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OF THE UNITED STATES 

To Improve 
ing And Oversight 

Of Arms Sales 

American conventional arms exports”abroad 
have risen dramatically in the 1970s. Con- 
gress has urged restraint, and in May 1977 the 
President announced a policy of arms export 
restraint to non-industrialized nations. 

This report analyzes the implementation of 
this policy, the decisionmaking process for 
individual sales, and the congressional over- 
sight role. 

Unilateral restraint can be implemented more 
effectively. The Department of State needs 
to develop country-by-country restraint cri- 
teria and plans for major arms purchasers. 
Such criteria and plans would help change de- 
cisionmaking from a reactive to a more antic- 
ipatory process. Submission to Congress of 
such annual country plans along with pro- 
jections of purchases would also improve con- 
gressional oversight. 
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Dear Mr. Chairmen: 

This report is in response to your Committees' con- 
current requests that we examine various aspects of the 
executive branch policy and decisionmaking process for 
conventional arms transfers. 

The report contains recommendations to the Congress 
for legislative changes and to the Secretary of State for 
improving the decisionmaking process. We were unable to 
address several aspects of the request because the execu- 
tive branch denied us the necessary information. 

We anticipate wide public interest in the matters 
discussed in the report. Therefore, as arranged with your 
office, we are distributing the report to other committees 
and Members of Congress; the Departments of State, Defense, 
Commerce and the Treasury; the Arms Control and Disarmament 
Agency, and other interested parties. 
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COMPTROLLER GENERAL'S REPORT OPPORTUNITIES TO IMPROVE 
DECISIONMAKING AND OVER- 
SIGHT OF ARMS SALES 

DIGEST ------ 

The Congress has been concerned about the 
volume and sophistication of America's arms 
exports and, in May 1977, the President 
announced an arms transfer restraint policy. 
The President said that the United States 
was the leading supplier of arms to the 
world. The Arms trade is fast growing and 
very competitive. 

The policy included quantitative and quali- 
tative controls on government-to-government 
sales to all countries except our NATO 
allies, Japan, Australia, and New Zealand. 
The most visible element of the policy was 
the ceiling placed on the aggregate dollar 
value of sales to non-exempt countries in 
1978 and 1979. 

GAO's review was made at the request of the 
Senate Foreign Relations and House Foreign 
Affairs Committees and the latter's Sub- 
committee on Europe and the Middle East. 

OVERVIEW OF RESTRAINT 

* The fundamental aim of the policy, to set a 

% 

nilateral example for other countries to 
follow, has achieved world-wide attention 
and its declaratory value cannot be under- 

The evidence that the executive 
varshalled to demonstrate its 

restraint accomplishments, however, is not 
MiiZncina.. 
have not yet as=- 
This is not to repudiate 

And, OW countries simplv --.v__~ _ & z 
-in arms sales. 

executive branch 
efforts, but: 

--In addition to certain countries being 
.excluded from the annual ceilings, cer- 
tain catagories of sales were also 
excluded-- the latter totalling over 
25 percent of all sales in 1978. 

Tear Sheet. Upon removal, the report 
cover date should be noted hereon. 
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--The 1978 ceiling was ultimately achieved by 
counting portions of sales agreed to that 
year against future year ceilings, a 
practice referred to as "mortgaging the 
future". 

--Turndowns of requested sales reported to 
the Congress in 1978 included items that 
were not turned down. Actually, there 
is no standard for determining when a 
turn down occurs or a system for recording 
turndowns. Also, GAO found no evidence 
that turndowns had increased under the 
restraint policy. 

--Contrary to a central tenet of the 
restraint policy, agreements signed since 
announcement of the policy have included 
some of the most advanced weapons in the 
U.S. inventory (F-15, F-16, AWACS, TOW). 

/ Despite numerous meetings with other major arms 
suppliers, there have been no concrete achieve- 
ments toward multilateral restraint./ One of our 
principal allies increased its arms exports by 
17 percent in the year following the President's 
announcement of his restraint policy. 

GAO noted, in this regard, serious questions 
concerning the comparability of reported data 
on United States versus other countries' arms 
exports. In fact, the Central Intelligence 
Agency recently concluded that in certain 
regions, the Soviet Union, and not the United 
States, is the leading supplier of arms in 
terms of sophistication and capabilities. 
This could have important implications on 
the underpinnings of the President's restraint 
policy. 

RESTRICTIONS ON U.S. PERSONNEL 
IN FOREIGN COUNTRIES 

/ Restrictions were recently placed on the activi- 
ties of U.S. personnel stationed in foreign 
countries and overt promotion of arms by such 
personnel to the extent it has existed, has been 
curtailed. More subtle forms of incountry 
promotion--provision of professional advice, 
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opinions, suggestions, and ideas--has been 
more difficult to control .,/ U.S. diplomatic 
and military officials have expressed uncer- 
tainty over their new roles, particularlv 
(1) the conflict between the restriction 
and existing mandates to provide advice, 
(2) discerning when authorized advice 
became promotion of arms, and (3) the fact 
that current guidance is unclear on what 
can and cannot be done. 

In addition, supervisory duties placed on 
the Ambassador have not taken into consider- 
ation program size, raising questions about 
the effectiveness of Embassy supervision. 

ARMS TRANSFER DECISIONWAKING 

The State Department is in charge of the sales 
program and final recommendations for sales 
are made by the Secretary of State. Other 
agencies though--particularly the Defense 
Department-- have significant influence on 
decisions. Arms are usually contemplated 
for purchase, studied, surveyed, and related 
to U.S.-foreign country relations years 
before the official request for purchase. 
During this period, Defense is the most 
active U.S. Government entity associated 
with the proposed sale and frequently has 
set the course for ultimate approval of the 
sale. 

By the time a formal request to purchase an 
item is made, a positive momentum for approval 
has generally been established and the formal 
review process tends to be reactive. It is 
during this formal process that the State 
Department, Arms Control and Disarmament 
Agency, National Security Council, and the 
White House bring their full weight to 
bear on decisions. All are variously in- 
volved before the formal review process 
begins. 

Tear Sheet 

A curious feature of the entire review process 
is the belief among participants that the 
President or other high-level officials make 
the decision. Although this.is literally 
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true, many lower level officials individ- 
ually and collectively influence final deci- 
sions. 

CASE-BY-CASE DETERI'!Ip1ATIONS 

A United States presence in a foreign country 
produces a great deal of information on a 
country's military plans and aspirations for 
arms. But, case-by-case decisionmaking on 
individual items is the dominant feature of 
the executive branch review process of a 
foreign government's request to purchase 
arms. This is, in part, because countries 
for the most part seek to purchase arms on 
an item or system basis. It is due more, 
though, to the absence of country-by-country 
restraint criteria and planning. 

NEED FOR CRITERIA 

/ The Fresident's restraint policy is stated in 
global terms and has not yet been translated 
into the needs and realities of 1J.S. relations 
with specific purchasing countries. Although 
State recognizes that more detailed criteria 
is essential to effectively implement the 
restraint policy, it sees criteria as detract- 
ing from foreign policy flexibility 

'Y 
Thus, 

meeting the dollar value ceiling has been given 
much more attention than preparing specific 
country-by-country guidance. 

/ Individual case determinations, influenced by 
the political or military concerns of the 
moment, bear heavily on the evolving U.S. 
arms supply relationship with an individual 
country or region ./C-AC believes that/arms 
sales requests should be judged against pre- 
established country criteria 

s/ 
Guidelines in 

the form of clear statements about what the 
United States will and will not sell to each 
eligible purchaser are essential to counter- 
balance the momentum that normally develops 
behind a sales request. 

NEED FOR ANNUAL PLANS 

/ Inadequate interagency planning for military 
sales has been a continuing problem 

'/ 
TO 
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correct the problem, the executive branch 
told the Congress that planning and analysis 
would be improved by annual incountry assess- 
ments of security assistance needs. 

GAO found these annual assessments to be 
valuable tool, but that they have been usea 
simply as internal resource documents. The 
information in each assessment could be used 
as the basis for detailed review and develop- 
ment of approved courses of action for each 
key country for the following year. A coun- 
try plan would permit and encourage firm 
responses to requests prior to their actual 
submission. Such plans could serve to change 
arms sales decisionmaking from the present 
reactive process to a more anticipatory pro- 
cess-- something considered necessary by the 
State Department. 

Development of country-by-country restraint 
plans would provide the Congress with an 
integrated plan and rationale and enhance 
congressional oversight capabilities. 

RECOEIP!ENDATI@N 
TO THE: CONGRESS 

The Congress has two recurring concerns about 
its foreign military sales oversight responsi- 
bilities. 

1. It becomes involved in the decisionmaking 
process too late to have a meaningful 
impact on the outcome. 

2. The ad hoc, piecemeal nature of congres- 
sional review does not permit full con- 
sideration (country-by-country and region- 
by-region) of the total needs and extent 
of U.S. involvement. 

Several unsuccessful attempts have been 
made to overcome these concerns. GAO believes 
an annual country-by-country plan setting 
forth in detail and justifying U.S. Government 
military sales for the coming year can be 
prepared and that it is necessary for effective 
congressional oversight. 
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*-+?% cz&&&k@ 
GAO recommends thaTfc&e Congress require the 
President to submit, prior to the start of 
each fiscal year, a detailed plan for each 
nonexempt country purchasing significant 
quantities of military equipment from the 
U.S. Government. 

The plan should define the U.S. military 
supply relationship with each country and 
identify the limits on that supply rela- 
tionship b 
category. 

It+ 

specific weapon or weapons 
he plan should include: 

--an identification, with justification, of 
all major defense equipment which the 
President has approved or plans to 
approve for sale to each country during 
the year, and 

--a list of major defense equipment which 
each country is or may be interested in 
purchasing in the following 2 years. 

/// Significant changes to the plan during the 
year should also be submitted to the Congress. 1 - 1-11 IIl-fe rm*--' 

mitted with an appro- 
priate security classification. 

AGENCY COMMENTS 

The executive branch: 

--Believes that the ceiling serves as an 
important management device to insure that 
the totality of arms transfer decisions are 
looked at as the merits of individual pro- 
posed sales are assessed. 

--Stated that case-by-case review means that 
each case is examined to determine if the 
merits of a particular request fall within 
already established policy, or if there are 
unique aspects to the case which would 
warrant exceptional handling. 

--Disagreed with GAO's conclusion that the 
review process tends to build a momentum 
for positive approval, noting that the 
process requires a positive determination 
that the proposed sale contributes to the 
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promotion of U.S. security or to the secur- 
ity of our close friends. 

--Did not agree that a detailed annual plan 
for each nonexempt country would serve 
U.S. interests. The executive branch said 
that pre-established country criteria might 
adversely affect U.S. arms restraint objec- 
tives in at least two ways. 

1. The guidelines might stimulate 
interest in items which a country 
might not otherwise have sought. 

2. Perceived discrimination in the 
country-by-country guidelines 
could heighten local rivalries 
and fuel regional arms races. 

Each significant agency comment is addressed 
by the GAO in the pertinent chapter of the 
report. 
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Unlted Kingdom 486 MILLION 
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CHAPTER 1 - 

INTRODUCTION - 

International trade in arms has become one of the fast- 
est growing and most competitive global businesses. The 
extent of this growth is shown by the fact that in the past 
5 years the value of such trade equaled all worldwide arms 
trade during the preceding quarter century. This growth 
occurred despite the United Nations designation of the 
1970s as the disarmament decade. 

Of the dozens of conflicts and wars occurring since 
World War II, all were fought on Third World territory and 
primarily, and at times exclusively, with weapons imported 
from the industrialized nations. 

The President has stated that the United States is the 
leading supplier of arms to the world, accounting for nearly 
as many arms exports as all other suppliers combined. Most 
U.S. transfers are made on a government-to-government basis, 
and a large number of Government officials are involved in 
managing arms sales. 

The first large-scale transfer of American arms abroad 
was made pursuant to the Lend-Lease Act of 1941. Subse- 
quently, the Truman Doctrine, announced in 1948, authorized 
arms transfers to foreign countries to reinforce security 
commitments and promote national security. From 1948 
through the mid-1960s, most American arms were given free 
as military assistance. Because the taxpayer was footing 
the bill, there was a built-in control through the authori- 
zation and appropriation process. 

Today more than 90 percent of American arms transfers 
are government-to-government sales. This change immeasurably 
increased the difficulty of establishing effective legislative 
control over such transfers. It also, in effect, transferred 
nearly all authority over such transfers from the Congress to 
the executive branch. In recent sessions, however, the Con- 
gress has taken a number of actions to increase its oversight 
and control of such sales. 

Arms transfers in this decade have assumed increased 
importance for suppliers and recipients alike because of: 

--The emphasis placed on the transfer of highly 
sophisticated and deadly weapons. Except for 
heavy bombers and nuclear warheads, the arms 
trade includes virtually the entire spectrum 
of arms. 
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--The rapid escalation of arms transfers to 
non-industrialized countries. Developing 
nations, which receive most U.S. arms, are 
spending more for military purposes than 
for health and education together. Advanced 
weapons systems are costly; the price of a 
modern fighting ship exceeds the gross 
national product of a number of nations. 
The President recently concluded that the 
unrestrained spread of conventional weapons 
threatens the stability of every region in 
the world. 

--The number of non-industrialized nations 
producing at least some arms has grown 
significantly. This is due in large 
part to the transfer of know-how through 
coproduction and licensing agreements. 
The release of know-how is an irreversible 
decision; once released it can be neither 
taken back nor effectively controlled. 

The United States provides defense articles, military 
training, and other services through grants, credit, or for 
cash under the security assistance program. The fiscal 
year 1979 program consists of the: 

1. 

2. 

3. 

4. 

5. 

Military Assistance Program (MAP); 

International Military Education and 
Training Program; 

Foreign Military Sales Credit (FMS- 
credit) Program; 

Economic Support Fund Program lJ; and 

Foreign Military Sales Cash (FMS-cash) 
Program. 

Appendix I shows the trends and directions of U.S. 
transfers in the post-World War II period. The chart on 
page 3 presents three FMS indicators, commercial arms sales, 
and grant military assistance from 1950 to 1978. The chang- 
ing dimensions of FMS versus grant aid, shown in the aggre- 
gate here, are the basis for many issues addressed in this 
report. 

L/Formerly the Security Supporting Assistance Program. 
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WHY THE REVIEW WAS MADE -__ -~ 

In mid-1978 two congressional committees and a congres- 
sional subcommittee independently requested that we identify 
and examine the executive branch decisionmaking process for 
government-to-government conventional arms transfers. It 
was suggested that our examination include case studies and 
that we give particular attention to: 

--Roles of and relationships between executive 
agencies and divisions within agencies. 

--Implementation of the executive branch's arms 
transfer policy, including its relationship 
to the security assistance program. 

--Alternatives to current executive branch 
decisionmaking processes. 

--Ways that congressional oversight and 
control might be improved. 

SCOPE OF REVIEW 

Serious restrictions were placed on our review by the 
executive branch. We were not permitted access to a large 
number of documents related to the decisionmaking process 
and variations in that process. Many of the officials 
involved in the process were not permitted to discuss the 
details of individual decisions with us. These restrictions 
severely hampered our attempts to analyze the roles of and 
relationships between executive agencies and divisions within 
agencies. 

Notwithstanding these restrictions, we believe that we 
obtained suf*ficient documentary and oral evidence to support 
our conclusions and recommendations. 

To understand how the decisionmaking process works, we 
undertook a detailed examination of requests approved and 
disapproved since the announcement of the President‘s arms 
restraint policy in May 1977. Starting from the point that 
expressions of interest were first noticed by U.S. officials, 
we traced cases to the point that definite yes or no decisions 
were made. 

The case studies permitted us to gain a direct knowledge 
of how the process works. More importantly, they provided a 
check against which to measure the changes in the process as 
related to us by the executive branch officials we interviewed. 
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Thus, our report represents a careful synthesis of firsthand 
observations and agency officials' perceptions, which were 
compared and tested against one another at every opportunity. 

We also studied the implementation of the e. *llt.ive branch 
arms transfer policy and its relationship to the s-ity 
assistance program, the workings of the Arms Export L"ntrol 
Board, relevant legislation, and the information flow from the 
executive branch to the Congress. 

In commenting on our draft report, the Department of 
State said: 

"A brief comment is required on the method- 
ology employed. First, we do not believe that 
the analysis of selected cases adequately addres- 
sed the complex set of foreign policy concerns 
that must be assessed in each case. Second, we 
believe the specific cases chosen are not repre- 
sentative samples. The choice of cases seemed 
to reflect more the degree of public visibility 
of the proposed sales and did not take suffi- 
cient account of the special circumstances that 
frequently prevailed. In any event, we believe 
it would have been preferable to produce a 
classified report to Congress in which the 
specific aspects of each case could be dis- 
cussed, rather than one designed for public 
distribution. We greatly appreciate the 
efforts of the GAO to minimize any adverse 
foreign policy repercussions by not identify- 
ing specific items and countries. However, 
the report as it now stands is at such a level 
of abstraction that we frequently cannot 
identify the item proposed for sale or the 
country involved. This makes it difficult to 
verify the accuracy of the assertions or to 
comment on the analysis." 

The cases selected for our review included both contro- 
versial sales requests and routine follow-on sales. At the 
suggestion of the Under Secretary for Security Assistance, 
we studied turndowns, as well as approvals. In addition, 
countries selected reflected the diversity of U.S. objectives 
in selling arms. They included: a country in the Far East 
with whom the United States had close defense ties; a Latin 
American country where the United States was concerned about 
a return to civilian government; a European country with 
whom arms sales and grants were promised in return for base 
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rights; an Asian country with important oil reserves; and 
two Middle-Eastern countries which are crucial petroleum 
exporters and purchase large volumes of arms. 

Thus, our review of cases did reflect the complex set 
of foreign policy concerns inherent in arms sales requests. 
In addition, it reflected the President's policy initiative 
of unilateral arms restraint whereby arms sales are made for 
demonstrable national security objectives and not simply to 
promote good relations. 

Agency officials should have been able to identify the 
examples used in the report since they assisted us in case 
selection; we are prepared to further discuss these examples 
with them. We continue to believe that the publication of an 
unclassified report best serves the interest of the Congress 
in understanding and improving the arms sales process. 



CHAPTER 2 

ORIGINS OF RESTRAINT POLICY 

In recent years the Congress has increasing. qarticipated 
with the executive agencies in determining the cc +, direc- 
tion, level of funding, and eligibility of foreign governments 
in the security assistance program. It has continued to 
declare its intent to press for an arms transfer policy, espe- 
cially the need to control the spread of conventional arms. 

Since FMS cash sales are basically an unfunded Federal 
program, the Congress, in pursuing methods to achieve its 
oversight functions, has taken at least the following actions 
to control U.S. arms transfers: 

1. 

2. 

3. 

4. 

5. 

In 

Required the executive branch to provide 
information and/or consultation. 

Prohibited arms transfers to specific 
countries. 

From time to time set certain annual country 
and regional ceilings on the value of arms 
transfers. 

Established eligibility restrictions for 
foreign governments requesting arms transfers. 

Provided for a "legislative veto" of certain 
actions (that is, major arms sales agreements) 
as a method of last resort. 

1976, the Congress expressed its desire that the exe- 
cutive branch establish a comprehensive arms transfer policy. 
The International Security Assistance and Arms Export Control 
Act of 1976 required the President to review and report on the 
policies and procedures covering FMS throughout the executive 
agencies by mid-1977. 

MOVE TO A FORMAL ARMS TRANSFER POLICY 

After a comprehensive, Government-wide review President 
Carter presented a broad arms transfer policy statement in 
May 1977, and transmitted the required report to the Congress 
on June 30, 1977. Since May 1977, two additional policy state- 
ments have clarified the most visible element of the policy-- 
an almost worldwide fixed ceiling on U.S. arms transfers. 
(See app. II.) 



In general terms, long-term objectives of the President's 
policy were to: 

--reduce the level of international arms trade; 

--restrain sophistication of U.S. arms transfers; 

--abate the crisis of spiraling arms transfers; 

--recognize the U.S. responsibility to restrain 
its arms transfers; 

--stop U.S. arms transfers that do not contri- 
bute to national security; and 

--shift the "burden of persuasion" from those 
who oppose a particular arms sale to those 
who favor it. 

At the heart of the policy were a number of control mech- 
anisms designed to restrain the transfer of sophisticated U.S. 
weapons to developing nations. Excluded from the controls 
were arms transfers to 14 NATO countries, Japan, Australia, 
and New Zealand. The controls state that: 

--The President will set fiscal year ceilings, 
adjusted for inflation, on the dollar volume 
of certain U.S. arms transfers. 

1. For fiscal year 1978, $8.551 billion, 
a reduction of 8 percent from 1977 
(2.3 percent before adjusting for 
inflation). 

2. For fiscal year 1979, $8.434 billion, 
a reduction of 8 percent from 1978 
when adjusted for inflation. 

--The United States will not be the first supplier 
to introduce a newly developed, advanced weapon 
system into a region. 

--The United States will not make a commitment 
for sale or coproduction of a newly developed, 
advanced weapon system until it is operationally 
deployed with U.S. forces. 

--The United States will not permit development 
or significant modification of advanced weapons 
solely for export. 
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--The United States will establish controls 
over coproduction of significant weapons, 
equipment, and major components. 

--The United States may refuse recipient 
requests for retransfers for certain 
arms sales. 

--The United States will set up controls on 
the promotion of arms sales. 

1. State Department authorization is 
required to conduct promotion activi- 
ties by private manufacturers. 

2. Embassies and military representatives 
abroad will not promote the sale of arms. 

The new policy besides excluding major U.S. allies, does 
not cover commercial arms sales, military construction, and 
items that are not "weapons and weapons-related." Total 
exclusions accounted for $6.6 billion in sales in 1978. 

ARMS REVIEN PROCESS 

Foreign interest in purchasing U.S. military equipment 
may arise from: (1) a foreign country's evaluation of its 
defense requirements, (2) discussions with U.S. military offi- 
cials concerning their assessment of security assistance plans 
and objectives for the country, (3) U.S. defense surveys or 
weapons suitability studies conducted to determine specific 
country needs and requirements, or (4) information gained on 
a particular item from various military equipment publications, 
advertising, or actual discussions with manufacturer represen- 
tatives. Precisely pinpointing where initial interest is 
generated in a particular capability is however extremely 
difficult. 

Inquiries relating to a new capability are normally first 
directed to U.S. military officials incountry. The host coun- 
try often seeks to obtain preliminary planning data on system 
capabilities , performance characteristics, price and avail- 
ability data , planning and budgetary data and support require- 
ments. Permissions to release such information to the host 
country must however come from the executive branch. Formal 
requests for such data or for the actual purchase of a weapon 
system can also be given directly to: (1) U.S. Embassy 
officials, (2) the State Department by the country's embassy 
in Washington or possibly its purchasing mission in the United 
States, or high level U.S. officials, i.e., between Heads of 
State. 
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While some requests for preliminary data are politely 
turned down or never answered by the State Department, deci- 
sions to provide such data start a process which often involves 
extensive communication between both countries. Face-to-face 
discussions, detailed briefings, possible defense surveys and 
studies of requirements, contractor visits, weapons testing, 
competitive selection and negotiations, usually mark this stage 
of the sales process. 

The final stage of the process involves submission of a 
formal government-to-government request for purchase of a 
particular weapon system. Within the U.S. Government, the 
State Department has primary responsibility for determining 
whether there shall be a sale and the amount of that sale. 
Other agencies though --particularly the Defense Department-- 
have significant influence on decisions. The National Secur- 
ity Council (NSC), the Arms Control and Disarmament Agency 
(ACDA), the Office of Management and Budget and the Treasury 
Department play important roles in arms decisions. Smaller 
roles are played by the Central Intelligence Agency (CIA) 
and the Commerce Department. 

Within the State Department the responsibility for 
advising on policy matters is delegated to the Government's 
coordinator for security assistance--the Under Secretary 
of State for Security Assistance, Science, and Technology-- 
who not only coordinates internal State Department activi- 
ties but also serves as chairman of the Arms Export Control 
Board, which was established in 1977 to centralize Government- 
wide security assistance inputs and actions. 

Within the Department of Defense (DOD), the Assistant 
Secretary of Defense for International Security Affairs has 
responsibility parallel to that of the State Department Under 
Secretary. Most day-to-day interaction between State and 
Defense at the operating level, however, is found in the 
close relationship between State's Bureau of Politico-Military 
Affairs, particularly its Office of Security Assistance and 
Sales, and the International Security Affair's Office for 
Security Assistance, particularly its Defense Security Assist- 
ance Agency. 

Analysis of the arms sale process and the relationships 
between many of the offices and individuals highlighted here 
are discussed in Chapter 5. The following chart simply iden- 
tifies the principal executive agencies and offices involved 
in the arms transfer decisionmaking process. 
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CHAPTER 3 

OVERVIEW OF THE FIRST 2 YEARS OF RESTRAINT 

A fundamental aim of the restraint policy is to set a 
unilateral example of arms restraint for other countries 
to follow. This aim has received worldwide attention and 
its declaratory value cannot be underestimated. To date, 
however, the evidence that the executive branch has mar- 
shalled to demonstrate arms restraint accomplishments is not 
convincing. The continuation of the current restraint policy 
may be contingent on other suppliers and recipients joining 
the United States, To date none have done so. 

NO CREDIBLE REDUCTION IN SALES 

The President's commitment to curb arms sales was rein- 
forced by the imposition of a yearly fixed dollar ceiling. 
The ceiling, as the most visible element of the policy, has 
not gained general acceptance as a true measure of restraint. 
This difficulty stems from definitional concerns about what 
items are included in the ceiling and when. 

As mentioned previously, certain countries were excluded 
from the ceiling. Sales to these countries have grown, and 
total military sales reached their highest level ever in 1978. 
Nevertheless, the executive branch has contended that restraint 
was achieved by staying within the prescribed ceiling. 

Adding further confusion was the decision to discard the 
commonly understood definition of an arms sale. The change in 
definition, which involved the exclusion of certain categories 
of sales from the ceiling, was viewed by many in Congress as 
an attempt to convince others that the United States was 
selling less than it actually was. The two exclusions which 
raised the most questions, commercial sales and military con- 
struction, totaled $3.4 billion in 1978. 

Finally, the action which eliminated the ceiling as a 
convincing measure of restraint was the decision to count 
portions of sales agreed to in one year against future year 
ceilings. This practice --which some have dubbed "mortgaging 
the future" or "creative bookkeeping"--has become an often 
used procedure. For example, the controversial F-15 air- 
craft for Saudi Arabia as approved by Congress had an esti- 
mated value of $2.5 billion, but only $1.5 billion was 
included in the fiscal year 1978 ceiling, and the remainder 
was pushed forward to be included under future ceilings. 
We are aware of five other cases of such ceiling splitting. 
While we do not know the total value of splitting in fiscal 
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year 1978, the State Department has reported that $4.8 billion 
in sales cases considered in fiscal year 1978 will have to be 
accounted for under future year ceilings. Although a measure 
of restraint was achieved by staying within the fiscal year 
1978 ceiling, lJ this was ultimately achieved by mortgaging 
the future. 

TURNDOWNS COULD BE EFFECTIVE 
EVIDENCE OF RESTRAINT 

The executive branch gave little or no consideration to 
reporting on arms request disapprovals as a method to evidence 
restraint. It was not until February 1978, at the request of 
a congressional subcommittee, that the State Department devel- 
oped such information. The document submitted was misleading, 
omitted some relevant data, and failed to demonstrate that 
turndowns had increased under the policy. The quality of the 
report suffered because of hasty preparation and vague defini- 
tion of terms, no formal system of recording turndowns, and 
lack of a standard against which to judge turndowns. We 
found that a number of the items claimed as turndowns should 
not have been included. 

--In one case the country never expressed inter- 
est in or discussed the possibility of pur- 
chasing the item. 

--One item was not turned down until 9 months 
after the list was submitted to the Congress. 

--Requests for two items are still pending, and 
no decision has been made to turn down the 
requests. 

--In two cases commitments had been made to sell 
items once they became releasable. 

We also noted that one major turndown was omitted, which 
by itself equaled more than twice the value of the billion 
dollars in turndowns claimed by the executive branch. 

l-/Our report, "The Defense Department's Systems of Accounting 
for the Value of Foreign Military Sales Need Improvement," 
Mar. 16, 1979 (FGMSD-79-21), concluded that the President 
based the fiscal 1978 arms sales ceiling on incorrect 
information. Had the correct sales figures for fiscal 
1977 been known, the 1978 ceiljng might have been set 
$420 million lower. 
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In conclusion, the executive branch did not effectively 
mar-shall its potentially most convincing evidence that the 
United States was in fact exercising unilateral restraint. 
If records were kept of all valid turndowns according to 
established definitions and they were reported to Congress, 
this would be one effective method for the executive branch 
to show the impact of the policy over time. 

SALE OF SOPHISTICATED WEAPONS 
CONTINUES 

The increased transfer of sophisticated weapons over- 
shadows any evidence of restraint provided by the ceiling 
or turndowns. The policy's broad, q ualitative restraints 
have had little impact on reducing the transfer of sophisti- 
cated weaponry. Arms aqreements siqned since announcement 
of the policy-have included many of-the most advanced 
in the U.S. inventory (i.e., F-15, F-16, AWACS, TOW). 
sales clearly do not help to convince other suppliers 
U.S. resolve for restraint nor set the proper example 
others to follow. 

NO PROGRESS TOWARD MULTILATERAL 
RESTRAINT 

systems 
Such 

of the 
for 

When he announced the policy, the President emphasized 
that unilateral restraint is only a means of convincing 
others to join with the United States in reducing worldwide 
arms transfers; while the United States could and should take 
the first step, it could not go very far alone. The executive 
branch continues to emphasize that multilateral cooperation is 
essential to the achievement of meaningful restraint. Conse- 
quently, future U.S. arms transfer levels have been made 
contingent on the degree of international cooperation, as 
evidenced by specific achievements and concrete progress 
toward mutual restraint. 

Despite numerous meetings with other major arms sup- 
pliers, there have been no concrete achievements during the 
past 2 years. Western European countries have told the 
United States that their cooperation hinged on evidence of 
Soviet restraint. Some military analysts have pointed out 
that European cooperation is unlikely because in comparison 
U.S. allies have a greater economic incentive to sell arms. 
U.S. officials were not very encouraged by the December 1978 
round of talks with the Soviet Union on reducing arms trans- 
fers. Apparently, the only agreement reached was to meet 
again in 1979. 
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While noting the lack of progress in achieving multi- 
lateral cooperation, many U.S. officials have suggested 
that other suppliers would attempt to sell weapons systems 
comparable to the type the United States refuses to sell. 
The Arms Control and Disarmament Agency does not believe 
that enough time has elapsed to pick up definite trends. 
However, defense industry and other observers have noted 
increases in arms sales agreements by other suppliers during 
1978. For example, from April 1977 to April 1978, Britain 
increased its arms exports by 17 percent. 

TO date no other principal suppliers have joined the 
United States in restraining arms transfers. If the goal of 
the policy is multilateral restraint, what does the executive 
branch intend to do if other suppliers or recipients have no 
interest in restraining arms transfers? Will the United 
States attempt to restrain its own sales without regard to 
the policies of others or will it take an entirely different 
approach? 

NEED FOR MORE RELIABLE DATA 
TO SUPPORT DECISIONMAKING 

The President adopted a restraint policy for conventional 
arms transfers based partly on the assumption that the United 
States was the leading arms supplier. This assumption, indi- 
cating the level of U.S. involvement, has been based on dollar 
sales data, trends over time, and in comparison with other 
nations. Our examination of the data base on conventional arms 
transfers indicates that there are serious questions about the 
comparability of U.S. conventional arms transfers data with 
the data on other suppliers and that little attention has been 
given to the qualitative measurement of conventional arms 
transfers. 

Comparability of U.S. data 
with other suppliers - 

The United States is the only major arms supplier that 
publishes data on arms transfers. Because there is little 
data available on arms transfers of other nations, it has 
been necessary to estimate such transfers in order to make 
any comparisons. However, as stated in a report of the 
U.N. Secretary-General: 
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fl * * * there are considerable difficulties in 
devising meaningful yet operative and internation- 
ally comparable definitions of military expendi- 
tures, in converting national currency figures into 
a common currency, and in deciding how to correct 
for price changes in the civilian and the military 
sectors of the economy, respectively." 

The CIA has made major efforts to develop arms transfer 
data for the Soviet Union, a leading arms supplier. In 
attempting to develop comparable data, problems arise which 
cause inconsistencies in the data. CIA data for the United 
States includes all goods and services (i.e., advisory efforts, 
construction, support and logistic equipment) while its data on 
the Soviet Union only includes an estimate of the actual arms 
transferred. Hence, U.S. arms transfers as reported by the 
CIA are probably overstated in relation to those of the Soviet 
Union. 

Little attention given to 
qualitative measurement 

The President expressed concern over the increase in 
total dollar value of weapons transferred over the years and 
also indicated a concern that these weapons are more sophisti- 
cated and deadly. Recent analysis of equipment transfers, 
including a study prepared by the CIA, show that in certain 
regions, the United States is not the leader of arms trans- 
fers in terms of type of equipment, level of sophistication, 
and capability. Based on data developed by ACDA, it was 
concluded that during 1966-76, the Soviets exported 10 percent 
more artillery and 110 percent more supersonic aircraft and 
that although the United States still dominates overall arms 
transfers in South America, the Soviets lead in introducing 
supersonic jets and new types of tanks. These observations 
are supported by the CIA study covering arms transfers for 
1974-77. 

--The Soviet Union sold and delivered to less- 
developed countries more fighters, bombers, 
tanks, anti-aircraft guns and artillery than 
the United States. 

--The United States provided countries with more 
training, transport planes, helicopters, armored 
personnel carriers, and self-propelled guns. 

--U.S. programs included large construction 
projects, often with civilian as well as 
military uses; there is no similar Soviet 
program. 
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With the policy's basic aim to reduce global arms 
transfers, a well-developed data base is necessary to both 
formulate and evaluate an arms transfer policy. 

CGNCLUSIOM 

The inability to present a credible image of unilateral 
restraint will only make it more difficult to convince other 
countries to join in curbing arms transfers. We believe that 
reporting on turndowns could be an effective way to demonstrate 
unilateral restraint, but only if the executive branch estab- 
lishes standard definitions of turndowns and turnoffs, a system 
of records to facilitate periodic reporting to the Congress, 
and a standard against which to measure turndowns. 

RECOI'i1"!ENL?ATIONS 

CJe recommend that the Secretary of State: 

--Develop definitions of turndowns and turnoffs, a 
standard against which to measure turndowns, and 
a system of records to facilitate periodic report- 
ing to the Congress on turndowns and turnoffs. 

--Develop data on global arms transfers on a compar- 
able basis for all countries. The data should not 
only include the value of arms transfers but also 
the type or categories of items transferred. 

AGENCY COFIP'IENTS AI\!D 
OUR EVALUATION 

In commenting on our draft report, the Department of 
State said: 

"Although we are unable to identify the specific 
examples GAG cites as inaccurate, the GA@ is correct 
that records of turndowns and turnoffs are not kept 
in an ideally comprehensive or systematic fashion. 
The lists we prepared were representative and dealt 
only with cases on which specific actions were taken. 
The lists do not cover, for example, informal turnoffs 
in the field or those associated with multiyear pro- 
curement plans of foreign governments. In the latter 
instance, we frequently took no formal action, but our 
comments were such that the requesting government 
readily perceived that if they pressed for a formal 
response it would be largely negative. The lists 
also do not contain a large number of cases that were 
refused on technical security grounds. 
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As to GAC's criticism of how turndowns are explained 
to foreign governments, we note that one of the Depart- 
ment's major responsibilities is the conduct of foreign 
relations. If we are able to deflect an ill-advised 
request for arms in a non-confrontational manner that 
preserves good bilateral relations, we believe the 
national interest is well served." 

The inaccuracies we found in the State Department list 
of turndowns were items which clearly should not have been 
reported as turndowns. If the executive branch has other 
valid turndowns or turnoffs that have not been reported, we 
believe that the Congress should be so informed. More 
importantly, the executive branch should establish and apply 
standard definitions in such reporting. 

As to the need to preserve good bilateral relations in 
turning down "ill-advised requests," we note that the inter- 
agency study which preceded the announcement of the restraint 
policy argued for more candor in discussing arms requests with 
foreign governments. It concluded that frank exchanges could 
discourage the purchase of sophisticated equipment and encour- 
age the acceptance of U.S. unilateral restraint decisions, 
particularly if the United States hopes to dissuade countries 
from seeking alternative sources. 
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CHAPTER 4 

IMPACT OF RESTRAINT POLICY ON 

OPERATIONS OF U.S. OFFICIALS INCOWTRY 

As a result of restrictions recently placed on in- 
country security assistance personnel by the Congress and 
the executive branch, overt Government promotion, to the 
extent it existed, appears to have been effectively curtailed. 
The more subtle forms of incountry promotion relating to the 
provision of professional advice, opinions, suggestions, and 
ideas have been more difficult to control. U.S. diplomatic and 
military officials have expressed varying degrees of uncer- 
tainty over their new roles, particularly the 

--conflict between restrictions and exist- 
ing mandates to provide advice; 

--ability to discern when authorized advice 
becomes promotion of arms; and 

--fact that current guidance is unclear on 
what can and cannot be done. 

In addition, supervisory duties placed on the Ambassador 
have notbtaken into consideration program size, raising ques- 
tions about the effectiveness of Embassy supervision. 

RESTRICTIONS ON INCOUNTRY PERSONNEL 

The Congress in legislation has limited the number of 
security assistance groups, specified the number of personnel 
to be assigned, and emphasized that their primary function is 
to manage country programs, not to provide advisory or train- 
ing assistance. Such advice is to be provided by other 
personnel detailed for limited periods to perform specific 
tasks. Advisory and training functions by such personnel, 
commonly known as Technical Assistance Field Teams are narrowly 
circumscribed. FOP directives define these functions as the 
provision of technical support/instruction to foreign person- 
nel on specific equipment in a country's inventory. The net 
effect of congressional action was to more narrowly define 
permissible "advice" thus curtailing the type of advice by U.S. 
military personnel that might result in requests to purchase 
U.S. military equipment. 

The executive branch provided restraint guidance to all 
Embassy and security assistance peFsonne1 abroad which 
emphasized that: 
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--Foreign interest in U.S. defense equipment 
was not to be encouraged in conversations 
or correspondence. 

--Provision of information, including planning 
data, that might elicit or influence a foreign 
request to purchase significant combat equip- 
ment required approval by the executive branch. 

--U.S. officials should not speculate about pos- 
sible release of a particular system or take 
actions such as studies, briefings, or visits 
implying a positive decision without prior 
approval. 

--All official or private foreign interest in 
significant combat equipment, including in- 
formal inquiries, were to be reported through 
Embassy communication channels. 

--U.S. personnel should not facilitate sale of 
significant combat equipment by representa- 
tives of U.S. commercial firms overseas by 
giving advice on sales tactics, making appoint- 
ments with the host government, or providing 
support indicative of U.S. Government endorse- 
ment. 

Additionally, both Congress and the executive branch 
have reemphasized the responsibility of the Chief of Mission 
in each country to direct and supervise incountry security 
assistance personnel. 

EXISTING AGREEMENTS TO PROVIDE 
ADVICE 

Some of the countries we visited have bilateral agree- 
ments for the United States to provide advice. These are 
inconsistent with the legislative and administrative restric- 
tions on advice. For example, the 1977 exchange of notes 
with Saudi Arabia establishing the incountry security assist- 
ance group states that the group's basic functions will 
include (1) advice for planning, organization, training, 
logistics, and supply, (2) provision of studies and recom- 
mendations requested by Saudi armed force officials or 
initiated by the U.S. Military Training Mission, and (3) 
administration of the U.S. military cooperation program. 

U.S. military officials in Saudi Arabia told us that 
advising on equipment was inherent in the above functions 
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and that Saudi officials expected such advice. The U.S.- 
Saudi agreement has never been amended to reflect either con- 
gressional or executive branch restrictions on the advisory 
role of security assistance personnel overseas. 

The 1976 Treaty of Friendship and Cooperatii -‘+ween 
Spain and the United States generally calls for tne kL.avision 
of advice, counsel and planning. For example, the Treaty set 
up a combined military coordination and planning staff. The 
U.S. staff representative is the Chief of the Security Assist- 
ance Group in Spain. He told us that the staff mission of 
planning to achieve strategic, tactical, and logistical coor- 
dination was a broad mandate which gave Spain every reason to 
expect it could ask for and obtain U.S. advice on modernizing 
and developing its armed forces. Another provision of the 
Treaty calls for the Unite& States to make "a maximum effort 
to facilitate acquisition" of a specific new advanced fighter 
or another with similar characteristics. Spain has requested 
and received advice and information on U.S. aircraft in pro- 
duction and development. Finally, the Treaty commits the 
United States to facilitate coproduction agreements by giving 
prompt consideration to proposals for the transfer of necessary 
technical data, equipment, and materials. The restraint policy 
discourages coproduction of significant items, but the in- 
country security assistance group is constantly reminded by 
Spanish Officials that the Treaty obligates the United States 
to be responsive to questions on coproduction. 

The 1955 Mutual Defense Treaty between the United States 
and Taiwan called for U.S. assistance in maintaining and devel- 
oping Taiwan's military forces, and over the years, the U.S. 
security assistance group played a central role in modernizing 
these armed forces. Group personnel told us that Taiwan relied 
heavily on U.S. assistance in military planning, but stressed 
the difficulty in providing planning assistance with the prohi- 
bitions on giving advice related to specific equipment. 

Such anomalies have not been specifically addressed in 
executive branch guidance to field personnel. When one Ambas- 
sador pointed out the existing conflicts between bilateral 
agreements and the restraint guidelines, the State Department 
compounded the confusion by admitting that the country in 
question was a peculiar case not exempted from the policy. 
State told the Ambassador that, while the country was exempt 
from specific policy provisions conflicting with the existing 
commitments, it was not released from the general spirit of 
the policy. In restating this guidance to incountry person- 
nel, the Ambassador concluded that judgements of the parties 
involved should determine how individqal cases are handled. 
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ADVISORY ROLES IJEED CLARIFICATION 

U .s. security assistance personnel in the six countries 
we visited told us that the prohibition against actively pro- 
moting arms sales was clearly understood and that overt pro- 
motion--if it had taken place in the past--no longer occurs. 

However, some military personnel overseas noted that the 
legislation did not prohibit advice by U.S. military personnel 
but merely said it was not their primary function. Many 
pointed out that an advisory role was implicit in their pres- 
ence and was expected by the foreign military. Some U.S. 
personnel--notably Technical Assistance Field Teams--have 
recognized legitimate advisory roles. They stressed to us the 
difficulty of determining whether some types of advice stinu- 
late foreign interest in U.S. equipment. 

With host governments paying for the services of secu- 
rity assistance personnel, foreign officials expect that 
advice will be provided when needed. This relationship 
creates strong pressure on incountry personnel to meet the 
needs of the country-- be it advisory or otherwise. 

Nany of the security assistance personnel we met with 
overseas were actually colocated with host-country foreign 
military. Being asked for advice on military equipment is 
a natural daily occurrence. For example, one military offi- 
cial told us that he met twice a week with the head of the 
host country's air force. When asked about a system the 
foreign country was considering purchasing, he responded that 
the one used by the U.S. Air Force was better. The U.S. offi- 
cial explained that he is frequently asked such questions and 
believes that it is his job to respond accurately with sound 
military advice. Fe did not believe his answer constituted 
arms sales promotion. This official and others stressed that 
it was difficult to determine when the answer to a host offi- 
cial's question might result in a request to purchase U.S. 
equipment. 

There is also confusion for those with defined advisory 
roles. In one country, U.S. military personnel on Technical 
Assistance Field Team headquarters assignments described them- 
selves to us as consultants in the pay of the host government 
and not as U.S. military advisors. Defense instructions to 
Field Team personnel emphasize that they develop close working 
relationships with their foreign military counterparts. Such 
relationships, they told us, were built by being responsive, 
answering questions, and looking at things from the host- 
country, rather than the U.S., perspective. In this country, 
U.S. military officials told us that congressional and execu- 
tive branch restrictions on advice were seen as posing a 
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difficult problem for some Field Team personnel because of 
the above described nature of their advisory roles. In talk- 
ing with Field Team personnel we noted the following activi- 
ties that appear to conflict with the President'c arms 
transfer guidelines. 

--Drafting host-country requests for purchase 
of U.S. equipment. 

--Performing equipment evaluations for the host 
country that were determined to be inappro- 
priate for non-Field Team U.S. military in- 
country. 

--Advising host military that proposed third- 
country equipment would be more expensive 
and less effective than what the United 
States is using. 

--Attending U.S. contractor briefings with host 
military on nonreleasable equipment. 

--Preparing written information for host military 
on nonreleasable U.S. systems. 

--Participating in evaluations of U.S. contractor 
proposals and commenting on those proposals. 

While Field Team and other security assistance personnel did 
not view these activities as promoting arms sales, they are 
clearly actions which could stimulate foreign interest in 
U.S. equipment. 

EMBASSY SUPERVISORY 
CAPABILITIES LIMITED 

The countries we visited had only one or two Foreign 
Service Officers assigned to cover political/military affairs-- 
including arms transfers --despite the fact that volume and 
sophistication of arms sales and number of military and 
civilian contractors ranged widely from country to country. 
In two high-volume purchasing countries of significant 
foreign policy interest to the United States, the single 
Embassy political/military officer assigned could hardly be 
expected to assure that the hundreds of temporary military 
and civilian personnel performing specific advisory tasks 
were adhering to the restrictions on promotional activities 
or to direct and supervise incountry security assistance 
activities. The Embassy in one country was a 2-hour flight 
from the headquarters of the security assistance group. 
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Most of the overseas personnel we met with believe that only 
additional staff will improve Embassy oversight capability. 

NO SYSTEE! FOR KOrJITORII:G 
COlJTRACTOR PRONOTIONAL ACTIVITIES 

The Government, in an attempt to gain knowledge of, and 
some control over, foreign promotional activities of U.S. arms 
manufacturers, amended the International Traffic in Arms 
Regulations in 1977 to require that private manufacturers 
secure advance policy-level authorization to promote arms 
abroad. U.S. firms found in violation of the regulation face 
possible criminal, civil, and/or administrative penalties. 

The State Department's Office of p"unitions Control was 
designated as the point of contact for firms seeking such 
authorization. Under existing procedures, we found that 

--the Office of Plunitions Control does not 
keep a running record of promotion requests 
approved and rejected; 

--the Office of Kunitions Control does not noti- 
fy U.S. Embassies and Elissions when a firm is 
granted permission to promote a specific weapon 
system; 

--although firms are encouraged to check in with 
the Embassy to discuss their planned activities, 
there is no legal requirement to do so; and 

--no violations have been identified during the 
16 months the promotion regulations have been 
in effect. 

In summary, no system exists for monitoring contractor- 
related pronotional activities. However, even if such a 
system did exist, enforcement is unlikely because of judicial 
reluctance to order harsh penalties for regulatory crimes. 

AGENCY CONMENTS AND 
OUR EVALUATION 

In commenting on our draft report, the Department of 
State said: 

"We agree with GA@ that obligations to 
provide advice to foreign governments under- 
taken by treaty or agreement could sometimes 
raise questions regarding the sense of Congress 
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(Section 515 of the Foreign Assistance Act) and 
Executive Branch guidance against an advisory 
role for permanently assigned military personnel. 
Nevertheless, we have worked fairly well for two 
years within these constraints. To the extent 
that practical difficulties arise, we have been 
able to deal with them through common-sense 
guidance tailored to deal with the peculiar 
circumstances involved." 

Fe recognize that distinguishing among arms promotion, 
fulfilling treaty obligations, and normal diplomatic activ- 
ities represents a difficult task. However, in view of 
the almost universal concern and uncertainty among Embassy 
and other incountry personnel, we believe it is a matter 
deserving continuing attention and guidance. In this 
regard, the development of country-by-country criteria and 
plans, the need for which is discussed later in this report, 
may be helpful to overseas personnel. 
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CHAPTER 5 

OBSERVATIONS ON THE ARMS 

SALES DECISIONMAKING PROCESS 

The process by which the executive branch reviews for- 
eign government requests to purchase military equipment and 
services relies heavily on case-by-case decisionmaking. 
Although the general level of U.S. military involvement in 
some countries produces a great deal of information on the 
host countries' military plans and aspirations for equipment, 
case-by-case decisionmaking remains the dominant feature of 
the review process. 

The State Department is in charge of the sales program 
and final recommendations are made by the Secretary of State; 
however, other agencies, and particularly the Pepartment of 
Defense have significant influence on decisions. Decisions 
on major requests are made through the process of building a 
consensus, which is sought within organizational units, within 
agencies, and between departments. Dissenting views within 
agencies are filtered out but disagreements between agencies 
are carried forward in the form of options. Consequently, 
every attempt is made to reach agreement before asking a higher 
authority to settle the issue, which could occur at the FSC 
or Presidential level. 

Participants, realizing that the goal is consensus, test 
the thinking of the other participants in the process. Their 
reading can influence the position they take or the vigor 
with which they pursue it. ACDA, for example, could view its 
role as the voice of arms restraint within the executive 
branch. Agency officials pointed out, however, that if they 
"cried wolf" on every sales request received, their credi- 
bility and effectiveness would be severely reduced. Conse- 
quently, ACDA carefully picks and chooses the requests on 
which it will voice strong opposition. In the period January- 
December 1978, ACDA raised objections to 15 percent of the 
1,070 cases it reviewed. 

Some participants in the process tend to take predicta- 
ble positions on requests. For example, Embassy and regional 
bureau officials see turndowns as complicating U.S. relations 
with the prospective buyer and, therefore, tend to support a 
country's request. Embassies delay or overvalidate requests 
to insure that Washington considers them under the best possi- 
ble conditions. If a turndown is unavoidable, Embassies prefer 
a deferral rather than a flat no. 
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While incountry officials are generally responsive to 
a requestor's perceived needs, other participants tend to be 
more skeptical. ACPA is seen by some as objecting to every 
request it reviews. Similarly we were told that the Bureau of 
Politico-Military Affairs sees itself as the "enforcer" of 
the arms restraint policy and, thus, tends to react negatively 
to requests. One State regional bureau, for example, noted 
that Politico-Military Affairs sat on a request submitted by 
a country's Washington embassy until the regional bureau 
learned that the embassy had submitted a request and inquired 
about it. 

Compromise is another key characteristic of the arms 
transfer review process. It can be seen in the actions of 
U.S. officials who feel a need to be responsive to an ally's 
defense needs or in the willingness of a foreign requestor 
to settle for an acceptable alternative to an item origin- 
ally requested. One country which had been turned down on 
a number of jet aircraft requests, finally agreed to consider 
a U.S. counterproposal for a purely defensive capability. 
Because most countries attach a high priority to their 
requests it can be difficult to change their minds about pur- 
chasing a certain system. Tenacity on the part of some 
requestors, however, sometimes obviates the need to settle 
for less. One country adamantly refused to accept what it 
perceived to be a lesser capability and the United States 
eventually agreed to sell the desired system. The perceived 
importance of compromise frequently results in less than clear- 
cut decisions. Even turndowns are couched in language such as: 
"Why don't you come back later?," "We are still considering the 
request," or "We are giving you something in between." In 
short, the review process strongly implies a positive response 
or at least that a request is turned aside positively with a 
deferral or counteroffer. 

WHAT IS THE BASIS FOR DECISION? 

In reviewing individual cases, we observed that defin- 
ing and reaching agreement on the policy considerations 
raised by a request can be difficult. In the absence of 
well defined country-by-country policy objectives, decision- 
makers are continually confronted with matching arms requests 
with various individual perceptions of what the U.S. arms 
relationship should be with a given country. Under these 
conditions, it is quite understandable that great difficulty 
is encountered in defining and agreeing on a given set of 
policy issues. 

On the proposed sale of equipment to one country, we 
found no interagency agreement as to what policy issues 
should be addressed. Some officials felt that the only 
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issue was the technical one of systems compatibility. 
Others felt that the major issue was the effect of a denial 
on U.S. relations with a third country which stood to benefit 
from the U.S. sale. Three of the principals involved in the 
decision, the Secretaries of State and Defense and the 
President's National Security Advisor defined the issue still 
differently-- Did the United States want to support the country's 
efforts to obtain a certain military capability? Incountry 
security assistance officials said that they deliberately did 
not raise this issue because they realized it would slow down 
the completion of the country-team assessment. We asked offi- 
cials at several agencies whether the large size of the request 
did not raise a policy issue. They pointed out that, although 
the sale was being looked on as a one for one replacement of 
obsolete equipment, it obviously represented a vastly upgraded 
capability. Nevertheless, State did not feel it was appro- 
priate to raise the issue of selling only a portion of the 
requested equipment since whether a country needed, say, 
5 or 10 of an item was a subjective judgment. 

Another type of request situation--follow-on sales--is 
generally treated as if it raised no new policy issues, 
because the buyer's need for an item and U.S. willingness to 
support that need have already been demonstrated. By the 
term follow-on, we do not mean support for equipment already 
sold in the form of spare parts or munitions but rather either 
replacement of older items with more technologically advanced 
equipment or additional quantities of items sold previously. 
Several of the cases in our review fell into this category. 
In general, these cases did not receive close scrutiny because 
of the precedent set by the earlier sale; in some cases, the 
need for the follow-on purchase was recommended to the coun- 
tries by U.S. officials or by Defense surveys. 

While the general criteria within the arms transfer 
policy provides some direction, it by itself was never in- 
tended to identify all relevant policy considerations. The 
cases we reviewed were all tested in one fashion or another, 
against the general criteria of the President's policy. In 
those cases which violated one or more of the restraint 
criteria, we found that some were rejected, some approved, 
and some in effect deferred. The existence of the criteria 
therefore did not act as an insurmountable barrier to approval 
but, instead, was used to make it easier to argue against a 
request when one or more of the parties to the decision con- 
sidered this necessary. 

For example, in one of our cases the proposed sale con- 
flicted with two of the criteria in the President's arms 
restraint guidelines. Rather than turn the request down, both 
State and Defense recommended an alternative which strongly 
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implied a future commitment to sell the item. One high-level 
official argued that the administration should declare an 
exception to the policy rather than make it appear that the 
executive branch was trying to get around the policy. The 
President turned down the State-Defense recommendation and 
told the country the request was still under consideration. 

WHAT AGENCIES HAVE THE 
MOST INFLUENCE? 

The Defense Department, by virtue of its orientation, 
mission, expertise, relationships with foreign military, and 
delegated responsibilities, remains the most active and in- 
volved Government entity in foreign military sales. Defense 
is involved in detailed force planning; considerations of 
pricing, availability, releasability, and absorbability; and 
training, delivery, payment, and continued support of arms 
sales. Defense thus has tremendous influence on ultimate 
arms transfer decisions. 

Department of Defense influence is lessened, however, 
when there is a specific and overriding policy objective for 
a given country. In these cases, State clearly asserts its 
leadership role in decisionmaking. For example, State plays 
an active role in considering sales requests from Taiwan 
because of the potential impact on the normalization of rela- 
tions with the People's Republic of China. In the absence of 
clear, well-considered policy guidance, however, Defense's 
military or technical judgments have a tendency to drive 
decisions. 

While deferring to military judgments is less likely 
with the existence of restraint criteria, we found that a 
Defense judgment that a sale is militarily justified still 
presents a formidable argument in favor of approving a sale. 

For example, the United States had long supported an 
ally's desire to obtain a certain capability. Although there 
were several different approaches to providing that capa- 
bility, the Defense Eepartment concluded that the solution 
which made the most sense for a country involved the sale of a 
sophisticated new technology. This presented a direct conflict 
with one of the new restraint guidelines. Since the Depart- 
ment of Defense had already told the country that the new tech- 
nology best addressed its needs, it became difficult to argue 
against providing it. The sale thus became an exception to 
the policy. 

In another case we reviewed, the Defense Department 
favored approval of the sale oflan advanced capability model 
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aircraft, not as yet operational with U.S. forces, because it 
believed it met a legitimate military requirement of the 
requesting country. The need to keep certain production 
lines open for the basic aircraft reinforced this desire to 
sell. Defense, however, realized that the sale was unlikely 
because the State Department would object on the grounds that 
the sale violated two provisions of the arms transfer policy. 
Defense, therefore, developed a compromise strategy that it 
thought all parties would find acceptable. The plan, in 
effect, would have changed an obvious turndown of a request 
into a deferral by offering the country something in between 
what it already had and what it wanted until the new capa- 
bility could be released. The plan, if accepted, would also 
keep the production line open as the military wanted. 

Accordingly, Defense recommended that the sale as 
requested not be approved and suggested offering instead 
a lesser capability which had the potential to accept 
the advanced technology when it became releasable. State 
accepted the Defense plan and recommended the course of 
action to the President. The country was informed of 
and concurred in the strategy developed. After the NSC 
had approved the strategy, ACDA made a last minute appeal 
to the President, who decided against the plan. ACDA 
believed that the Defense plan looked like an obvious 
attempt to get around the restraint policy without making 
a formal exception. 

One of the obvious reasons military judgments 
are difficult to counter is the general lack of military 
expertise within State and other concerned agencies. In 
one case, for example, a country requested DOD to conduct 
a study of the trade offs of two competing but complemen- 
tary defensive capabilities. State officials became very 
concerned with the effort because of fear that Defense 
was strongly biased toward selection of the more sensitive 
of the two systems. Knowledge that the outcome of the 
study-- with its suspected bias--would form the basic 
justification for a request from the country prompted 
State officials to consider conducting a parallel study of 
its own. The thought of performing such a study with State 
personnel was dismissed quickly by officials because they 
recognized that State lacked the technical expertise 
necessary for such an undertaking. The ability to conduct 
such a study thus became dependent on the willingness of 
State to hire an appropriate private contractor. This 
alternative, however, was eventually dismissed as being 
inappropriate, considering the ongoing Defense study. 
The outcome of the Defense study confirmed State officials' 
suspicions. The sale was made. 
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In another case a nonexempt country's request for 
sophisticated electronic countermeasures equipment was dis- 
approved because the equipment was not yet deployed with 
U.S. forces. Less sophisticated equipment was offered to 
and accepted by the country as part of a major aircraft 
purchase. The contract for the aircraft, however, included 
the modification required to accept the more advanced elec- 
tronics. State officials, we learned, were completely unaware 
that provisions had been made in the contract to permit further 
accommodation of the advanced equipment. Further complicat- 
ing the matter is the fact that Defense, on its own, ordered 
that the less sophisticated equipment be deleted from the 
purchase. This action was taken because Defense knew that 
the country would not accept the equipment being placed on 
its aircraft. 

In one case, Defense encouraged the requesting country's 
interest in the more sophisticated of two systems. To illus- 
trate, a test flight and the transmission of technical data 
on the less sensitive system were denied by high level Defense 
officials. Although the request for the more sophisticated 
of the two systems had been pending for some time, State 
favored postponing a final decision. Defense forced the 
issue by going directly to the President and recommending 
immediate approval of the sale, using as its central argu- 
ment the technical suitability of and military need for the 
item. The President asked for a State Department analysis 
of the memo from the Secretary of Defense, but approved the 
sale before the response could be drafted. With the decision' 
made, the State Department was in a position only to voice 
concern over the number of systems to be sold. Some officials 
felt that, over the course of consideration of the request, 
the importance of technical and military judgments precluded 
State from playing a more important role in the sale. 

WHEM ARE THE DECISIONS MADE? 

From the moment of first interest through the step-by- 
step process of informal discussions, briefings, surveys, 
studies, official visits, test-rides, or firing, and negoti- 
ations, the process is geared toward seriously responding 
to a buyer's perceived needs. The incremental nature of the 
process also tends to continuously reinforce expectations 
that requests will be approved. Various verbal and written 
pronouncements to the effect that such actions do not con- 
stitute a U.S. commitment to sell appear to be lost, if ever 
considered seriously, in the momentum that builds with each 
successive step taken on a major case. It is the actions and 
judgments which normally precede considerations of the formal 
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request which strongly influence the outcome of the formal 
decision. As one ACDA official pointed out, "the ballgame is 
over by the time the formal request is considered", that is, 
for the most part the nature of the decision has been deter- 
mined prior to the formal request, and subsequent input falls 
on deaf ears. 

In the period before the formal consideration of a 
request, agency officials have their greatest impact, al- 
though the President or the Secretaries of Defense and State 
may also become involved at this stage. While the actions 
taken vary, depending on the perceived military sophisti- 
cation of the buyer, strength of U.S. defense ties, specific 
item being requested, and other factors, the following exam- 
ples provide insight as to what actions can and do take place. 

In March 1975, a U.S. military briefing team was sent 
to country X to explore with foreign officials the merits of 
a particular U.S. weapon system. The briefing provided was 
in direct response to a request previously received from 
country officials. Shortly after these discussions, a high- 
level official accepted a U.S. invitation to observe a demon- 
stration of the system. Defense then provided a special 
briefing for another high level official in order to answer 
his questions concerning the relationship of the system in 
question with other equipment. Sometime afterward, this same 
official asked incountry U.S. military personnel to assist 
in preparing a report on the system for his superiors. In 
response, personnel drafted the terms of reference for a 
study that would form the basis for the report. The study, 
conducted and written by U.S. military personnel, concluded 
that the system uniquely satisfied the foreign country's 
requirements. When the study was presented to high-level 
foreign officials, they expressed a firm interest in purchas- 
ing a specific number of the weapon systems. Formal U.S. 
consideration of this request occurred shortly thereafter. 
After a series of positive responses to the country's interest 
in the system over more than a 2-year period, was the U.S. 
Government in a position to turn down the request? The 
sale was approved. 

In another case, a high level DOD official, during a 
visit to the country in October 1976, suggested the continu- 
ation and expansion of an earlier program. These discussions 
were followed up in November by a letter to an official of 
the country. The letter stated that a decision was required 
by September 1977 and that U.S. incountry officials were 
available to assist in planning and in analyzing factors 
to be considered in arriving at a decision. The letter also 
suggested the need to consider specific types of equipment. 
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In July 1977, DOD officials were still saying that a 
decision by September 1977 was necessary to finalize equip- 
ment requirements and preclude later program implementation 
delays. In November 1977, the Security Assistance Group 
incountry reported to the U.S. Embassy that the country 
had decided to formally request the program and that the 
group had prepared a draft letter for country officials to 
send to the American Ambassador. Prior to receipt of the 
formal request, a study emphasizing the military utility 
of the program prepared by the Security Assistance Group 
at the request of the Ambassador was given to the foreign 
country. In late February 1978, the formal request was fin- 
ally received by the U.S. Embassy. A month later, when the 
country asked why its February request had not been answered, 
it was explained that State and DOD had to analyze and review 
the request under U.S. Government procedures and that the 
request required approval from the highest levels of the U.S. 
Government. The foreign official stressed that "non-approval 
would compare to giving his friend one shoe and telling him 
that it will protect both feet". The sale was approved. 

In a different case, a foreign country in 1969 infor- 
mally requested a new aircraft to replace its aging jet 
fleet. A 1971 study conducted incountry by National 
Security Council staff concluded that the country should 
purchase the aircraft. Each subsequent U.S. annual security 
assistance requirements document endorsed the need for a new 
jet. In 1976, the U.S. contractor and country officials dis- 
cussed purchase cost figures for the aircraft, but the country 
indicated that a formal request would have to wait until money 
was available for the purchase. The U.S. military also dis- 
cussed the possible purchase with country officials in 1976. 
The head of the U.S. Security Assistance Group incountry 
retired later in 1976 and became the U.S. contractor's agent. 
In a January 1977 meeting between a State Department official 
and the foreign country's ambassador, the U.S. official 
stressed that despite the tighter controls over arms trans- 
fers, the sale of the U.S. aircraft appeared sensible and the 
United States would have an open mind. In February 1977 the 
country submitted to DOD a proposal drafted by the U.S. contrac- 
tor for the purchase of a specific number of aircraft. In May 
1977 the country formally asked for the preparation of letters 
of offer for the jets. Shortly thereafter, the NSC advised 
agency officials reviewing the request that the request was in 
keeping with the President's desire to take "certain initia- 
tives" toward the country. The sale was approved. 

HOW TIMELY ARE DECISIONS? 

The maturation of a transaction is itself time consuming. 
In the cases we examined in detail, the formal request for a 
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letter of offer frequently arrived months or even years after 
a country first expressed interest in the system. In some 
cases it was not possible to clearly identify the time or 
place that interest was first expressed, particularly where 
there is a close defense relationship with the requesting 
country and a continuous give and take dialog about defense 
needs and options. However, the point is that weapon systems 
are contemplated for purchase, studied, surveyed, and related 
to the nature of'U.S.- host country relations well before any 
official request for purchase. 

All the cases we reviewed were formally requested and 
approved during 1977 and 1978, but initial interest was ex- 
pressed much earlier. 

For example, in one case military to military discus- 
sions started in 1973. Program and budget data was prepared 
and transmitted informally. In 1976, the Security Assistance 
Group believed that interest was keen enough to initiate a new 
request for detailed planning and budgeting data. A formal 
request for the system was received in March 1978. 

In a different country, a 1974 U.S. military survey en- 
dorsed the country's military need for the item. During 1974, 
1975, and 1976, several high level U.S. officials confirmed 
American willingness to supply the item. In 1976, test 
flights were arranged by DOD, and in February 1977 an official 
request was received by the U.S. Embassy. 

In one other case, the item had been initially requested 
and approved in 1973 but not purchased due to lack of funds. 
The country resubmitted a request for the equipment in May 
1978. 

WHY IS EVERY CASE A PRIORITY? 

To increase the likelihood of U.S. approval, foreign 
governments are reluctant to prioritize items, since it would 
imply that some requests need not be given as serious atten- 
tion as others. For example, one country submitted a long- 
term request list identifying possible purchases over the next 
5 years. The equipment was simply listed by military ser- 
vice, implying that each item was of equal priority. The 
overall prioritization asked for by U.S. officials was not 
given. Rather than rank items, foreign countries tend to 
emphasize the importance of each item. For example, during 
a meeting between U.S. Defense officials and a high-ranking 
foreign military official, the discussion focused on ways to 
expedite action on a number of different requests, even though 
U.S. officials had attempted at the outset to focus the talks 
on the issue of priorities among a number of pending requests. 
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U.S. officials, however, do not always raise questions 
about priorities or the relationships among requests. In one 
case, a country was considering letters of offer and accept- 
ance for a system and at the same time asking that offers be 
prepared for a complementary system which could have replaced 
or at least reduced the requirement for the first. The rela- 
tionship between the two requests was not addressed until 
almost 2 years after the receipt of the request for the related 
system. Eventually the letters of offer and acceptance for the 
first system were canceled. In another case, questions asked 
by U.S. officials at the outset resulted in a reduction in the 
number of items requested. The questions were raised in trying 
to establish the relationship between two separate requests for 
substantial quantities of the same item. 

Requests from some countries appear to receive high 
priorities automatically. The United States, in exchange for 
the use of military bases, signed a treaty with one country 
which guaranteed an annual dollar level of credit sales. 
Embassy officials told us that as a result of the treaty, 
every request from the country is seen as a high priority and 
every delay in responding as a failure by the United States 
to live up to its treaty commitment. 

Two of the cases we examined were considered to be such 
high priorities that they were described as the "litmus test" 
of U.S. relations with these countries. Both requests had 
been under consideration for some time, received wide publi- 
city prior to a Presidential decision to go ahead with the 
sales, involved high level decisionmakers in both countries, 
and raised serious questions about whether it was in U.S. 
national security interests to provide the systems. These 
cases are examples of how foreign policy and national 
security considerations can become inextricably entwined 
during consideration of requests, forcing the United States 
into basing its decisions more on political than security 
considerations. 

WHO ARE THE KEY DECISIONMAKERS? 

During our review, we were told by State and NSC 
officials that White House and NSC involvement in reviewing 
individual arms sales requests has increased greatly under 
the present administration. The President himself, we were 
told, has made it a continuing practice to review all major 
sales cases to nonexempt countries and has on occasion 
gone against the wishes of both State and Defense by 
rejecting certain requests. 
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While we were unable to confirm actual Fresidential 
review of all nonexempt countries' requests, we did note 
that high-level attention, including the President and the 
NSC, was characteristic of many of the cases examined. 
Such involvement, however, is more likely to occur when 
the case is considered politically sensitive or when 
agency disagreement exists. The President, we found, may 
become involved in a specific case at any point in the 
process. In one major case, actions taken by the President 
prior to receipt of an actual request effectively reduced 
formal consideration of the request by others to a per- 
functory exercise. 

A similar outcome was noted in a second case where, 
shortly after receipt of the request, instructions were 
passed from KSC stating that approval of the program was 
in keeping with the President's desire to take "certain 
initiatives toward the country". In another case, the 
President served as the court of last resort by accepting 
a last minute ACCA appeal to reject the sale of certain 
equipment which had previously been strongly recommended 
by both State and Gefense. In another case, the President 
on his own initiative rejected a request which had been 
recommended for approval by all parties. 

In tracing our cases through the myriad of agency offi- 
cials involved in the decision to sell, we noted that most 
recognized that their actions and judgments contributed to 
the development of an institutional position on each case. 
We found it interesting, however, that none of these 
officials perceived their role as that of a decisionmaker 
or that their activity significantly affected the final 
decision. The feeling that the President or other high-level 
officials make the decisions is prevalent throughout the 
system. Most, therefore, view themselves as being well 
insulated and not accountable for any ultimate decision 
that might be made. 

The perception of simply being a small gear in a compli- 
cated watch is not borne out by our case review. We found 
that many of these officials play a key role in decision- 
making and that individually and collectively they do 
exercise strong influence over final decisions. 

For example, in one case, State Pepartment regional 
bureau staff and U.S. Embassy officials played a key role. 
The country was convinced it faced a serious threat from a 
neighboring country. U.S. authorities disagreed, and several 
requests for sophisticated systems were turned down. Both 
Embassy and State Department regional bureau officials 
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believed that some system acceptable to the foreign military, 
yet defensive in nature, should be offered as a gesture of 
political friendship. The Embassy was instrumental in per- 
suading Washington to send a Defense survey team to the coun- 
try. The President accepted the Embassy's suggestion--made 
on the basis of an internal Embassy study followed by discus- 
sions with the foreign military --that the team should address 
the suitability of a particular system which the United States 
should agree in principle to sell. Accordingly, in a personal 
meeting with a high level official from the foreign country 
the President offered to sell this system if a survey team 
found it appropriate. Shortly after this meeting, the country 
requested the Defense survey and, when the team found the 
system suitable, formally requested that the United States 
sell the equipment. 

In a different case, Security Assistance Group offi- 
cials incountry initiated and submitted a request for 
program and budget data for a major acquisition. In mid- 
1977 the data was informally shared with the country. 
Foreign military officials at a low level--in the service 
program, plans, and budget section-- had expressed only a 
verbal interest in the item. Requests for systems of such 
magnitude normally originated from a much higher level 
central procurement office. 

In another case, Defense Security Assistance Agency 
officials offered to take steps which would have circumvented 
congressional review procedures in order to guarantee a coun- 
try the price and delivery date quoted. The Agency would have 
processed a request for an amount below that requiring con- 
gressional notification. The action became unnecessary when 
price negotiation deadlines were extended. 

CONCLUSION 

Continued case-by-case decisionmaking has resulted in 
little action being taken to predetermine the direction and 
limits of the U.S. arms supply relationship with individual 
countries or regions. The U.S. Government has recognized the 
need for preestablished policy criteria and is making the 
transition to a decisionmaking process where specific criteria 
or rules, spelled out in advance, are applied to arms requests. 
Although such criteria will probably never be specific enough 
or articulated clearly enough for some, their development and 
further refinement should help demonstrate that arms sales 
requests are considered in a rational manner. 
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AGENCY COMNENTS AND 
OUR EVALUATION 

In commenting on our draft report, the Department of 
State said: 

"GAO's contention that the Department of Defense 
dominates decision-making in the arms sales process is 
incorrect. The Department of State has statutory author- 
ity to conduct the decision-making process on arms trans- 
fer cases and exercises that authority. The Department 
of State reviews all proposed arms transfer requests. 
Our review is conducted at the earliest opportunity in 
the process. For example, the Department approves all 
requests as early as the planning and budgetary stage. 
We also approve all DOD survey teams and, through the 
Punitions Control licensing process, control significant 
commercial promotional activities. Where major items or 
sensitive systems are involved, options papers are pre- 
pared for policy-level decision. These decision docu- 
ments are normally the product of an interagency review 
process. The Department of Defense input is important 
as is that of other agencies such as ACPA and the MC. 
Of course, where a policy decision has been taken to 
supply a system, the Department of Defense, under law, 
is responsible for the implementation of that decision." 

We clearly recognize the Department of State's authority, 
indeed responsibility, to take charge of the decisionmaking 
process. Our point simply is that because of the Defense 
Department's assigned mission both as part of and outside the 
decisionmaking process, it has tremendous influence on the 
ultimate arms transfer decision. The relative influence of 

-any agency other than State would be a moot point if country- 
by-country criteria and planning for arms sales were prepared 
and approved by the executive branch. This is discussed in 
Chapter 6. 

The Department of State also said: 

"We would also take issue with GAO's contention 
that the review process tends to build a momentum of 
positive approval for an arms sale. Requests by 
foreign governments are reviewed at an early stage 
on a case-by-case basis. If a policy issue is 
involved, the pros and cons of the proposed trans- 
fer are analyzed in detail and a wide range of 
options are presented to the policy maker. These 
options frequently include an option for a less 
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capable system and/or an option for outright 
refusal. The views and recommendations of all 
agencies concerned are included. This is not a 
process which can be characterized as building 
a momentum for approval. In fact, in contrast 
to the past where arms sales were sometimes 
approved in the absence of an objection, the 
present process requires a positive determination 
that the proposed sale contributes to the promo- 
tion of our security or to the security of our 
close friends." 

Cur review of case-by-case decisionmaking showed that by 
the time a formal request is received and options presented 
to U.S. policymakers, a number of events which add positive 
momentum to that request have already occurred. In addition, 
even when requests are reviewed at an early stage the result 
tends to be a deferral or less than a clear cut yes or no 
answer to the foreign country. This in turn adds momentum 
to the request. 
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CHAPTER 6 

UNILATERAL RESTRAINT CAN BE 

MADE MORE EFFECTIVE -~ 

To date, the executive branch has not systematically 
fitted the worldwide restraint policy to the needs and real- 
ities of U.S. relations with specific purchasing countries. 
We believe that this task will contribute to stronger program 
leadership and in the long-run to more effective and meaning- 
ful arms restraint. As noted earlier, in 1976 the Congress 
called on the executive branch to conduct a comprehensive 
study of U.S. arms sales policies and practices. The study, 
completed in the spring of 1977, identified five major 
weaknesses in the existing decisionmaking system. 

1. Ad hoc and fragmented character of the 
process. 

2. Multiplicity of decisionmaking channels. 

3. Difficulty in controlling all significant 
decision points. 

4. Lack of a single document or coherent series 
of documents on policy, planning, and proce- 
dures. 

5. Inadequate interagency planning. 

The study concluded that better organizational control in 
the form of a specific mechanism designed to centralize and 
formalize the process could help solve these problems. We 
believe the need still exists for strong program leadership, 
specific policy criteria, and purposeful planning. 

NEED FOR ASSERTIVE STATE 
DEPARTMENT LEADERSHIP 

The lack of centralized control and strong program leader- 
ship for foreign military sales has long been recognized. The 
numerous participants in the decisionmaking process and their 
frequently diverging views on the issues raised by a request, 
and the dependence of the State Department on Defense for 
military and technical opinions are just a few of the reasons 
centralized decisionmaking has remained an elusive goal. 
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Creation of Arms Export Control Board 

In July 1977, the State Department announced formation 
of a single interagency organization for coordinating all 
security assistance activities. The new mechanism, desig- 
nated as the Arms Export Control Board (AECB), was to give 
the same attention to foreign military cash sales as its 
predecessor, the Security Assistance Program Review Commit- 
tee, had given to funded programs over the years. 

The AECB is an advisory body to the Under Secretary 
of State, with policy, planning, and review functions, but no 
decisionmaking authority. It consists of members from 10 
executive agencies and meets only when an issue is raised by 
one of the permanent working groups or when directed by the 
Under Secretary. Through the first 18 months of operation, 
the AECB has met about once a month. Initial meetings dealt 
with the development of written procedures describing the 
arms transfer review process; current meetings involve issues 
related to the ceiling on arms transfers. 

Only two of the AECB working groups meet regularly. One 
group develops levels for funded security assistance programs. 
The other active group, called the Arms Transfer Policy Group, 
was to develop additional guidance for implementing the 
restraint policy. However, we were told that it has focused 
almost exclusively on the arms transfer ceiling and ceiling 
management. 

AECB focus on ceiling 

According to State Department officials, the singular 
mission of the AECB over its first 18 months of operation 
has been to implement the President's arms transfer policy. 
To date, this effort has focused almost exclusively on 
ceiling-related matters, developing strategy for negotiat- 
ing multilateral arms transfer restraint agreements, and 
the codification of procedures discussed earlier. 

Implementation of the policy, according to State offi- 
cials, is of necessity a step-by-step process which requires 
learning to walk before learning to run. Quite simply, State 
views the distance between where the system is and where it 
should be as too great for any quick-fix solution. A cautious 
or "go slow" approach has therefore been taken. Ultimately, 
State wants a decisionmaking process that is anticipatory and 
permits the earliest possible refusal or acceptance for each 
major arms transfer request. Reaching this point, however, 
requires that major obstacles be overcome. The real barriers 
to policy implementation and establishment of an anticipatory 
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process are the lack of specific country-by-country criteria, 
detailed and purposeful country planning, and the need for 
sustained leadership. 

The experimental nature of the arms transfer policy has 
had a demonstrated effect on management attitudes and actions. 
With the aim of setting an example of unilateral restraint 
for others to follow, the need for management to "put on a 
good show" became more important than finding solutions to 
long-identified systemic problems. The need to convince 
others of U.S. sincerity provided strong incentive to insure 
that the highly visible elements of the policy were implemented 
first and carried out successfully. The ceiling, 
the most visible outward sign of U.S. 

representing 
commitment to restraint, 

thus became the centerpiece of management's attention. 

Emphasis on ceiling provides 
important side benefit 

From an organizational perspective, the announcement of 
the policy and particularly the attention given to the ceil- 
ing and its management has satisfied a very important psycho- 
logical need. By forcing the State Department to become much 
more actively involved in the process, its command-leadership 
role has been reinforced on other organizational elements, 
particularly the Defense Department. 

The question arises as to whether the AECB, as intended, 
has provided a focal point for policy control in the foreign 
military sales decisionmaking process. We believe policy 
control requires the development of specific country-by- 
country policy criteria and ultimately the consideration of 
requests in a longer range, less reactive context. 

Prior to establishment of the AECB, policy control was 
exercised through an "informal system of direct coordination." 
This system has not changed. Positions on sales requests 
are still developed through the flow of option papers, memos, 
and phone calls between and within agencies. The AECB has 
only formalized procedures--who should be consulted, when, 
in what form, with what response time. 

The Under Secretary has defended the AECB, arguing 
that, although it is not a decisionmaking body, it drafted 
the procedures and definitions necessary to implement the 
restraint policy. The procedures, the Under Secretary 
continued, are the command and control system which will 
permit the exercise of continuous supervision and general 
direction over U.S. arms transfers. 
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We found that the "new procedures" were for the most 
part the codification of the ongoing process for internal and 
interagency review of arms transfer requests. Procedures by 
themselves, without active leadership and specific country- 
by-country policy criteria, will not assure program control. 

Need for strengthening Office of 
Under Secretary for Security Assistance 

Numerous executive branch officials told us that organi- 
zational and staffing problems still impede effective State 
Department leadership in the arms transfer area. While the 
Under Secretary for Security Assistance is responsible for 
coordinating and overseeing implementation of the restraint 
policy, little substantive commitment in funding and staffing 
has been allocated to the office. The Under Secretary has 
only two full-time professionals assigned to this task. Most 
of the staff work on arms transfer requests is handled in the 
Office of Security Assistance and Sales of the Politico- 
Military Affairs Bureau. The Bureau itself reports both to 
the Under Secretary for Security Assistance and to the Under 
Secretary for Political Affairs. 

A 1977 report by the Inspector General of the Foreign Ser- 
vice stated that there was justification for concern when a 
State official with the rank of an Under Secretary must depend 
in virtually all circumstances upon the staff of other State 
and Defense offices for all its resources. The report con- 
cluded that the Under Secretary's Office should be reinforced 
by an organizational structure adequate to meet its responsi- 
bilities; specifically it recommended a realistic increase 
in professional staff coupled with an evaluation of the 
utility of shifting the Office of Security Assistance and 
Sales from the Politico-Military Affairs Bureau in order to 
bring together those officials responsible for arms transfer 
policy and administration. 

During our examination of specific arms transfer 
requests, we particularly noted the dependence of the Under 
Secretary on the staff of the Politico-Military Affairs 
Bureau. We believe there may be merit in a reconsideration 
of the above recommendation by the Inspector General. If 
State is to correct its overdependence on Defense and pro- 
vide strong program leadership, greater emphasis will have 
to be placed on State's organizational structure in the arms 
transfer area. 
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NEED FOR POLICY CRITERIA TO BE 
ON A COUNTRY-BY-COUNTRY BASIS 

The restraint policy is stated in global terms and has 
not yet been translated into detailed country-by-country 
criteria. The considerable amount of time spent by the 
executive branch on ceiling-related matters, while beneficial 
in certain respects, has nonetheless seriously detracted from 
the more important task of developing the detailed country- 
by-country criteria necessary to implement the qualitative 
aspects of the President's policy. The State Department 
recognizes the need for such criteria but has chosen to 
approach the problem slowly. This approach, we understand, 
was fostered by recognition of the impact that the criteria 
would have on the backlog of prior commitments and the 
generally recognized difficulty of developing and gaining 
institutional acceptance for the criteria. 

Such reasoning, we found, was more symptomatic of a 
deeply rooted problem than it was enlightening. Our discus- 
sion with State officials surfaced a definite ambivalence as 
to whether detailed criteria were an immediate need. We 
believe that the State Department is faced with a basic 
dilemma. Although it wants to fully implement the President's 
policy --which would require development of the detailed 
criteria-- it does not want to box itself in by establishing 
such criteria. At this point, flexibility has been maintained 
by keeping attention focused on the ceiling. In short, the 
ceiling appears to have been used in lieu of developing speci- 
fic country-by-country policy guidance. 

State and DOD officials with whom we spoke during our 
review agreed with our conclusion that the development of 
specific country and equipment criteria is critical to the 
overall objective of restraining U.S. arms transfers. Our 
examination of recently approved and disapproved arms transfer 
requests demonstrates that roadblocks in the form of clear 
statements about what the United States will and will not sell 
to each eligible purchaser are essential to counterbalance the 
momentum that normally develops behind a sales request. 

Another important reason to develop restraint criteria 
on a country-by-country basis is the special security rela- 
tionship that exists between the United States and many non- 
exempt countries, such as Taiwan, South Korea, the Philippines, 
Spain, Saudi Arabia, and Israel. Many officials with whom we 
spoke emphasized the pressing need to balance the opposing 
goals of restraint against providing for the legitimate 
security needs of special friends. A restraint policy which 
is not tailored to the reality of U.S. relations with specific 
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countries runs two risks-- denying the legitimate security 
interests of friends or being labeled as hypocritical 
because of the need to make frequent and poorly disguised 
deviations from the policy. 

What of the argument that procedural as well as qualita- 
ative roadblocks have been established? The efforts to in- 
volve State as soon as a country expresses interest in a new 
weapons system and to limit U.S. officials' activities which 
appear to encourage foreign interest in U.S. arms, are laud- 
able. However, we do not believe they are sufficient to 
curtail the forces, discussed in chapter 5, which encourage 
a positive response. While the reasons for saying yes to a 
request are usually obvious and beneficial to good relations, 
the benefits of saying no are neither. For a restraint policy 
to succeed, reasons for saying no have to be clearly spelled 
out. 

The qualitative policy criteria that were announced in 
May 1977 are general rules, with qualifiers that leave a great 
deal of latitude for interpretation. For example, whether a 
system represents a new or higher combat capability is a 
difficult, judgmental question. A replacement for an older 
weapons system usually represents the latest technology and 
in that sense is a "higher" capability. Similarly it is a 
matter of opinion at which point an advanced new technology 
represents a new capability. Another potentially controver- 
sial area involves the definition of a region and whether a 
capability is new for a region. For the Middle East, particu- 
larly, there is a great deal of disagreement in the executive 
branch about which countries are in which region. Deciding 
whether the capability requested by a country is in fact 
the same capability possessed by another country in the 
region can also be difficult. In one case we examined, there 
were various viewpoints as to whether a certain country had 
a specific capability, had already bought but not installed 
it, or was only considering buying it. 

We recognize that any criteria will require some inter- 
pretation and that most criteria would not cover all conceiv- 
able circumstances. But further refinement of the qualitative 
criteria contained in the policy is possible and necessary. 

The question arises, then, as to the best vehicle for 
that task. We asked agency officials whether the determina- 
tion of a country's eligibility to purchase U.S. military 
equipment might not be an appropriate time and form to define 
the nature of the U.S. security relationship and to place 
restrictive limits on weapon ty'pe, level of sophistication 
and technology that could be purchased. State and Defense 
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Department officials agreed, but pointed out that, currently, 
eligibility is established by a Presidential determination of 
open-ended duration. It would be necessary to place a time 
limit on the determination and/or require regularly scheduled 
reevaluation of eligibility. If the reevaluation took place 
on a yearly basis, it would serve the additional important 
function of providing clear guidance and parameters for plan- 
ning. 

State Department officials informed us that the matter of 
developing the criteria necessary for full implementation of 
the arms transfer policy has been under consideration for a 
number of months. We were unable to ascertain the progress 
that has been made, if any, or whether a definite timeframe 
had been established for accomplishment of the task. We 
believe that such an effort is of critical importance and that 
a timeframe is necessary to assure that the important task of 
developing criteria is completed in a timely manner. 

NEED FOR PURPOSEFUL PLANNING 

Detailed country-by-country planning has been charac- 
teristic of the security assistance program from inception. 
The need to develop, justify, and obtain appropriations for 
the large grant-aid programs of the past provided all the 
incentive necessary to elevate planning to a position of 
the utmost importance within the program. Moreover, there 
was an early and clearly understood purpose for planning. 

As the security assistance program slowly changed from 
grant-aid to predominately cash sales, fundamental changes 
occurred which radically altered program attitudes and tradi- 
tional ways of doing things. While detailed country planning 
continued for the ever-decreasing funded portion of the pro- 
gram, planning for cash sales was considered inappropriate, 
if not impossible. A reversal in the program managers' 
attitudes toward the recipient country triggered this think- 
ing. The recipient was no longer viewed as a mere passenger, 
as had been the case in grant-aid, because it was believed 
the recipient had in fact become the the driver under the 
cash sales program. How, it was asked, could one plan a 
course of action for another country's military requirements 
when that country was paying for what it received, determin- 
ing what it wanted, and deciding when it would purchase? 
With the buyer in control of these critical decision points 
and with the U.S. Government in control of what would be sold 
and when! we were told that security assistance officials 
believed the cash sales program was inherently a reactive pro- 
cess where each request had to be considered separately and on 
its own merits. In other words, cash sales required case-by- 
case policymaking. 
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Another important factor contributing to the demise of 
comprehensive country-by-country planning was that a cash 
sales program eliminated the need to annually justify pro- 
grams in order to obtain appropriations from the Congress. 

The need for information keeps 
planninq mechanism in operation 

Even though it was considered impractical to develop 
detailed plans for cash sales customers, the need for data 
on foreign government military requirements and expected 
yearly purchases from the United States was well recognized. 
Such projections were viewed by the military as critical to 
strategic planning and necessary in order to determine the 
collective effect of security assistance on future U.S. 
military operations and budgets. This information was also 
considered of interest to the Congress in carrying out its 
security assistance oversight responsibilities. 

Determining what data was needed and when it would be 
reported, along with the actual task of collecting and devel- 
oping the information, became a strictly military exercise 
from beginning to end. This, however, did not represent 
any real departure from prior practices, as the military had 
long had primary responsibility for developing annual grant- 
aid programs. 

The mechanism established to collect, analyze, and sum- 
marize the data needed on requirements and potential cash 
sales was an outgrowth of that already in use for grant-aid 
countries. Incountry military personnel remained the logical 
source for raw data, information, and preliminary analysis: 
as a result, additional responsibilities were placed on the 
country teams, including greatly expanded annual reporting 
requirements. With projections of up to 7 years required and 
with usually less than enthusiastic host-government partici- 
pation, incountry military personnel were often faced with 
making questionable assumptions and guesses for a large part 
of the input being provided. 

The Unified Commands, who were responsible for incountry 
military assistance personnel and for developing and subnit- 
ting security assistance plans to the Secretary of Defense, 
received the information developed by the country teams under 
their jurisdictions. The Commands then analyzed the data from 
what we were told was a "bigger picture" or regional perspec- 
tive. After making necessary revisions, the data was then 
sent to the Office of the Joint Chiefs of Staff for global 
analysis and incorporation into various planning efforts, 
including the Joint Strategic Objectives Plan. 
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From a military perspective, the Joint Plan served as a 
very powerful document in case-by-case decisionmaking on arms 
sales requests. Representing the best of military thinking, 
the annually revised plan set out country-by-country require- 
ments and parameters by specific category of weapon system. 
Arms sales requests were therefore routinely tested against 
the Joint Plan by Defense reviewing officials. If a request 
fell outside Joint Plan boundaries, justification and approval 
of the sale became more time consuming and difficult with no 
guarantee that the military would support the request. 

During our review, a number of program officials told us 
that the Joint Plan was an inappropriate standard to measure 
requests against. The Joint Plan, they pointed out was quite 
simply what our military wanted in each country. It was uncon- 
strained by budget and therefore really represented a U.S. 
wish list for others. It gave a false sense of security to 
reviewing requests because you could justify practically 
anything to anyone. 

The Defense Security Assistance Agency also received 
information on expected sales directly from incountry mili- 
tary personnel. The data was simply aggregated annually by 
agency officials and then published, after coordination with 
the Joint Chiefs, as part of the Military Security Assistance 
Projection. This document, which represented a 5-year, 
country-by-country projection of military exports, served 
as primary input to the yearly Congressional Presentation 
Document and as a critical resource document for military 
operational planning and budget preparation. 

The reliability of projections made have been a matter 
of some concern to not only the Congress but also the Defense 
Department. The Military Security Assistance Projection, we 
were told, was never intended as a plan, but represented what 
Defense expected to happen during a given period, and thus 
remained a projection. While the executive branch controls 
what sales will be made to a given country, it has no control 
over actual requests that would be received during a given 
year. Projections that were contained in the yearly Congres- 
sional Presentation Document were somewhat confusing, we were 
told, because of the implicit assumption that the presentation 
document was some sort of Defense plan, which it was not. 

In contrast to Defense's efforts, State Department 
activities and documents for country-by-country arms transfer 
expectations were practically nonexistent. While each Embassy 
was required to provide certain information and analysis to 
State on a fairly regular basis, these efforts normally did 
not address security assistance matters in any substantive way. 
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Over the years, demar@s on incountry military personnel 
for information, including the Joint Plan and the Military 
Security Assistance Projection, outstripped their ability to 
properly collect, analyze, and respond to requirements. The 
situation was a direct result of both duplicative requirements 
and congressionally mandated reductions of incountry security 
assistance personnel. State and DOD decided that in the future 
only information absolutely necessary for all purposes would 
be generated by incountry Embassy and military personnel. 
Both Departments considered a combined reporting approach 
essential. A/ 

Planning needs to be decision-oriented 

In a July 1977, report required by the Congress on arms 
transfer policy, the executive branch identified inadequate 
interagency planning for security assistance as a continuing 
problem and suggested that: 

"Planning and analysis could be improved by 
requiring a comprehensive country assessment on 
arms transfers and security assistance, includ- 
ing their economic and political implications. 
This new country team effort could then serve 
as a basis for responding to the analyses now 
required by Congress to justify arms transfers 
by the U.S., and provide the basis for prelim- 
inary policy determinations prior to formal 
country requests." 

After further study and development of guidance, the 
State Department instituted this new approach to annual 
security assistance planning. The approach was different 
frchn earlier planning because (1) the information to be 
developed was to serve all needs, (2) responsibility for the 
content of the report rested with each Ambassador, (3) it 
represented a joint State-Defense effort, (4) it reduced the 
planning period to 3 years, and (5) State had traditionally 
paid little if any attention to security assistance planning. 

The first annual integrated assessment, which covered 
fiscal years 1980 to 1982, took place in July 1978. Each 
Embassy, as required, submitted its country report directly 

i/The Joint Program Assessment Memorandum, a less detailed 
document, has taken the place of the Joint Plan. At the 
time of our review, the publication status of the Military 
Security Assistance Projection was uncertain. 
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to the State Department. Copies of each assessment were also 
forwarded to International Security Affairs, Defense Security 
Assistance Agency, Joint Chiefs and the responsible unified 
command. 

During discussions with incountry military and Embassy 
personnel, we found that preparation of the integrated 
assessment was a separate but fully coordinated effort that 
reflected the collective wisdom of the mission. In other 
words, the military handled those portions of the report 
dealing with expected purchases, financing requirements, 
military objectives, and threat assessment: Embassy person- 
nel developed the economic profile and political objectives 
sections. When these actions were completed, the Ambassador 
reviewed and signed the document. 

In discussing the content of the report with incountry 
officials, we learned that host government's willingness to 
provide estimates of expected purchases has greatly increased 
in recent years. In some cases, listings of expected pur- 
chases have been provided prior to U.S. requests for such 
data. This greater responsiveness on the part of the host 
government was linked to the imposition of the arms sales 
ceiling and the desire of countries to assure that their needs 
are not excluded for "ceiling" reasons. Because of this 
increased participation, incountry officials speculated that 
the validity of the projections being made, at least for 
the first 2 years of the planning effort, should prove much 
more reliable than in the past. 

Although incountry officials recognized that the 
ceiling had given some purpose and needed assistance to the 
planning effort, they told us that the missions are still 
unsure whether the planning process does what it is 
supposed to do and whether the ceiling is establishing 
policy. To many officials, planning remains just a yearly 
exercise which in no way reduces the time and effort required 
to gain approval for individual sales cases. In the words of 
one top-level program official, "the system is flawed with 
case-by-case decisionmaking because it results in a lot of 
meaningless motion and a lot of work for no purpose." 

The basic assumption that you cannot develop intended 
courses of action country-by-country for cash sales is 
erroneous. We believe that such plans--setting forth an 
approved intended course of action for arms transfers in 
a context showing how they will promote U.S. foreign policy, 
national security, and arms restraint objectives--are not only 
possible but needed. Our view is supported by a number of 
important elements within the program. Embassy officials 
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generally agreed that the planning effort remains a pure exer- 
cise because the information provided is never reviewed, 
analyzed, and turned into an approved course of action by the 
executive branch. Most believed that it is not only feas- 
ible to develop a very useful plan by country but also prefer- 
able to the current process of gaining case-by-case approval 
for the myriad of cases that come up yearly. 

Within the Defense establishment we observed and noted 
a strong inclination toward detailed planning. It was, 
therefore, not surprising to find key expressions of support 
for developing country-by-country security assistance plans 
in general and for cash sales in particular within the Defense 
Department. 

Defense officials characterized the current approach 
of detailed consideration of cases as permitting only super- 
ficial review of security assistance. Rarely if ever, they 
said, are individual country programs addressed. Too much 
attention to case detail has severely limited any focus on 
program justification. 

To reverse the current process of simply reacting to a 
given set of circumstances, Defense officials believed that 
State must provide the direction, including the development 
of detailed objectives for each country, to assure that all 
involved have the basis to examine and identify needs. 

State officials have also acknowledged the need for plan- 
ning. Various officials told us that State ultimately wants 
a decisionmaking process that permits the earliest possible 
refusal or acceptance for each major arms transfer request. 
To achieve this objective, they recognize, would require a 
decisionmaking process that anticipates and takes firm action 
on requests prior to formal submission. Planning is thus 
viewed as the critical element in changing arms decisionmak- 
ing from a reactive to an anticipatory process. 

We believe the annual country-by-country integrated 
assessment is an extremely valuable tool that is currently 
being underused. The information in each assessment, partic- 
ularly for expected yearly purchases, could be used as the 
basis for detailed review and development of an approved 
course of action for each key country for the following year. 

From a military standpoint, the information provided by 
the assessments will be used, as in the past, in strategic 
planning and as input to military operational and budget plan- 
ning. State Department officials told us that the integrated 
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country assessments are simply being used as resource docu- 
ments. Accordingly, we found that each assessment was simply 
being turned over to the respective country desk for reference 
and retention. No aggregation of data was being contemplated 
by State officials and no preliminary policy decisions relat- 
ing to future requests had been attempted. 

The development of such plans is both possible and desir- 
able. Recognizing that changes and adjustments to some coun- 
try plans may be occasioned by changing circumstances during 
a year does not, in our opinion, preclude making such plans nor 
obviate their necessity. Development and approval of compre- 
hensive country-by-country plans would greatly increase the 
opportunities for exercising restraint by focusing attention 
on program instead of item. Such plans would also prove 
helpful to the Congress in exercising its program oversight 
responsibilities. 

ROLE OF UNIFIED COMMAND IN 
SECURITY ASSISTANCE PLANNING 

According to incountry personnel, the Unified Commands 
played a dominant role in the preparation of the Joint Strate- 
gic Objectives Plan and the Military Security Assistance Plan 
prior to implementation of the integrated assessment. The 
Commands' involvement included (1) providing the detailed 
guidance for development of the information, (2) review and 
analysis of each submission, (3) bringing a regional perspec- 
tive to the data provided, and (4) changing equipment prior- 
ites or input to reflect Command thinking. 

Under the new reporting procedures for the integrated 
assessment, however, the Commands have been effectively elimi- 
nated from the security assistance planning process. They now 
only receive an informational copy of the report after it is 
provided to State and Defense. Command officials said that 
the steadily diminishing role of the security assistance group 
within each command has been a matter of great concern to 
them. They believe that the groups have an important role 
to play, particularly in bringing a regional perspective to 
planning efforts and being in a position to react to and 
resolve incountry management problems. Under current gui- 
dance, they said, the hands of the security assistance groups 
have been effectively tied; no longer do they have the key 
information needed to become meaningfully involved. In effect, 
the groups have been reduced to simply monitoring incountry 
planning activities and actual arms sales requests. 

The importance of the Unified Commands in the planning 
process was perceived quite differently incountry. Incountry 
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military personnel told us that they had never viewed the 
Commands as having any real role in security assistance plan- 
ning. Historically, they said, the Commands had not provided 
any meaningful assistance or input to the process and had just 
acted as another intermediate review level without decision 
authority. While there was strong military agreement that 
the Commands should remain in the security assistance area 
to provide operational support to those incountry, it was 
generally acknowledged that they should not be involved in 
security assistance planning or individual review of arms 
sales requests. 

Embassy officials, including Ambassadors, fully supported 
this view. They also told us that any regional perspective 
the Commands had brought to bear on past planning efforts could 
be directly obtained in Washington. 

The basic decision that the Commands not participate in 
security assistance planning was made by the executive branch, 
The new integrated assessment effectively eliminated the Com- 
mands from this effort. Further, under new procedures, the 
Commands' role in reviewing arms sales requests has been 
reduced to a monitoring status. 

Based on what we observed and heard, we fully support 
the basic decisions that have been made. While we agree 
with the Commands that their security assistance groups 
have important functions to perform in support of incountry 
military personnel, we do not believe they have a proper role 
to fill in security assistance planning. Any regional mili- 
tary perspective needed in this area could as well be accom- 
plished by desk officers within the offices of the Joint Chiefs 
in Washington. 

With direct involvement in planning no longer a Command 
responsibility, we believe that the Defense Department should 
reexamine the authorized staff size of the Unified Commands' 
security assistance groups to determine if any staff reduc- 
tions are possible. 

CONCLUSIONS 

The difficult task of systematically fitting the world- 
wide restraint policy to the needs and realities of U.S. rela- 
tions with specific purchasing countries must be more effec- 
tively pursued. We believe this will require stronger program 
leadership by the Department of State and the development of 
policy criteria and plans on a country-by-country basis. A 
country plan would permit and encourage firm responses to anti- 
cipated requests prior to their actual submission. Such plans 
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could serve to change arms decisionmaking from the present 
reactive process to a more anticipatory process. Finally, 
the development of such country-by-country restraint plans 
would provide a basis for providing Congress, with the frame- 
work of an integrated plan and rationale under which to 
better exercise its oversight responsibilities. 

RECOMMENDATIONS 

We recommend that the Secretary of State: 

--Reevaluate the adequacy of the structure and 
staffing of the Office of the Under Secretary 
for Security Assistance, Science and Technology, 
to assure that they are commensurate with the 
leadership role envisioned for this Office. 

--Require and develop guidance for preparing 
country restraint plans, for countries 
receiving significant U.S. military items, 
to include policy criteria setting forth what 
the United States will and will not sell and 
why. 

We recommend that the Secretary of Defense reevaluate the 
level of staffing for the security assistance groups in the 
Unified Commands. 

AGENCY COMMENTS AND OUR EVALUATION 

In commenting on our draft report, the Department of 
State said: 

"The Department does not agree that the "ceiling" 
has been used in lieu of specific country guidance. 
The ceiling has served and continues to serve as an 
important management device to insure that the totality 
of our arms transfer decisions are looked at as the 
merits of individual proposed sales are assessed. As 
yearly ceiling plans are formulated, we do look at and 
plan for an overall country sales program, particularly 
for those countries with which we have a major military 
supply relationship. Because of the rapidly changing 
nature of arms requests and the need for in-depth 
policy review on a case-by-case basis, the concept of 
country or regional quotas would be unworkable." 
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We find it curious that State plans for an overall 
country-by-country sales program as part of ceiling manage- 
ment but does not believe that detailed country sales plans, 
as we recommend, serve U.S. interests. Quite possibly, it is 
the thought of sharing such information with the Congress and/ 
or being finally tied to an approved course of action that the 
Department finds most objectionable. We, of course, are not 
advocating a once approved-no turnback situation for mili- 
tary sales planning. Uncertainty is a part of any planning 
effort and change is therefore to be expected. Certainly, 
the executive branch working with the Congress could work out 
an acceptable means of incorporating necessary changes into 
any approved yearly plan. 

We do not suggest that separate country or regional 
quotas be applied to military sales planning. We agree such 
quotas would more than likely prove unworkable and thus 
counterproductive. 

The Department of State also said: 

"We do not believe the GAO has understood the 
role of policy-making officials such as the Under 
Secretary of State for Security Assistance, 
Science and Technology. The Under Secretary's 
office is not a working-level organization but a 
senior level office exercising specific functions 
pursuant to legislative mandate and executive 
order. It is true that a close working relation- 
ship exists with the Bureau of Politico-Military 
Affairs, which provides the staff work for the 
Under Secretary, but the Under Secretary also 
calls upon the resources of the entire Depart- 
ment in the exercise of her supervisory and 
policy-making functions. A greatly increased 
security assistance staff is not necessary in 
view of her oversight functions. Finally, the 
Under Secretary is responsible for coordinating 
security assistance on an interagency basis, 
not just within the Department of State, and 
has major responsibilities for presenting 
programs to the Congress." 

Considering the responsibilities vested in the position of 
Under Secretary --program leadership oversight and supervision, 
policy formulation, planning, coordination and evaluation-- 
direct staff support should be far better than depending almost 
exclusively on the staffs of other individuals for resources 
necessary to discharge the responsibilities of the office. 
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Finally, the Department of State said: 

"The Administration never intended the ceil- 
ing to be the single major device for pronoting 
restraint. The heart of the arms transfer policy 
is the qualitative controls. The GAO report 
virtually ignores these crucial substantive 
qualitative controls. In addition, GAO fails to 
take into consideration the equally-important 
regional and bilateral policies that affect arms 
transfer decisions. The totality of these inter- 
related policies largely determines individual 
case outcomes. Case-by-case review, simply 
stated, means that each case is examined to 
determine if the merits of a particular request 
fall within already-established policy, or if 
there are unique aspects to the case which would 
warrant exceptional handling. It clearly does 
not mean that the buyer controls the arms 
transfer process or that the United States 
simply reacts to foreign requests." 

We agree that the heart of the policy is its qualitative 
controls. The executive branch, however, has given insuffi- 
cient attention, over the past 2 years, to fully implementing 
them. As pointed out throughout the report, the restraint 
policy is stated in global terms and has not yet been trans- 
lated into guidance reflecting the needs and realities of our 
relations with specific purchasing countries. The consider- 
able attention given to ceiling related matters, while bene- 
ficial in certain respects has seriously detracted from the 
important task of implementing the policy's qualitative con- 
trols. And, we, of course, agree that the executive branch 
should not ignore regional policies that affect arms transfer 
decisions if and when it attempts to translate the policy's 
general qualitative controls into specific country guidance. 

Finally, without more specific country-by-country policy 
guidelines, we believe that the arms transfer decisionmaking 
process will remain reactive with the purchaser in a strong 
position to bring about a positive response. 
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CHAPTER 7 

NEED FOR IMPROVED CONGRESSIONAL 

PRESENTATIONS 

The Congress has two recurring concerns about its foreign 
military sales oversight responsibilities: (1) It becomes 
involved in the decisionmaking process too late to have a 
meaningful impact on the outcome and (2) The ad hoc, piece- 
meal nature of congressional review does not permit full 
consideration (country-by-country and region-by-region) of 
the total needs and extent of U.S. involvement. Members of 
Congress have made several attempts to overcome these weak- 
nesses. However, the executive branch has remained adamantly 
opposed to any proposal calling for the submission of an 
annual country-by-country plan setting forth in detail and 
justifying U.S. military sales for the coming year. We 
believe such a plan can be prepared and that it is necessary 
for effective congressional oversight. 

CONGRESSIONAL VETO OVER SALES 

With passage of the "Nelson Amendment" in 1974, the 
Congress gained a legislative veto over major arms sales. The 
amendment, contained in Section 36(b) of the Arms Export Con- 
trol Act, requires that Congress be notified of any proposed 
sale of $25 million or more or any sale of major defense 
equipment of $7 million or more. The Congress has 30 days in 
which to adopt a concurrent resolution disapproving a proposed 
sale. 

Section 36(b) has established the principle of direct 
congressional involvement in FMS decisionmaking. However, 
whether it represents the most effective oversight mechanism 
has been debated for several years for two reasons. 

First, congressional notification comes at the end of a 
long decisionmaking process. The purchasing country has 
decided it needs the item and the executive branch has 
endorsed this decision. In sending notifications to the 
Congress, the executive branch has argued that disapproval of 
the sale at this point could cause irreparable damage to U.S. 
relations with the purchasing country. In 1976 Senator Church, 
the current Chairman of the Foreign Relations Committee, said 
that: 

"We [Congress] also wrote into the law a veto so 
that we would have some say in matters involving 
billions of dollars of armssales. *** Yet we 
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discovered that this was awkward, too, for when 
we came around to considering a veto, it was 
too late. We were told that the exercise of 
the veto power would create a grievous embar- 
rassment, a serious diplomatic crisis, because 
everything had been settled between the 
governments concerned by the time it got to 
the committee." 

Many Members of Congress accept the validity of the execu- 
tive branch concern over the actual use of the veto. Although 
over 100 resolutions have been introduced and many hearings 
held on these resolutions, the Congress has never disapproved 
a sale. 

Second, Section 36(b) parallels and appears to endorse 
ad hoc case-by-case decisionmaking. The Congress is com- 
pelled to make its decisions in the same questionable manner 
as the executive branch: that is, it reviews individual parts 
with only a limited sense of the whole. The totality and 
reasonableness of the U.S. expected military relationship 
with a country over a given period is not considered. 

NEW BASIS FOR CONGRESSIONAL REVIEW 

In 1977 and 1978, Senator Javits introduced an amendment 
designed to overcome the above two weaknesses of the Section 
36(b) procedures, which he characterized as ad hoc and nega- 
tive. The basic objectives of the amendment were to get 
the Congress involved in the start as well as the finish of 
the FMS decisionmaking process, and to get both the Congress 
and the executive branch to consider individual sales within 
the context of overall sales during a given period of time. 

Specifically, the amendment would have required the 
executive branch to submit an arms sales plan for each country 
for the coming fiscal year. Under current procedures, the 
Congress is given only an estimate of total sales for each 
country, with no indication of what individual items go 
into that total; in contrast, the plan would have required 
that each proposed sale and the total amount of sales be 
listed for a country. The Congress would then have had the 
opportunity to accept, refuse, or change the basic plan as 
part of the regular authorization process. Executive 
branch flexibility would be preserved and paperwork reduced 
by reserving Section 36(b) notification procedures for 
increases in the total value of sales to a country, or the 
sale of major equipment not justified in the country plan. 
Thus, the plan could be adjusted to reflect changes in U.S. 
policy or in decisions by the foreign country. Senator Javits 
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emphasized that he was flexible on how the Congress would 
review changes in the plan, since the most important point 
was for the Congress to have an advance plan containing 
the total package for each country. 

OPPOSITION TO PLAN RESULTED 
IN COMPROMISE 

The executive branch opposed the Javits amendment during 
Senate hearings. Although the executive branch agreed that the 
Congress needed as much advance information as possible, it 
objected to developing annual country sales plans for the 
Congress to review and approve because 

--it would be difficult for the executive branch 
to remove a country from the plan after congres- 
sional review in a private way and if removal 
became public knowledge it could cause diplomatic 
friction; 

--the unpredictability of sales would necessitate 
frequent modification of the plan after submission. 

Such criticisms were answered by noting that current Section 
36(b) procedures had the inherent possibility of creating 
diplomatic friction on sensitive sales cases. One purpose 
of the plan was to avoid executive branch-congressional 
confrontation over sales proposals by involving the Congress 
earlier in the executive branch deliberations. As to the 
possibility of frequent modification of the plan, the execu- 
tive branch itself noted that many of the sales proposals 
which survive the Section 36(b) mechanism are never consum- 
mated for various reasons. Finally, recognizing that modifi- 
cations to the plan after its submission would be necessary, 
Senator Javits emphasized that Congress and the executive 
branch could jointly decide the best means to handle these 
changes. Despite executive branch opposition, the Senate 
approved the Javits amendment. 

The conference committee modified the Senate proposal. 
Rather than a country-by-country sales plan for the next 
fiscal year to be reviewed and approved by the Congress, the 
conference committee adopted the following compromise: 
by November 15 of each year --one and one-half months after 
the start of the fiscal year--the executive branch should 
provide an authoritative projection of all sales eligible 
for approval during the current fiscal year. The requirement, 
known as the Arms Sales Proposal, is contained in Section 
25(d). 
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The first Arms Sales Proposal was submitted by the execu- 
tive branch in November 1978. It contained a country-by- 
country list of major defense equipment, described as "known 
potential programs which may result in 36(b) notifications" 
between October 1, 1978 and Septenber 30, 1979. While the 
arms sales proposal has proved important in providing the 
Congress with more advanced information on expected sales 
during the year, it has not overcome the basic criticisms 
discussed earlier. 

--The proposal simply lists the program being 
implemented rather than being an advance 
plan submitted prior to the start of the 
fiscal year. 

--The Congress is given no opportunity to 
review, change, and approve executive 
branch sales plans. 

--Sales are still presented and justified 
individually without consideration of 
overall sales to the country. 

CONGRESSIONAL OVERSIGHT CAN BE 
STREAMLINED AND MADE MORE 
EFFECTIVE 

The opportunity exists for the Congress to have a greater 
impact on the nature, size, and content of U.S. military sales 
and at the same time reduce the administrative burden associ- 
ated with existing procedures. The presentation of a periodic 
sales plan by the executive branch for congressional review 
would fully overcome existing shortcomings. Such a require- 
ment would permit the Congress to bring about changes early 
enough in the decisionmaking process to have an impact. It 
would also overcome the problem of ad hoc considerations of 
sales requests by focusing attention on an integrated plan. 

Our review of the arms sale decisionmaking process 
revealed that Section 36(b) notifications are normally pre- 
ceded by many months or even years of discussion and review. 
Further, the executive branch is engaged in frequent and 
detailed consultations with foreign governments about their 
military needs and future arms purchases. Many major pur- 
chasers, with some urging or on their own, have actually 
submitted detailed long-range purchase plans for executive 
department information and consideration. To date, however, 
the executive branch has remained reluctant to use such 
information as a basis for developing a well-reasoned 
plan of sales for the following year. 
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Based on the information available to the executive 
branch prior to the start of a new fiscal year, we believe 
that most of the 108 notifications forwarded to the Congress 
during fiscal year 1978 could have been presented in an 
integrated plan for congressional review. The executive 
branch has argued that only 75 percent of such a plan 
would have remained firm and, therefore, many changes 
to the plan would have been required. k7hile the extent 
of such changes may be overstated, the fact that change 
would occur does not in any way tarnish the concept of 
developing such a plan. To the contrary, if only the 
changes in the plan were reviewed under Section 36(b) 
procedures, the administrative burden associated with 
the mechanism would be decreased significantly. 

There are more important benefits to be gained by the 
submission of annual country-by-country sales plans. Such 
plans would be an ideal mechanism to spell out U.S. 
restraint policy toward individual recipients and to help 
understand the totality of U.S. commitments and resource 
requirements. We believe that the plan should also attempt 
to provide the Congress a sense of where the individual 
country programs are headed. That is, in addition to a 
plan for the next fiscal year, it should contain data on 
major defense equipment which a country may be interested 
in purchasing in the years ahead. Such data, based on 
discussions and proposals, is currently available. Sharing 
such information with the Congress would go a long way 
toward bringing the Congress into the decisionmaking 
process early on. Even more helpful would be preliminary 
executive branch positions on these potential requests, 
in light of the restraint guidelines established for 
individual recipients. 

RECOMMENDATION TO 
THE CONGRESS 

We recommend that the Congress require the President 
to submit annually, prior to the start of the fiscal year, a 
detailed plan for each nonexempt country requesting signifi- 
cant quantities of military equipment from the U.S. Government 
on a cash or credit basis. This could be accomplished by 
amending the Arms Export Control Act to require submission 
of an arms sales plan which defines the U.S. military supply 
relationship with each country and identifies the limits 
the United States has placed on that supply relationship by 
specific weapon or weapons category. The plan should include 
(1) an identification, with justification, of all major 
defense equipment which the President has approved for sale 
to each country and (2) a list of major defense equipment, 
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based on discussions with each country, which that country is 
or may be interested in purchasing in the two fiscal years 
succeeding the plan. 

Significant changes to the plan during the year should 
also be submitted to the Congress. Because of the sensitivity 
of such information, it should be transmitted with an appro- 
priate security classification. 

Once the Congress becomes satisfied with the annual 
plans being submitted by the President, modifications to 
existing provisions of the Act (such as Sections 25 and 36) 
may be indicated. 

AGENCY COMMENTS AND OUR EVALUATION 

In commenting on our draft report, the Department of 
State said: 

"Finally, we do not agree that a detailed annual 
plan for each non-exempt country would serve our 
interests. Many countries have not developed multi- 
year acquisition plans. Encouraging development of 
such plans could be counter to our restraint objec- 
tives. 

A recurring thene in the study is that the 
Administration should develop clear guidelines con- 
cerning what the U.S. will or will not sell to each 
eligible purchaser. Such an approach would have more 
merit if the international political and military 
environment never changed. Reflection on the trans- 
formations in U.S. security assistance relationships 
with a number of key countries that have occurred just 
in the last year should lead one to recognize the 
importance of maintaining policy flexibility. Ironic- 
ally, pre-established country criteria might well have 
adverse effects on U.S. arms restraint objectives in 
at least two ways: 

1) The guidelines might stimulate interest in 
items which a country might not otherwise have sought; 

2) Perceived discrimination in the country-by- 
country guidelines could heighten local rivalries and 
fuel regional arms races. 

The basic problem of the country-by-country 
approach is that it removes arms transfer policy 
from the larger context of the pursuit of U.S. 
interests in bilateral and regional relationships. 
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As a practical matter the statutes as now 
written foreshadow for the Congress the kinds of 
specific cases that may come up in the future, 
For example, the Administration already provides 
the Congress a detailed Congressional Presenta- 
tion Document dealing with our security assistance 
programs. In addition, Congress is informed of 
all "arms sales proposals considered eligible for 
approval," pursuant to Section 25 (d) of the Arms 
Export Control Act. And, of course, Congressional 
review of all significant arms transfers is pro- 
vided for under Sections 36(b) and 36 (c) of the 
Arms Export Control Act." 

We do not believe that the well recognized need to adapt 
to changing circumstances in the international political/ 
military arena is a valid argument against developing coun- 
try guidelines and sales plans. Flexibility should be 
preserved by updating such guidelines and plans whenever 
necessary. 

As to the argument that country criteria will encourage 
requests for items that a country might not otherwise have 
sought, we see no reason why the U.S. Government determina- 
tion of what it will and will not sell has to be shared 
with the foreign country. However, even if it were shared, 
it is difficult to understand how requests which violate our 
restraint objectives could be stimulated by a list of equip- 
ment which truly reflects U.S. restraint objectives. The 
restraint objective for each country should be drafted with 
the goal of encouraging regional stability. The development 
of criteria and plans for each country need not discourage 
the consideration of broader issues. 

Finally, the objective of our recommendation for annual 
country sales plans and forecasts is to provide Congress 
important additional information as well as to provide a 
framework for organizing that information. Currently Congress 
receives only a list which does not distinguish between likely 
and potential sales. The list contains no overall rational 
for country sales. Under our recommendation, Congress would 
receive a justified country plan for sales in the coming year 
as well as a separate listing of potential sales which major 
purchasers may be considering. Thus Congress would have 
earlier notification of potential sales as well as a more 
effective means to review formal sales requests. 
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APPENDIX I 

U.S. CONVENTIONAL ARMS TRANSFERS 

Throughout its history, arms export policy has served a 
variety of different purposes for the United States. From 
the Republic's beginning to about 1905, with but few excep- 
tions, the United States did not regulate arms exports but 
insisted that its citizens were entitled to freely sell and 
export arms and war material at all times. 

From 1905 through 1933, the United States restricted 
the shipment of arms to certain Latin American countries 
and to China (1919) during periods of civil strife. The 
basic purpose was to protect American interests by pro- 
moting the general stability of the areas. 

Between 1934 and 1939, in response to mounting public 
pressure for the Government to curb and control the arms 
trade, the historic principle of laissez faire in arms ex- 
ports was set aside. The United States for the first time 
brought all arms exports under Government licensing and 
provided for an automatic arms embargo against all belli- 
gerent countries as soon as the President found a state of 
war to exist. In November 1939, in recognition that the 
arms embargo was operating to forbid the export of arms to 
a belligerent group with which the American people were in 
sywa thyI the arms embargo was repealed. 

The current policy era had its beginnings in March 1941 
when the Lend-Lease Act was passed. Starting with arms 
transferred pursuant to this act, the U.S. Government con- 
verted arms transfers from predominantly private to predo- 
minantly public channels. Since then, arms exports increas- 
ingly have served as a principal instrument of U.S. foreign 
and national security policy. 

In the period 1950 through 1978, U.S. security assistance 
related grants and sales abroad had a value of about $155 bil- 
lion.l/ About $44 billion in arms and related items remained 
undelivered at the end of 1978. Also, 78 naval vessels were 
on loan or lease to foreign nations. These transfers include, 
in addition to weapons, training, support equipment and spare 
parts, vehicles, and construction. 

L/These figures do not reflect any cancellation of sales 
due to events in Iran during 1978 and 1979. 
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Grant and Sale of Military Equipment 
and Services, 1950-1978 - 

(billions) 

Given away: (note a) 

MAP grants (note b).............$53.5 
Excess defense articles ......... 6.4 
Training ........................ 1.9 

Sold: $ 92.8 

$ 61.8 

FMS Agreements (note c) 
Cash.......................$70.4 
Credit (note d)............ 14.2 

Commercial deliveries (note e).. 8.2 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . $154.6 -- 

a/Excludes loan and lease of naval vessels and cash grants - 
under the Security Supporting Assistance Program. 

b/Includes military assistance to countries involved in the 
Vietnam War that was funded through Defense Department 
appropriations. 

c/Only $41.0 billion of the $84.6 billion in FMS cash and 
credit sales have been delivered. 

d/Covers fiscal years 1955 to 1978. 

e/Available data covers only fiscal years 1960-78. 

Since World War II, the relationships between the United 
States and the recipients of American arms have undergone fun- 
damental changes which have affected the objectives, volume, 
financing, content, and distribution of such arms exports. 

OBJECTIVES 

U.S. public arms transfers have been motivated by a mix 
of political, military, and economic factors, although the 
political-military factors have traditionally dominated 
export objectives . 

The preponderance of U.S. arms transfers have been pro- 
vided to friendly nations to inceease collective security, 
limit Sino-Soviet-bloc military and political influence, 
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and secure base and operational rights for U.S. Forces. 
As new independent nations emerged during the 1960s and 197Os, 
the security needs of these new nations as perceived by these 
leaders changed. The objective of using arms assistance to 
induce the alliance or alignment of these states increased 
in importance. 

From the late 1960s to the mid-197Os, a large portion 
of U.S. exports were provided to the Middle East and East 
Asia for the purpose of Communist containment and to promote 
regional stability, retain U.S. political influence, and 
counter Soviet aid. The change from arms grants to arms 
sales resulted in a diminished U.S. involvement in helping 
the recipients to plan their security needs. 

From 1974 to 1978, about 65 percent of U.S. arms exports 
were aimed at promoting regional stability, good relations, 
and U.S. political influence in the Middle East. Another 
20 percent of U.S. arms exports were made to promote collec- 
tive security with NATO allies in Europe. 

VOLUME 

In monetary terms, U.S. arms transfer agreements have 
risen dramatically, particularly in the past decade. Part 
of the rise is a result of the declining value of the dollar. 
When expressed in constant terms, which correct for the ef- 
fects of inflation, the increase is more moderate. 

U.S. Aras Transfer Agreements 

Averaqe annual volume 
1974-78 1970-73 1460s 1950s -- 

- - - - - - - - - - - - - - - - - (OOO omitted)---------------- 

C,RAXTS : $ 686,529 $3,159,363 $1,080,855 $2,213,877 

Sales : 
FMS agreements 
Commercial exports 

12,509,100 2,523,730 1,010,749 162,371 
1,016,552 405,029 

Total current $14,121,181 $6,088.622 $2,091.604 $2,376,248 

Total 1978 constant dollars $16,399,333 $9,769,081 $5,292,785 $6,137,887 
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FINANCING 

APPENDIX I 

In the late 1940s and the 195Os, U.S. public arms ex- 
ports were financed with appropriated funds and almost ex- 
clusively furnished as grant military assistance (i.e., 
given away). In the mid-1960s, appropriations for such grants 
were significantly reduced. The executive branch offset, to 
a degree, the reduced grant programs by making increased arms 
available through the excess defense articles program for 
which prior legislative authorization was not required. Also, 
economically recovering allies, mostly in Europe, which were 
replacing the arms given them a decade earlier, were persuaded 
that they could afford to buy U.S. arms, especially as an 
offset against the U.S. cost of maintaining forces in their 
countries. In fiscal year 1964, for the first time, U.S. arms 
sales exceeded arms grants. Vigorous competition for sales 
among the world's arms suppliers began to emerge during the 
1960s. 

During this period the Department of Defense embarked on 
an intensified military assistance sales program. Foreign 
customer preference was generated by developing an apprecia- 
tion of the technical superiority, price, and availability 
of U.S. equipment. Follow-on support for all items sold was 
offered through the Defense Department's logistics systems. 
Credit arrangements were made to facilitate sales. The 
Government-instituted loan program included both direct loans 
and loan guaranties. Through 1978, over $14 billion in arms 
sales had been financed by the U.S. Government, about $8 
billion of which represented loans to Israel. 

The 1970s ushered in an era of substantially increased 
ability of recipients to pay for modern weapons. The indus- 
trialized nations achieved economic recovery, and in the de- 
veloping world the oil-producing nations received increased 
revenues from rising petroleum prices in 1974. Hence the 
transition occurred, and most U.S. arms transfers represented 
cash sales. 

Despite congressional efforts to encourage the use of 
commercial channels rather then government-to-government 
sales, commercial sales remained at about the same level from 
1969 to the mid-1970s while government-to-government sales 
increased significantly. 
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Commercial vs. Government-To-Government 

Arms Sales--1969-78 

Government-to-Government 
Sales Agreements 

Commercial 
deliveries 

(note a) 

(millions) 

1969 $ 1.2 
1970 1.2 
1971 1.4 
1972 3.1 
1973 4.5 
1974 10.7 
1975 13.9 
1976 (note b) 13.2 
1977 11.3 
1978 13.5 

4 
:4 
.4 
5 

:4 
5 

:5 
1.4 
1.5 
1.5 (note c) 

a/Represents what is believed to have been exported. Our 
April 25, 1979 report, "U.S. Munitions Export Controls 
Need Improvement" (ID-78-62), concluded that State Depart- 
ment statistics on commercial exports are inaccurate. Dis- 
crepancies in the export value was found in 50 percent of 
all expired or returned 1976 and 1977 licenses. The licenses 
are used to prepare reports on commercial exports. 

b/Includes transitional quarter. 

c/Preliminary. 

CONTENT 

Several fundamental changes have taken place in the 
makeup of U.S. arms exports. For many years, the United 
States exported, to a large degree, only excess equipment. 
Gradually, arms transferred became more sophisticated, and 
presently exports include virtually the entire spectrum of 
U.S. weapons systems, except for heavy bombers and nuclear 
warheads. 

Increased sophistication has contributed to increases in 
the monetary value of arms transfers. Technological changes 
in weaponry are due to several related phenomena. One in 
particular is the turnover rate of weapons generations--the 
timespan between development of new state-of-the-art 
weaponry --which has slowed since World War II. Thus, the 
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United States does not have extensive excess defense equip- 
ment to sell and arms sales are mainly of items currently 
used by U.S. Forces. 

The export of sophisticated and complex weaponry has 
meant the United States must provide significant training 
and logistic support to recipient countries. This has re- 
quired the furnishing of a greater number of technicians. 

To provide adequate support for foreign governments to 
absorb and maintain major weapons systems, the United States 
enters into long-term commitments. In line with this, ci- 
vilian defense contractor personnel have been used exten- 
sively, particularly in the Middle East. For example, prior 
to the political turmoil in Iran in early 1979 estimates 
were that as many as 60,000 U.S. contract personnel would 
be needed in Iran by 1980. The absorption of one major 
aircraft, the F-5, in Saudi Arabia requires over 1,600 
personnel alone. The recent sale of F-15s to Saudi Arabia, 
a more sophisticated aircraft, will probably require many 
more. 

In addition, during the 1957-1976 period, the United 
States, in response to requests for assistance in expanding 
recipients' military.technical know-how and production 
capabilities, entered into a number of co-production agree- 
ments. 

The United States has developed a reputation in inter- 
national arms trade as providing more reliable support for 
its weapons systems than other suppliers. In addition, 
the U.S. military services include spare parts in their 
inventory management for all exported arms and equipment. 
With increased demand for sophisticated weapons and the lack 
of excess defense articles, the delivery leadtimes are leng- 
thened and undelivered balances are ballooning. As of the 
end of 1978, some $44 billion of arms exports--the equivalent 
of 64 percent of all arms sales agreements during the 197Os-- 
were undelivered. 

SHIFT IN RECIPIENTS 

In the late 1940s and 195Os, the preponderance of U.S. 
arms exports were provided to European industrialized nations 
and to the forward defense nations of Turkey, Greece, Iran, 
Taiwan, and Korea. From 1950 to 1953, special aid was pro- 
vided to allies participating in the Korean War. In the 196Os, 
most U.S. exports were directed to Vietnam, to allies parti- 
cipating in the Vietnam conflict, and to the forward defense 
nations. Since 1973, three countries--Iran, Israel, and Saudi 
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Arabia-- have accounted for nearly 65.2 percent of all arms 
export agreements and 63 percent of actual arms deliveries. 
Transfers to Latin America and Africa have remained rela- 
tively stable over the entire period. 
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PRESIDEST 

APPENDIX II 

STATE\~EST BY THE 

THE WHITE Horsr, 
Nay 19, 1977. 

The virtually unrestrained spread of conventional weaponry threatpna stability 
in every region of the world. Total army salts in recent years have rigen to over 
$20 billion, and the United States accounts for more thnn one hnlf of this amount. 
Each year, the weapons tmnqferred are not only more numerous, but 31-o more 
sophistlcsted and desdly. Because of the threst to world peace embodied in this 
spiralhng arms traffic, and because of the special responrtbilities we bear as the 
largest arms seller, I believe that the United States muat take steps to restrain 
its arms transfers. 

Therefore, shortly after my Inauguration, I directed a comprehensive review 
of U.S. conventional arms transfer policy, including all mihtnry, political, and 
economic factors. After reviewing the results of this study, and discussing those 
results with members of Congress and foreign lesders, I have concluded that 
the United States will henceforth view arms transfers as an exceptional foreign 
policy implement, to be used only in instances rvhele it cnn he clearly demon- 
strated that the transfer contributes to our nations! securitv interests. We will 
continue to utilize arms transfers to promote our security ind the security of 
our close friends. But, in the future, the burden of persuasion will be on those 
who favor a particular arms snle, rather tbnn whose tiho oppose it. 

To implement a policy of arms restraint, I am establishing the following set 
of controls, applicable to all transfers except those to countries with which we 
have major defense trenties (NATO, Japan, Australia, and New Zealand). We 
will remain faithful to our treaty obligstions, and will honor our historic responsi- 
bilities to assure the security of the state of Israel. These controls will be binding 
unless extrnordinary circumst3nces necessitate 3 PresidentiLl exception, or where 
I determine that countries friendly to the United States must depend on advanced 
weaoonrv to offset quantitative and other disadvantages in order to maintain 
regibnal balnnce. - 

1. The dollar volume (in constant FY 1976 dollars) of new commitments under 
the Foreign Military Ss!es-and Military Assistance. Programs for weapons and 
weapons-related items in FY 1978 will be reduced from the FY 1977 total. Trans- 
fers which can clearly be classified as services are not covered, nor are commercial 
sales, which the U.S. Government monitors through th? issusnce of export 
licenses. Commercial sales are already significantly rest- .j,ed by existing legisls- 
tion and Executive Branch policy. 

2. The United States will not be the iirst supplier to introduce into a region 
newly-developed, advanced weapons systems which would create a new or signifi- 
cantly higher combat capability. Also, any commitment for sale or coproduction 
of such weapons is prohibited until they are operationally deployed with U.S. 
forces, thus removing the incentive to promote foreign sales in an effort to lower 
unit costs for Defense Department procurement. 

3. Development or simi6cant modification of aduanced weapons systems .so[ely 
for ezport &ll not be peymitted. 

4. Coproduction agreements for significant weapons, equipment, and mnjor 
components (beyond assembly of subcomponents and the fabrication of higb- 
turnover spare parts) are prohibited. A limited class of items will be considered for 
coproduction arrangements, but with restrictions on third-country exports, since 
these arrangements are intended primarily for the coproducer’s requirements. 

5. In addition to existing requirements of the law, the United States, as a 
condition of sale for certain weapons, equipment, or major components, may 
stipulate that we WI!! not entertain any requests for retransfers. By establishing 

at the outset that the United States will not entertain such requests, we can 
avoid unnecessarr bilateral friction caused br later denials. 

6. An smcndn;ent to the International Traffic in Arms Regulations will be 
issued, requiring polrcy level suthorlzntion by the Departmhnt of State for 
actions bv acents of the L-nited States or urinate manufacturers which mieht 
promote ihe &.le of :I& abroad. In addition: emb.psies and military represenTa- 
tives abrnad n-ill not promotr the sale of arms and the Secretary of Defense will 
continue his review oi government procedures, psrticulsrly procurement regula- 
tions. x hicb ma\- nro\ide incentilcs for fnrricn ssles. 

In’formulstinig iecuritv assistance prograr& consistent with these controls, we 
will continue our eflorts‘ to promote and advance respect for human rights in 
recipient countries. Also, we &ill assess the economic impact of arms transfers to 
those less-developed countries receiving U.S. economic assistance. 

I sm initiating this policy of restraint in the full understanding that actual 
reductions in the worldwide traffic in arms will require multilat.eral cooperation. 
Because we dominate the norld market to such a degree, I believe that the 
United States can, snd should, take the first step. However, in the immediate 
future, the United States will meet with other arms suppliers, including the 
Soviet L’nion, to begin discussions of possibk measures for multilateral action. 
In addition, we will do whatever we can to encourage regional agreements among 
purchasers to limit arms imports. 
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The United States Government, the Executive Branch and the 
Congress, are pledged to bring about a reduction in the trade 
in conventional arms. Last year, I promised to begin reduc- 
ing U. S. arms sales as a necessary first step. I will con- 
tinue that policy this year. 

In the last fiscal year, the previous Administration and my 
Administration made sales commitments totaling many billions 
of dollars. While high, however, the total was considerably 
less than it would have been in the absence of new restraints 
we introduced, particularly in sales commitments to the develop- 
ing countries of the world. Between January 20 and the close 
of the fiscal year, I approved and sent to Congress arms sales 
totaling $5.7 billion, which is less than half the total ap- 
proved during the same period in 1976. 

Today, I am announcing that arms transfer agreements covered 
by the ceiling which I have established will be reduced by 
$740 million in Fiscal Year 1978. This means that for the 
fiscal year which began on October 1, 1977, and which will 
end on September 30, 1978, new commitments under the Foreign 
Military Sales and Military Assistant programs for weapons 
and weapons-related items to all countries except NATO, Japan, 
Australia and New Zealand will not exceed $8.6 billion. The 
comparable figure for Fiscal Year 1977 was $9.3 billion. 
This is a reduction of 8 percent, figured on constant Fiscal 
Year 1976 dollars. 

A larger cut in the ceiling would violate commitments already 
made, including our historic interest in the security of the 
Middle East, and would ignore the continuing realities of world 
politics and risk the confidence and security of those nations 
with whom the United States has vital and shared foreign policy 
and security interests. A smaller reduction would neglect 
our responsibiliv to set an example of restraint that others 
might follow. 

I intend to make further reductions in the next fiscal year. 
The extent of nextyear's reduction will depend upon the world 
political situation and upon the degree of cooperation and 
understanding of other nations. 

I want to emphasize that the restraint policy I announced on 
May 19, 1977, was not aimed exclusively at the volume of arms 
transfers. Equally important is restraint in the sophistica- 
tion of arms being transferred and on the spreading capability 
to produce armaments. Therefore, in addition to the ceiling, 
I established five specific controls applicable to all trans- 
fers except those to our NATO allies, Japan, Australia, and 
New Zealand. These controls included: (1) a control on the 
first introduction of certain advanced systems into an area; 
(2) a prohibition on advanced systems for export only: (3) a 

prohibition on various types of coproduction arrangements; 
(4) tighter controls on retransfer; and (5) special controls 
on sales promotions. 

These guidelines are at the heart of my decisions to approve 
or disapprove an arms transfer. 

As I stated in my October 4 speech to the United Nations, gen- 
uine progress in this area will require multilateral efforts. 
But, we are committed to taking the first steps alone to stop 
the spiral of increasing arms transfers. I call upon suppliers 
and recipients alike to join us in a determined effort to make 
the world a safer place in which to live. 
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November 29, 1978 

Conventional arms transfer restraint is an important objective of 
this Administration and the Congress. To insure U.S. leadership and 
to supplement existing legislation, I established for the first time 
a set of quantitative and qualitative standards by which arms trans- 
fer requests considered by this Government would be judged. The 
principal consideration in the application of these standards is 
whether the transfer in question promotes our security and the 
security of our close friends. 

I am pleased to announce that this Government has kept its pledge to 
take the leadership in restraining arms sales. Under-the ceiling I 
established, U.S. Government transfers of weapons and related items 
to countries other than NATO, Japan, Australia, and New Zealand which 
totaled $8.54 billion in FY 1978 were reduced by 8 percent (or 
approximately $700 million measured in constant dollars) from the 
comparable FY 1977 level. 

When I set this.goal last year, I said that I would make further 
reductions in the next fiscal year. Today, I am announcing an addi- 
tional cut of approximately $733 million* or 8 percent for FY 1979 
measured in constant dollars. This means that for the fiscai year 
that began on October 1, 1978, and which will end on September 30, 
1979, new commitments under the foreign military sales (FMS) and 
military assistance (rCiP) programs for weapons and weapons-related 
items to all countries except NATO, Japan, Australia, and New Zealand 
will not exceed $8.43 billion. This cut is consistent 
with our national security interests, includ.ing our historic interest 
in the security of the Middle East. 

When I addressed the United Nations General Assembly in October 1977, 
I emphasized that the U.S. had taken the first steps at conventional 
arms restraint, but that we could not qo very far alone. Multilateral 
cooperation remains essential to the achievement of meaningful re- 
straint measures. We continue to believe that all nations have an 
interest in restraining transfers of conventional weaponry which 
threaten the stability of various regions of the world and divert 
recipient resources from other worthy objectives without necessarily 
enhancing national security. We are making a maximum effort to achieve 
multilateral cooperation on the arms restraint issue. 

My decision on U.S. arms transfer levels for FY 1980 will depend on 
the degree of cooperation we receive in the coming year from other 
nations, particularly in the area of specific achievements and evidence 
of concrete progress on arms transfer restraint. 

*FY 1979 Ceiling on Conventional Arms Transfers 

(In $ Millions) 

FY 1978 Ceiling $8551 
Inflation (7.2%) +616 

FY 1978 Ceiling in 
FY 1979 Dollars 4167 

Policy Reduction -733 

FY 1979 Ceiling $8434 
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DEPARTMENT OF STATE 

Washington, D.C. 20520 

April 25, 1979 

Mr. J. Kenneth Fasick 
Director 
International Division 
U. S. General Accounting Office 
Washington, D. C. 

Dear Mr. Fasick: 

I am replying to your letter April 11, 1979, 
which forwarded copies of the draft report: "Con- 
ventional Arms Transfers Abroad: Study of a Program 
in Transition." 

The enclosed comments on this report were prepared 
by the Acting Director for the Bureau of Politico-Military 
Affairs. The Department of State considers the draft 
report as unclassified. 

We appreciate having had the opportunity to review 
and comment on the draft report. If I may be of further 
assistance, I trust you will let me know. 

Sincerely, 

Ro& B. Feldman 
Deputy Assistant Secretary 
for Budget and Finance 

Enclosure: 
As stated 
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GAO DRAFT REPORT: "CONVENTIONAL ARMS TRANSFERS ABROAD: 
STUDY OF A PROGRAM IN TRANSITION." 

The issue of conventional arms transfers restraint is 
of continuing concern to this Administration and we therefore 
welcome the opportunity to comment on the recent GAO report. 
Because of the complexity of the issues and the limited time 
allowed for comment, the Department's comments will be limited 
to the principal conclusions and recommendations of the study. 
Our comments focus on seven main areas: the ceiling, qualita- 
tive controls and regional policies, the handling of turndowns, 
Mmomentum for approval," the role of the Under Secretary for 
Security Assistance, Science and Technology, the role of mili- 
tary groups abroad, and country plans. 

Before addressing these broader issues, a brief comment 
is required on the methodology employed. First, we do not 
believe that the analysis of selected cases adequately ad- 
dressed the complex set of foreign policy concerns that must 
be assessed in each case. Second, we believe the specific 
cases chosen are not representative samples. The choice of 
cases seemed to reflect more the degree of public visibility 
of the proposed sales and did not take sufficient account of 
the special circumstances that frequently prevailed. In any 
event, we believe it would have been preferable to produce a 
classified report to Congress in which the specific aspects 
of each case could be discussed, rather than one designed for 
public distribution. We greatly appreciate the efforts of the 
GAO to minimize any adverse foreign policy repercussions by 
not identifying specific items and countries. However, the 
report as it now stands is at such a level of abstraction that 
we frequently cannot identify the item proposed for sale or 
the country involved. This makes it difficult to verify the 
accuracy of the assertions or to comment on the analysis. 

Ceiling. 

The Department does not agree that the "ceiling" has been 
used in lieu of specific country guidance. The ceiling has 
served and continues to serve as an important management de- 
vice to insure that the totality of our arms transfer decisions 
are looked at as the merits of individual proposed sales are 
assessed. As yearly ceiling plans are formulated, we do look 
at and plan for an overall country sales program, particularly 
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for those countries with which we have a major military 
supply relationship. Because of the rapidly changing nature 
of arms requests and the need for in-depth policy review on 
a case-by-case basis, the concept of country or regional 
quotas would be unworkable. 

Qualitative Controls and Regional Policies. 

The Administration never intended the ceiling to be the 
single major device for promoting restraint. The heart of 
the arms transfer policy is the qualitative controls. The 
GAO report virtually ignores these crucial substantive 
qualitative controls. In addition, GAO fails to take into 
consideration the equally-important regional and bilateral 
policies that affect arms transfer decisions. The totality 
of these inter-related policies largely determines individual 
case outcomes. Case-by-case review, simply stated, means 
that each case is examined to determine if the merits of a 
particular request fall within already-established policy, 
or if there are unique aspects to the case which would war- 
rant exceptional handling. It clearly does not mean that 
the buyer controls the arms transfer process or that the 
United States simply reacts to foreign requests. 

Handling of Turndowns. 

Although we are unable to identify the specific examples 
GAO cites as inaccurate, the GAO is correct that records of 
turndowns and turnoffs are not kept in an ideally comprehen- 
sive or systematic fashion. The lists we prepared were 
representative and dealt only with cases on which specific 
actions were taken. The lists do not cover for example in- 
formal turnoffs in the field or those associated with multi- 
year procurement plans of foreign governments. In the latter 
instance, we frequently took no formal action, but our 
comments were such that the requesting government readily 
perceived that if they pressed for a formal response it would 
be largely negative. The lists also do not contain a large 
number of cases that were refused on technical security 
grounds. 
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As to GAO's criticism of how turndowns are explained to 
foreign governments, we note that one of the Department's 
major responsibilities is the conduct of foreign relations. 
If we are able to deflect an ill-advised request for arms in 
a non-confrontational manner that preserves good bilateral 
relations, we believe the national interest is well served. 

State Role. 

GAO's contention that the Department of Defense dominates 
decision-making in the arms sales process is incorrect. The 
Department of State has statutory authority to conduct the 
decision-making process on arms transfer cases and exercises 
that authority. The Department of State reviews all proposed 
arms transfer requests. Our review is conducted at the ear- 
liest opportunity in the process. For example, the Department 
approves all requests as early as the planning and budgetary 
stage. We also approve all DOD survey teams and, through the 
Munitions Control licensing process, control significant 
commercial promotional activities. Where major items or 
sensitive systems are involved, options papers are prepared 
for policy-level decision. These decision documents are 
normally the product of an interagency review process. The 
Department of Defense input is important as is that of other 
agencies such as ACDA and the NSC. Of course, where a policy 
decision has been taken to supply a system, the Department of 
Defense, under law, is responsible for the implementation of 
that decision. 

"Momentum for Approval". 

We would also take issue with GAO's contention that the 
review process tends to build a momentum of positive approval 
for an arms sale. Requests by foreign governments are re- 
viewed at an early, stage on a case-by-case basis. If a policy 
issue is involved, the pros and cons of the proposed transfer 
are analyzed in detail and a wide range of options are pre- 
sented to the policy maker. These options frequently include 
an option for a less capable system and/or an option for out- 
right refusal. The views and recommendations of all agencies 
concerned are included. This is not a process which can be 
characterized as building a momentum for approval. In fact, 
in contrast to the past where arms sales were sometimes 
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approved in the absence of an objection, the present process 
requires a positive determination that the proposed sale 
contributes to the promotion of our security or to the secu- 
rity of our close friends. 

Role of Under Secretary for Security Assistance, Science 
and Technology. 

We do not believe the GAO has understood the role of 
policy-making officials such as the Under Secretary of State 
for Security Assistance, Science and Technology. The Under 
Secretary's office is not a working-level organization but a 
senior level office exercising specific functions pursuant to 
legislative mandate and executive order. It is true that a 
close working relationship exists with the Bureau of Politico- 
Military Affairs, which provides the staff work for the Under 
Secretary, but the Under Secretary also calls upon the re- 
sources of the entire Department in the exercise of her super- 
visory and policy-making functions. A greatly increased 
security assistance staff is not necessary in view of her 
oversight functions. Finally, the Under Secretary is respon- 
sible for coordinating security assistance on an interagency 
basis, not just within the Department of State,and has major 
responsibilities for presenting programs to the Congress. 

Role of Military Groups Abroad. 

We agree with GAO that obligations to provide advice to 
foreign governments undertaken by treaty or agreement could 
sometimes raise questions regarding the sense of Congress 
(Section 515 of the Foreign Assistance Act) and Executive 
Branch guidance against an advisory role for permamently 
assigned military personnel. Nevertheless, we have worked 
fairly well for two years within these constraints. To the 
extent that practical difficulties arise, we have been able 
to deal with them through common-sense guidance tailored to 
deal with the peculiar circumstances involved. 

Country Plans. 

Finally, we do not agree that a detailed annual plan for 
each non-exempt country would serve our interests. Many coun- 
tries have not developed multi-year acquisition plans. En- 
couraging development of such plans could be counter to our 
restraint objectives. 
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A recurring theme in the study is that the Administra- 
tion should develop clear guidelines concerning what the U.S. 
will or will not sell to each eligible purchaser. Such an 
approach would have more merit if the international political 
and military environment never changed. Reflection on the 
transformations in U.S. security assistance relationships 
with a number of key countries that have occurred just in the 
last year should lead one to recognize the importance of 
maintaining policy flexibility. Ironically, pre-established 
countrv criteria might well have adverse effects on U.S. arms 
restraint objectives in at least two ways: 

1) The guidelines might stimulate interest in items 
which a country might not otherwise have sought: 

2) Perceived discrimination in the country-by-country 
guidelines could heighten local rivalries and fuel regional 
arms races. 

The basic problem of the country-by-country approach is that 
it removes arms transfer policy from the larger context of 
the pursuit of U.S. interests in bilateral and regional 
relationships. 

As a practical matter the statutes as now written fore- 
shadow for the Congress the kinds of specific cases that may 
come up in the future. For example, the Administration al- 
ready provides the Congress a detailed Congressional Presenta- 
tion Document dealing with our security assistance programs. 
In addition, Congress is informed of all "arms sales proposals 
considered eligible for approval," pursuant to Section 25(d) 
of the Arms Export Control Act. And, of course, Congressional 
review of all significant arms transfers is provided for under 
Sections 36(b) and 36(c) of the Arms Export Control Act. 

The Department of Defense concurs with these comments. 

Acting Director 
Bureau of Politico-Military Affairs 

GAO NOTE 
ACDA concurred with these comments. 
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