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I. Introduction

This appendix presents the latest SIPRI military expenditure data for the years
2000-2009. The principal regional trends and trends among major spenders
are described in section II, along with a discussion of how China’s military
spending can best be estimated. Section III explains SIPRI’s sources and
methods, and contains tables with the complete data series for 2000-2009.

I1. Regional trends and major spenders

Boxes 5A.1-5A.6 highlight the significant trends in regional military spending
and the world’s top 15 military spenders in 2009 are listed in table 5A.1. These
15 countries accounted for 82 per cent of world military spending, with the
top 5 accounting for 61 per cent, slightly higher shares than in 2008. The
United States accounted for by far the largest share, 43 per cent—far ahead of
China, which cemented its position as the second largest spender, with France,
the United Kingdom and Russia some way behind. The small increase in the US
share (from 41 per cent in 2008) is due to the appreciation of the US dollar in
2009. The identities of the top 15 spenders have remained the same since 2007,
although the rankings below the top 5 changed somewhat in 2009, with Euro-
pean countries slipping down the rankings—due to a combination of currency
changes and relative changes in actual spending levels (indeed in some cases
despite increases in currency values against the dollar).

It is striking that 14 of the top 15 countries—the exception being Italy—
increased their spending in 2009. For Japan and Germany, this represents a
reversal—at least temporary—of a generally falling trend over the decade.

* Contribution of military expenditure data, estimates and advice are gratefully acknow-
ledged from Julian Cooper (Centre for Russian and East European Studies, University of
Birmingham), David Darchiashvili (Center for Civil-Military Relations and Security
Studies, Tbilisi), Dimitar Dimitrov (University of National and World Economy, Sofia),
Paul Dunne (University of the West of England, Bristol), Ifiigo Guevara y Moyano
(Colectivo de Anadlisis de la Seguridad con Democracia, Querétaro), Iduvina Hernandez
(Asociacion para el estudio y la promocion de la seguridad en democracia, Guatemala
City), Nazir Kamal (United Nations, New York), Pavan Nair (Jagruti Seva Sanstha,
Pune), Elina Noor (Institute of Strategic and International Studies Malaysia, Kuala
Lumpur), Pere Ortega (Centre d’Estudis per la Pau J. M. Delas, Barcelona), Tamara
Pataraia (Caucasus Institute for Peace, Democracy and Development, Tbilisi), Thomas
Scheetz (Lincoln University College, Buenos Aires), Ron Smith (Birkbeck College,
London) and Ozren Zunec (University of Zagreb).
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Box 5A.1. World trends in military expenditure

* Estimated total world military expenditure in 2009 was $1531 billion (at current
prices).

* Spending increased by 5.9 per cent in real terms over 2008 and by 49 per cent
compared to 2000.

e The USA’s real-terms increase of $47 billion accounts for 54 per cent of the world
increase.

* Spending increased in all regions and subregions except the Middle East.

* The region with fastest real-terms increase in 2009 was Asia and Oceania, at 8.9 per
cent.

* The subregion with fastest real-terms increase in 2009 was South Asia, at 10.9 per cent.

* The global financial crisis and economic recession have had little impact on world
military expenditure.

While the majority of countries worldwide also increased their spending, the
proportion of countries with falling spending is much higher outside the top
spenders. This may mainly reflect the fact that these larger economies are
better able to withstand the effects of the economic crisis, as they are more able
than smaller economies to sustain very high deficits to stimulate the economyj;
another factor may be the desire of many of the major spenders to maintain
their quest for global and regional influence. China and India continued their
rapid increase of recent years, the USA increased at its fastest rate since 2004,
and Australia, Brazil and the UK also accelerated their growth in military
spending. Russia however increased its spending by just 4.7 per cent, much
more slowly than in recent years, mostly due to the financial crisis. Saudi
Arabia’s growth rate also slowed, most likely due to the fall in oil prices in
2009. The growth rates of France, Japan, Germany and Spain were small, in
line with previous trends. Canada and South Korea’s increases were also in line
with recent trends.

The shares of gross domestic product (GDP) devoted to military spending
(the military burden) on the part of the major spenders varies considerably,
from just 0.9 per cent in the case of Japan to 8.2 per cent for Saudi Arabia.
However, only 4 of the top 15 spenders—Saudi Arabia, the USA, Russia and
South Korea—have military burdens above the global average of 2.7 per cent.

The ranking of the top military spenders depends on the exchange rate used
to convert national military expenditure figures into US dollars. STPRI uses
market exchange rates (MERs). These rates are determined by the supply of
and demand for currencies used in international transactions and do not always
accurately reflect differences in price levels between countries. An alternative
would be to use GDP-based purchasing power parity (PPP) exchange rates,
which seek to control for differences in price levels in order to provide a meas-
ure of the real purchasing power of the GDP of each country. Using PPP rates
would give a very different picture of the top 15 spenders.! While the USA and

L The conversion to PPP is based on the relative PPP to MER exchange rates for 2008 implicit in
World Bank, World Development Report 2010: Development and Climate Change (World Bank:
Washington, DC, 2009).
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Table 5A.1. The 15 countries with the highest military expenditure in 2009

Spending figures are in US$, at current prices and exchange rates.

Spending Change, Spending Share of GDP, World

Rank Country $b.) 2000-2009 (%) per capita ($) 2008 (%)? share (%)

1 TUSA 661 75.8 2100 4.3 43

2 China [100] 217 [74.6] [2.0] [6.6]

3  France 63.9 7.4 1026 2.3 4.2

4 UK 58.3 28.1 946 2.5 3.8

5 Russia [53.3] 105 [378] [3.5] [3.5]
Sub-total top 5 937 61

6 Japan 51.0 -1.3 401 0.9 3.3

7  Germany 45.6 -6.7 555 1.3 3.0

8  Saudi Arabia® 413 66.9 1603 8.2 2.7

9 India 36.3 67.3 30.4 2.6 2.4
10 TItaly 35.8 -13.3 598 1.7 2.3
Sub-total top 10 1147 75
11  Brazil 26.1 38.7 135 1.5 1.7
12 South Korea 241 48.2 499 2.8 1.6
13 Canada 19.2 48.8 568 1.3 1.3
14  Australia 19.0 50.2 892 1.8 1.2
15 Spain 18.3 34.4 408 1.2 1.2
Sub-total top 15 1254 82
World 1531 49.2 224 2.7 100

[] = estimated figure; GDP = gross domestic product.

% The figures for national military expenditure as a share of GDP are for 2008, the most
recent year for which GDP data is available.

b The figures for Saudi Arabia include expenditure for public order and safety and might be
slight overestimates.
Sources: SIPRI Military Expenditure Database, <http://www.sipri.org/databases/milex/>; and
United Nations Population Fund (UNFPA), State of World Population 2009: Facing a Changing
World—Women, Climate and Population (UNFPA: New York, 2009), p. 91.

China would remain very clearly the top 2, the ratio between US and Chinese
military spending would decrease from 6.6:1 to 3.2:1. The next three biggest
spenders would be India, Russia and Saudi Arabia. Turkey and Colombia would
enter the top 15, replacing Australia and Canada.?

In general, the effect of using PPP rates is to increase the relative size of
expenditure figures of developing and transition economies. For those such
countries for which data was available for 2008, the median increase in mili-
tary expenditure figures from using PPP rates instead of MERs was around a
factor of 2. Three-quarters of these countries would see their relative figures
increase by at least two-thirds. Meanwhile, using PPP rates would cause the
GDP and military expenditure figures of most ‘developed’ countries to fall

2 Iran should almost certainly be in the top 15 measured by PPP, in place of Colombia, but data for
Iran’s military spending in 2009 was unavailable.
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Box 5A.2. Trends in military spending in Africa

* Estimated total military expenditure in Africa in 2009 was $27.4 billion ($10.0 billion in
North Africa and $17.4 billion in sub-Saharan Africa).

* Spending increased by 6.5 per cent in real terms over 2008 (7.7 per cent in North Africa
and 5.1 per cent in sub-Saharan Africa) and by 62 per cent compared to 2000 (107 per
cent in North Africa and 42 per cent in sub-Saharan Africa).

* The regional increase was partially offset by a substantial fall in Chad, from an
unprecedented high level in 2008, due to oil revenues.

* The trend in Africa is overwhelmingly determined by five major-spending countries:
Algeria, Angola, Morocco, Nigeria and South Africa.

* Increases in 2009 by these major spenders continue longer-term trends: over the
decade 2000-2009 military spending rose in real terms by 127 per cent in Morocco, 105
per cent in Algeria, 101 per cent in Nigeria, 53 per cent in South Africa and 40 per cent
in Angola.

* Oil and gas revenues are a significant factor behind the spending in many countries.

Note: Estimates for Africa and its subregions in 2009 are uncertain due to missing data for
some countries.

Box 5A.3. Trends in military spending in the Americas

* Estimated total military expenditure in the Americas in 2009 was $738 billion
($5.6 billion in Central America and the Caribbean, $680 billion in North America and
$51.8 billion in South America).

* Spending increased by 7.6 per cent in real terms over 2008 (9.7 per cent in Central
America and the Caribbean, 7.6 per cent in North America and 7.6 per cent in South
America), and by 72 per cent compared to 2000 (28 per cent in Central America and the
Caribbean, 75 per cent in North America and 48 per cent in South America).

® In North America, the USA spent $661 billion (an increase of 7.7 per cent) and Canada
$19.2 billion (an increase of 6.6 per cent).

¢ Almost all of the increase in Central America and the Caribbean was due to the 11 per
cent rise by Mexico, the result of increasing drug-related violence.

¢ Expenditure in South America increased despite a fall in GDP due to the economic
crisis.

¢ The largest absolute real-terms increase in South America was in Brazil ($3.8 billion),
and the largest relative increases in Uruguay (24 per cent), Ecuador (18 per cent), Brazil
(16 per cent) and Colombia (11 per cent).

¢ The largest percentage decrease was made by Venezuela, where spending fell by 25 per
cent.

relative to the USA, by a median rate of 17 per cent—reflecting the low value of
the US dollar at market exchange rates in 2008.

PPP rates better represent the volume of goods and services that can be pur-
chased with a given sum of money in each country than do MERs. GDP-based
PPP exchange rates are estimates based on statistical surveys of price data for a
basket of goods and services that are major components of the GDP, including
both traded and non-traded items. While they measure the volume of goods
and services purchasable in the general economy of each country, this does not
mean that they are a better measure than MERs of the volume of military goods
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Box 5A.4. Trends in military spending in Asia and Oceania

* Estimated total military expenditure in Asia and Oceania in 2009 was $276 billion ($210
billion in East Asia, $44.0 billion in South Asia and $20.4 billion in Oceania).

* Spending increased by 8.9 per cent in real terms over 2008 (8.6 per cent in East Asia,
11 per cent in South Asia and 8.2 per cent in Oceania) and by 67 per cent compared to
2000 (71 per cent in East Asia, 57 per cent in South Asia and 47 per cent in Oceania).

* China accounted for most of the Asian and East Asian increases in 2009, with an
increase of 15 per cent.

* The largest relative real increases in East Asia in 2009 were in Taiwan (19 per cent),
Thailand (19 per cent) and Timor-Leste (54 per cent).

* The increase in Oceania in 2009 was almost all due to Australia.

* Most of the increase in South Asia was due to India (13 per cent), but Afghanistan also
had a big increase (19 per cent).

Box 5A.5. Trends in military spending in Europe

* Estimated total military expenditure in Europe in 2009 was $386 billion ($60 billion in
Eastern Europe and $326 billion in Western and Central Europe).

* Spending increased by 2.7 per cent in real terms over 2008 (2.6 per cent in Eastern
Europe and 2.8 per cent in Western and Central Europe), and by 16 per cent compared
to 2000 (108 per cent in Eastern Europe and 6.6 per cent in Western and Central
Europe).

¢ The increase in Eastern Europe was much smaller than in previous years, largely due to
the economic crisis.

® The largest absolute increases (in constant 2008 prices) were in the UK ($3.7 billion),
Turkey ($2.9 billion) and Russia ($2.7 billion).

® The largest relative increases in real terms were in Cyprus (21 per cent), Turkey (18 per
cent), the Former Yugoslav Republic of Macedonia (18 per cent) and Belarus (17 per
cent).

¢ The largest relative real decrease was in Georgia (39 per cent), from exceptionally high
levels in 2008 due to the conflict with Russia in South Ossetia. There were also large
falls in Moldova (25 per cent) and Montenegro (19 per cent).

and services that may be obtained. In particular, PPP rates are unlikely to
reflect the relative costs of advanced weapons technology and systems in each
country. In addition, as PPP rates are estimates, they are less reliable than
MERs. Thus, SIPRI uses market exchange rates to convert military expend-
iture data into US dollars, despite their limitations.®

Estimating China’s military spending

In its estimates of Chinese military expenditure, SIPRI seeks to take into
account a number of sources of military expenditure outside the official
defence budget. Such sources of military expenditure include funding from
other central government ministries (some of which is publicly available, some

3 On the issues involved in international comparison and currency conversion and the use of PPP
rates see Ward, M., ‘International comparisons of military expenditures: issues and challenges of
using purchasing power parities’, SIPRI Yearbook 2006.
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Box 5A.6. Trends in military spending in the Middle East

* Estimated total military expenditure in the Middle East in 2009 was $103 billion.

* The lack of data for some countries makes the figures for Middle East highly uncertain;
it is not possible to conclude with certainty if total spending increased or decreased in
2009.

* Between 2000 and 2009 spending increased by 40 per cent in real terms.

* The largest relative real increases in 2009 were in Lebanon (20 per cent), Bahrain
(11 per cent), Jordan (11 per cent) and Syria (8.7 per cent).

* The largest relative decreases were in Iraq (28 per cent) and Oman (13 per cent).

¢ The fall in oil prices in 2009 severely affected the revenues of regional oil producers.

of which is not), funding from local government and funding from internal
People’s Liberation Army (PLA) sources—the latter probably represents a
much smaller share of the total than in the past. SIPRI’s estimate of China’s
military spending is based on a methodology used in a study published in SIPRI
Yearbook 1999, which provides estimates of Chinese military spending from
1989 to 1998, based on both the official defence budget and data and estimates
for a number of items outside the budget (see below).* Since then, STPRI has
produced estimates for Chinese military spending assuming, in most cases, a
rate of change in these additional items equal to that of the official budget, with
two exceptions. First, the earnings of the PLA from its commercial activities
are assumed to have declined steadily since 1999, as a policy of divestment from
such activities has been followed. Second, the rate of change in spending on
arms imports and in PLA earnings from arms exports are assumed to have
followed the rate of change of China’s arms imports and exports as measured
by the SIPRI Trend Indicator Value (TIV).5

For the current edition of the SIPRI Yearbook and in the SIPRI Military
Expenditure Database, STPRI has updated its estimates for China for the years
1997-2009 using additional data from various editions of the China Public
Finance Yearbook and the China Statistical Yearbook. This has allowed pre-
vious estimates of some elements of the total figure for Chinese military spend-
ing to be replaced with actual expenditure data and some other estimates to be
improved. However, the previous methodology, in terms of the items included
in the total and the approach to estimating those items for which actual
expenditure data is not available, remains unchanged.

This exercise has resulted in surprisingly small changes in the total estimate
for Chinese military spending; for each year, the change is less than 1 per cent
of the total, in most years much less. This reflects increases in figures for some
items compared to previous estimates, but decreases in others.

The items outside the official defence budget that are included in the esti-
mate are: (a) central and local government spending on the paramilitary
People’s Armed Police (PAP); (b) soldiers’ demobilization and retirement pay-
ments from the Ministry of Civil Affairs; (¢) subsidies to the arms industry;
(d) additional military research and development (R&D) funding by civilian

4 Wang, S., ‘The military expenditure of China, 1989-98’, SIPRI Yearbook 1999.
5 For the definition of the TIV see appendix 7A in this volume.
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government ministries; (e) additional military construction expenses; (f) Chi-
nese arms imports; (g) a share of revenue from Chinese arms exports; and
(h) residual military-owned enterprises. Estimates for items d, f, g and h are
unchanged; estimates for items a and b have been updated with actual expend-
iture figures (with estimates for recent years based on the rate of change of the
official budget); estimates for item c—subsidies to the arms industry—have been
updated based on a share of the total budget for industrial subsidies (with fur-
ther estimates for 2007-2009 based on the average rate of decline of this figure
in previous years); and estimates for item e—additional military construction—
have been updated based on a share of the government’s capital infrastructure
budget (with further estimates for 2007-2009 based on the rate of change of
the official defence budget).

The resulting SIPRI estimates for Chinese military spending come to roughly
1.4-1.5 times the official defence budget for most years. SIPRI’s current esti-
mate for R&D spending is quite high, suggesting a share of R&D in overall mili-
tary spending close to that of the USA, and considerably higher than for major
European arms producers. In contrast, SIPRI estimates do not at present
include estimates for local government funding of the PLA.

A 2006 report by the US-China Policy Foundation, based on a analysis of
available Chinese-language sources, broadly concurs with the list of items
included by SIPRI, but also adds various forms of funding to the PLA from local
government, as well as some higher education expenses for PLA officers and
compensation for disaster relief activities.® The report concludes, however,
that there is not at present enough information to make a reasonable estimate
of total Chinese defence-related spending.

While details of some elements of Chinese military spending outside the
official defence budget are publicly available (such as the PAP budget) others—
most importantly R&D spending—are not, and can at present only be the
subject of educated guesswork. Further research based on publicly available
Chinese-language sources could provide improved estimates, but without
greater transparency on the part of the Chinese Government, a completely
accurate figure is not currently possible.

I11. Tables of military expenditure

Table 5A.2 presents military expenditure by region, by certain international
organizations and by income group for the period 2000-2009 in US dollars at
constant (2008) prices and exchange rates, and also for 2009 in current US
dollars. Military expenditure by individual countries is presented in table 5A.3
in local currency at current prices for the period 2000-2009 and in table 5A.4
in US dollars at constant (2008) prices and exchange rates for the period 2000-
2009 and for 2009 in current US dollars. Table 5A.5 presents military expend-
iture for the period 2000-2008 as a percentage of countries’ gross domestic

6 Blasko, D. J. et al., ‘Defense-related spending in China: a preliminary analysis and comparison
with American equivalents’, United States-China Policy Foundation, Nov. 2006, <http://www.uscpf.
org/v2/defensestudies.html>.
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product. Notes and explanations of the conventions used appear below
table 5A.5.

Conversion to constant US dollars has been made using market exchange
rates for all countries. As the base year for conversion to constant US dollars
has been changed to 2008, the figures in table 5A.4 are substantially different
from those in SIPRI Yearbook 2009, where the base year 2005 was used. The
effects of the change of base year are twofold. First, as is usually the case,
adopting a later base year tends to increase most figures due to the effects of
inflation between 2005 and 2008. Second, there were significant exchange rate
changes between 2005 and 2008, with the US dollar falling against a majority
of world currencies, including a significant fall against the euro, the Chinese
yuan and the Japanese yen (but not the British pound). This has increased the
relative size of the constant dollar figures of those countries whose currency
has risen against the dollar. Conversely, the rise of the dollar against most cur-
rencies in 2009 means that, unusually, the current dollar figures for 2009
shown in the last column of tables 5A.2 and 5A.4 are generally lower than the
constant (2008) dollar figures for the same year. This includes the figure for the
world total in table 5A.2. Caution should therefore be exercised in comparing
the current and constant dollar figures for 2009.

The data in local currency at current prices is presented on a financial year
basis, while all other data is presented on a calendar year basis. Those countries
with financial years that do not coincide with calendar years are indicated in
table 5A.3. In all but one such case, the current price local currency figure
shown for a given year is for the financial year beginning in that calendar year.
For example, the local currency figure for a financial year running from 1 July
2008 to 30 June 2009 is shown in the table as being for 2008. The exception is
the USA, where each figure is for the financial year beginning on 1 October of
the year previous to that indicated. Thus, the figure for the financial year
1 October 2008-30 September 2009 is listed under 2009. A few countries have
changed their financial year during the period 2000-2009. These cases are
indicated in footnotes.

Military expenditure data from different editions of the SIPRI Yearbook
should not be combined because the data series are continuously revised and
updated. This is true in particular for the most recent years as figures for
budget allocations are replaced by figures for actual expenditure. In some cases
entire series are revised as new and better data becomes available. Revisions in
constant dollar series can also be caused by significant revisions in the eco-
nomic statistics of the International Monetary Fund (IMF) that are used for
these calculations. Changes in base years and method of currency conversion
also hinder comparison between editions. The SIPRI Military Expenditure
Database, accessible at <http://www.sipri.org/databases/milex/>, includes
consistent series dating back to 1988 for most countries. Data for the years
1950-87—published in previous editions of the SIPRI Yearbook—cannot always
be combined with the post-1987 data since SIPRI conducted a major review of
the data for many countries for the period beginning in 1988.
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The purpose of the data

The main purpose of the data on military expenditure is to provide an easily
identifiable measure of the scale of resources absorbed by the military. Military
expenditure is an ‘input’ measure, which is not directly related to the ‘output’
of military activities, such as military capability or military security. Long- and
short-term changes in military spending may be signs of a change in military
output, but interpretations of this type should be made with caution.

The purpose of the specific tables are as follows. The country data on mili-
tary expenditure in local currency at current prices (table 5A.3) is the original
data for all the other tables. This is provided to contribute to transparency and
to enable comparison with data reported in government sources and else-
where. Data in constant dollars is provided to allow for comparison over time
for individual countries (table 5A.4) and for regions, organizations and income
groups, as well as for the world total (table 5A.2). Data in current dollars for the
most recent year (here 2009) is provided for the purpose of international com-
parison across countries (table 5A.4) and across regions (table 5A.2). The cur-
rent dollar figures also facilitate comparison with other economic indicators,
which are often expressed in current dollar terms. Data on military expend-
iture as a share of GDP is provided (in table 5A.5) as an indicator of the pro-
portion of a country’s resources used for military activities, that is, as an indi-
cator of the economic burden of military expenditure, also called the ‘defence
burden’ or the ‘military burden’.

The coverage of the data

The military expenditure data in tables 5A.2-5A.5 covers 164 countries for the
10-year period 2000-2009. Total military expenditure figures are calculated
for three types of country groupings—geographical region, international organ-
ization and country income group (categorized by gross national income per
capita). The coverage of each of these groupings is provided in the notes to
table 5A.2.

The definition of military expenditure

The guideline definition of military expenditure used by SIPRI includes
expenditure on the following actors and activities: (a) the armed forces,
including peacekeeping forces; (b) defence ministries and other government
agencies engaged in defence projects; (¢) paramilitary forces, when judged to
be trained and equipped for military operations; and (d) military space activ-
ities. It includes all current and capital expenditure on: (a) military and civil
personnel, including retirement pensions of military personnel and social ser-
vices for personnel; (b) operations and maintenance; (¢) procurement; (d) mili-
tary research and development; and (e) military aid (in the military expenditure
of the donor country). It does not include civil defence and current expenditure
for past military activities, such as for veterans’ benefits, demobilization, con-
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version and weapon destruction. While this definition serves as a guideline, in
practice it is often difficult to adhere to due to data limitations.

The limitations of the data

There are three main types of limitations of the data: reliability, validity and
comparability.

The main problems of reliability are due to the less than comprehensive
coverage of official military expenditure data, the lack of detailed information
on military expenditure and the lack of data on actual, rather than budgeted,
military expenditure. In many countries the official data covers only a part of
total military expenditure. Important items can be hidden under non-military
budget headings or can even be financed entirely outside the government
budget. Many such extra-budgetary and off-budget mechanisms are employed
in practice.”

The validity of expenditure data depends on the purpose for which it is used.
Since expenditure data is a measure of monetary input, its most valid use is as
an indicator of the economic resources consumed for military purposes. For
the same reason, its utility as an indicator of military strength or capability is
limited. While military expenditure does have an impact on military capability,
so do many other factors such as the balance between personnel and equip-
ment, the technological level of military equipment, and the state of mainten-
ance and repair, as well as the overall security environment in which the armed
forces are to be employed.

The comparability of the data is limited by two different types of factor: the
varying coverage (or definition) of the data and the method of currency con-
version. The coverage of official data on military expenditure varies signifi-
cantly between countries and over time for the same country. For the con-
version into a common currency, the choice of exchange rate makes a great
difference in cross-country comparisons (as discussed in section II). This is a
general problem in international comparisons of economic data and is not spe-
cific to military expenditure. However, since international comparison of mili-
tary expenditure is often a sensitive issue, it is important to bear in mind that
the interpretation of cross-country comparisons of military expenditure is
greatly influenced by the choice of exchange rate.®

7 For an overview of such mechanisms see Hendrickson, D. and Ball, N., Off-budget Military
Expenditure and Revenue: Issues and Policy Perspectives for Donors, Conflict, Security and Develop-
ment Group (CSDG) Occasional Papers no. 1 (King’s College: London, Jan. 2002).

8 For comprehensive overviews of the conceptual problems and sources of uncertainty involved
in military expenditure data sets see e.g. Brzoska, M., ‘World military expenditures’, eds K. Hartley
and T. Sandler, Handbook of Defense Economics, vol. 1 (North-Holland: Amsterdam, 1995); and Ball,
N., ‘Measuring third world security expenditure: a research note’, World Development, vol. 12, no. 2
(Feb. 1984). On African countries see Omitoogun, W., Military Expenditure Data in Africa: A Survey
of Cameroon, Ethiopia, Ghana, Kenya, Nigeria and Uganda, SIPRI Research Report no. 17 (Oxford
University Press: Oxford, 2003).
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Methods

SIPRI data is based on open sources and reflects the official data reported by
governments. However, the official data does not always conform to the SIPRI
definition of military expenditure. Nor is it always possible to recalculate data
according to the definition, since this would require detailed information about
what is included in the official defence budgets and about extra-budgetary and
off-budget military expenditure items. In many cases SIPRI is confined to using
the data provided by governments, regardless of definition. If several data
series are available, which is often the case, SIPRI chooses the data series that
corresponds most closely to the SIPRI definition of military expenditure.
Nevertheless, priority is given to choosing a uniform time series for each coun-
try, in order to achieve consistency over time, rather than to adjusting the
figures for individual years according to a common definition. In addition, esti-
mates have to be made in specific cases.

Estimation

Estimates of military expenditure are predominantly made when the coverage
of official data diverges significantly from the SIPRI definition or when no com-
plete consistent time series is available. In the first case, estimates are made on
the basis of an analysis of primarily official government budget and expend-
iture accounts. The most comprehensive estimates of this type are for China
and Russia, which have been presented in detail in previous editions of the
SIPRI Yearbook.’ In the second case, when only incomplete times series are
available, the figures from the data series which corresponds most closely to
the SIPRI definition are used for the years covered by that series. Figures for
the missing years are then estimated by applying the percentage change
between years in an alternative series to the data in the first series, in order to
achieve consistency over time.

All estimates are based on official government data or other empirical evi-
dence from open sources. Thus, no estimates are made for countries that do not
release any official data, and no figures are displayed for these countries.

SIPRI estimates are presented in square brackets in the tables. Round
brackets are used when data is uncertain for reasons beyond SIPRI’s control,
for example, when the data is based on a source of uncertain reliability and in
cases when data expressed in constant dollars or as shares of GDP is uncertain
due to uncertain economic data.

The data for the most recent years includes two types of estimate, which
apply to all countries. First, figures for the most recent years are for adopted
budget, budget estimates or revised estimates, the majority of which will be
revised in subsequent years. Second, in table 5A.4 the deflator used for the final
year in the series is an estimate based on part of a year or as provided by the
IMF. Unless exceptional uncertainty is involved, these estimates are not
bracketed.

9 Cooper, J., ‘The military expenditure of the USSR and the Russian Federation, 1987-97’, SIPRI
Yearbook 1998; and Wang (note 4). On China see also section II above.
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The totals for the world, regions, organizations and income groups in
table 5A.2 are estimates because data is not available for all countries in all
years. In cases where data for a country is missing at the beginning or end of
the series, these estimates are made on the assumption that the rate of change
for that country is the same as the average for the region to which it belongs. In
cases where data is missing in the middle of the series, the estimates are made
on the assumption of an even trend between the end values. When no estimate
can be made, countries are excluded from all totals.

Calculations

The original country data is provided in local currency at current prices
(table 5A.3). This is shown on a financial year basis, in contrast to previous
editions of the SIPRI Yearbook, when these figures were shown on a calendar
year basis. This change has been made to allow a direct comparison between
SIPRI data and primary source documents, such as national budgets.

Figures in constant US dollars and as a share of GDP (tables 5A.4 and 5A.5)
are displayed on a calendar year basis, which makes it necessary to convert
financial year figures to calendar year figures for those countries where there
financial and calendar years differ. These calculations are made on the
assumption of an even rate of expenditure throughout the financial year. Local
currency data is then converted to US dollars at constant prices and exchange
rates (table 5A.3) using the national consumer prices index (CPI) for the
respective country and the annual average market exchange rate. The use of
CPIs as deflators means that the trend in the SIPRI military expenditure for
each country (in constant dollars) reflects the real change in its purchasing
power for country-typical baskets of civilian consumer goods.*°

Sources

The sources for military expenditure data are, in order of priority: (@) primary
sources, that is, official data provided by national governments, either in their
official publications or in response to questionnaires; (b) secondary sources
which quote primary data; and (¢) other secondary sources.

The first category consists of national budget documents, defence white
papers and public finance statistics as well as responses to a SIPRI question-
naire that is sent out annually to the finance and defence ministries, central
banks, and national statistical offices of the countries in the SIPRI Military
Expenditure Database (see appendix 5B). It also includes government
responses to questionnaires about military expenditure sent out by the United
Nations and, if made available by the countries themselves, the Organization
for Security and Co-operation in Europe (OSCE).

10 A military-specific deflator is a more appropriate choice for the purpose of measuring pur-
chasing power in terms of the amount of military personnel, goods and services that could be bought
for the military expenditure. However, military-specific deflators are not available for most coun-
tries.
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The second category includes international statistics, such as those of the
North Atlantic Treaty Organization (NATO) and the IMF. The data for the 16
pre-1999 NATO member states has traditionally been taken from military
expenditure statistics published in a number of NATO sources. The intro-
duction by NATO of a new definition of military expenditure in 2005 has made
it necessary to rely on other sources for some NATO countries for the most
recent years. The data for many developing countries is taken from the IMF’s
Government Finance Statistics Yearbook, which provides a defence heading for
most IMF member countries, and from country reports by IMF staff. This cate-
gory also includes publications of other organizations that provide references
to the primary sources used, such as the Country Reports of the Economist
Intelligence Unit.

The third category of sources consists of specialist journals and newspapers.

The main sources for economic data are the publications of the IMF: Inter-
national Financial Statistics, World Economic Outlook and country reports by
IMF staff.
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