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REPORT ON THE SECURI TY NEEDS OF LATI N AMERI CA AND THE | MPACT
OF LIFTING THE EXI STING U. S. BAN ON H GH TECHNOLOGY SALES TO
THE REGQ ON

The report submtted to the House of Representatives by
the Committee on Appropriations and in association with the
Forei gn Operations, Export Financing, and Rel ated Prograns
Appropriations Bill of 1998 directs the Secretary of State
in consultation with the Secretary of Defense, to provide a
one-time report detailing the security needs in Latin
America and the inpact of lifting the existing U .S. ban on
hi gh technol ogy sales to the region

SUMVARY

The President announced his policy |ast August for
advanced U.S. arns transfers to Latin Anerica. This policy
i s based on case-by-case review for arns transfer requests
to that region. The policy will be inplemented within a
context which serves to pronmpote stability, restraint, and
cooperation in the region

For nost of the last twenty years, it has been the
practice of the United States not to export advanced arms to
Latin Arerica. This is not to say that the U S. CGovernnent
had banned the sale or transfer of high-tech or other
mlitary equipnent to Latin Anerica. It did, however, have
a policy towards Latin Anerica that devel oped as a result of
the regional situation marked by authoritarian mlitary
governnment, systematic human rights abuses and inter-state
tensi ons which did not support the transfer of advanced
weapons to the region. Over time, a series of country-
specific policies, such as that proscribing advanced arns
transfers to the mlitary Governnents of Chile and Argentina
(in the 70's and 80’s), was expanded to presune the denial
of advanced systens, particularly fighter aircraft and
m ssiles. Additionally, the |ong—standing enbargo on all
econom c activity with Cuba continues.

In the | ast decade, however, Latin Anerica has changed
dramatically froma region domnated by mlitary governments
to one where el ected governnments and civilian control of
mlitaries predomnate. As a result, the prevailing
atmosphere in Latin Arerica is one of inproved regional
political cooperation, economc reformand integration, and
i ncreased defense cooperation. Accordingly, our partnership
with Latin Anerican countries has reached a new | evel of
maturity, cooperation, and dial ogue. As their denocracies
strengthen and their econonies grow, the governnents of some
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Latin Amrerican countries are now addressing the
nmoder ni zation of their mlitary inventories.

The recent review of U S. security policy in Latin
Anerica concluded that it is in the United States’ nationa
security interest to assist countries in this hem sphere to
noderni ze and restructure their defense establishments
responsi bly and with restraint. The U S. government w ||
consi der requests from appropriate civilian government
officials for advanced conventional arnms to nodernize agi ng
and obsol ete systens while taking into account our primary
security goals for the region

1) enhance denocracy, including civilian control of the
mlitary;

2) encourage countries in the region to concentrate their
resources on econom c and soci al devel opnent;

3) prevent the proliferation of weapons of nass destruction
or an arns race, and foster regional stability,
transparency, and confi dence-buil di ng;

4) pronote responsi bl e decisions by countries in the region
so that defense nodernization addresses |egitinmte defense
needs w thin reasonabl e econom ¢ paraneters, and

5) work with suppliers of sophisticated mlitary equi prment
to ensure that their actions support the foregoing goals.

The governnments of many of the countries in Latin
America confront many deci sions about nodernizing their
mlitary institutions, strategies, and force structures. Qur
goal is for these decisions to pronote denocracy, stability
and security in the region, not underm ne them As expected
after years of over-due nodernization for obsol ete and
obsol escent defense equi pnment, sone of these decisions have
led to requests for purchasing new mlitary equi prment,

i ncl udi ng advanced fighter aircraft.

Restraint remains the fundanmental principle of U S
arnms transfer policy in this region and worl dw de, but
restraint does not equal a ban

Restraint nmeans that the U S. will be very careful and
cautious in considering requests, so as to ensure that a
sale will serve our overall goals. W do not believe that

nmodest noderni zati on of defense forces by civilian | eaders
|l eads to an arns race. Quite the contrary, we believe that
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nmoder n, nodest defense structures and professional mlitary
forces are essential underpinnings of denocracy.

The U.S. will pronote transparency and di al ogue anong
countries of the region to provide a framework w thin which
nmoder ni zati on decisions will take place and provide nonmentum
to regional security and confidence-building efforts. To
this end, the U S wll support hem spheric arrangenents to
establi sh standards of transparency, and pronote regional
restraint arrangenents anong nei ghboring states. The U S
wi |l al so encourage the governnents of Latin Anmerica to
focus noderni zati on on defense ni ssions now appropriate to
the region, in particular: participation in rultinational
peacekeepi ng operations, support of civilian authority,
counter-narcotics in support of |aw enforcenent,
humani tari an assi stance m ssi ons.

The U.S. also wishes to build and maintain close
mlitary—to—nilitary ties in the region. Wthin the context
of the goals outlined above, the U S. is prepared to help
governments of Latin Anerica to nodernize their institutions
and forces to facilitate inter—eperability with the United
States. As countries consider options for nodernizing
equi pnent and capabilities, we believe that further policy
di al ogue, both bilateral and nultilateral, will help ensure
t hat such noderni zati on deci si ons support the goals
descri bed above.

OTHER SI GNI FI CANT | SSUES
Preservi ng Regi onal Bal ance

The U. S. governnent is actively seeking to preserve
regi onal balances of mlitary forces in the Latin America
region. This can be acconplished by di scouragi ng arns
races, limting arns sales to the region that in our view
woul d be destabilizing or create significant inbalance, and
by assisting di sadvantaged nations to devel op defensive
strategies to counter external threats. Nonethel ess, sone
Latin American governnents are facing obsol escence of aging
weapons systens and wi Il purchase advanced repl acenents from
the U S. or other foreign suppliers. In nost cases this
will be a one—<for—ene, or | ess than one-for-one substitution and
will not lead to increases in the size of the arned
forces.

The U.S. governnent is also commtted to pronoting
conflict prevention and resolution, and confidence and
security building neasures (CSBM and arns control neasures
whi ch support regional stability, deter human rights
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viol ations, and pronote other U S. foreign policy objectives
such as the expansion of denocracy.

Agi ng Inventories

Al t hough sonme Latin Anerican countries have a few
advanced aircraft and mssile systens (for exanple, Peru has
Russi an M G29s and Russi an AA-1l m ssiles) nost have ol der
1950s and 1960s era systens. For example, Chile presently
uses A-37 and F-5E aircraft, Argentina uses Mrage S and
Brazil uses F-5E aircraft. In addition, Ecuador uses Mrage
F1, Jaguar and Kfir C2s.

A der systens which are no | onger manufactured require
i ncreasi ng mai ntenance to ensure safe and reliable
operation. For exanple, as the worldw de pool of ol der
aircraft in countries’ mlitary inventories dimnishes with
time, economes of scale for providing maintenance services
decrease, driving up maintenance costs. Many Latin Anerican
countries are now experiencing a cost-effectiveness dil emma
whi ch conpels themto consider purchasing newer systens.

In addition, advanced fighter/attack aircraft available
on the world market (both U S. and foreign) are nore capabl e
than older aircraft such as the F-5 and A-37. Thus, Latin
Ameri can governnents are coming to the realization that the
deterrence value of their aging aircraft and air-to—air
m ssile systens continually depreciates as new systens are
introduced to the region. This increasingly notivates them
to noderni ze their forces.

I npact on U. S. Defense Industrial Base

Unil ateral arns enbargoes and proscriptions in a
climate of foreign conpetition result in |losses for the U S.
defense industrial base without a corresponding gain for
U S. foreign policy goals. They also result in a ceding of
i nfluence to foreign conpetitors naking these sal es.

W are conmtted to weighing the costs and benefits to
U S. national security that would result from approval or
denial of U S. arnms transfers, taking into account the
availability of conpeting foreign mlitary equi prment.

W are also actively pursuing sensible globa
multilateral restraint, an effort which has the additional
val ue of avoiding conpetitive disadvantage for U S
i ndustry.

UNCLASSI FI ED




UNCLASSI FI ED
5

U S. conmpanies are now allowed to conpete on a nore
equal basis with foreign conpetitors. At the sane tine, we
are actively pursuing discussions with foreign suppliers
when the systens they offer would provide a capability which
is not consistent with our goals for the region.

Support for Counternarcotics Efforts

The U.S. supports Latin American crinme prevention and
counternarcotics prograns. Narcotics and associated ill egal
activity continue to pose a threat to the U S.

Whil e counternarcotics efforts by Peru, Col onbia and
other Latin American nations have had an inpact on the drug
trade, continued U S. support is necessary.

The U. S. Governnent will continue to support counter-
narcotics prograns in Latin Anerica through transfer of
hel i copters, vehicles, conmunications equi pnment and
computers as well as through intelligence—sharing and
assisting in construction projects.

Counternarcotics continues to be fully supported. The
change in U S. arms transfer policy towards Latin Arerica is
not particularly relevant to the war on drugs since US-
provi ded counternarcotics support does not include advanced
weapons transfers.

For ei gn Conpetition

Foreign conpetition regarding mlitary sales to Latin
Ameri ca has grown because:

1) Sone foreign suppliers are willing to provide nore
sophi sticated high-technology than the U S. is willing to
i ntroduce into the region

2) Some foreign systens are cheaper. For exanple, used
Russian M G29 aircraft can be obtained for a | ower price and
with better financing terns than used F-16 aircraft.

Econom ¢ | ssues

The increasing GDPs of nost Latin American countries
wi || probably mean increased purchasing potential in the
area of defense spending. The total GNP of Latin Amrerica
nearly doubled from $899 billion in 1985 to $1.574 billion
in 1995. Many of the nations have enbarked on economc
reformprogranms. In large part this growh is due to
econom ¢ reform prograns underway in many Latin American
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countries which have contributed to GDP growth. A
significant portion of these econom c reforns includes
greater fiscal discipline. Latin American nations still |ag
behi nd much of the world in mlitary expenditures and spend
| ess than 2. 0% of their GDPs on their mlitaries, the | owest
percentage of any region of the world. While mlitary
expenditures increased from$17.2 billion to $26.5 billion
from 1985 to 1995, the overall percent of GNP devoted to the
mlitary has remained in the range of 1.7%to 2.0% a nodest
| evel conpared to the developed world’'s mlitary expenditure
| evel which was approximately 2.8% of GDP in 1995 and
conmpared to NATO countries which averaged about 3.0%in
1995. W do not expect defense spending as a percentage of GNP to
increase significantly in Latin Anerican countries.

EFFECTS OF THE NEW PQOLI CY

Since the policy was revised | ast August, there have
been no U S. sales or transfers of advanced aircraft, such
as F-16 ¢ Ds and F/ A-18s, or advanced air-to-air mssiles
(AVRAAM etc.), to Latin America. Nevertheless, the
President did announce on August 1, 1997 that U.S. conpanies
could participate in Chile’ s acquisition conpetition for
advanced fighter aircraft. In addition, munitions approved
for marketing in conjunction with U S. fighter aircraft
i ncl uded the Al M9M Si dewi nder, AIM 7 Sparrow and the AGW 65
Maverick m ssiles.

The President’s announcenent notwi t hstandi ng, some
Latin American countries are still hesitant to buy U S
mlitary equi pnent. They are concerned that the United
States is not a reliable supplier because of our previously
demonstrated willingness to cut off the flow of spare parts
for U S. -provided equi pment when negative political
devel opnents occurred in the receiving state.

In recent years, sone Latin American countries have
gone el sewhere to satisfy their nodernization requirenents
and may continue to do so in spite of the new U S. approach
to Latin American arns sales. For exanple, sone countries
are reportedly in the process of acquiring the Israel
PYTHON- 1V m ssile and Peru has purchased Russian M G 29
aircraft and Russian AA-11 m ssiles. Ecuador reportedly has
consi dered the purchase of Russian MG 29 aircraft.

CONCLUSI ON

The previous practice of presum ng to deny nost
requests for advanced arns transfers to Latin Arerica is no
| onger appropriate. Latin Anerican countries have nade
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tremendous strides in building denocracy, establishing
appropriate civilian control of the mlitary, ending human
rights abuses, and developing their economes. it is no

| onger appropriate not to provide our denocratic friends in
Latin Amrerica the same consideration given to our friends
and partners in other regions of the world with respect to
legitimate security and defense noderni zati on needs.

Latin American countries have denonstrated a interest
in acquiring advanced systens, and the growth of Latin
Ameri can economes in recent years has made such
acqui sitions possible. Latin Arerican mlitaries have | arge
stocks of obsol ete equi pnent that nust be replaced. U S.
arnms transfer policy is a legitimte and instrunental
foreign policy tool that can help the U S. maintain its
positive influence with the mlitaries of this hem sphere.

This is a critical period as the arnms which these
countries purchase in the next few years will affect
mlitary-to-mlitary relations with the U S. over the next
20 years. The U S. should be in a position to encourage
Latin Arerican nations with [ egitinate nodernizati on needs
to acquire U. S. hardware over foreign alternatives.

As a result of the conplex political, economc, and
di pl omatic factors that nust be considered in resolving each
case and because of the length of the arns acquisition
process, we cannot yet determ ne the effect of the
President’s policy on the volune of advanced arns transfers
to the region. However, there is no indication that Latin
American arns purchases will be beyond that which is required for
| egitimate noderni zati on of forces.
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