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Cnupatoducs Ha nybnikayii 3 8iokpumux Oxeper,
npoaHanizosarHa nonimuka CLA (ma it peanizayia)
3 nepedayi 036poeHHA Ma silicbkosoi mexHiku (OBT)
iHWUM KpaiHam AK 0OUH 3 iHCMpPyMeHMIg 308HiLHbOI
nonimuku, gusHavyeda yacmuHa OBT BMC y ybomy
npoueci, 30ilicHeHa oyiHka mozo, Ak nepedaya OBT
BMC niompumye ceimoguli 8nius ma npecmux
CLIA Ak MopcbKoi OepXxasu, a MAkoX pOo3JIAHYMU
iHmepecu YkpaiHu 8 ompumaHHi kopabie (cyoeH) i
CLA 8 pamkax lpoepam nidmpumku MixXHapOoOHOI
6e3nexu.

Onupasce Ha nybaukayuu 8 omkpsimelx Ucmou-
HUKax, npoaHanusuposaHa noaumuka CLIA (u eé
peanusayus) no nepedade 800pyXeHUA U 80eHHOU
mexHuku (BBT) Opyeum cmpaHam Kak OOUH U3 UH-
CMpyMeHmMo8 8HewHel NOAUMUKU, onpeodeseHa
0ona BBT BMC 8 amom npouyecce, npogedeHa oyeHKa
moeo, kak nepedaya BBT BMC noddepxusaem mupo-
8oe snusAHuUe u npecmux CLLIA kak mopckol depxasebl,
paccmompeHsl UHmepecsl YKpauHsl 8 NOJTyYeHUU Ko-
pabnet u cydos om CLUA 8 pamkax [lpoepamm noo-
OepxKu mexodyHapooHou 6ezonacHocmu.

1. The U.S. weapons transfer policy

The U.S., as a leading economic and military world pow-
er, historically associated as a leader of arms transfers all over
the world. Like others states, the U.S. use arms transfers as a
tool of foreign policy, distributing weapons for a variety of
strategic purposes. According to Professor Frederic Pearson,
countries transfer weapons to other countries and non-state
actors for the following reasons. First, states often believe
that by supplying other governments with arms, the receiving
states will be more secure, and that in turn will help provide
the security of the supplying country. Second, arms trans-
fers is the way to maintain prestige of the supplying country.
Third, countries also distribute arms to other states and non-
state actors in order to gain and maintain the regional power,
or to counter their adversaries that are already in power in
the region. And fourth, weapons transfers helps to influence
states because such cases effect the political decision-making
process in receiving countries.' These reasons completely suit
American National interests which will be shown below.

International arms transfer is a form of security assistance
to other countries authorized by the Arms Export Control Act
(AECA) and a fundamental tool of U.S. foreign policy aimed
to protect national security interests and to support defense
strategies.

Through the foreign policy execution this tool helps to
achive enduring national interests as “The security of the
United States, its citizens, and U.S. allies and partners™
and also “A rules-based international order advanced by U.S.
leadership that promotes peace, security, and opportunity
through stronger cooperation to meet global challenges.”

Thus, weapons transfer helps to keep an international or-
der in balance by:

Strengthening the U.S. global network of Allies and Part-
ners;

Increasing their interoperability with U.S. forces;

Providing assets for their own defense.

The Clinton administration in 1995 by the Presidential
Decision Directive declared that an important policy con-
sideration for arms transfer decisions should be support to
U.S. economic interests. The government’s intent should be
to maintain defense-related skills and infrastructure and also
create lower per-unit costs for U.S. weapons procurement.

Obama’s Administration “Conventional Arms Transfer
Policy” in fact restates most of the goals of Clinton’s arms
sales directive: advancing U.S. security; considering the
impact on the U.S. defense industry; promoting equipment
interoperability with allies. But in addition, the new policy
express some specific concern about exactly to whom the
United States sells weapons.

Obama’s policy requires officials to consider “the risk that
significant change in the political or security situation of the
recipient country could lead to inappropriate end-use or trans-
fer of defense articles.”™

Another important new criterion requires a consideration
of “the likelihood that the recipient would use the arms to
commit human rights abuses or serious violations of inter-
national humanitarian law, retransfer the arms to those who
would commit human rights abuses or serious violations of
international humanitarian law, or identify the United States
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Figure 1. The trend in international transfers of major weapons, 1950-2015

with human rights abuses or serious violations of internation-
al humanitarian law.””

In general, this new Directive does not change the Clin-
ton’s policy. Rather, it just shapes policy to respond to current
U.S. national security threats, such as terrorism, transnational
organized crime and uncontrolled arms proliferation.

At the same time, some experts argue that new arms
transfer policy is not specific enough and can create a prob-
lems with its implementation. Military policy analyst Antho-
ny Cordesman, which is a former senior Pentagon official,
states that “...the new guidance ... is all concepts and no
specifics, ... the directive covers such a wide range of goals,
including boosting human rights and combating transnational
organized crime, that it is impossible to know exactly how the
criteria might be applied in any specific case.”®

The policy of the Trump administration, in general, re-
mains true to the course taken by its predecessors. The King-
dom of Saudi Arabia for many years has been in the list of
US allies in the Middle East, being in fact an outpost for the
implementation of US foreign policy in the region. The re-
sult of this was the signing in May 2017 between the govern-
ments of these two countries is potentially the largest weapon

transfer deal in the history of the USA. In the list of military
equipment totaling $ 110 billion, a special place is occupied
by the list of ships and boats for the Saudi Arabian Navy De-
velopment Program, the total value of which is estimated at
approximately $ 16 billion. “According to the LoR the King-
dom outlined four 3,500-ton “frigate-like warships” capable
of anti-air warfare, armed with an eight-to-16-cell vertical
launch system (VLS) capable of launching Standard SM-2
missiles; fitted with an “Aegis or like” combat system using
“SPY-1F or similar” radars; able to operate Sikorsky MH-
60R helicopters; with a speed of 35 knots. Six 2,500-ton war-
ships with combat systems compatible with the frigates, able
to operate MH-60R helos. 20 to 24 fast patrol vessels about
40 to 45 meters long, powered by twin diesel engines.””’

Thus, the challenge for the U.S. government and Con-
gress on the global arms trade market is to keep a balance
between national security policy requirements and economic
interests (national and corporative).

2. Global arms trade trends and U.S. in this market

The volume of the world weapons transfers after the
WW2 was defined by the rapid military technologies devel-
opment, as well as by the global military-political situation

Table 1. The 10 largest exporters of major weapons and their main clients, 2011-15

Note: Percentage of total is rounded to 1 decimal (except for percentages over 10 which are rounded

to whole numbers).

Share of international

Main clients (share of exporter’s total exports %),

arms exports (96) 2011-15
Exporter 2011-15 2006-10 1st 2nd 3rd
USA 33 29 Saudi Arabia(9.7) UAE (9.I) Turkey (6.6)
Russia 25 22 India (39) China (11) Viet Nam (1I)
China 5.9 3.6 Pakistan (35) Bangladesh (20) Myanmar (16)
France 5.6 7.1 Morocco (16) China (13) Egyvpt(9.5)
Germany 4.7 11 USA (13) Israel (1I) Greece (10)
UK 4.5 4.1 Saudi Arabia (46) India (1I) Indonesia (8.7)
Spain 3.5 2.6 Australia (29) Saudi Arabia (12) Turkey (8.7)
Italy 2.7 2.1 UAE (10) India (8.8) Turkey (8.2)
Ukraine 2.6 1.9 China (26) Russia (12) Ethiopia (9.2)
Netherlands 2.0 3.0 Morocco (17) Jordan (12) USA (7.7)
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which in general characterized by the competition between
communism system states and the Western world. The top of
the international arms trade took place in 1978-1982 on the
highest point of the Cold War (see figure 1). At the same time
a number of the international arms non-proliferation treaties
were signed and conventional arms transfers trended to de-
cline up until the USSR and all Soviet system collapse.

After the end of the Cold War, despite declining global
demand for weapons, the U.S. strengthen its positions in the
arms trade significantly. Some experts explain American de-
fense manufacturers’ intention and ability to keep dominance
on this market by following reasons: ... (1) a sophisticated
technological base (thanks to high U.S. defense procurement
and government investment in R&D); (2) governmental pro-
motion of and financial support for arms exports; and (3) in-
dustry willingness to provide extra incentives to make a sale.
Consequently, the U.S. arms industry has neither cut produc-
tion significantly nor converted to civilian products despite
lower U.S. arms purchases.”

However, since 2000, the rising China economic and
military power and a renewal competition in arms trade with
Putin’s Russia has caused a weapons market revival.

The volume of international transfers of major weapons
in 2011-15 was 14 % higher than in 2006-2110 (see figure
1).° According to the Stockholm International Peace Research
Institute research, five biggest exporters in 2011-2015 were
the United States, Russia, China, France and Germany, which
shared 74 % of all arms exports (see Table 1). The biggest
importers were India, Saudi Arabia, China, the United Arab
Emirates (UAE) and Australia.'°

There were some changes in the market share between
2006-2010 and 2010-2015: while the USA and Russia re-
mained by far the largest exporters, China’s arms exports
increased from a level well below France, Germany and the
United Kingdom to third position, just above France. China
still only has 5.9 % of global arms exports, however, its share
is growing faster than any other state. For the first time, Chi-
na’s weapons exports exceeded those of France, long one of
Europe’s top arms sellers.

With a 33 percent share of total arms exports, the USA
was the top arms exporter in 2011-15. Its exports of major
weapons increased by 27 per cent compared with 2006—10.
The USA delivered major weapons to at least 96 states in
2011-15, a significantly higher number of export destinations
than any other supplier. The largest recipients were Saudi
Arabia, accounting for 9.7 % of US arms exports, and the
UAE with 9.1 %. At the regional level, the Middle East was
the largest recipient of US weapons, accounting for 41 per
cent of arms exports. Asia and Oceania received 40 % and
Europe 9.9 %."

As of the end of 2015, the USA had numerous outstand-
ing large arms export contracts, including contracts to supply
a total of 611 of its new generation F-35 combat aircraft to 9
states.

In order to develop and maintain global cooperation with
partners and allies the U.S. government applies a set of Se-
curity Cooperation elements that include numerous interna-
tional programs. The article focused on particular Security

Assistance Programs which make all above mentioned arms
sales possible with different departments involved in this pro-
cess.

3. Main U.S. Security Assistance Programs

The U.S. conducts a numerous Security Cooperation Pro-
grams that includes such groups of activities as: Combined
Exercises, Security Assistance, International Armaments Co-
operation, Military-to-Military Contact Programs, Humani-
tarian Assistance Programs, International training and Edu-
cation, Combined Operation Support. Arms transfers mostly
conducted under Security Assistance. This group of programs
includes wide range of options. This article covers Navy’s
share in three main U.S. programs which provides weapons
sales to the foreign governments: Foreign Military Sales, Di-
rect Commercial Sales and Excess Defense Articles.

According to the Security Assistance Management Man-
ual “Foreign Military Sales (FMS) Program is that part of
Security Assistance authorized by the Arms Control Export
Act (AECA) and conducted using formal contracts or agree-
ments between the United States Government (USG) and
an authorized foreign purchaser. These contracts ... pro-
vide for the sale of defense articles and/or defense services
(to include training) usually from Department of Defense
(DoD) stocks or through purchase under DoD-managed
contracts.”'? This program is conducted by the State and
Defense Departments: the State Department’s Bureau of
Political-Military Affairs sets policy and the Defense De-
partment’s Defense Security Cooperation Agency (DSCA)
implements the program. Under the FMS program buyer
can receive not only assets, but also related software, spares,
repairmen, engineering and logistics support, publications
and personnel training, other words all that would support
the weapons system across its lifecycle. Countries can pay
for the U.S. assets/services from their national budgets,
however, funds can also be provided through the U.S. gov-
ernment assistance programs or grants.

Foreign Assistance Act (FAA) defines Excess Defense
Articles (EDA) as: “...the quantity of defense articles ...
owned by the United States Government ... which is in ex-
cess of the Approved Force Acquisition Objective and Ap-
proved Force Retention Stock of all Department of Defense
Components at the time such articles are dropped from in-
ventory by the supplying agency for delivery to countries
or international organizations under this Act.”"* In other
words, defense articles declared as excess by DoD can be
offered to foreign governments or international organiza-
tions in order to support U. S. national security and foreign
policy objectives.

The EDA transfer process works as follows: the DoD
Military Departments identify excess equipment; Combat-
ant Commands identify possible recipients; DSCA, which
is responsible for the program administration, provides
coordination and approval of requests. Partner nations can
receive EDA at a reduced price which is based on the condi-
tion of assets. Sometimes equipment can be provided as a
grant. They are also responsible for the expenses related to
EDA packing, handling, transportation and refurbishment if
it is necessary. In the most cases nations use EDA transfers
to support modernization of their forces.
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Table 2

Differences between FMS and DCS programs

Customer.

Criterions Foreign Military Sales Direct Commercial Sales
Nature of | The US DOD will negotiate with the Customer | Customer negotiates directly with the Vendor.
Relationship on behalf of the Vendor.
United States | The US DOD assumes contracting risk and is | U.S. Government (USG) is not involved in the
Government responsible for ensuring that the Vendor meets | transaction, and does not act on behalf of the
Involvement cost, schedule, and performance requirements. | Customer or Vendor should complications

The US DOD guarantees payment by the

arise.

Export Licenses

This is a government-to-government transfer, so
the export process is managed the US DOD. No
involvement by the Vendor is required.

The Vendor must obtain export approval from
the U.S. State Department. The Vendor is
responsible for submitting a completed DSP-
83.

Congress
notification
Department.

Any required notifications to Congress are
jointly sponsored by the US DOD and the State

Congress must be notified by the State
Department of a decision to issue an export
license if the sale includes significant defense
equipment valued at $14 million or more.
(Basically, both DCS and FMS require the
same type of notification).

Contract Issues

DOD.

US DOD procures the defense articles under the
same contractual provisions used for all DOD
procurement. The Customer pays an additional
3.5% of the total price to cover the contracting
and administrative services provided by US

The Vendor negotiates with the Customer.
The  Customer assumes  management
responsibility. These activities represent
overhead management costs to the Customer.
The size and skill of the Customer contracting
staff may be a limiting factor during
procurement.

(except for the ten countries
exception).

Cash Flow | The initial deposit required is usually somewhat | Direct commercial contracts generally require
Requirements lower than commercial contract down payments. | a relatively large down payment, payable at

This facilitates payment by the Customer. the time of contract signature. This may

create difficulties for the Customer.

Availability of | U.S. financial assistance, through the Foreign | If the Customer wishes to use FMF funding,
Foreign Military | Military Financing Program (FMF) may be | DCS is not an option. Ten countries are
Financing Program | available to the Customer. If FMF funds are | granted an exception that allows them to use
(FMF) Funding available, they must be processed through FMS | FMF funding to pay for DCS contracts: Israel,

granted an

Egypt, Jordan, Morocco, Tunisia, Turkey,
Portugal, Pakistan, Yemen, and Greece.

Direct Commercial Sales (DCS) program is adminis-
trated by the Department of State. Directorate of Defense
Trade Controls is responsible for the DCS implementation
by the regulation and providing licenses to private compa-
nies for selling weapons, other military equipment, defense
services and military training to foreign countries. The main
differences between FMS and DCS programs are presented
in the table 2.

Congress require the USG to prepare an annual reports
to summarize military assistance, military imports and mili-
tary exports. These reports combined under the “Section
655” report. Both the Department of Defense and the State
Department are responsible for submitting their portions:
DSCA reports on FMS, EDA and IMET; State Department
reports on DCS export licenses. Analyzing these reports can
allow an evaluation of the Navy’s foreign weapons sales.

4. The U.S. naval weapons sales across FMS, DCS
and EDA programs

The Governmental reports data base contains too large
volume of information to make a complete analysis in the
frames of this paper. On this reason to analyze DCS and
FMS programs two separate reports for two years were ran-
domly taken for each of this programs.

For the DCS program in related reports all licenses is-
sued by the USG for U.S. companies are divided by coun-
tries-recipients and by the category of the transferred equip-
ment. The particular assets or services that were licensed
for transfer cannot be sort out from these reports, however,
the volume of the naval equipment can be evaluated by
considering the licenses under the VI Category (Vessels of
War and Special Naval Equipment) from the Categories and
Subcategories of the U.S. Munitions List. The result of the
2007 report'* evaluation is represented in the Table 3.

Main direct buyers from U.S. companies in 2007 were:
Canada, UK, Japan, South Korea, Germany and Australia.
The U.S. naval assets were bought mostly by UK, Japan,
Mexico and Australia. Despite these countries have spent
hundreds of millions dollars to buy naval equipment, its por-
tion in the total DCS volume of these countries spending not
exceeds a few percent. Some countries, like Azerbaijan, Fin-
land and New Zealand made up to 60% direct naval contracts
from the total volume, however, that only means that these
countries had no purchases for their acrospace and ground
forces in 2007. The total portion of licenses issued for naval
sales from the total DCS volume in 2007 was 1.65%.

The similar picture with insignificant changes for the
particular countries can be observed for the DCS in 2011'.
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Table 3
DCS of naval articles in 2007
Val_u e of 2 Value of &
Value of articles < . . s
Counrty- . . = Counrty- Value of arrticles articles =
.. arrticles received 15 .. . . 1)
recipient . 13 recipient received received under 3}
received under VI 5 VI categor 5
category A~ gory ~
Australia $2 550 800 000 | $37 600 000 | 1,47% || Italy $2 561 000 000 $13 107 000 0,51%
Azerbaijan $2 500 000 $1 500 000 | 60,00% || Japan $12 425000000 | $114 800000 | 0,92%
Brazil $188 000 000 $871 000 0,46% || Malasia $191 000 000 $309 000 0,16%
Canada $6 300 000 000 | $10467 700 | 0,17% || Kuwait $233 000 000 $21 000 000 9,01%
Chile $112 000 000 $221 500 0,20% || Mexico $2 056 000 000 $79 563 000 3,87%
Denmark $526 700 000 $12 069 000 | 2,29% || Neitherlands $967 700 000 $21 810 000 2,25%
Finland $123 900 000 $45 470 000 | 36,70% || New Zeland $65 700 000 $5 000 000 7,61%
France $1 018 700 000 | $18 945000 | 1,86% || Portugal $105 000 000 $1 075 000 1,02%
Germany $3 030 000 000 | $26 066 000 | 0,86% || Saudi Aravia $258 000 000 $3 815 000 1,48%
Greece $279 500 000 $11594 000 | 4,15% || Singapore $1 024 000 000 $10 322 000 1,01%
Indonesia $167 000 000 $3 098 000 1,86% || South Korea $4 694 000 000 $41 700 000 0,89%
India $116 500 000 $365 600 0,31% || Spain $1 103 900 000 $69 700 000 6,31%
Iraq $1 684 000 000 | $4 381 000 0,26% || Sri lanka $21 000 000 $1 600 000 7,62%
Israel $2 842 000 000 | $34 500000 | 1,21% || Sweeden $1 099 000 000 $8 900 000 0,81%
Total for 2007 $55 791 700 000 $919 349 800 | 1,65%
Table 4
DCS of naval articles in 2011
Value of \ellitlilclzel:e(;f g‘) Value of g”
Counrty- u . = Counrty- Value of arrticles articles =
.. arrticles received 5] L. . . 5]
recipient . 3] recipient received received under 3
received under VI 5 VI cateeo 5
category A gory A
Australia $1 546 786 014 | $29 690 626 | 1,92% | Italy $1350179 138 $2 736 825 0,20%
Belize $1 798 510 $1 127910 | 62,71% | Japan $6 387 158 475 $142 144 685 | 2,23%
Brazil $219 921 831 $931 462 0,42% | Mexico $372 409 792 $11 118706 | 2,99%
Canada $1451 175 307 $5 355 021 0,37% | Norway $213 182295 $15131306 | 7,10%
Chile $86 684 542 $220 164 0,25% | Pakistan $217 560 781 $625 979 0,29%
Colombia $134 161 064 $922 600 0,69% | Panama $19 137 620 $712 674 3,72%
Denmark $66 458 022 $660 960 0,99% | Qatar $1792 415 581 $187 282 0,01%
Dominican $2 046 703 $1070 130 | 52,29% | Russia $221 289 990 $975680 | 0,44%
Republic
Ecuador $24 568 385 $9 795 0,04% | Singapore $853 788 349 $1 664 365 0,19%
El Salvador $6 225 151 $1 128910 | 18,13% | South Korea $2 900 293 076 $11340587 | 0,39%
France $365 888 002 $2 840 362 0,78% | Spain $327 380 767 $24 266310 | 7,41%
Germany $2 151 840 203 $638 277 0,03% | Taiwan $170 954 899 $934 459 0,55%
Guatemala $5 990 741 $1 127910 | 18,83% | Thailand $353 870 762 $138 550 0,04%
Hong Kong $112 848 587 $148 511 0,13% | Turkey $748 645 343 $788 623 0,11%
India $217350531 | $12361314 | 560% | Snited Arab 1 g 165 144471 $4.000 600 | 0,16%
Emirates
Iraq $1 849 698 045 $137 703 0,01% U?“ted $2 040 982 983 $72 237 888 3,54%
Kingdom
Total for
Israel $1462319370 | $45789 137 | 3,13% 2011 $30 140 155330 | $393 165311 | 1,30%
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Table 5
Naval arms in FMS 2006-2011 under section 1231
Fiscal Total Naval Ships, Ships, vessels,
year FMS arms vessels, boats and
program value, boatsand | crafts portion
value, million $ crafts in FMS
million $ value,
million $

2006 3912 1285 30.8 0.78%
2007 5114 1882 42 0.82%
2008 10 178 3107 319.9 3.14%
2009 8041 2504 267.803 3.33%
2010 9452 811 248.57 2.62%
2011 14227 1029 242.787 1.7%
Total 50 924 1151.86 2.26%

The biggest naval equipment recipients (see Table 4) were
Japan with 2.23% from the total volume, UK with 3.54%
from the total volume and Israel with 3.13%. The total por-
tion of licenses issued for naval sales from the total DCS
volume in 2011 was 1.3%.

In general, while evaluating the DCS program in 2007
and 2011, it is easy to notice that there were no contracts for
ships or auxiliary vessels sold abroad (except a small number
of light patrol craft), almost all transfers were related to the
naval weapons systems, sphere parts, components, associated
equipment and technical data.

To evaluate naval portion in the FMS program an analy-
sis of the available database for the Section 1231 reports'®

was conducted. This section of John Warner National De-
fense Authorization Act requires the Secretary of Defense
to submit an annual report to Congress on FMS and DCS to
foreign entities of significant military equipment (in excess
of $2,000,000) manufactured in the U.S. during the preced-
ing calendar year. Such information from these reports as
the nature of the equipment and its value, helps to under-
stand how FMS impacts the U.S. shipbuilding industry.

According to the reports (see Table 5) in 2006 a few
patrol ships and crafts were bought by Japan and Egypt;
in 2007 small boats and craft on total value around $42.0
million were transferred to Kuwait, Colombia, Honduras,
Bahamas, Jamaica, Nicaragua and Bahrein; in 2008 three
fast missile craft were sold to Egypt and one harbor tag — to
Kuwait.

In 2009-2011 period USG transferred to the same coun-
tries (including Iraq) more than 120 patrol boats and other
craft, however, it was a small portion of the transferred
naval arms, which mostly included naval weapon systems
and naval aviation equipment from such giants like Lock-
heed Martin Corporation, Raytheon Company, McDonnell
Douglas Corporation and others. It was even a smaller part
of the total volume of the FMS program (up to 2.26% in
average), which mostly consists of aerospace production.

In order to evaluate EDA arms transfers the database
from the official DSCA website!” was analyzed and naval
part of the delivered assets was separated (see table 6).

Table 6
Ships, vessels and crafts transferred by USG to allies and partners as EDA in period 2000-2012
Fiscal £ | Avquisito | Cunvent
Year of Country Item Description S | Val
Request & n Value, alue,
thousand thousand
1 | 2000 Turkey 1(\)4%1(\)/151; HAZARD PERRY CLASS FRIGATE-USS JOHN A 1 $135283 | $27056.6
2 | 2000 Poland HAZARD PERRY CLASS FRIGATE (USS CLARK) 1 $101 905 | $40 762,2
3 | 2000 Mexico NEWPORT CLASS TANK LANDING SHIP (EX-NEWPORT) 1 $53 051 $5305,1
4 | 2000 Mexico KNOX CLASS FRIGATE (EX-WHIPPLE) 1 $38 827 $3 882,7
5 | 2000 Thailand KNOX CLASS FRIGATE (USS TRUETT) 1 $27 438 $2 743,8
6 | 2000 Greece KNOX CLASS FRIGATE (USS CONNOLE) 1 $24 597 $2459,7
2000 Dominican BALSAM CLASS BUOY TENDER (BUTTONWOOD) 1 $15 000 $3 000
7 Republic
g | 2000 Ecuador XEE&J&JSES&TARY REPAIR DRYDOCK (USS 1 $7 486 $374
9 | 2000 Ghana BALSAM CLASS BUOY TENDER (SWEETBRIAR) 1 $1 900 $380
10 | 2000 Ghana BALSAM CLASS BUOY TENDER (WOODRUSH) 1 $1 900 $380
11| 2000 Tunisia 44' MOTOR LIFE BOAT 8 $960 $384
12| 2000 Chile 44' MOTOR LIFE BOAT 6 $720 $288
13| 2000 Argentina POINT CARREW PATROL BOAT 1 $575 $230
14 | 2000 Colombia PATROL BOAT (POINT WARDE) 1 $575 $230
15| 2000 Colombia PATROL BOAT (POINT WELLS) 1 $575 $230
2000 Dominican 82' PATROL BOAT (POINT SPENCER) 1 $575 $230
16 Republic
17| 2000 Georgia POINT COUNTESS PATROL BOAT 1 §575 $230
18| 2000 Philippines 82' PATROL BOAT (POINT DORAN) 1 $575 $230
19| 2000 Panama 82' PATROL BOAT (POINT HANNON) 1 $575 $230
20 | 2000 Panama 82' PATROL BOAT (POINT WINSLOW) 1 $575 $230
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21| 2000 Trinidad-Tobago 82' PATROL BOAT (POINT BONITA) 1 $575 $230
22| 2000 Turkmenistan POINT JACKSON PATROL BOAT 1 $575 $230
23| 2000 Seychelles 44' MOTOR LIFE BOAT 4 $480 $192
24| 2000 Honduras 44' MOTOR LIFE BOAT 2 $240 $96
25| 2000 Seychelles 44' MOTOR LIFE BOAT 1 $120 $6
26| 2000 Tunisia 44' MOTOR LIFE BOAT 1 $120 $24
27| 2001 Turkey OLIVER HAZARD PERRY CLASS FRIGATE (USS FLATELY) 1 $107 331 | $21 446,2
28| 2001 Greece KNOX CLASS FRIGATE (USS TRIPPE) 1 $24 647 $2 464,7
29| 2001 Brazil GARCIA CLASS FRIGATE (USS BRADLEY) 1 $21 566 $1078,3
30| 2001 Brazil GARCIA CLASS FRIGATE (USS DAVIDSON) 1 $20 811 $1 040,5
31| 2001 Brazil GARCIA CLASS FRIGATE (USS SAMPLE) 1 $20 098 $1 004,9
32| 2001 Brazil GARCIA CLASS FRIGATE (USS ALBERT DAVID) 1 $19 711 $985,5
33| 2001 Brazil THOMASTON CLASS DOCKING SHIP (USS ALAMO) 1 $19 405 $970,2
34| 2001 Brazil THOMASTON CLASS DOCKING SHIP (USS HERMITAGE) 1 $18 833 $941,6
35| 2001 El Salvador BALSAM CLASS BOUY TENDER (MADRONA) 1 $15 000 $6 000
36| 2001 Nigeria BALSAM CLASS BOUY TENDER (COWSLIP) 1 $15 000 $3 000
371 2001 Panama BALSAM CLASS BOUY TENDER (SWEETGUM) 1 $15 000 $6 000
38| 2001 Turkey OCEANOGRAPHIC SURVEY SHIP (KANE) 1 $6 151 $1230,2
39| 2001 Nigeria BALSAM CLASS BUOY TENDER (FIREBUSH) 1 $1 900 $380
40| 2001 Nigeria BALSAM CLASS BUOY TENDER (SASSAFRASS) 1 $1 900 $380
41| 2001 Nigeria BALSAM CLASS BUOY TENDER (SEDGE) 1 $1 900 $380
42| 2001 Madagascar 44' MOTOR LIFE BOAT 6 $720 $288
43| 2001 Colombia 36' MINI-ARMORED TROOP CARRIERS 7 $700 $70
44| 2001 Colombia 82' PATROL BOAT (POINT ESTERO) 1 $575 $230
45| 2001 Colombia 82' PATROL BOAT (POINT SAL) 1 $575 $230
46 | 2001 Costa Rica 82' PATROL BOAT (POINT CHICO) 1 $575 $230
471 2001 Costa Rica POINT CLASS PATROL BOAT (EX PT BRIDGE) 1 $575 $230
48 | 2001 El Salvador 82' PATROL BOAT (POINT STUART) 1 $575 $230
49| 2001 Georgia POINT CLASS PATROL BOAT ( EX PT BAKER) 1 $575 $230
50| 2001 Trinidad-Tobago 82' PATROL BOAT (POINT HIGHLAND) 1 $575 $230
51| 2001 El Salvador 44' MOTOR LIFE BOAT 4 $480 $192
52| 2001 Guyana 44 MOTOR LIFE BOAT 4 $480 $192
53| 2001 Colombia 36' MINI-ARMORED TROOP CARRIERS 1 $213 $21.3
54| 2002 Poland EX-USS WADSWORTH 1 $136 536 | $27307,2
551 2002 Turkey SAMUEL E. MORISON (FFG-13) GUIDED MISSILE FRIGATE 1 $105000 | $21161,2
56| 2002 Turkey USS ESTOCIN (FFG-15), GUIDED MISSILE FRIGATE 1 $94 930 $21 021
57| 2002 Korea(Seoul) P-3B (L) AIRCRAFT WITH T56-A-10W ENGINES 5| $41666,6 $4 358
58| 2002 Philippines USCG CYCLONE CLASS VESSEL (PC-1) 1 $30 000 $3 000
59| 2002 Turkey EX-USS KNOX CLASS FRIGATE CAPODANNO 1 $27 231 $3 061,5
60| 2002 Turkey EX-USS KNOX CLASS FRIGATE THOMAS C HART 1 $26 772 $3 036,1
61| 2002 Turkey EX-USS KNOX CLASS FRIGATE DONALD B. BEARY 1 $26 534 $3 026,7
62| 2002 Turkey EX-USS KNOX CLASS FRIGATE MCCANDLESS 1 $26 388 $3019,4
63| 2002 Turkey EX-USS KNOX CLASS FRIGATE REASONER 1 $25 590 $2 979,5
64 | 2002 Turkey EX-USS KNOX CLASS FRIGATE BOWEN 1 $25 007 $2 950,3
65| 2002 Azerbaijan 82' PT CLASS PATROL BOAT ( EX PT BROWER WPB 82372) 1 $575 $115
2002 Domml.can BOUY TENDER, WHITE SUMAC WLM 540 1 $535 $53,5

66 Republic ’
67| 2003 Taiwan EX-USS KIDD CLASS DESTROYER (USS KIDD) 1 $394 753 | $19 737.6
68| 2003 Taiwan EX-USS KIDD CLASS DESTROYER (USS CHANDLER) 1 $299 808 | $14 990,4
69| 2003 Taiwan EX-USS KIDD CLASS DESTROYER (USS CALLAHAN) 1 $273 967 | $13 6983
70| 2003 Taiwan EX-USS KIDD CLASS DESTROYER (USS SCOTT) 1 $273 116 | $13 655,8
71| 2003 Mexico EX-USS FREDERICK (LST-1184) 1 $19 616 $1961,6
72| 2003 Yemen 44' MOTOR LIFE BOAT 7 $840 $336
73| 2003 Yemen 44' MOTOR LIFE BOAT 1 $120 $24
74| 2004 Panama HARBOR UTILITY CRAFT (S-P) 1 $750 $68,3
75| 2004 Djibouti 44' MOTOR LIFE BOAT 4 $474.8 $0,2
76 | 2004 Colombia LANDING CRAFT MECHANIZED-8 1 $457,6 $137,2
77| 2004 Turkey SURFACE SPARE AND REPAIR PARTS FOR EDA SHIPS 1 $398,8 $199.4
78 | 2004 Djibouti 44' MOTOR LIFE BOAT 1 $158 $48
79| 2007 Turkey POWHATAN (ATF 166) FLEET OCEAN TUG 1 $11 203 $1120,3
80| 2007 Greece LARGE HARBOR TUGS - YTB-832/834 2 $2 736 $273,6
81| 2012 Bangladesh CGC JARVIS HIGH ENDURANCE CUTTER 1 $68 114.8 $6 811,4
Total 128 | $2 644926 | $307 461,7
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According to this database the total current value of the
equipment requests from countries in period 2000 to 2012
amounted $4.8 billion (7252 cases). The requests for the
naval assets counted more than $937 million (355 cases),
which is 4.8% from the total size. From these requests 145
cases were delivered by the U.S. Implementing Agency
(U.S. Navy) to the recipients, however, only 81 cases were
related to the direct production of the U.S. shipbuilding
industry (ships, vessels, bouts, cruft). It was relatively sig-
nificant amount of ships (128 hulls of different classes and
purposes) by the total current price more than $307 million.
All mentioned transfers, however, did not impact directly
shipbuilding industry, they did not created additional labor
force and did not bring in a revenue for the U.S. companies
and for the U.S. budget as well. These kind of military sales
can positively impact an industry (not only shipbuilding)
only by indirect way, through the associated delivery of
training, services, sphere parts, documentation, naval and
air armament systems, munitions, etc.

5. Implications for Ukraine

Looking in to the FMS/DCS/EDA database one can note
that there are no any naval (ships or vessels) transfers for
Ukraine since 1991. The first and last deal for Ukraine can
be found in the EDA Public Report 2017. '8

The U.S. Coast Guard authorized to Supply EDA by
transfer to Ukraine two Island class patrol boats: Cushing Is-
land, WPB-1321, and Drummond Island, WPB-1323, (Fig-
ure 2) with withdrawn armament and sensors. These bouts
were commissioned in 1988 at Bollinger Shipyard in Lock-
port, Louisiana, and by characteristics they meet enough the
Ukrainian Navy’s operational needs in the Black Sea region
conditions.

However, for this particular case the cost of patrol boats
transfer for Ukraine associated with transportation, repair,
reequipment and other expenses are comparable with the
cost of producing similar boats in Ukraine. In 2017 the

group of the Ukrainian DoD specialists inspected the ex-
pediency of this case and produced some recommendations
for the Ukrainian Government in this issue.

6. Conclusion

Thus, after analyzing above mentioned programs which
make possible the U.S. arms transfers all over the world,
one can draw a few points of understanding.

U.S. decommissioned-ships transfers do not effect, on a
significant scale, the U.S. shipbuilding industry; however,
it still remains a powerful tool to develop a wide maritime
cooperation, operational, and technical interoperability with
allies and partners all over the globe.

Despite the U.S. remains a number one in the world
military sales, the portion of naval armaments transfers is a
very small part (up to 2-3%) and accordingly the impact of
these sales on the U.S. shipbuilding industry is insignificant.
In general, the U.S. industry represented at the world naval
arms market is mainly by corporate giants, such as Lock-
heed Martin Corporation, Raytheon Company, McDon-
nell Douglas Corporation and others, which produce naval
weapon systems and naval electronic equipment, as well as
aerospace arms, related to the Navy. For instance, Lockheed
CEO Marillyn Hewson stated that 20% of company’s sales
in 2014 were to foreign countries. She also mentioned that
Lockheed has a goal to increase international sales up to
25% next few years."

U.S. shipbuilders represented at the market by such
companies like Brunswick Commercial & Governmental
Products, The Columbia Group, Swiftships Shipbuilders,
United States Marine Inc., VT Halter Marino, Thoma-Sea
Ship Builders and others. These companies mostly supply
U.S. allies and partners with smallest class of ships: fast
missile craft and patrol boats, in quantities that does not im-
pact the market and industry proper.

The reasons why the U.S. shipbuilding industry does not
sell modern warships and auxiliary vessels abroad can be

General characteristics

Displacement: 168 tons

Length: 110 ft (34 m)

Beam: 211t (6.4 m)

Draft: 651 (2.0m)

Propulsion: 2 Paxman Valenta or Caterpillar diesels
Speed: 29.5 knots

Range: 3,300 miles

Endurance: 5 days

Boats & 1 - Cutter Boat Medium (Yamaha 90 HP
landing outboard engine)

craft carried:

Complement: 16 (2 officers, 14 enlisted)

Sensors and AN/SPS-73 radar
processing
systems:

Armament: Mk 38 25 mm chain gun

2 x M2 .50-cal MG

Figure 2.
USCQG Island class patrol boat (WPB)
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for two reasons. First, it is a licensing. The U.S. Congress
issues licenses for certain countries and for certain produc-
tion only. Second, is a U.S.-built ships ability to compete.
Relatively high labor force costs causes to the significant
costs growth of the final production. Not many countries
can accept this price level and some potential recipients pre-
fer another sources to purchase ships (vessels).

As a maritime power the U.S. needs to make more ef-
forts to establish, to keep and to expand its naval coopera-
tion with allies and partners all over the world. A good tool
for this could be increasing naval (particular shipbuilding)
arms sales with the help of above mentioned programs.
This could allow to the USG to strengthen political and eco-
nomic ties with countries involved in this process, increase
presents and influence in the particular regions of the U.S.
national interests and also to promote the U.S. naval ship-
building production across the globe.

To do this, some experts recommend USG to change its
policy in arms transfer area in the following directions:

1. to convince Congress in expedience to expand li-
censing policy for some allies and partners in the naval arms
transfers sphere;

2. to propose for this allies and partners, at least for the
first contracts, some favorable conditions for ships purchas-
ing in order to compensate higher costs (free training and
service, half-price for parts and components, etc.);

3. to do its best in order to help U.S. companies to win
contracts for allies and partners Navy’s transformation and
modernization programs.

Considering Ukraine as a potential recipient of U.S. na-
val assets we should understand that Ukraine, as a coun-
try with a rich shipbuilding potential and ambitions, is able
to renew its navy using own shipbuilding enterprises and
workforce in case of strong political will to do it. In order
to accelerate the Ukrainian Navy renewal and at the initial
stage of this process usage of the U.S. Security Assistance
Programs is acceptable. In that case for the well-reasoned de-
cision making author should recommend researching in de-
tails the Economical expediency of every case of used ships
(vessels) transfer not only in terms of expenses required for
commissioning of these ships (vessels), but also all the life
cycle costs should be taken in to the consideration.
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