrov, 2022; Joe Saballa, “Philippines Gets Advanced Air Surveillance Radar from Japan,” Defense
Post, December 21, 2022.
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signing of the 2017 MOU and the finalization of the agreement in 2021 for all parties to come to

a mutually acceptable outcome in terms of technology transfers.?8

Offsets and Incentives

The Thales in the UK-BLD deal on STARStreak allowed India to satisfy its domestic
requirements in terms of coproduction and codevelopment. Siddharth Mishra, chair and
managing director of BDL, expressed satisfaction that “BDL will be able to enhance its
footprints in the export market in addition to domestic market with this new business
opportunity.”®?° Meanwhile, Thales presented the deal as “play[ing] a strategic role . . . in
supporting the ‘Make in India’ vision of the Indian government.”®3? Thales will partner with
BDL so that BDL manufactures some of the components of the system, including “electronic and
mechanical components with sub-system and system assembly.”®! BDL will thus be part of the
global supply chain for STARStreak.5*?

Strategic Considerations

It is unclear whether the sanctions against Russia following the invasion of Crimea in 2014
prompted India to move away from its traditional arms supplier, which went from providing 68
percent of Indian arms imports in 2012-2017 to 59 percent in 2018-2022.93% Since 2022 and the
full-blown invasion of Ukraine by Russia, however, India has been concerned about how
sanctions could negatively affect its arms procurement.®** The Russia-Ukraine war has also
shown some serious shortcomings of Russian weapon systems and has raised concerns in India
(and among other buyers of Russian weapons) that it would not be able to receive its desired
quantities of munitions and spares, given Russia’s own needs.®*® Between 2022 and 2023, India
cut its arms imports from Russia by half and maintained them at that level in 2024.63¢

628 Thales, “Thales and Bharat Dynamics Limited Bringing STARStreak Air Defence System to India,” press
release, January 14, 2021.

629 Quoted in Thales, 2021.
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At the same time, India sought to undertake a rapprochement with the UK on various issues,
including defense. This was an auspicious time for such a move because the UK was “tilting” to
the Indo-Pacific and increasingly willing to share defense technologies with India.

Table 10.1 summarizes India’s teaming agreement with Thales in the UK for close air-
defense systems.

Table 10.1. Summary of India’s Teaming Agreement with Thales in the UK for Close Air-Defense

Systems
Measure Assessment
Cost e The countries have entered a coproduction agreement rather than making a simple

purchase.
e The agreement supports India’s DIB and makes it part of STARStreak’s global supply
chain, potentially generating future revenue for India

Function e The agreement provides close air defense.
The new system will complement existing MANPADSSs as tensions continue at the India—
Pakistan and India—China borders.

Availability e This is probably not a decision factor, given that this is a longer-term coproduction
project.
Offsets and e These were major decision factors.
incentives e Sixty percent of components will be produced in India.
e The agreement allows for substantial transfers of technology.
e It fulfills India’s Made in India requirements.
Strategic e ltis part of a broader rapprochement with the UK “tilting” to the Indo-Pacific and being
considerations increasingly willing to share defense technologies with India.

Policy Implications

This case illustrates an outcome that is generally favorable to U.S. objectives despite India
opting for a UK solution:

e First, the STARStreak system provided India with an effective capability needed to

secure its borders, including against future Chinese incursions.

e Second, it contributed to diversifying India’s mainly Russian arsenal, at a time (pre-2022)

when India was still very much willing to procure weapon systems from Russia.

e Third, it supported the defense industry and economic development of one of the United

States’ most important allies and its most closely aligned ally.

It is unclear whether the United States could have provided a valid alternative to the
STARStreak deal. STARStreak is a faster and more resilient system than Stinger, but it is not
known whether these factors were decisive ones for the Indian government.®3” Given India’s
continuous purchase of MANPADSs over time from various sources, the United States did not
necessarily lose a chance to secure a deal because of the UK one. Additionally, it is not known

637 MacDonald, 2023; “What Are MANPADS, the Portable Missiles Bringing Down Russian Aircraft?”” 2022.
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whether the United States would have been willing to engage in a coproduction agreement with
India on the Stinger like the UK did on STARStreak.

India’s requirements for codevelopment and coproduction to satisfy its Made in India policy
creates severe constraints for suppliers in terms of transfers of technology. The United States has,
to some extent, shown that it is ready to meet some of India’s demands. In 2018, it granted India
a tier 1 strategic trade authorization status,” followed in May 2022 by a U.S.—India Transforming
the Relationship Utilizing Strategic Technology (TRUST) Initiative, which will “elevate and
expand strategic technology partnership and defense industrial cooperation between the
governments, businesses, and academic institutions” of the United States and India.%*® The
Pentagon and the Indian Ministry of Defense are also partnering on a joint incubator for military
technology (the India-U.S. Defense Acceleration System [INDUS-X]).%°

However, there will still be sensitive technologies that the United States will be unwilling to
share. In such cases, U.S. allies, such as the UK, might be able to step in and address India’s
needs, especially because Russia appears increasingly willing to share its own technologies with
India in order to keep the relationship going.%*° However, for the UK, like for the United States,
the risks of transfer technology to a partner that maintains a strong relationship with Russia
represent a clear concern, particularly as Russia becomes more desperate to rebuild its
capabilities in a context of sanctions and loss of materiel in Ukraine.4!

Finally, a last point to note is the relative difficulty of doing business in India. The U.S.
Department of Commerce has noted that India “is a challenging market that requires patience
and persistence. The Indian authorities and local partners alike are price sensitive. Defense
procurement is tightly regulated, timelines are often long, and transparency is limited.®*> There
might be circumstances in which the United States does not wish to engage because of
cumbersome business practices and might prefer to see India’s needs filled by a U.S. ally, such
as the UK.
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Chapter 11. Findings and Implications

This chapter summarizes the overall findings from our analysis of the eight case studies.
Across the cases, we identify common themes and suggest implications for stakeholders in DOW
and DOS in approaching arms transfer strategies in light of the decision factors shaping the
global market. The case studies were selected to illustrate a variety of factors in driving decisions
rather than to provide an analytic basis to make specific and definitive recommendations for
DOW policies. We believe that this collection of cases provides the SC enterprise some specific
examples of why certain countries, in the context of specific conditions, make the determination
to purchase defense articles from countries other than the United States. Together, the cases
highlight a variety of interesting trends that carry important implications for U.S. strategic
planning.

In this report, we focused on cases in which the defense solution offered through U.S. FMS
was not an optimal solution from the partner country’s perspective. In such cases, advancing
U.S. defense and foreign policy interests will require an alternative approach in which DSCA
advocates the partner’s purchase from a third-country supplier. The criteria to determine which
third-party supplier is most in line with U.S. interests are discussed more expansively in our
companion report, U.S. Options for Identifying Third-Party Suppliers to Meet Ally and Partner
Capability Needs.%** This approach would be used to secure some of the benefits traditionally
associated with FMS. FMS strengthens ties between the United States and a partner country. In
the era of intensifying strategic competition between the United States, China, and Russia,
indeed, many countries perceive acquisition decisions as a strategic choice, although this factor
was not equally decisive in all cases we examined.

Why Apply a Framework for Analyzing Partner Decisionmaking?

A framework has several benefits for U.S. government decisionmakers. Most notably, it can
help guide and standardize research to come on this topic.

It Provides an Organizing Heuristic That Could Allow the United States to Be More
Systematic and Anticipatory of Partner Requirements

Awareness of and responsiveness to partner needs is a cornerstone of the success of U.S.
FMS—it adds to both U.S. influence and the capacity of the U.S. ally and partner network. This
framework provides several key indicators. It might, additionally, allow the United States to

644 Aidan Winn, Caitlin McCulloch, Jennifer D. P. Moroney, Stephanie Pezard, David E. Thaler, Beth Grill,
Krystyna Marcinek, and Lauren Kelly, U.S. Options for Identifying Third-Party Suppliers to Meet Ally and Partner
Capability Needs, RAND Corporation, PE-A2822-1, April 2025.

146



better identify cases in which a third-party supplier might be ideal. Particular constellations of
partner needs—cost, timeliness, strategic considerations, or others—might indicate a partner or
ally capability need that the United States should support filling but might be unable to fill itself.
This awareness could allow the United States to more adeptly redirect partners or allies that
might otherwise turn to an adversary supplier.

It Offers a Foundation for the United States to Parse Partners’ Decision Factors and
Identify Important or Influenceable Factors

This framework offers a way to visualize the diverse factors that affect any arms transfer
decision. Some of these factors are more manipulable or influential than others. The framework
can both facilitate discussion of which factors the United States should consider or more closely
monitor and help identify which tools the United States has available to influence any given
partner decision factor.

When Applied to Cases, the Framework Helps Decisionmakers Identify Trends and
Offers a Common Language to Make Comparisons

If the framework is used consistently the way it is applied here, trends for which factors were
key or influential would likely emerge and could be analyzed and exploited so that the United
States could adjust strategically. With further refinement of indicators or metrics, more-direct
and -consistent comparisons could be made. Rather than attributing a partner decision to strategic
competition, the framework supports a more nuanced and specific analysis of the variety of
factors that might be feeding into a country’s decision. It also helps highlight the interplay
between domestic and international factors.

The Framework Can Help U.S. Government Decisionmakers Evaluate the Trade-Offs
Involved in Advocating Non-U.S. Solutions

Applying the framework can help U.S. decisionmakers identify best-use cases in which third-
party suppliers offer more benefits than negatives or in which it is extremely unlikely that a U.S.
option would be selected. A partner’s shift away from U.S. solutions in favor of third-party
alternatives could negatively affect the U.S. DIB. Careful assessment and privileging of U.S.
options where available can be easier if the framework is used to examine partner and ally
capability needs.

Key Observations: Why Do Countries Seek New Defense Capabilities?

Phase 1 factors that motivated the most cases were, in many ways, intuitive and overlapping.
In all eight cases, countries were attempting to address gaps in their militaries or meet
modernization requirements. In six, they were specifically focused on increasing their own
territorial defense and domain awareness. Proximity to armed aggression both drove demand (in
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four cases) and increased desire to receive capabilities quickly. Keeping pace with regional peers
pushed countries toward acquisition in three of our cases. Perhaps more surprising are the factors
that did not appear as often or as key, such as divesting from a pariah state, public opinion, or the
domestic industrial base—the latter of which was much more important in choices of which
capability to pick, rather than a root cause of seeking a capability.

Key Observations: Why Seek a Capability from a Particular Supplier?

Among the considered cases, some partner countries chose a specific supplier to strengthen
regional ties (Philippines/Japan, Egypt/France), enhance existing cooperation (Pakistan/Turkey),
or develop new ties (Poland/ROK). Others chose a non-U.S. solution to advance strategic
autonomy (Netherlands/Israel, UAE/China) or to signal nonalignment (South
Africa/Netherlands). Except for one case (UAE/China), all countries chose suppliers from
countries that were U.S. allies. The clearest case for DSCA to support a third-party supplier is
when it builds ties the United States has an interest in strengthening (e.g., Philippines/Japan).
Even in the cases in which this has not been an explicit U.S. policy, these defense ties, old and
new, might contribute to integrated deterrence, as long as a third-country supplier is a U.S. ally:
Direct ties between U.S. allies and partners make the entire network more resilient and lower the
burdens on the United States to maintain it.

Cross-theater cooperation (e.g., Poland/ROK), in particular, might be important for supply
chain redundancies in major contingencies. South Africa/Netherlands is an interesting case
because buying from the United States did not seem to be an option because of the purchasing
country’s nonalignment policy. In such a case, buying from a U.S. ally might be the next-best
option from DSCA’s perspective: It keeps the purchasing country in the orbit of friendly
countries—potentially creating foundations for future cooperation if opportunity emerges—and
limits the influence of China and Russia.

The UAE/China case highlights an example in which the selection of the third-party supplier
is at odds with U.S. strategic interests. This case demonstrates the importance of highlighting to
partners the broader ramifications and long-term dependencies that buying from U.S. strategic
competitors creates. In situations in which U.S. partners perceive the solution offered by an
adversary to be a compelling and attractive offer, efforts should focus on identifying possible
third-party alternatives that can meet partners’ needs. The framework can help to uncover the
variety of motivations that a country might have for making that selection and might help to
identify ways to influence these decisions. In the rest of this section, we run through some of the
phase 2 factors and their impacts on our cases.

Availability

In many of the cases (e.g., Philippines/Japan, South Africa/Netherlands, Egypt/France),
immediate availability did not seem to have a significant impact on capability selection. In others
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(e.g., Poland/ROK, Netherlands/Israel), the U.S. DIB could not accommodate the urgency of the
request in a timely manner. If the United States shares the assessment that delivering a capability
quickly should take priority over FMS benefits, DSCA could work with foreign partners to
ensure that as little interoperability as possible is lost in the process.

In the Pakistan/Turkey case, availability came to the forefront again, but this was because the
United States refused to transfer technology. Although the immediate solution was buying from
Turkey, in the long term, Pakistan will likely work with China, which highlights the second-
order consequences of export controls. UAE/China is also a case in which availability matters.
The case demonstrates that, even if the United States does not have the capability to sell (or
might not be considered for other reasons), working with other allies to have a timely offer might
prevent strategic competitors from making headway.

Cost

U.S. capabilities are often technologically superior to foreign alternatives, but that superiority
comes at a price, as demonstrated by several of our case studies (e.g., Poland/ROK,
Netherlands/Israel, Pakistan/Turkey). Cost is not always a decisive factor (e.g.,
Philippines/Japan), but when it is, it creates a dilemma: What allies’ and partners’ force posture
serves the U.S. interests better—a smaller quantity of higher-quality equipment or a larger
quantity of lower quality? In cases in which the United States prioritizes the latter, supporting a
non-U.S. solution could serve U.S. interests better than FMS can.

Function

U.S. capabilities were explicitly considered as alternatives in only a few of the cases
(Poland/ROK, Netherlands/Israel, Pakistan/Turkey). In some cases, the United States does not
have the capability a partner country is seeking (e.g., Egypt/France, UAE/China), which makes it
the clearest cut for the DSCA alternative business strategy. But whatever the reason for selecting
a non-U.S. capability, it might still serve U.S. interests to consider how the interoperability can
be improved: either during the selection process (encourage partners to reward interoperability)
or later in upgrading the equipment. This could create opportunities for U.S. defense companies
that might not be competitive in overall bids but sometimes might be able to offer upgrades to
the desired standards, although likely such a possibility would have to be secured early on
(contractual provisions that the capability supplier will facilitate third-party upgrades).

Offsets and Incentives

This factor is present in all cases, but the United States has strict rules and limitations on
technology transfer. This means that it might not always be feasible for a U.S. company to bid.
In such a case, identifying which U.S. ally has the next-best thing and does not have these
limitations might be the best way to go.
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Table 11.1 summarizes our key findings from the eight case studies and their implications for

U.S. policy.
Table 11.1. Motivations and Factors Shaping Military System Purchases
Implications for U.S. policy and
Case Study Phase 1 Motivation Phase 2 Factors DSCA
The Key motives were the Functionality, more than  The purchase represents an
Philippines’ perception of a growing threat  cost or availability, was opportunity for the United States to

purchase of an from China and the Philippines’

recognition of its defense

Japan vulnerabilities; a desire to
strengthen ties with Japan;
increase awareness of its
territorial defense situation; and
improve interoperability with

ASRS from

Pacific coalition allies.

Poland’s
purchase of
light air combat recognition of its own
aircraft from
South Korea
key motives, as were

operational considerations:
improving awareness of security
situation and addressing

modernization needs.

The Proximity to conflict and Dutch
Netherlands’ perceptions of vulnerability, as
purchase of an well as operational

MRL system considerations, were the main

from Israel motives: improving

modernization, interoperability,

and power-projection
capabilities.

South Africa’s  South Africa sought to maintain
autonomy and emphasize
nonalignment; the purchase
was driven by need for greater
the domain and by domestic

purchase of
inshore patrol
vessels from

Netherlands political dynamics.

Egypt’s Egypt sought to address the
regional security issues posed
by the Israeli-Hamas war, to
corvettes from  enhance ties with a partner, and

purchase of
Gowind

France strengthen its DIB.

Poland’s proximity to the
Russia—Ukraine war, its

vulnerabilities, and desire to
improve regional security were

the most important
consideration. Strategic
considerations were also
important.

Cost, functionality, and
availability were key
considerations. Strategic
considerations were also
important.

Cost, functionality, and
availability were key
considerations, as were
licensing incentives.
Strategic considerations
were also important.

Costs were critical, as
were licensing incentives
offered by the Dutch.
Strategic considerations
were also important.

Functionality, more than
cost or availability, was a
key consideration, as
were incentives to help
Egypt improve its
domestic manufacturing
base.
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expand trilateral U.S.—Japan—
Philippines alliance, crucial to
checking Chinese efforts in the East
China Sea and Taiwan Strait.

The sale allows support of Ukraine
while maintaining Poland’s readiness
with as little interoperability loss as
feasible on compressed timelines.

The case illustrates how a
technologically advanced U.S. ally
can provide alternatives to U.S.
systems to meet a partner’'s needs
and how production licensing can
enable both an ally’s autonomy and
interoperability with NATO partners.

The selection of a third-party supplier
with a close relationship to the
United States is reasonably
compatible with U.S. interests and
might be more appealing to the
purchasing country than other
options.

The United States did not have a
valid option to offer Egypt. French-
supplied corvettes allowed Egypt to
buy a Western system instead of a
Russian one. Partnering with third-
party allies in cases in which the
purchaser maintains a stronger
defense relationship with that ally is
likely advantageous for U.S.
interests.



Implications for U.S. policy and

Case Study Phase 1 Motivation Phase 2 Factors DSCA
Pakistan’s Pakistan had a variety of Cost, functionality, From an FMS global competitiveness
purchase of motivations: responding to availability, and incentives perspective, there appears to be
UAVs from coercive signals and keeping from Turkey were key value in commercially derived
Turkey pace with its regional factors. The sale also systems that can be rapidly fielded
adversaries, strengthening ties  helped Pakistan improve  and whose low cost enables them to
with a partner while maintaining ties with Turkey. be operationally relevant even in
autonomy, increasing domain high-attrition environments.
awareness and addressing
modernization needs, and
responding to domestic political
dynamics and public concerns.
The UAE’s The UAE had a variety of Availability was the key Decisions by U.S. partners to pursue
purchase of motives: its proximity to regional factor, although cost, Chinese defense systems can
light attack conflict and perception of its functionality, and appear to signal broader

aircraft from
China

India’s
purchase of
close air-
defense
systems from
the UK

vulnerabilities, concern for its
role in territorial disputes, a
desire to increase domain
awareness and modernize its
forces, maintaining strategic
autonomy, and responding to
domestic political dynamics and
increasing national prestige.

India’s motivations included

concerns about regional power
balance and border tensions, a
need for lightweight and easily

deployable air defense systems,

the promise of codevelopment
that addressed its self-reliance
efforts, and an interest in
strengthening its bilateral
cooperation with the UK.

incentives were also
important. Strategic
considerations included
diversifying the UAE’s
fixed-wing training fleet
and diplomatic signaling.

Functionality, more than
cost or availability, was a
key consideration, along
with the satisfaction of
India’s domestic
requirements in terms of
coproduction and
codevelopment.

disagreements over other issues. As
this case shows, however, the
diplomatic signals sent might be
unrelated to the underlying reasons

for such acquisitions. Given this,

DSCA should consider supporting
partners pursuing non-U.S. solutions
when the consequences of
unfavorable diplomatic signals sent

from a geopolitical competitor

supplying the capability would harm
U.S. interests.

The UK can support U.S.
objectives (deterring China) when
the United States cannot fulfill
India’s Self-Reliant India or
technology transfer demands.
Additionally, there is no evidence
that coproduction will reduce U.S.
chances of selling similar systems,
given India’s large needs and its
procurement from multiple sources.

Implications of Findings for the Defense Security Cooperation Agency

The framework could be especially useful to inform DSCA’s business strategy in thinking

through allied and partner-country interests and motivations for using FMS versus other market

options. In several of the case studies, we observed situations in which foreign suppliers

provided solutions to allies and partners but the transaction indirectly benefited the United

States:

e In a situation in which an allied or partner requirement is urgent and cannot be met by the
U.S. DIB in a timely manner, advocacy for comparable foreign alternatives is a viable
option.

e There might be a fine line between advocating foreign exports that can meet urgent
operational needs of a budget-conscious ally on one hand and competing with comparable
U.S. weapon systems on the other, and our framework could help DSCA prioritize these

cascs.
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e Partnering with third-party suppliers is a good option in cases in which the purchaser is
unlikely or unwilling to purchase from the United States because of concerns about
maintaining strategic autonomy. If a partner has a strong relationship with a third party
(that shares some degree of strategic alignment with the United States), that purchase
might serve U.S. interests. For example, countries seeking to avoid alienating China and
Russia might be unwilling to purchase from the United States but be more willing to
purchase from France or the UK. This course of action provides an option for remaining
connected to nonaligned states that tend to hedge or balance and might actually help the
United States maintain a nascent partnership for future opportunities.

Recommendations for the Defense Security Cooperation Agency

e DSCA should take into account the longer-term, second- and third-order consequences of
partners’ non-U.S. acquisitions that might affect partners’ selection of other capabilities
in the future. Is the non-U.S. acquisition largely interoperable with the United States, or
would it cause drift into further capabilities that are not aligned with U.S. needs or
interoperable with U.S. assets?

e DSCA should consider how the role of incentives and offsets is shaping partner demand.
Although U.S. policy prohibits the U.S. government from direct involvement in offsets,
these agreements are becoming increasingly influential in partner selection of
suppliers.®

e DSCA should begin to collect data that would help it increase its ability to anticipate
partner demands while better understanding the foreign supplier landscape.

Tracking Indicators to Better Understand the Third-Party Landscape

In the complex landscape of international defense trade and defense acquisitions,
understanding the dynamics between suppliers and purchasers is crucial for informed
decisionmaking. The following indicators have been identified to help decisionmakers assess
both supplier capabilities and purchaser needs. These indicators are significant for several
reasons.

Evaluating the supplier’s indigenous capabilities, incentives, and offsets can reveal its ability
to meet specific requirements and enhance local industry. A supplier’s long-term relationship
with the purchaser can also indicate trust and reliability, which are vital for successful
partnerships.

645 Recent defense agreements also highlight the centrality of offsets. Defense purchases are being used as a tool to
drive domestic defense industry growth. For example, Indonesia abandoned the agreement it previously had with the
ROK and selected France for Scorpene submarines, and offsets were a major factor (Gordon Arthur, “Indonesia
Turns to France’s Naval Group for Submarines,” Defense News, April 3, 2024). Peru has selected the ROK’s
Hyundai Heavy Industries as its preferred partner for the local production of naval ships (“Peru Selects HD HHI for
Frigate, OPV and Landing Craft Units,” Naval News, March 29, 2024). And Romania’s high offset requirement for
tactical vehicles left Turkey as the sole bidder (“Otokar Offers over a Thousand Cobra II Tactical Vehicles to
Romania,” Defence Industry Europe, March 22, 2024).
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Understanding whether the supplier’s DIB is optimized for international sales helps in

assessing their readiness to compete in global markets. Additionally, awareness of evolving

domestic laws and policies can indicate the supplier’s potential for expanding its export role.

Purchaser readiness can be anticipated through tracking deferred maintenance and the condition

of assets undergoing refitting. Such indicators as rescinded bids can raise flags about the

purchaser’s commitment and decisionmaking processes. The political and regulatory

environment significantly affects purchasing decisions. Indicators assessing the purchaser’s

political alignment, potential human rights concerns, and the presence of domestic factors

influencing acquisition decisions provide insight into the dynamics that could affect international

transactions. Finally, understanding the purchaser’s threat landscape is critical. Indicators that

reveal the emergence of new or imminent threats can help determine the urgency and necessity

of acquiring specific capabilities.

By analyzing these indicators, stakeholders can gain a comprehensive understanding of the

interactions between suppliers and purchasers, enabling more-strategic and -effective

engagement in international defense acquisitions. DSCA should track the following indicators to

help determine whether to advocate a third-party transaction:

e supplier

Does the supplier have indigenous capabilities, incentives, or offsets to offer?
Does the supplier have a longer-term acquisition relationship with the purchaser
being considered?

Is the supplier’s DIB optimized for international sales?

Are domestic laws or policies evolving to enable the country to play a significant
role in exports?

e purchaser

Conclusion

What deferred maintenance does the purchaser have?

What assets is it currently refitting that will fail in a few years?

Did the purchaser put something out to bid then rescind it?

Is the purchaser politically unlikely to purchase from the United States? Is it
pursuing a foreign policy of balancing or nonalignment?

Is the United States unlikely to sell to this purchaser because of human rights
concerns, sanctions, or other restrictions?

Are there key domestic actors in acquisition decisions with which DSCA does not
have direct contact?

Is the purchaser experiencing an increased or extremely proximate new threat that
this capability would help resolve?

The acquisition of military capabilities is a key mechanism for sovereign nations to pursue

security and deter aggression, to signal to adversaries, and to project regional influence. As this
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report has shown, the selection of specific capabilities is driven by a significant and varied
variety of geostrategic, political, security, and economic factors. As the global defense market
continues to undergo change, understanding the factors that motivate foreign partners’
acquisition decisions, including where they are willing to accept risk, make compromises, and
create deliberate dependencies, is important for DOW. In many cases, close allies, as well as
more-tentative partners, will seek out non-U.S. options that are more readily available, less
expensive, and more adaptable to their needs.

To become better able to anticipate partner needs and preferences and to make advocating for
third-party suppliers a feasible policy option that still benefits the United States, U.S.
governmental stakeholders must have a solid foundation of understanding how these decisions
are made. The framework laid out in this report offers a systematic approach to analyzing partner
decisions that can help to ensure that U.S. interests are reflected in partner defense acquisitions
even when U.S. solutions might not meet a partner’s immediate needs.

The applied cases contained in this report can help answer questions like these: How do
security-related objectives and near-term operational imperatives interact with political,
economic, and other strategic calculations? How do ally and partner desires for domestic self-
reliance affect investment in their domestic defense? When can third-party suppliers increase
U.S. and partner or ally interoperability? As the United States moves forward with its FMS
strategy, these questions, and linked questions about other framework factors, can help inform a
U.S. strategy for working with third-party suppliers.
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Abbreviations

5G

AESA
AFAD
Armscor
ASRAAM
ASRS
AUKUS

AVIC
BDL
BVRAAM
C2
C4ISTAR

CASC
CASIC
CATIC
CETC
CSGC
CSSC
DAPA
DIB
DoD
DOS
DOW
DSCA
DTICC
EEZ
EU
FMS
GCC
GDP
GPS
HIMARS
IAI

fifth generation

active electronically scanned array

Air Force and Air Defense (United Arab Emirates)

Armaments Corporation of South Africa

advanced short-range air-to-air missile

advanced air surveillance radar system

partnership between Australia, the United Kingdom, and the United
States

Aviation Industry Corporation of China

Bharat Dynamics Limited

beyond-visual-range air-to-air missile

command and control

command, control, communications, computers, intelligence,
surveillance, target acquisition, and reconnaissance

China Aerospace Science and Technology Corporation

China Aerospace Science and Industry Corporation

China National Aero-Technology Import and Export Corporation

China Electronics Technology Group Corporation

China South Industries Group Corporation

China State Shipbuilding Corporation

Defense Acquisition Program Administration

defense industrial base

U.S. Department of Defense

U.S. Department of State

U.S. Department of War

Defense Security Cooperation Agency

Defence Technology and Industrial Capability Cooperation

exclusive economic zone

European Union

foreign military sales

Gulf Cooperation Council

gross domestic product

Global Positioning System

High Mobility Artillery Rocket System

Israel Aerospace Industries
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IDF
1PV

IR

ISR
JDAM
KAI
LoC
LOI
MALE
MAM
MANPADS
MMIPV
MOD
MOU
MRL
NATO
NESCOM
NORINCO
OHCS
OPV
OSA
PAF
PGZ
PULS
R&D
RNLA
ROK
SAM
SC

SDF
SIPRI
SME
SOE
TAI
TV
UAE
UAS
UAV
UK

Israel Defense Forces

inshore patrol vessel

international relations

intelligence, surveillance, and reconnaissance
joint direct attack munition

Korea Aerospace Industries

Line of Control

letter of intent

medium altitude, long endurance

mini akilli mithimmat, or smart micromunition
man-portable air-defense system
multimission inshore patrol vessel

Ministry of Defense (Japan)

memorandum of understanding
multiple-rocket launch

North Atlantic Treaty Organization

National Engineering and Scientific Commission
China North Industries Corporation
over-the-horizon communication system
offshore patrol vessel

Official Security Assistance

Pakistan Air Force

Polska Grupa Zbrojeniowa

Precise and Universal Launching System
research and development

Royal Netherlands Army

Republic of Korea

surface-to-air missile

security cooperation

Self-Defense Force (Japan)

Stockholm International Peace Research Institute
small- and medium-sized enterprise
state-owned enterprise

Turkish Aerospace Industries

trend-indicator value

United Arab Emirates

uncrewed aircraft system

uncrewed aerial vehicle

United Kingdom
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UN United Nations
USCENTCOM U.S. Central Command
USEUCOM U.S. European Command
USINDOPACOM U.S. Indo-Pacific Command
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