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Peru-USSR:
Implications of the
Military Relationship

In the carly 1970s, Peru, frustrated in its cfforts to purchase modern US
military cquipment, turned to the USSR as its primary arms supplicr.
Lima demanded increasingly sophisticated weapons because of its long-
standing rivalry with Chile and Ecuador, and its perceived need to match
or outclass ncighboring military forces. We believe that Moscow, by
getting established in this ncw market, hoped in the long run to gain some
Icverage on Peru's foreign and domestic policies, and to carn foreign
exchange. The Sovicts probably also hoped that their arms-supply relation-
ship with Peru would creatc opportunitics for cxpanding military sales to
other South American countries.

I.ima—and to a lesscr degree Moscow—appear to have achieved some of
their aims through this continuing rclationship. Peru’s Sovict hardware has
made its armorcd and air forces superior to those of its neighbors.
Furthermore, Peruvian officers (7 A arc generally satisfied with
the quality of thc equipment and believe it to be cost-cffective, despite their
frequent complaints about persistent difficulties in getting service and
spare parts from thc USSR. Moscow's gains include the sale of approxi-
mately $1.2 billion worth of hardware and technical assistance, exposure of
thousands of Peruvian military personnel to Soviet training, the presence of
Sovict advisers and technicians in Peru. and a virtually captive market for
spare parts and maintenance services.

We judge that the diplomatic, political, and cconomic impact of the Soviet
military aid has been relatively small. Moscow has had little success
influencing Lima’'s bechavior in the diplomatic arcna. Peruvian armed
forces personnel trained in the USSR have not shown significant pro-Sovict
teanings, Soviet adviscrs in Pcru to our knowledge have no clout outside the
military, and the advisers have drawn criticism from the Peruvian military
for their reluctance to share technical expertise. We also believe that Sovict
influcnce resulting from intelligence liaison has been limited. Regionally,
Moscow has been unable to capitalize on its Peruvian connection to induce
other South American military establishments to purchasc weapons from
the USSR.
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We belicve the heavy Peruvian commitment in both moncy and training, as
well as the attractive financing that Moscow offcrs o arms clients, point
toward a continucd Peru-USSR military relationship—including purchascs
of new Sovict-made cquipment—over at lcast the next several years.
Nonctheless, Lima's recently reported decisions to buy fighter aircraft
from France and armorcd vchicles from the United States—while simulta-
ncously continuing te order additional weapons from Moscow—in our view
rcflect the Peruvians® pragmatisin toward their rclationship with the
Sovicts. On balance, we judge that recent developments have prompted a
shift away from ncarly exclusive reliance on Soviet military assistance and
havc at least somewhat incrcased opportunities for Western military salcs.
We belicve that Lima, desiring the best available weapons but constrained
by finances and anxious to avoid depending too heavily on any one forcign
nation for military assistance, will play potential sellers off against onc
another in the newly competitive environment.
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Peru-USSR:
Imphlcations of the
Military Relationship

Iatroduction

The arms supplicr—licnt relationship between the
Sovict Union and Peru is 10 years old. This presents
an appropriate benchmark o asscss the depth of the
military links between the two countrics and the
spillover effect in other arcas. In addition, partly
becausc of the pro-West civilian administration in
Peru since 1980 and partly becausc of the increasingly
obvious limitations of an almost exclusive military
rclationship with Moscow, greater —but still circum-
scribed—appartunitics arc now cmerging for Western
military sales to Peru.

This study identifics the motives that led to the Peru-
USSR military conncction and examincs the benefits
to boath partics. The study also treats. from the
Peruvian perspective, the perceived strengths and
weaknesses of Lima's arms commitment to Moscow
and projccts the potential for, and the contraints on,
Western military sales in the next few years

The Relationship In Hlistorical Perspective

During the 1970s Pcru received major military assist-
ence from the USSR, which largely supplanted the
Peruvian armed forces® former reliance on US aid.
While Peru has rcmained generally pro-Western in

. both its domestic and foreign policics, the Peruvian-
Sovict military link—involving weapons salcs, train-
ing, and advicc—has become institutionalized.

The Shift Toward Moscow

Lima's turn. toward Moscow for military assistance in
our cstimation resulted both {rom restrictive US
arms-sales policy and the Peruvian military’s increas-
ingly radical nationalism. Under these influcncces,
Pcru's military rulcrs, fecling cxcessively dependent
on an unrchiablc arms supplicr and threatencd by
longstanding rivalrics with ncighbdring Andcan coun-
trics, sought to diversify their sources af forcign
military cquipment and training.

Even before the 1968 coup, which brought leftist
Army officers to powcer, the US refusal 1o approve a
salc of relatively advanced F-SA intcrceptor aircraft
to the Peruvian Air Force had promoted the purchasc
of the French Mirage 5. Under the revolutionary
military government of 1968-75, scizurc of US fishing
boats inside Pecru's claimed 200-nautical-mile territo-
rial limit led to a cutoff of US urms sales, and Lima's
cxpropriation of forcign-owncd cnterpriscs further
straincd rclations between ihe two countrics,

Peru's shift to non-US military supplicrs—initially
West European countrics and later the USSR—in our
view reflected pragmatic as well as idcological consid-
crations. Pcru began buying from the Sovicts in 1973
at lcast partly becausec Moscow offcred quick detivery
of rclatively sophisticated weapons at low prices and
on casy payment terms. As the only Sovict military
clicnt in South Amecrica, Peru demonsirated its deter-
mination to circumvent US-imposed limits and pursuc
an indcpendent foreign policy. Concurrent Peruvian
diplomatic movcs, such as cxchanging ambassadors
with Sovict Bloc nations and joining the Nonalignced
Movement, underscored Lima's resolve to changc
dircction.

The morc centrist military regime that took over in
1975, partly becausc of incfficicncics and failures in
domestic revolutionary programs, moderated Peru's
international stance but noncthelcss accepted greatly
increased military aid from Moscow. The civilian
government clected in 1980, while continuing the
Sovict military conncction, has gencerally rcaffirmed
Pcru's pro-Western orientation. In the UN, for exam-
plc, despite Soviet attempts to garaer support, Peru in
both 1981 aud 1982 voted in favor of General Assem-
bly resolutions condemning Sovict intervention in
Afghanistan. In 1982, Lima's UN represencative vot-
cd to recject the eredentials of the Sovict-backed
regime in Kampuchea.
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Sorlet Asslstance

Pcru's turn toward Moscow rcsulted, between 1973
and 1980, in the purchasc of a widc varicty of Sovici-
manuflacturcd cquipment, which now compriscs much
of Pcru's inventory of major air and land wecapons.
Purchascs from the USSR included: fighter-bomber
and transport aircraft; troop-carrying helicopters;
mcdium tanks; air defensc and ficld artillery; surface:
10-air, air-to-surface, and antitank missiles; other
combat and combat support vehicles: and related
clectronic and support cquipment. Only the morc anti-
Communist Nevy fended off Sovict sales efforts and
chosc to rely on older US and Europcan-supplied
ships whilc ordering necw submarines from West
Germany and frigates from Italy. The Army and Air
Yorcc have acquired some Western-madc items since
1973, including French tanks, US and Wecest German
armorcd personncl cerricrs, and US artillery picces,
but these purchases represent a small fraction of total
procurcement cxpznditures

Procurement of Sovict weapons has made Peru
dependent on the USSR for training, maintenance.
and sparc parts. We belicve that most of the Pcruvian
military personncl traincd in the USSR have studied
tcchnical subjects rclated to usc or maintenance of
ncwly wequired Sovict hardwarce and that smali num-
bers ¢f Peruvians have taken intelligence training
provided in Moscow by the Sovict sccurity service
(KGB). According 1c C a 1. five
Peruvian intelligence vinhicers speit e mordan training
in the USSR in mid-1982 and five morc werce sched-
uled to follow later in the ycar. Sovict military
advisers also have provided Yechnical training and
support in Peru since the mid-1970s, according

The US Intcthigence Community cstimates that some
2,000 to 3.000 Pcruvian military and intctligence

personncel have trained in the LISSR since the mad-

1970s. [ . C !

nowever, e annue! number of trainces i the USSR

has dechined shurp!s from hundoeds i the late 1970

o only @ fex dezen i recent mosthe

Table 1
Major Savlet Weapons and Equipment tn Peruvian
Inrentory ¢

Model/Type
Airceaft SU-22 fighter-bombxr 9
AN-24 short-rangs transport 16
M1-8 mecdium-lift helicopter 29
MI1-6 heavy-lift helicopter 6
Mh;i-lu SA-3 sutfacc-to-air (lavachcer) 30
SA-7 sutface to air 270
AS-7 air-to-surface NA
- AS-9 nir-te-surface _ 18
AA-2 air-to-sir L NA
FJ antitank (lavnchery 99
Tonks T-55 medium 1ank 300
Artillery M_-46 130-mm ficld gun ___L,_.lé._
D-30 122-mm howitzce B 36
BM-21122-mm :(I(-nromll{}i}iﬁé‘f&unchu lz__
75U-23-4 23-mm scil- propelled a 20

anliaircaft gun

+ Docs not include other armored vehicles. vitliy vehicles, smelter

weapons, radars, and other cquipment.

The Pcruvians' need for continuing techaical 2ssist-
ancc has resulted in approximately 150 Sovict mihi-
tary adviscrs and technictans being stationed in Peru,
according tc £ " reising the total of
Soviet diplomatic, cconormc, and mulitery representa-
tives 1o about 350, Neither government publicly ac-
knowledges the prescnce of the military assistance
personnel, who mainly perform supply and mainte-
nance functions. according t¢c ®

Jand arc not Knuwn 1o De assignca 1o
rlanming statts or combat units. According (o ¢
c J the advisers arc on pesima-

crodic mante-

iiv e cosipnmens 1o perform magor, p

nance on aircralt, tanks, massiles, and vrtiblery . and to

cocaupment iy
1weeording &
_7 senerally comc to Peru teiparsaly

provide mstrociion on operating

contrast, the Soviet techmcians,

T resalve

LS ATE

sy problems or instadl new egor

e TV
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in rccent ycars, Peruvians have assumed many ol the
instructional dutics previously performcd by Sovict
advisers, and training in the USSR thas been limited
10 schlahch personnel. Last ycar, for cxaniple, a

- . that the number of
SOvVICLS ASSIgNCa 10 A saur vorce missile group had
been reduced from 12 to four becausc they were
providing only occasional technical assistance while
Pcruvians were sctting un their own program of
instruction in mlssxlc opcrauons and maintcnance.
According -~ 16 pilots and 40
mechanics were scneauicu w k0 to the Soviet Union
latc this year for training and familiarization courscs
on the MI-25 attack helicopter, expected to enter the
Pcruvian inventory in 1983 -~

Motlves and Intercsts

Although Pcru and the USSR have divergent inter-
csts, international alignments, and political and cco-
nomic systems, cach goveranient perccives benefits

from military and intclligence cooperatior

Peru: Regional and Domestic Security
The Peruvians have sought incrcasingly sophisticated
wecapons, according G )

mainly for defensc against tneir tradiuonal,
ncighboring adversarics, but also 1o help suppress a
domestic insurgency and to satis{ly a politically influ-
cntial military cstablishmen’

External Threats. Abovc ail/

indicatc that Pcru aspires 4o surengthen s
mititary forces and increase their mobility cnough to
fight a successful two-front war, if nccessary, with
Chilc and Ecuador. As a result, the Peruvian military
now ncarly equals in manpowcer and wecaponry the
combincd forces of both these countries. Furthcrmore,
according t¢

the nar

t-orce auns to stay well ahead ot both the Chilcans
and the Ecuadorcans in aircraft technology

We belicve that Peru’ dccision to
buy 26 new Miraee 20Uy nterceptors trom France
was motivated partly by its ncighbors’ recent pur-
chases of sophisticated fighter plancs. Wc also judge

~Tcret

Table 2
Military Balance: Peru- Chlle—hcutdor

Peru (.htlc Lcu:dor
Army pcrsonncl 75000 53000 27600 _ _
Navy pcixﬁi\ncl ) 2_!.@00 20,800 R 500
i\ir Force personncl 40.000 15,300 4 200 .
Tanks 466 27_0 195
Other armorcd vchicics 475 561 120
Ficld uctillcey 419 29q 96 B
Naval combatants 22 1} 14
(inctuding missile
patrol boats}
Submarincs 10 2 2
Combat aircraft 150 148 63
(including combat-
capablc trainers) R
Helicopters 69 57 23

that future potential military sales to the region—for
instance, of main battle tanks to Chilc—could have
similar rcpercussions in Lima

Although Peruvian military planncrs worry most
about Chilc and Ecuador, wc belicve thut any major
military modcrnization in other ncighboring countrics
would also fuc! anxictics in Lima. Colombix, for
example, is shopping for air dcfcn:c wcapons and
fighter aircraft

mignt vicw sucn acqQuisiiions as &
threat to Peru's thinly patrolled jungle border with
Cotombia, the scenc of past territorial disputes

Internal CoryTict. While Pcru's perccived nced for
military hardwarc relates mainly to external defense,
growing official concern over domestic terrorism ard
the Army’s increasingly active role in combating the
insurgents could prompl or fend urgency w0 addmon.xl
procurement reports tha
Army contingcncy plan, call xor scarcn-and- dcser\
opcrations by airmobile infantry units. In our vicw,




Rationale for Rearmameat

L1i..” views Santiago as the chief potential adversary,
even though we and the US Embassy belicve that
there is only a low risk of an unprovoked attack by
Chile. most of whose military strength is deployed
against Argentina. Peru’s fear stenis from Chlile’s
conqucest of territory in southern Peri and occupation
af Linia a century age. This habitual anxicty is today
heightened by a perceived threat front the well-
trained and -equipped Chilcarn armored aud air
Sorces

Concern over the security of its northera border. in
the isolated Amazon region. has also given inipcius 1o
Per's military buildup. The region has been the
Socus of a long-smoldering territorial-dispute with
Ecuador, which crupted in full-scale iniilitary hostil-
ities four decadces ago and a bricfer cordlict last year.
Dcspite clear overall supcriority af its forces. Lima
believes—with sonie just{fication—ithat taciical air
superiority, as well as lielicopters 1o deplay and
support lroops, are needed to guuranice (15 contro.

Chile and Ecuador have aggravarcd concerns in Lima
by acquiring new weapons equaling or surpassing the
capahility of those in the Pervvian arsencl

L 3 notes that over thie past scveral
vears Chile—mainly preparing for possible clashes
with Argentina following an increasc of teasion in

1978 -—has purchased nmiajor military equipmeut. in-
cluding tanks cnd fighter aircraft. By last year Chile
had received some 25 to 30 French AMX-30 main
battle tanks. which are more modern and capabic-—
though less numerous—ithan Peru's Soviet-built

T—JJJ.E cr

Ecuador. E_ J i<

aiso sirengilicning (s defenses following its setback in
he 1981 border clash with Peru. The Ecuadorean
military recently took delivery of 12 Isracli Kfir
fightcrs, roughly cquivalent in pecformance 1o Peric's
aging Frenchi-built Mirage S interceptors. A reccnt
acquisition of integrated air defensc radars will fur-
ther enhance Ecuadorean capabilities against the
Peruvian Air Forcc

such opcrations would rcquire the ermed forces to
maintain and perhaps cxpand their largely Soviet-
madc inventory of helicopters

The government also reportedly has acthorized acgui-
sitions of ncw maltcericl for Peru’s undercquipped
policc forces which, despite having » ATy FespOns-
bility for suppressing terrariem have HIE TR TIR NN

in this mission, [ |
[ 2 officer in the Cival Guare -ng arpess
police force—said his scrvice had roce o

30

e vehacios

tnillion cocrgency allocavion for Lo
small arms, munions, and acthes cooe g

Political and Economic Realitics. Becausc of Peru's
forcign currcncy shortage and fiscal deficit, financing
will be the most scrious constraint on arms purchascs

in the ncer futurc [ . .
2 Early this year, the¢ Army commandcr 1s
C Jreported 1o have said that the Army’s pro-

gram 1o rencw and updalc ils cQuipment was lagging
far bechind schedule because of the government's
cconomic problems. We believe that these problams
and the austerity program designed to deal with tham
will continue for at least the next yeur or twe




L /\-Jaddcd, however, that,
éc_sp,nrc tnc pealous cconomic conditions, President
Belauade would not stop the military from ordering
ncw hardwarc. We judge that Belaunde—whosc pre-
vious administration in 1968 became onc of cight
ousted from office this century by military coup—has
acceded to procurcment requests by top officers main-
ly to forcstall discontent in the armed forccs.
Belaunde, we estimatce, would rather hold buck other
catcgorics of spending o sustain the arms budget than
risk having the military reenter the political arcne.

The officially estimated delense budget for 1982

T “J—about $903
million—represents a slight increasc over the 1981
allocation. Morceover, the Air Forece's reported choice
of the Mirage 2000s—the highest priced fighter
plancs availuble to the Peruvians—was :aidE ,

j To cost a (otal of

%QO ttallion 1or 26 zircralt, including armaments.
Thesc actions indicate 1o us that civilian cconomic
decisioninakers will allow the military st lcast sonie
cxpensive procurcment, provided that this can be
financed over many ycars

USSR: A South American Opcening

Wec belicve that in Peru, as clsewhere in South
Auncrica, the USSR hopes—through diplomacy,
trade, and aid—to gain respectability. backing for its
international policics, and cconomic benelits.

Military Aid as a Source of Influcace. Moscow. in
our judgment, regards the well-devcloped mulitary
link with Peru as the strongest clement in their
bilateral rclations and intends 1o preserve it The
likclihood of the Sovicts' attaining significent influ-
cncc on Peruvian forcign and domestic policics. on the
other hand, hes diminished since 1$7S—when the
military government began 1o looscn 11s ties awith
Communist countrics—and cven more <o the elec-
tion of Precident Belaunde in 1980

who was ciling recent comments by a
= 2 in Peru, the USSR belicves that the
Unicd States now has the strategic mitiative in Peru
and may succeed n pressing Lima 10 reduce Soviet
tmititary assistence and adopt more pro-US pohicics in
rnicrnation:l forums

We believe, however, that the tastitutionalized Peru-
USSR rclationship has cnough momentum (o sucvive
these changes. [n our judgmeat, Lima’s continuing
nced 1o keep open the supply line from Moscow and
scrvice a large military debt to the USSR stilt gives
the Sovicts some leverage on Peru's procurcment

f)olir:ics.l: ’

|

fn addition to cnsuring continuation of the Pcruvian
militery relationship, the Sovicts, we believe, hope 1o
usc Pcru as an cxamplc for csiablishung .ailiary
assistence tics 10 other countrics in the region. al-
though so far this goal has cluded lhcm‘: _

*i\thc Bolivian Au

Force, which wes described as cager 1o buy ncw
fighter aircraft. had scnt representatives 1o Peru for a
showing of a Sovict-modcl fighter. To promote such
mititary sales, Moscow was said by C— .
Tiast ycar (0 be considering the installation in
Pcru 0. a regional service center for Soviet cquinment.
making it morc atiractive 0 fotential buyers

During the Falklands conflict this ycar, a Sovict
official in Lima was reportcc [

to have speculated that his government mught be
(rying 10 arrange indircct military assistance 1o
Argenuna tnrough Peru. whereby Scvict cquiprientin
the Peruvian inveatory would be scnt 10 Argenting
and the USSR would send additional supplics and

G




weapons to Peru [ somc Sovict-

madec items werc transferrca trom Peru to Argentina.

We doubt, however, that Peru's decision to transfer
weaponry resulted in any significant part from Sovict
prompting. During thc Falklands hostilitics, Peru
supplicd Argentina with various arms and cquipment,
maostly of Western origin, including fighter aircraftl;
the Soviet-madc munitions included in this aid did not
represent a large sharc of the overall support. Fur-
thermore £ . Lima asked
for and reccived tens of millions of dollars in cash for
the support it provided, suggesting that Pcru was
motivated by financial gain—as wcll as rcgional
solidarity—to undertake unilatcral action

In Search of Economic Gain. Economic consider-
ations appear to be a sccondary—though stull signift-
cant—concern to Moscow. The USSR has continucd
1o offcr Peru concessionary financing on ncw anns
sales to preserve the military-assistance relationship
Last ycar, for cxamplc, when the Peruvians werc
considering a purchasc of fighter iaterceptors from
several alternate supplicrs including the United

States. :

]

Nonctheless, we yjudge that Moscow, in addition 1o
sceking local and regronal influcnce. hopes that for
cign currcncy carncd from arms sales 10 Peru and
other cstablished mubitary chicnts will an the long run
help to offsct declining revenucs from nonmilitary
cxports. Moscow has shown signs of impisticnce at
Peru’s difficultics in piving of (1t previously contingy

cd $1.2 billion debt 1o the Sovicts, most of which we

belicve is still outstanding .

R dscveral monthsago €&
nvosc twuu Cud otf sparc parts to the Air Force—
albeit snly temporarily—after being notificd that
Pcr vould be unable to mect a payment on its debt to
the .SSR. Hc addced that the Sovicts had not re-
spondcd to a Peruvian request for debt rescheduling,
whercas twicce before—in 1978 and 1981—they had
agreed to oostponc repaymeats on the principal

Benefits and Drawbacks: The Peruvian Perspective

We believe that the Army and Air TFForce have
compeclling practical rcasons for maintaining their
conncction with the USSR. Ovcrall, Sovict military
aid has crecated a favorable impression in Lima that
will help Moscow mezke additional mititary sales.
Pcruvian officers generally belicve that their Sovict-
madec hardwarc gives good valuc for the price and
access 10 at lcast somz advanced technology that the
West may be unwilling to scil. These perceived advan-
tages more than offsct ncgative impressions stemming
from problems with sparc parts and maintcnance and
Pcruvian suspicions 2haut the acuivitics of Sovict
personncel in Peru.

Cost-Effective Wcapons

Whilc most weapons in the Peruvian inventory do not
represent the latest Sovict technology -with u few
cxceptions, such as the AS-9 air-to-surface missiles
delivercd last year—we [ '
judge that Peru’s military leadership nonctheless finds
them 10 be cost effcctive refative 1o cumparable
Western weapons For eviomnle fast year [

A.._jih‘n Peru s 1S
tanny -of carly 1950s design——were eacetlent cquip:
imcnt. that they had cost onc-fourtto s mach as o US

modct and thar the Sovict eredi terns s are goner

Ous




Problems With Mzaintenance and Spare Par(s

\W¢ note that Pcruvian officers who work dircctly with
Sovict cquipment are concerned about quality and
maintenance and somctimces draw unf{avorable com-
parisons with Western-manufactured cquipment. For
cxample [ :] havc indicated that Sovict
aircraflt and radars show far morc corrosion than
similar modcls supplicd by thc West; the problem
reporicdly causcd the grounding of somie lighter
plancs.

The most persistent maintenance nroblem in both the
Air Forcec and the Army, L o -

1 has bcen limited availability of
sparc parts, which the Pcruvians conscquently arc
trying to buy clsewhere or produce tocally. The /\ir'__
Force's complement of SU-22 fighters, according L

- .{consumcs 120 tires per month,

~gTTTer

and replacements reportedly take up to three years to

arrive from the USSR. As a result, the Air Force is

said to be sccking alternute supplicrs. Last year, a

__jlhal the Army had begun
manufacturing parts for its T-55 tanks, to become less
dcpendent on Moscow. | -

The requirement to send components back to the
USSR for major mcchanical maintcnance—a costly
and timec-consuming proccdurc—has ted the Peruvi-
ans to scck advanced technical training and complex
tools from Moscow to scrvice the cquipment locally
= . .3 wdall two years ago that
periodic overhauls of jet-fighter engincs in the USSR
cost Pcru $500.000 cuch, and scrvictng an cnginc of a
transport planc or helicopter cost $250,000. tacluding
overscas shipment, the job normally tovk one yeur,
rcquiring the Air Force 1o keep many sparc engiacs on
hand.

Bccausc of these problems, Peruss L j
have ncgotiated a transfer-of-tcchnology agrecment
with the USSR morc than two years ago. which
provided for training of Pcruvian technictans tn maun-
tcnance of SU-22 fighter engines and the cventuad
manufacturc of rclated tools, special cquipment, und




sparc parts in PcruAE . 1 indicates that
the Air Force maintenance depot. under Sovict advis-
ers' guidance, is scheduled to have an SU-22 caginc-
maintenance facility operational by the end of this
year. ‘v

We believe that the Peruvians may have made techni-
¢zl aid a precondition for further arms procurement
from the USSR, mainly because they suspect the
Sovicts of deliberately restricting the supply of parts
and thus trying o influcnce Peru's politics and diplo-

macy C -

|

Continulng Access to New Weapons Systems
Decspite the Peruvians’ misgivings, they have reason 1o
keep open their channcls to Moscow, where they know
they can buy advanced weapons that might not be
availahle from alternate suppliers. According

T the Air Forcc alrcady has agreed o
purchasc 14 Sovict M{-25 attack helicopters—an
cxport version of the M1-24—which are among the
world's most potent rotary-wing gunships and the first
aircraft of this type acquired by any South American
country. Dclivery of the M1-25s, reportedly scheduled
for 1983 and 1984, will both significantly cxpand
Pcru’s tactical ground attack capability and demon-
strate Lima's continuing interest in Moscow us g
weapot.s suprlicr. Maorcover, the Army. E__

T wants to

replace its statically deploycd SA-3 antiaircralt mis-
siles with the mohile SA-6 systen

The Peruvians also appear interested in replacing
Sovict-supplicd itcms lostin accidents or in combat
and, in somc cascs, augmenting substantially the
stock of weapons acquired from Moscow. Pcru recent-
ly bought five new M-8 troop-transport helicopters
which [ - .

have arrived in the country. Morcover, .

. . J 150 new T-55 tanks
were scheduled for delivery to the Army this year: a
concurrent report appeared in a leading Europcan
journal on military affairs. Although wc havc not
confirmed this acquisition, it wauld he a rcasonable
step becausc, C.,
needs more tanks to cquip a ncwly formed armored
division, roughly cquivalent to u US brigade. The
reported number of T-535s would approximately satis-
fy this requircment

Pecru

The Navy. which until now has refused to do business
with Moscow. could at somc point use the Sovict
procurcment option s z barguining chip in 1lks with
Woestern supplicrs. Recently a .

1 reportedly said that the Sovicts ware pressing
the Navy (0 buy 12 missile ships, 2t low cost and on
casy terms, and that a purchase by the Navy ol Sovict
cquipment was possible.




Impact of Sovict Training

The willingness of Peruvian military officers 10 con-
tinuc their conncction with Moscow aay have been
cnhaiced by Sovict training, although technical rath-
er than political rcasons are domiaant. Despite the
political indoctrination included in the longer Soviet
training courscs, we belicve that the Peruvian military
cstablishment remains basically conscrevative and na-
tionalistic 3 wwo vers ago C |
officers udvocating rudical domestic policies had been
purged from the mitlitary as w retrenched s cartier
revolutionary programs. Some officers who trained in
the USSR have said that they felt imprisoncd during
their stay there, formed no fricndships, and were
cager to return home. Nonctheless, we judge that cven
politically conscrvative personnel who have become
skilled in using or muintaining Sovict-made cquip-
ment may prefer 10 continue buying from NMoxcow
rather than adapt their skills 1o Western hurdwarce,
Furthermore, while the current aulitary teaderstup
12y had litde firsthand cxposure o Sovict insteuction,

Peruvians with such expericnce will assume influen-
tiat posts by the late 1980s and probably will udvocatce
comtinuing assistance frora the USSR

Pcruvian military attitudes towared the Sovict pres-
cnce in Peru vur)‘c R . but
most officers consider it necessary as loag as Lima
rclics on Sovict-made hardwirc. In contrust 1o the
frequently noted problems with replacements and
(actory seevice, — e -
Sovict technicians in Peru would not
et cquipment fuil and appcarcd 1o be striving 10
cstablish a good reputation. On the other hand.
C R
J Pcruvian officers resent what they beheve

i» the advisers’ reluctance to transfcr thar technicud

cxpertise 1o Peruvians
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Concern Over Clxadestine Operations

Scaior Peruvian officials, civilian as wcll as military,
susocct Sovict persoancl in Peru of covert intclligence
collection or supporting tereorists [ 7 j

- A

Opportunities for the West

.
The recent performance of US-miade weapons ia the
Middle East, the supcriority of modern Wesiern
lccﬁnology demonstrated in the atklands, and the
current political climate tn Lima appcarc to have
incceused Peruvian Air Force and Aray willingacss (o
procurc cquipment from the West, including the

United Statces, although in our judgmenat this trend is
likely to beacefit Europcan supplicrs at lcast as much
as US ficms. The Air Force's reported decision 10 buy
Freach Mirage 2000 interceptors indicates some
movement away from nearly exclusive dependence on
Sovict cquipment, but it also implies that the Uaited
States is unlikely to cesume its former role as Peru's
principal military supplicr. ’

Political and Diplomatic Climate
President Belaunde, 2ecording -~ j
has clcarly cxpressed to armed {orees 1caucrs nis
preference for closcr ties with the United States, and
we belicve this will affcct military sales. Although
Pcruvian armed forces commandcrs make military
procurcment decisians and strongly influence budget-
tnyg and eappropriations, civilian afficials allocatc the
government's limited forcign ecxchange holdings.
Morcover [~ _ _:} Isracli military
successcs in l.cbanon impressed Peruvian military
lcaders with the advantages of high-tcchnology weap-
ons, many of them US built. On balance, we judge
that rccent developments have prompted a shiflt away
from ncarly cxclusive rcliance on Sovict military
assistance and have at least somewhat incrcascd
oppartunitics for Western military sales

This shift, albcit modcst, appcars to be reflected tn the
attitudes of scveral high-rankinz ofﬁccrs.i’

| I has reported
that the minister of defense will be replaced by an
officer whom we consider less stridently nationalistic

D"urlhcrmorc. g

and morc likely 1o streagihen miilitary hinks 10 the
United States

There arc also at lcust u fow signs of thiwing atditudes
toward the United States in the Air Farce An officer

-

] has become much




fricndlicr to Embassy pcrsonncl this ycar. The present
Axr Force commander =
= is scheduled to retain his post until ncx
year, bul the ofﬁccr m lmc o su«.cccd him—~
- La - j
K ] morc likely (o procurc US aircraflt and thus
reducc Air Force dependence on the USSR

A European Breakchrough
Pcru's biggest ncw weapons !rnnsac(ion»E o

© 7] puschasc Mirage 2000 tignicr
aircraft fO”'l
Francc—in our view confirms the cxpanded opportu-
nity for Western supplicrs. The purchasc also illus-
trates how [cruvian procurcment prioritics arc likely
to determince future choices of military contractors.

Accarding o I 2. once it becanie
apparent that the United States would not scll Pcru
the Air Force's first choicc of a new intereeptor—the
F-16A—thc Peruvians® list of alternatives included
the French Mirage 2000, the US F-16/79, end—
though at a much lower priority—the Sovict MI1G-23.
The reported decision this year to buy the Mirage
strongly suggests that Peruvian leaders rated perform-
ancc and advanced technology above other factors.
According ) “he Peruvians
picked the Mirage 2000 primaruy becausc of its
advanced turbofan jet engine, newer and norc capa-

ble than the power ptant in the F-16/7¢

Political sensitivitics of Pcruvian fcaders also plaved a
key role in the choice of the Mirage 2000 as an
alternative to the unavailable F-16A. W ashinglon’s
failurc to respond to Peru's request for price and
availability da1a on the F-16A—=-1} hereby signaling
unwillingncss o permit cxport of the aircrafi 1o
j handicapped
further US cfforts 10 compete for (he fightcr sale. A
subscquent offer of the F-16/79. | n

__jprommcd at lecast scime Peruvian officials 1o
disparage it 2s a sccond-ratc arrplanc, contributing to
its rcyection in fuvor of the Mirage Another factor
probabiy working against the LG/ 79 was Washing-
ton’s widcly publicized decision 1o wcll the miore
LG 1o Yenczucla

Peru-

advanced F

In our vicw, financing was another | LMpoOrunt variable
favoring the Freach planc over the US c;\ndlduc
/\ccordmg lo! : T

:]..Somcwnnl
..ferior performeance and Peruvian cxpcctations of
fess reliable logistic support chmmalcd lhc MlG 23
from consndcr.mon -
—] Immediate avanadiity ana
total pricc—the Mirage's weak points—-apparcatly
rankcd lowest among the criteria of sclection.

A Substantial Shopping List
Whilc the United States thus has lost the intcreeptor
contract, some other large Peruvian military sales
couid go to US firms. The i

reported recently that the US manufacturer of the
CH-47 heavy-lift hclicopter had been asked to submit
2 bid on a Peruvian Army contract for six of these
aircrafi. Possible Air Force acquisitions from US
companics includc transport and tanker aircraft, heli-
coplers, and arr defense radars

- )
L . also has noted that the

Pcruwans arc interested in buying 263 US-madc
M113 armored personncl carricrs, 10 augment their
force of 150 and—we judge—to support the numer-
ous Sovict and French tanks in the i inventory. Financ-
ing may prove an obstacle in this casc, however,
ilusirating what we vicw as US supplicrs” biggest
handicay E . aasreported
that, although necgotiativns for the sale have been
completed. itis likely to be reduced by morc than half
because of banks’ reluctance 1o risk the full amount of
a requested long-term Joan even at = pecimium sater-

Cst ratce

Europcan and other non-Communist supplizrs also
have promising opportunitics in Pcru. aside from the
lucrative Mirage sale. Accarding {

a group of hizhian companics has submited = S 300




Table 3
Peru’s Cholce of New Interceptor Adrcratc:
NMuajor Conslderutions

Performance Potiost

~avcct--

Logistic Availabitity © Price
~ CHuitstilicy - Support
Micagc 2000 Best Bt Intcrmediate tntcrmediate Worst Worst
(Francey
MIG-23 Worst Intcrimcdiate Bzt Wurst Best Best
(USSR,
22 e e [ e
F16/79 Intcrmediate Worst Worst HBest Intcrmediate latermediate
(us)

¢ To Peruvian Air Force leaders Cicccty involved in the decision.

SHHARC LA S 10 1FCIU PTODIOIY witt At wrcuf Caiil 1930, shightly
fater than o US projection of ininial deincry of k16779

miltion bid 1a modernize d:s:rc;;:crx recently acquired
from the Netherlands [T -

Wincicates iher o South Korean
firm has beea asked to bid on = $40% avltion contract
to bnild a Peruvian naval basc-—a
Japuncse and Canadian busines

ract for which

v competc.

European munufacturers arc 2is0 esyisting Peru in
taking firsi sicps toward the csiablishment of a do-
mecstic arms industry—a tong-terea goal probably
suggested to the Peruvians by tive suceessful cxamplcs
of Brazil. Argentina, and Chile An lishan firm has
agreed to coproduce advanced traimner aircraft with a
Peruvian Government cRterprise at a plant near
Lima. for salc 1o the mihtary and for cxport The
recent launching of a missile fry,
project with another lalize: com

tte part ol 2 ot

icunt Peruvian progress in usinig forcign assistance to
develop demestic produciion of sophisucated weapan

Constraints on Peru's Opuions
The primary obstacles to any micaor Perevian shif 1o
Western-made cquipmen: are
financing and feasibiliny Accardingy £
< Moswow 1y abimuost certang
Live I'nmr:Cu'.g for new MNWOADONS

teocambined factors of

~ 3 delivery of

vondicates signat- C

fiscally strapped government in Lima than US or
Western suppliers could. To afford major procurc-
ment contracts, Peru—currently under an IMF re-
striction on new medium-term government borrow-
ing—almost certainly will bz forced to scek long-tcrm
loans. reports that the $275-
325 mithion sethorized 1o be cxternalty financed in the
1982 military budgct must carry a greater than 10-
ycar maturiiy for 85 percent of the principal

— 3 hus noted that US menufaciurers
will find it difficult or impossiblc 1o arrangc such
lement Minancing. Although some Europcan firms
appecar able to provide the legally stipulated re:
ment period, we douot that they can meich So

termss An Tahan fira reportediy Bos off

._j Ldso noted, however, o

wrrcrafe (T —_—

offering sim

Ene Anr berce favors the Liahan KiN
T Sut we behieve thiat thic Pror

sIhva serrousty consider the Sovicr of
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Other practical considerations will also inhibit Peru
{rom rapidly shifting to non-Sovict supplicrs. Diversi-
fying sources of large items such as aircralt or tanks
in our vicw would complicatc Peruvian military logis-
tics, alrcady judged by th:” 1€ dehicient. 1n
addition, divcrsification would require retraining of
personncl and myight introduce the problem of lack of
opcrational compatibility—for examplc, between ra-
dios manufacturcd in diflcrent countrics—that could
impair Pcruvian forccs® capabilitics, -

Furthcrmore, Peru’s Sovict-madc cquipment inven-
tory requires a continuing supply of parts and scrvice,
morc rcadily available from Moscow than clsewhere.

The example of Egypt, which broke its military supply |

and advisory rclationship with the USSR a decadc
ago, in our opinion has shown that sophisticated
Sovict military hardwarc can be maintained with help
from non-Sovict sources only with difficulty and a:
increased cost

Qutiook and Implications for the United States

On balance, we judge that significant Sovict military
assistance 1o Peru will continue at least over the
medium term und that this aid probably will include
major acquisitions such as ncw tanks or helicopters.
We believe that the existing Peruvian investment jo
training and logistics for Sovict-made cquipment will
predisposc the Air Force and Army 10 procurc morc
hardwarc from Mascow. In addition. Peru will almost
ceriainly want to keep the supply linc open for parts
and scrvices related Lo cquipment already purchusced,
which in our view will probably remain in service for
at least another decade

Although the Sovicts imay want (0 r;se noces and
tighten up financial terms on future nuditary con
tracts, we believe that their desire to mantam e

arms-supply rclattonship with Peru wili fead them o
costinuc 10 offer concesswonary Nnansing, which
cven at incrcascd prices—will in IRE AN TN RE TN

cacble Moscow (0 undarbind Weatsgn oy
acdition, we gudge that the Suvict . s s

ALTCC O 10N CAlENMOnS i vur v

requited Ly Peru’s cconomic difficultics —if the Peru-
viuns concurrently place necw orders with Moscow.
The pro-Western civilian lcadership can be cxpected
1o cacrt some restraining influcnce on the military's
buying from the Sovicts but is likely to go along with
its higher priority procurcment requests—Ifrom what-
cver supplicr—to assure armed forces loyalty to the
government.

We believe that Western countrics do have improved
prospects in the Peruvian military markct, although
there is little chance that the USSR will be displaced
as Lima's major sourcc of military assistance. Argen-
tinz's defeat in the Falklands, according tc -

b . ) has convinced Peruvian
officers of their ncca tor sophisticated cquipment. The
reporied choice of Mirege 2000 interceptors indicatcs
to us that, in at lcast some cascs of futurc arms
rrocurement. Lima may seck the most advanced
technology—gcncrally rccognized to be the strongest
2ttraction of Western cquipment—ceven if this means
passing up the lowest price, Quickest delivery, or best
financing, which the Sovicts usually can offer.

Furthermore, 2ccording (¢ -

) 3 the ecmbargo on arms cxports o
Bucnos Aircs by lcading Western supplicrs during the
Falrlands conflict is likely 1o motivate Peru 1o diversi-
fy foreign military supplicrs as a hedge ugainst pPOssi-
bic supply cutoflfs. Coproduction of armaments in
Pcre and related transfers of tcchnology might offer
add:tional long-term business opportunitics to West-

crn firms— ‘p
becausce such arrangements coutd help offsct the ugh
costof financing arms precurement fromn the West
compared with the USSR, The interest of the Peruv.-
“n Army’s commanding gencral (n sending morc
personnel to US mihitary schools further reflects
Lima’s movemen: towsrd diversifying it military

soistomhipe




We doubt that over the next two to three years the
USSR will succeed in using its military-assistance
rclationship with Pcru as a mecans of penctrating other
South Amecrican arms markets. Even if Moscow tries
to promotc the maintenance facilities being installed
in Pcru as a regional service center for Sovict-made
weapons, ncighboring states like Chile or Ecuador
would sce little point in depending on services to be
performed within the national borders of a military
rival. Whilc Sovict arms transfers to Peru might spur
thesc other Andcan countrics to compensate by in-
creasing purchases of forcign weaponry, we judge that
they would prefer to buy from traditional Western
military supplicrs. Other military establishments in
the region also arc strongly pro-West. Barring dra-
matic internal changes, we cstimate that for the
period under cxamination they will be likely to make
only selective weapons purchasces-—if any—{rom
Moscow.
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