
1. Russian arms exports
The key indicators used to quantify Russian arms exports include:
· value of deliveries made over the reported year (i.e. the worth of the arms and military equipment already delivered);

· revenue (money received under arms contracts);
· accumulated value of arms contracts signed during the year; and
· accumulated portfolio of contracts by the year's end.
The headline figure for arms exports is usually the value of deliveries made. But in any event, a distinction must be made between the four key indicators listed above, as they are sometimes confused by journalists, who unwittingly misinterpret the source figures and draw the wrong conclusions.
Starting from 2007, Rosoboronexport, a state-owned company, has been the only Russian entity that holds the full license to export arms and military equipment. Previously, similar licenses were also held by RSK MiG aircraft corporation (Moscow), KBP instrument design bureau (Tula), KBM machine-building design bureau (Kolomna, Moscow region) and NPOmash research and production company (Reutov, Moscow region). Now defense companies (only 22 of them) can export only spare parts and components for weapons systems exported via Rosoboronexport.
It is therefore useful to make a distinction between:
· total Russian arms exports;
· exports via Rosoboronexport (ROE); and
· exports of independent spare parts suppliers.
It must be taken into account that total exports do not equal ROE exports plus direct spare parts contracts signed by independent supplies. The difference is made of deliveries still being made under weapons system contracts signed by MiG, KBP, KBM and NPOmash prior to 2007, when ROE became the sole authorized Russian arms exporter. Also, as far as we know, NPOmash has the right to extend previously signed supply contracts with India under the BrahMos Aerospace, a 50-50 joint venture between Russia and India. Essentially that means that NPOmash has partially retained its status as an independent arms exporter
.
Deliveries
Information about Russia’s total arms exports and exports via ROE are almost always available from open sources. This data is regularly announced by Russian officials, although no official annual report on Russian arms exports is published at this time. However, information about results of independent spare parts exporters (a total of 23 companies) seldom appears in the media (Figure 1.1).
Figure 1.1. Russian arms deliveries under export contracts, million USD in current prices
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	2005
	2006
	2007
	2008
	2009
	2010

	Total
	6,126
	6,460
	7,550
	8,350
	8,500
	10,000

	Rosoboronexport
	5,226
	5,300
	6,200
	6,725
	7,436
	8,600

	Independent spare parts suppliers
	700
	400
	n/a
	n/a
	500*
	n/a


* - CAST estimates.
Sources: Russian Federal Service for Military and Technical Cooperation, Rosoboronexport, CAST estimates.
Nominal and real growth of arms exports
Let’s count Russian arms deliveries in constant prices. This will allow us to evaluate the real (inflation-adjusted) growth of Russian arms exports. As Figure 1.2 shows, in real terms Russian arms deliveries grow slower than officials used to say.

Figure 1.2. Nominal and real annual growth of Russian arms deliveries (in %)
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	2005
	2006
	2007
	2008
	2009
	2010

	Deliveries in current prices
	6,126
	6,460
	7,550
	8,350
	8,500
	10,000

	Nominal growth, %
	-
	5.5
	16.9
	10.6
	1.8
	17.6

	Inflation/deflation in the US, %
	-
	3.24
	2.85
	3,85
	-0.34
	1.64

	Deliveries in constant 2010 prices
	6,842
	6,989
	7,942
	8,459
	8,639
	10,000

	Real growth, %
	-
	2.2
	13.6
	6.5
	2.1
	15.7


Sources: Russian Federal Service for Military and Technical Cooperation, www.inflationdata.com, CAST calculations.
Foreign currency revenue from export contracts
Figures of revenues from arms exports contracts are announced by Russian officials only occasionally. According to the information at our disposal, these figures are always higher than the dollar value of the actual deliveries made during the reported period (Figure 1.3).
Figure 1.3. Foreign currency revenue from Russian arms exports, million USD in current prices
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	2005
	2006
	2007
	2008
	2009
	2010

	Foreign currency revenue
	n/a
	8,000
	n/a
	n/a
	8,800
	n/a

	Actual deliveries
	6,126
	6,460
	7,550
	8,350
	8,500
	10,000


Sources: Russian Federal Service for Military and Technical Cooperation, Rosoboronexport.
Value of contracts signed
Information about the value of arms exports contracts signed during the year appears quite seldom. But it can be calculated with a certain degree of precision based on the worth of the overall arms exports portfolio (that information is published much more frequently in the media) and the worth of the deliveries made during the reported year. To illustrate, the worth of the contracts signed in 2007 equals the overall arms exports portfolio as of the end of 2007 minus the 2006 portfolio plus the 2007 deliveries.
Figure 1.4. Russian arms exports portfolio, billion USD in current prices
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	2007
	2008
	2009
	2010

	Contracts signed during the year
	11.5*
	9.9*
	15.5*
	18.0*

	Overall portfolio by year end
	31.5*
	33.0
	40.0
	48.0


* - CAST estimates. Rosoboronexport official data is also used in these estimates (see below).
Sources: Russian Federal Service for Military and Technical Cooperation, Rosoboronexport, CAST estimates.
In any discussion about the contracts, a distinction must be made between Russia’s overall arms exports portfolio and the ROE portfolio (as well as between overall contracts signed and ROE contracts signed during the reported period). The ROE figures are, or course, lower than the overall exports. The difference is made of contracts signed prior to 2007 bypassing ROE (MiG, KBP, KBM and NPOmash), deliveries on which still continue in some cases, contracts signed by BrahMos Aerospace joint venture, and the spare parts contracts signed by independent supplies.
Figure 1.5. Rosoboronexport portfolio, billion USD in current prices
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	2007
	2008
	2009
	2010

	Contracts signed by ROE during the year
	11.0
	9.4
	15.0
	13.1*

	ROE portfolio by year end
	23.7*
	26.4
	34.0
	38.5


* - CAST estimates.

Sources: Rosoboronexport, CAST estimates.
Arms exports and total Russian exports
Figure 1.6 illustrates that the share of arms sales in the overall Russian exports is quite small.
Figure 1.6. Russia’s total exports and share of arms exports
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	2005
	2006
	2007
	2008
	2009
	2010

	Russia’s total exports, billion USD in current prices
	243.6
	303.9
	354.4
	471.6
	303.4
	400.0

	Share of arms exports, %
	2.52
	2.13
	2.13
	1.77
	2.80
	2.50


Sources: Russian Federal State Statistics Service, CAST calculations.
� BrahMos is NPOmash's main export project. The joint venture develops and manufactures various versions of the eponymous anti-ship missile.
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