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ARMS TRADE AND NONPROLIFERATION

FRIDAY, SEPTEMBER 21, 1990

CONGRESS OF THE UNITED STATES,
SUBCOMMITTEE ON TECHNOLOGY AND NATIONAL SECURITY
oF THE JoINT EcoNnoMic COMMITTEE,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 am., in room
SD-138, Dirksen Senate Office Building, Hon. Jeff Bingaman
(chairman of|the subcommittee) presiding.

Present: Senators Ringaman and Gore.

Also present: Richard F Kaufman, general counsel; and Doug
Koopman, professional staff member.

OPENING STATEMENT OF SENATOR BINGAMAN, CHAIRMAN

Senator BINGAMAN. The hearing will come to order.

The purpose of the hearing is to conduct an overview of U.S.
Government policies concerning high-technology exports to devel-
oping countries and how our government is organized to implement
those policies.

There has been a growing number of reports in the recent weeks
. and days of military exports to Iraq and other developing coun-

* tries, and what is especially disturbing is that items reportedly are
being shipped from the United States and from our allies that are
useful in the production of nuclear, chemical, and biological weap-
ons and in the production of ballistic missiles.

The official policy, of course, is to bar such shipments in order to
prevent or slow down the proliferation of such weapons, but there
appears to be considerable disarray in the granting or the denial of
export licenses and inconsistencies in the policies that guide the li-
censing process.

In our own government there appear to be several agencies, each
with part of the responsibility to deal with the problems of prolif-
eration. There is, however, a lack of adequate policy direction to
these agencies and a lack of proper coordination between these
agencies.

In the case of our allies we seem to have even greater problems.
Those which are participating in the Missile Technology Control
Regime do not seem to be uniformly committed to seeing it suc-
ceed, and many of our allies who need to be participating in the.
MTCR are not, in fact, participating.

These difficulties obviously impede our foreign policy, our nation-
al security, and our economic objectives, and the purpose of the
hearing today is to see what can be done to improve the situation.

1)
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Our first witness this morning is Gary Milhollin. Mr. Milhollin is
a member of the faculty of the University of Wisconsin Law School;
also the director of the Wisconsin Project on Nuclear Arms Con-
trol. He has written a number of reports and articles on the prob-
lems of slowing the proliferation of nuclear weapons.

Following his testimony and a brief question and answer period
we will have witnesses from the Government.

Mr. Milhollin, we have your prepared statement. If you could
take 10 minutes and summarize your prepared statement, then we
can ask a few questions. Thank you very much for being here.

STATEMENT OF GARY MILHOLLIN, DIRECTOR, WISCONSIN
PROJECT ON NUCLEAR ARMS CONTROL

Mr. MiLHOLLIN. I am pleased to be here today.

Senator BINGaMAN. You might pull the microphone up a little
closer if you would, please.

Mr. MILHOLLIN. 1 hope T can shed some light on what has ap-
peared to many to be a rather confusing process, the process of li-
censing exports of dual-use and other important items from the
United States to developing countries.

The first thing I would like to do is make a general statement
about the situation that we are in in Iraq. I think the situation is
unprecedented in the following sense. This is the first time that
U.S. forces have been used to confront the effects of arms prolifera-
tion in a developing country so we are seeing now the results of
failed export controls in the West. _

One of the reasons why we have troops now in the gulf is be-
cause Iraq’s ability to build a war machine out of practically noth-
ing. We are talking about a country with a small population, no
scientific infrastructure, and no manufacturing infrastructure, that
suddenly through imports alone has managed to build a daunting
military force able to destabilize its region.

So I think we are seeing now the disappearance of a distinction
we have always madé between national security controls on ex-
ports and foreign policy or nonproliferation control on exports.

The fact is that the Third World is now a national security con-
cern of the United States and will continue to be for the 1990’s so
the Export Administration Act which seems to make distinctions
between various types of exports controls based on whether the re-
cipient is a national security threat or a nonproliferation threat or
some other kind of a threat seems now not to be any longer terri-
bly relevant to the 1990’s. —

I think this problem can be illustrated by a few recent cases
which I would like to just briefly present.

The first one is the recent one. It involves seven large rocket
motor casings which I understand are being shipped this week, pos-
sibly today or yesterday, from Chicago to Brazil.

These motor casings were heat treated in the United States with
the permission of the State Department. The service of heat treat-
ing them is on the munitions list and therefore requires an export
license which was granted by the State Department.
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The effect of granting this will be to give Brazil seven rocket
motor casings that will withstand the stress of launch of Brazil's
first big ICBM sized rocket. It is called the VLS.

The VLS as a missile will have a range of about 2,000 miles and
will be able to orbit satellites, the first time Brazil has had that
capability.

The man most responsible for developing the VLS is General
Hugo Piva, former head of CTA, which will be receiving the tech-
nology from the United States. Mr. Piva is now in charge of a mis-
sile technology development team in Iraq. That team is helping
Iraq improve the performance of its Scud missile supplied by the
Soviet Union and also helping Iraq develop its own space launcher.

The Soviet supplied missiles are now aimed, I assume, at U.S.
troops, and there is mounting evidence that those missiles are
armed with chemical warheads. .

It has been absolutely clear for a long time that Brazil exports
all of its rocket technology. Brazil has converted every space rocket
it has made intc a missile for export. iraq has been Brazil's best
customer so what we have done in this case is help Brazil take a
giant step forward in rocket technology which will be of direct as-
sistance to all of Brazil’s foreign customers, and right now Iraq is
one of Brazil’s primary customers.

It seems to me that for us to do that, something is wrong with
our export control system. I believe that the State Department’s
position is that the granting of this license was a mistake, but the
State Department will have, I am sure, an opportunity to explain
that situation soon. It is hard for me to see how we can accidental-
ly approve such a service to such a country.

Brazil is a notorious proliferation risk, has been notorious for
some time, and Brazil’'s connection with Iraq has been known for
some time. All of this must have been known to the State Depart-
ment when it approved the export license.

The approval of this service also brings into question our com-
mitment to the Missile Technology Control Regime. We have been
trying to convince the French not to sell a big rocket motor to
Brazil. We have argued that to sell Brazil a big rocket launch
motor undermines the Missile Technology Control Regime, but now
we have just helped Brazil do precisely that which we told the
French was dangerous. :

So I think that with cases like this we run the risk of undermin-
ing one of our most important American assets and that is our own
good export record. Only if we have a good export record can we
hope to convince the rest of the world to have a good record also.

The second case I would like to describe briefly is the export of
some nuclear furnaces to Iraq. The White House was forced to step
in and block the export of some high-performance furnaces to Iraq
at the last minute after these furnaces had been approved by the
Commerce Department and after they had been dropped from the
Co?(;m list in the United States, dropped from the commodity con-
trol list.

It turns out that the furnaces, at least in the opinion of the
White House, would help Iraq in the development of nuclear weap-
ons and would, I think, also help Iraq make parts for ballistic mis-
siles and would help Iraq make aircraft parts. .
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The ostensible purpose for importing these furnaces was to make
artificial arms and legs. There is, I think, a good faith debate on
whether these furnaces fell under the definition of the part of the
commodity control list they would have been covered by, but I
don’t think that there is any question that the Commerce Depart-
ment failed to consult other agencies when it decided to give Con-
sarc a green light to build the furnaces.

The furnaces are part of a larger picture, a larger manufacturing
picture and a larger picture of what Iraq is really up to. The Iraqis
have fielded a well-financed, dedicated, worldwide procurement
network, and they are trying to buy things all over the world in
the hope that the sellers won’t recognize how they fit in to Iraq's
general purposes.

I don’t think there is any hope of stopping this sort of thing
unless we use our security experts and our intelligence experts
when we make export decisions. You can’t just look at one piece of
equlpment and say, “Well, its temperature is x, and its capacity is

and therefore, in a rather wooden comparison of those facts to
somethmg on a list, say yes or no and have an effective system.

I think you have to consider all of the things that the country is
trying to get at that time, even from us, and see how they fit to-
gether into a picture before you can evaluate what the country
says it is going to do with the export.

I think the problem in the Skull Furnace case is that the Com-
merce Department did not do that. It simply went through a rather
low-level comparison of the performance specifications of the fur-
nace to the commodity control list and decided that it was OK.

A more effective system would have used our intelligence assets,
used the expertise of the national labs and the Defense Department
i;o de;grmine whether it was likely that these furnaces would be de-
iver

As it turns out, the furnaces were stopped through good fortune.
We just happened to know about the export because the company
had applied for a license in the past. On July 1 the furnaces were
dropped from the commodity control list in the United States. That
means that if somebody wants to order a furnace tomorrow, that it
can simply be put in a crate and sent out. The Government will not
know about it so there won’t be any opportunity to step in at the
last minute and stop it as the White House did under an unusual
application, an unusual provision of law that I think only exists in
the United States.

The last case I would like to talk about is supercomputers. The
Commerce and State Departments now want to export a supercom-
puter to Brazil. That is, they want to approve the export of a U.S.
supercomputer to Brazil. The supercomputer would go to an air-
craft manufacturer in Brazil named Embraer.

Embraer, it turns out, is part of a group that is helping Iraq with
space launch capabilities and according to reports from Brazil, also
helping Iraq improve the very Scud missiles that now appear to be
pointed at our troops.

Supercomputers were invented to design nuclear weapons for our
arsenal. They are the most powerful tool known for designing both
nuclear weapons and ballistic missiles. I think there is a very high
risk that the Brazilian company will use the supercomputer to
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design missiles for itself and for Brazil, and that the company also
Willl pass along anything that it learns to its foreign customers such
as Iraq.

On a more general level it is hard for me to understand how we
can seriously consider giving Brazil a high-tech plum such as a su-
percomputer at the very time that a Brazilian missile development
team is in Iraq, and apparently refusing to come home even though
it has been requested to do so by its government.

If we want to send a signal to the world that we care about the
embargo, I believe that we should begin by restricting our own ex-
ports, and the supercomputer is the perfect place to begin.

I think that there are two reasons why our export control system
isn’t working better, and I will try to summarize them. The first
one is that the wrong people are in charge of it, and second, be-
cause it is secret. The Commerce Department has general responsi-
bility for licensing dual-use commodities. These are commodities
that can be used to make nuclear weapons or ballistic. missiles but

nlan hasra At lin 3 i
alsc have civilian applications,

The little trigger called a Krytron is one of the familiar exam-
ples of a dual-use item. Iraq tried to smuggle Krytrons out of the
United States in, I think it was March.

The Commerce Department also has the responsibility for pro-
moting exports so the Commerce Department is in the following
position: In the first part of the week the Commerce Department
figures out how to combine with U.S. export interests to expand
U.S. exports, enter markets, reduce the balance-of-payments deficit
in a cooperative mode, and then the rest of the week the Commerce
Department has to talk to the same people about the dangers of
exporting the wrong things.

I think this is an impossible burden for the Commerce Depart-
ment to carry out effectively. The most recent and well-known
precedent for this sort of thing, I think, is the old Atomic Energy

~Commission. Until 1974 the Atomic Energy Commission had the re-

sponsibility of both regulating and promoting nuclear energy. The
American public decided that it could not credibly do this so the
functions were split. DOE took over the promotion functions, and
NRC took over the regulatory functions.

The NRC has reaped an enormous benefit in credibility and ef-
fectiveness from that division, and I suggest to you that if we were
to take this function of licensing exports out of the Commerce De-
partment and split up the regulatory and promotional functions,
that the regulatory function would also gain a tremendous benefit
in credibility and effectiveness.

The second point I would like to make about that is that the
Commerce Department’s process is secret. No member of the public
can call up the Commerce Department and find out the status of a
pending case. No member of the public can find out even now what
we have exported to Iraq. Our troops are in Iraq facing a military
war machine furnished in part by us, but the records of which com-
panies furnished the infrastructure, which agencies of the U.S.
Government approved the exports, and why they approved them,
are all secret.

The reason for that is supposed to be the need to protect the con-
fidentiality of industry information, but I believe that there is no
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justification for refusing to reveal cases that have already been de-
cided. There are annual summaries of exports approved by the
Commerce Department. They exist on a database. You can get
them by pushing a button. They list the company’s name. They list
the item exported. They list the user and the use and the country,
and they list the commodity control number. They don’t contain
any sensitive information. They don’t contain any information that
would undermine a company’s competitive position. All they do is
tell us what we have been doing, and all of these items are civilian
items exported for peaceful purposes. They are not military ex-
ports. They shouldn’t be sensitive.

Their only real significance is in their possible strategic value if
they are diverted so I don’t see any reason why the subcommittee
couldn’t request this information from the Commerce Department.

In fact, I think that the subcommittee should request it. That is
one of the first things that the subcommittee should do, in my
opinion.

_In my prepared statement I also have listed a number of rather
sensitive technologies that have just been dropped from export con-
trols. These are listed in my prepared statement. Many of these
items in the past have been featured in cases in which we, the
United States, have intervened to prevent them from going out,
and some of them to places like Iraq. Now that they have been
dropped, it is possible for Iraq to order some of them directly from
us. . :
In the case, for example, of nuclear weapon triggering devices
Iraq can order them through Eastern Europe.

I believe it is time for us to stand back and take a look at this
whole process of deciding what we need to regulate and for whom.
The export control process worked well in CoCom. The Soviet econ-
omy is an example of how well CoCom worked. We now need a new
system like CoCom to take care of the north-south problem.

It is, I think, one of the highest security priorities for the United
gtatels in the 1990’s, and I think we should get to work on it imme-

iately.

[The prepared statement of Mr. Milhollin follows:]
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I would like to begin by saying that our present conflict
with Iraq is unprecedented in the following sense: it is the
first time that U.S. forces have been used to confront the
- effects of arms proliferation in a developing country. Iraq's
great potential for building weapons of mass destruction is one
of the reasons why U.S. troops are now poised for war in the
Gulf. 1If war comes, and Western "guests" still shield Iraq's
arms factories, the West will be forced to bomb its own citizens
to destroy its own exports. An attack on these installations
will also guarantee a bloody, full-scale land war and even more

U.S. casualties--many from Iraqi chemical weapons.

I believe that the West has fallen into this situation
because of ineffective export control policies. Although other
countries have contributed more to Iraqg's war machine than the
United States, our exports have clearly been imprudent. I would
like to discuss three cases which show how the ingdequacy of U.S.
export controls has contributed to the problem the United States

now faces in Iraq.




Recent cases

et Casings fo

This week seven large rocket motor casings are being shipped
‘out of Chicégo to Brazil. The casings were heat-treated by a
Chicago firm so that they could withstand the stress of the first

launch of Brazil's largest rocket, the VLS.

The VLS will enable Brazil for the first time to launch a
satellite and to build a strategic missile. As a missile the VLS
will have a range of over 2000 miles with a payload of S00

kilograms, the presumed weight of a first-generation nuclear

missile warhead.

The VLS is being tested by CTA, the research arm of the
Brazilian Air Force. The man most responsible for developing the
VLS is General Hugo Piva, the former head of CTA, who is now in
charge of a Brazilian rocket technology team in Irag. The team,
composed of former employees of CTA and other Brazilian
companies, is helping Iraq improve the performance of the SCUD
missiles now aimed at U.S. troops--missiles that probably carry

chemical warheads.

The team is also helping Iraq develop its new Al-Abid space

launcher, first tested last December. Brazil's VLS and Irag's
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Al-Abid share the distinction of using exactly the same
configuration of rocket motors--five motors grouped together in a
first stage, with two more single rocket motors stacked on each
other as the second and third stages. If the Al-Abid works, it
will give Iraqg the ability to launch spy satellites and will move

Iraq closer to having a strategic long-range missile.

It is absolutely clear that the Brazilians will pass on
whatever they learn about launching and guiding multistage
rockets to Irag. The U.S. heat treatment of the VLS casings will
directly contribute to strategic missile proliferation in both
Brazil and Iraq. Brazil has converted every one of its space

rockets into-a missile for export, and Irag has been a preferred

customer.

The heat-treatment of such an item is a service contained on
the U.S. Munitions List. Therefore it requires an export license
from the State Department. State says that the license was
granted in error. Since Brazil is a notorious proliferation
risk--it rejects the Nuclear Non-Proliferation Treaty and has
secret missile and nuclear weapon development programs--it is
difficult to imagine how any part of the U.S. government could
"accidentally" agree to assist Brazil in such a venture. The

case shows that something is seriously wrong with the export

review process.
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A second question is what happened after the mistake was
discovered. The State Department apparently decided to override
objections from the rest of the government and push the export
through. This result directly undermines U.S. credibility as a
member of the Missile Technology Control Regime (MTCR). Missile
casings are on the MTCR's list of items which the members are not

supposed to export.

Very recently, we have put great pressure on France to
prevent the sale of French rocket motors to Brazil that France
said would be used only to build a space launcher. The United
States argusd that there was no difference between a big space
launcher and a big missile, and that the French sale would
undermine the MTCR. We must now admit that there is also no
difference between a big rocket casing and a big missile casing,
and that our heat treatment of Brazil's missile casings also

undermined the MTCR.
uclea ces :

On July 19th, the White House blocked the sale of a "skull"
furnace to Iragq by the Consarc Corporation of New Jersey. This
high-performance furnace can melt Plutonium and uranium for
nuclear bomb cores and melt titanium for missile nose cones and
other critical missile parts. The skull furnace was to be

accompanied by three other furnaces: an electron beam furnace
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. from Consarc, and furnaces for vacuum induction and heat

treatment from Consarc's British subsidiary.

Used together, the four furnaces would have formed a
powerful production line, far exceeding Iraqg's needs for its
stated end use of manufacturing artificial limbs for victims of
the Gulf War. According to U.S. officials, Irag would have had a
"Cadillac" production line for atomic bomb and balliétic missile
parts, even better than the facilities at American nuclear
weapons labs. The White House intervened at the last minute,

after the furnaces were crated and ready for shipment.

The White House had to take this drastic step because U.S.
export law changed on July 1, 1990. On that date Cocom (the
Coordinating Committee on Multilateral Export Controls, composed
of Japan, Australia, and all NATO countries except Iceland)
dropped export controls on thirty categories of equipment, almost
all of which can be used to make nuclear weapons or long-range
missiles. Skull furnaces were among the items decontrolled by

both Cocom and the United States.

The furnaces were stopped through good fortune. The
manufacturer, Consarc, notified the Commerce Department in 1989
of its intention to sell Iraq a high-performunce furnace that
could aid a nuclear program. The Commerce Department told

Consarc--mistakenly, it appears--that there was no need to apply

f
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..for an export license. 1In June, just before the furnaces were to
be shipped, the State Department contacted the Customs Service,
which put a twenty-day hold on the shipment. 1In July, befpre the
hold expired, the Commerce Department gave Consarc a letter

requiring Consarc to get an export license.

Because the furnaces were dropped from the U.S. Commodity
Control List on July 1, the only remaining ground for requiring
an export license is Section 778.3 of the Export Administration
Regulations. This section obliges the exporter to get a license
if he "knows or has reason to know" that the commodity "will" be
used in "fabricating ... nuclear weapons." Thus to block the
shipment the U.S. government had to declare that Iraq was going

to use the furnace to make atomic bombs.

The declaratioﬁ was an affront to Iraq, which claimed that
the furnace had only civilian applications. Making this affront
was the price that the White House chose to pay in order to stop
the export. 1If Pakistan or Israel tries to buy the same furnace
next month, the diplomatic price will be higher. Both of these
countries have strong ties to the United States. Making last-

minute nuclear accusations is not the best way to handle export

cases.

Nor is it an adequate way to handle them. The U.S.

government only knew about the furnaces through Consarc's earlier
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. application for an export license. If Irag should order another
skull furnace next week from someone else, no license requirement
will apply. The furnace is no longer on the export control list.
Without a license aﬁplication, the government will not know about
the order, and will not be able to block it by giving the

exporter a letter notifying him of Iraq's nuclear intentions, the

procedure required under Section 778.3.

Pakistan, India, South Africa, or any other country trying
to make nuclear weapons and missiles can also buy the furnaces
directly from Consarc, without applying for a license or
providing any notice to the U.S. government. Consarc has not
received notice that any of these countries might put its
furnaces to nuclear weapons use, so no license for such sales

would be required, even under Section 778.3.

consarc, in fact, now has an application from Romania for
furnaces comparable to those that Iraq ordered. If Consarc fills

this order, there will be a fairly obvious risk that the furnaces

will not stay in Romania.

In view of the White House's action in the Consarc case, the
U.s. decision to decontrol the furnaces seems to have been a
mistake. If the Bush administration believes, as it clearly

does, that the furnaces would help Irag make nuclear bombs and
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.missiles, the Commerce Department should not have dropped the

furnaces from the export control list.

upercompute o

In addition to these two cases, another is nearing
resolution now. The State and Commerce Departments want to
approve the export of an I.B.M. supercomputer to Brazil.
Supercomputers were invented to design nuclear weapons for the
U.S. arsenal and are the single most powerful tool for designing
nuclear weapons and ballistic missiles. The supercomputer would

be sold to Embraer, the Brazilian aircraft manufacturer.

Embraer's stated use for the supercomputer is aircraft
design. However, the programs for calculating air flows around
aircraft noses and wings are essentially the same as those for
calculating the forces acting on missile noses and fins, and are
closely similar to thoée for modeling nuclear explosions.

Embraer is located next door to and exchanges personnel with CTa,
Brazil's Aerospace Technology Center. CTA's scientists, who have
converted all of Brazil's space rockets into missiles, will have

access to Embraer's supercomputer and could use it for military

purposes.

Furthermore, Embraer and CTA have both contributed personnel

to the Brazilian team in Baghdad that is helping Iraq extend the
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- range of its SCUD missiles. These high-tech mercenaries will
have direct access to Embraer's supercomputer and could share its
calculations with their Iraqgi customers. For the sake of'making
a sale, the State and Commerce Departments are willing to
transfér a tool to Brazil that could enhance Iraq's ability to
threaten U.S. and allied forces in the Middle East with ballistic

missiles, possibly carrying chemical warheads.

In addition to calculating the forces acting on a missile in
flight, supercomputers can simulate the implosive shock wave
that detonates a nuclear weapon, calculate the multiplication of
neutrons in a chain reaction, and model the nuclear fusion
reaction in a thermonuclear explosion. CTA is an integral part
of Brazil's "parallel" nuclear program and has enriched uranium
nearly to nuclear weapons grade in Brazil. Iraq is also working
to master this process, so there is the risk that Iragi weapons
designers could receive the data on nuclear explosions generated
by Brazil's supercomputer through CTA. The I.B.M. supercomputer

could thus help design the Iragi bomb as well as Iraqgi missiles.

The Commerce Department's requlations require that-a country
seeking to purchase a U.S. supercomputer should have good
"nonproliferation credentials.” The applicant should be a party
to the Nuclear Nonproliferation Treaty:; have opened all of its
nuclear activities to international inspection; have a nuclear

trade agreement with the United States; and be generally
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. cooperative on nuclear non-proliferation policy matters. Brazil
meets none of these criteria, and is a major military exporter to
Iraq and other countries. In other words, Brazil is exactly the
kind of country that makes export controls necessary. However,
Commerce and State nevertheless think Brazil should receive a
Supercomputer. If such transfers can take place, it is fair to

ask why we have export controls at all.

Other U.S. sales:

exception. Over the past six years, the United States has
exported--to Iraq alone--such dual-use technologies as high-speed
oscilloscopes and mainframe computers that can be used for
missile design, and millions of dollars' worth of electronic
devices that can be used for chemical testing and the production
of chemical weapons. Most recently it was revealed that the
United States licensed the export to Iraq of image enhancing
equipment with-aerial reconnaissance and missile targeting

applications.

Irag rightfully is the center of concern today, but military
programs in other Third World countries are also progressing, and
if we do not find an effective way to manage this pooblem we will
have to mount sequels to Operation Desert Shield to undo what

American suppliers have done elsewhere.
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Flaws in the System

Our export control system is breaking down for two reasons:

first, because the wrong §eop1e are in charge of it, and second,

because it is secret.

It has frequently been said that there is a conflict between
the Commerce Department's duty to promote exports and its duty to
regulate them--that Commerce has conflicting missions in the
export field. The Consarc case illustrates this problem.
Although Consarc explicitly tola Commerce last year that the
skull furnace could aid Iraq's nuclear program, Commerce

nevertheless decided that no license was necessary.

The furnace was not an isolated piece of equipment. It was
intended to fit into a production line with other furnaces that
together could mass-produce atomic bomb and missile parts. To
understand the implications of Iraq's purchase, one had to
understand how the furnaces fit together into a system and know
the current status of Iraq's nuclear weapon and missile
production efforts. To understand'all of that, one had to
consult experts at the Pentagon, “he Department of Energy, the
State Department, and the Arms Control and Disarmament Agency.

Commerce apparently failed to do so.
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The furnace was only a single element of Iraq's overall
procurement effort. 1Iraq has fielded a worldwide team dedicated
to acquiring everything it needs to mass-produce nuclear weapons,
chemical weapons and long-range missiles. Iraq will try to buy
the components of this war machine from different suppliers, one
at a time, hoping that the totality of its efforts will not be
understood. There is no hope of stopping Iraq without referring
individual export cases to the U.S. agencies charged with

tracking Iraq's purchasing and development efforts.

I believe that the responsibility for licensing exports of
dual-use iteme should be removed from the Commerce Department and
given either to an independent regulatory agency such as the
Nuclear Regulatory Commission, or to some other department, such
as Defense or State, that has no export promotion function. It
is essential to recognize that the number of dual-use items on
the control list is small; that well over 90% of the applications
to export them are granted: and that the value of the few
applications which are denied is tiny compared to the overall
value of U.S. foreign trade. The only real significance of these
items is strategic, not economic. The Place to decide strategic
questions is not the Commerce Department, which is only concerned
with the economic aspects of trade. The proper place to do so is

an agency that specializes in security questions.
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The best-known example of a federal agency that tried to
promote and regulate at the same time is the old Atomic Energy
Commission, which had the job of both promoting and regula;ing
nuclear energy until 1974, when ‘the functions were split. The
Nuclear Regulatory Commission now reghlates; the Department of

Energy promotes. The regulatory process gained credibility and

effectiveness from this separation.

The other important lesson we can draw from the NRC is the
great benefit of making decisions in public. All of NRC's export
decisions are made on the public record and in the light of day.
This is the main reason why we are not hearing horror stories
about U.S. nuclear exports to Irag. Hardly anyone would want to
defend such a transaction in public. Notwithstanding the NRC's

openness, our nuclear industry still seems to compete effectively

on the international market.

The Commerce Department's process is secret. Neither
Congress nor the public is permitted to examine in the open the
record of what Commerce has sent to Iraq over the last five
years. Cases come into public view only when someone inside the
government becomes anqry'enough to leak them to the press. This
is true despite the fact that all the dual-use exports that

Commerce licenses are for civilian commodities restricted to

peaceful use.
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Congress should now require Commerce to disclose what the
United States has sent Iraq over the last five years. Without
that knowledge, we do not know what our forces may be facing
there, and don't have any facts upon which to judge the
licensing process. Commerce could do this easily by publishing
the annual summaries of the licenses granted for dual~use items
on the Commodity Control List. These annual summaries already
exist in a database. They could be puﬁIIEhed by pushing a
button. They would tell Congress and the public exactly what
high-technology U.S. exports we now face in Iraq, and Eﬁat we may
face in the future as Iraq makes use of the exports. There is no
excuse for not doing this. All of'the exports were of civilian
products, and all of the transactions have been completed. There

is no risk that pending transactions will be revealed.

In the future, Commerce should be required to publish
quarterly summaries of cases decided, so that canéress and the
public can see what sort of exports are being approved. This
light on the process. would go a long way toward solving our dual-
use export prehlggl\ Today, only the exporters know vh;t cases
are.fending, and only the exporters' voices are heard by the
licensing officers when decisions must be made. The public and

Congress are frozen out of the process.
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Scope of International Export Controls

The final topic I would like to discuss is the recent
decision to reduce the export controls applied through Cocom. As
I have already stated, the United States dropped export controls
on skull furnaces on July 1. Among the other sensitive

commodities dropped from the list are:

Item (by ol cc umbe Comments

1075 Spin forming machines U.S. officials tried to
prevent Iraq from getting
these machines from Germany.
They are used to make uranium
gas centrifuges for converting
natural uranium to nuclear
weapon material

1129 Vacuum pumps Last year, U.S. officials
seized vacuum pumps that Iraq
was trying to import from the
U.S. without a license. They
are used to pump fragile
uranium gas through
centrifuges

1635 Maraging steel In 1987, U.S. officials
arrested a Pakistani in
Philadelphia for trying to
smuggle maraging steel out of
the U.S. Maraging steel is
used to make the thin metal
walls of uranium gas
centrifuges

In addition to the above items, there is a second group
that the United States has dropped off the licensing list for

Eastern Europe, but has kept on the list for developing countries

with nuclear and missile ambitions. These include the nuclear
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weapon triggers called krytrons that Iraq tried to smuggle out of

the United States in March.

Iraq cannot buy these triggers directly from the United
States without a license. But Iraq can order them through
Romania. It is perfectly legal to ship U.S. triggers in large
quantities' to Romania (or Hungary or Czechoslovakia) without a -
license. Thi; means that there is no.obligation to notify the
U.S. government of the shipment, ask the buyer for an end use
statement or restrict the triggers' re-sale. Thus the triggers
can go to Iraq through Romania without breaking any laws. .This
gap in the U.S. control system is another mistake. There is no
point in barring Iraq from buying directly what it can legally
buy indirectly. The only apparent effect of such a system is to

enrich Eastern Europe through brokers' fees.

Following are some of the items in this category:

tem (by old EC umbe Comment
1312 1Isostatic presses Uses high temperature and

pressure to press plutonium to
the exact size needed for
fission bomb cores, and can
form "carbon-carbon" for
missile nose cones and
nozzles. Lower-performance
presses are now cleared for
Eastern Europe

1541 Cathode ray tubes Used as displays for
oscilloscopes (item 1584
below)



1542 Cold cathode tubes

1559 Hydrogen thyratrons

1584 High-speed oscilloscopes

Includes the krytrons Irag
tried to smuggle out of the
United States in March, and
triggered spark gaps, both of
which can trigger the rapid
electric discharge that
detonates a nuclear explosion

Same nuclear triggering
function as' cold cathode
tubes-~larger than krytrons,
better than triggered spark
gaps

Can process the rapid data
from nuclear tests, help
develop missile guidance
systems, and sort the data
from missile flight tests

A few of the items that Cocom dropped are still on the U.S.

export list for all destinations, meaning that they require a

license even for Eastern Europe.

for making long-range missiles.

These are mainly items useful

Iraq therefore cannot buy these

items directly from the United States without a license, or

order them through Eastern Europe without a license.

The problem is that Iraq may be able to buy them from other

members of Cocom without a license.

The Cocom list is the only

basis for export control in most European members of Cocom.

Although Cocom is only supposed to deny technology toc Communist

countries, most of the West Europeans have not distinguished

between keeping technology away from the Warsaw Pact and keeping

it away from the Third World.

Thus, when an item falls off the

Cocom list, it simply drops out of these countries' export
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_licensing systems. This is true of the United Kingdom, Italy,

Spain, and undoubtedly of other members of Cocom.

The UK, for example, was holding up COngarc's two furnaces
in Scotland before the U.N. embargo against Iraq took effect.
without the embargo, however, U.K. officials would not seem to
have any legal basis for blocking the shipment even in light of

its probable nuclear application.

Some of our Cocom partners adhere to the Missile Technology
Control Regime, a seven-country accord including the United
States whose members agree not to export long-range rockets or
the means to make them. U.S. officials have asked the other
MTCR members to refrain from exporting the decontrolled items.
But in view of the existing disputes among the members over what
the regime covers, it is not clear what effect these U.S.
requests will have. For example, the other members are not
likely to regard Easterﬁ European countries as missile
proliferation tnreats. This will mean that Iraq can order these

items from other Cocom members through Romania.

The items in this category appear to be limited to the
following two, which the Commerce Department designated as being

of special concern for missile proliferation in March, but which

were deleted from the Cocom list in June:
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tem o] ECCN numbe Comments
1518 Telemetering and Used in missile guidance
telecontrol equipment to receive data from missile

flight tests and to guide
pilotless aircraft and
missiles
1587 Quartz crystals Useful in radars, electronic
warfare and lasers
By the end of 1990, the entire "industrial list" of dual-use
items will be dropped. 1In its place will be a much smaller "core
group" of items restricted to eight specific categories.
Unfortunately, ﬁhe categories do not seem to include several
sensitive items that the United States has tried for years to
keep away from proliferant countries. By the end of 1990, these
items will probably be available without a license from other
Cocom members, even if the United étates decides to retéin them

on the U.S. control list. The items include:

te by o CN numbe ’ . Comm s

1312 1Isostatic presses . Same use as described above.
Even high-performance presses
will be dropped from control

by 1991
1357 Filament winding can produce special fibers for
machines : the bodies of uranium gas

centrifuges (used to produce
nuclear weapon material) and
for the casings of rocket
motors
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THE ABILITY OF THE U.S. GOVERNMENT TO ORGANIZE EXPORT CONTROLS

Senator BINGAMAN. Thank you very much for that testimony.
Let me ask a few questions, and then defer to Senator Gore to do
the same, and then get on with our government witnesses.

Your description of the problem particularly with the furnaces,
where the Commerce Department failed to consult with other agen-
cies, the reading I have done and some of the articles you have
written and others have written on this problem, leads me to con-
clude there is a hodgepodge of authority scattered among the vari-
ous agencies, depending on what it is we are trying to prevent the
proliferation of; that there are some agencies getting involved
when it is nuclear. Some others get involved when it relates to
other types of weaponry, and it is not readily apparent as to why
we are organized the way we are.

Could you just comment on the extent to which you think that
the internal organization of our government—I know you made the
point that the Commerce Department should not have the lead be-
cause it also has the responsibility to promote exports, but even
putting that aside, what is your view of the rest of the organization
that we have in place to deal with this problem? N

Mr. MiLHOLLIN. I think it is more cumbersome and more subject
to errors than it should be. I think that it doesn’t have sufficient
accountability because most of it is off the record.

The only part that has any accountability is NRC’s part because
NRC does everything on the record publicly so if somebody comes
in and asks for some nuclear fuel or asks for a reactor, then every-
body finds out about it, and it becomes part of public debate. So the
first thing I would do would be to open it up and let the public see
what is going on.

NATIONAL SECURITY CONTROLS SHOULD BE IN PLACE FROM THE
BEGINNING

The second thing I would do is abolish the distinctions that have
grown up between national security controls and other types of
controls. The way the law is written now, the Pentagon is involved
if it is a national security issue but not for other things. Unfortu-
nately, the result of not involving the Pentagon in some of these
cases may be that the Pentagon is now involved on the ground.

I think it is much better to involve the national security appara-
tus early in the process than at the end when you have to do some-
thing about the exports.

So I would either create a new agency which is responsible for
exports or I would give the process to some kind of national securi-
ty agency, either the State Department or the Pentagon, and I
guess I would give it to the Pentagon.

There are lots of different forces which are acting on this proc-
ess. The exporters want fewer controls. They want quicker answers
to applications. The people who worry about security want more
time. They want a more thorough process. There are lots of various
interests which conflict, and I think the American way is to put it
in the public and let them fight it out.

41-636 0 - 92 - 2
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So I would create either a new agency like the NRC to handle
this or I would give it to an impartial agency such as NRC or some
combination of the Pentagon and the State Department.

PLUGGING THE INTELLIGENCE COMMUNITY INTO THIS PROCESS

Senator BINGAMAN. Let me ask about the extent to which we
have a real problem with the intelligence community being
plugged into this process.

It strikes me as a major concern that until we had the invasion
of Kuwait on August 2 there didn’t seem to be any great effort to
prevent transfer of some of the high-technology items that you
have been referring to to Iraq.

I don’t know if that is because we have bad intelligence capabili-
ties and didn’t know that there was a problem or if there is some
problem in the regulatory situation.

WARNING GIVEN ON POTENTIAL DANGERS OF EXPORTS TO IRAQ

I notice you were writing articles for both the Washington Post
and the New York Times prior to August 2 trying to sound the
alarm about potential dangers of transfers to Iraq, but there didn’t
seem to be any real, concrete action taking place within the admin-
istration. Am I wrong on that? _ !

Mr. MiLHOLLIN. No, that is right. Some of us were trying to warn
the administration about the risks of sending things to Iraq, but
nobody was listening. I believe that the famous tilt toward Iraq
which we have seen discussed also had an effect on the licensing
process.

Senator BiINGaMaN. This is the tilt toward Iraq that was part of
our position vis-a-vis the Iraq-Iran war?

Mr. MiHOLLIN. Yes. It existed throughout the war and even
after it was over. There was a feeling that we ought to accommo-
date Iraq, could deal with Iraq, should constructively engage Iragq,
up until the time when the Iraqi forces crossed the border. So the
State Department, I am told, in formulating its position on exports,
followed the same view toward Iraq that it did in its general for-
eign policy evaluations. That is, felt that in doubtful cases the
export to Iraq should go out.

There were some exports of equipment such as high-speed oscil-
loscopes that I am convinced are now helping Iraq’s missile pro-
gram directly and will help Iraq’s nuclear program if Iraq ever gets
to the point where they can test a weapon. So this was just a case
of being shortsighted and being wrong about the politics.

Senator BINGAMAN. Let me defer to Senator Gore to ask ques-
tions at this point. :

CURRENT EXPORT CONTROL PROGRAM INEFFECTIVE

Senator Gore. Thank you very much, Mr. Chairman, and thank
you for convening this session. I think it is very timely and ex-
tremely significant because we spend a great deal of time and a lot
of words talking about the crisis now underway in the gulf, and we
don’t spend enough time looking at the events which led up to it,
including the way in which the West actively participated and led
the way in assisting Saddam Hussein in his efforts to build this
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machine for aggression which has caused the problems now occupy-
ing our attention in creating such a crisis for the world.

I have been pleased, Mr. Chairman, to work with you and our
colleague, Senator McCain, on a new effort to control the export of
ballistic missile technology to nations that should not acquire it,
and we have made a little progress in that particular effort this
year, but I agree with you the policy should be extended and we
should be looking at all of the critical technologies that can mark-
edly enhance the ability of a nation that does not now have weap-
ons of mass destruction to use them, develop them, and deliver
them on targets around the world, and I think we need a coordinat-
ed policy.

The export review problem which we are discussing here at the
present time should, of course, be embedded in a larger context
which includes a geopolitical effort to create within the new world
order. President Bush discusses a whole set of incentives that steer
nations away from this course of action.

Even the START treaty still pending in Geneva, still being nego-
tiated in Geneva, is part of this effort because of the implicit bar-
gain between the superpowers and the nonnuclear states which we
and the Soviet Union have not lived up to.

So with the thaw in superpower relationships we need to get that
off center and really move swiftly to take advantage of the oppor-
tunity that is present, but looking specifically at this aspect of the
problem, the need to control the export of materials that shouldn’t
be exported, I take it as the essence of your testimony here, Mr.
Milhollin, that in your view our current export control program is
fragmented, mechanical in operation, half hearted in implementa-
tion, and ineffective overall.

Is that an unfair summary of what you are saying?

Mr. MiLHoLLIN. Well, I think in fairness to the people sitting
behind me I would say that describes the German system perfectly.
[Laughter.] But it may be a little too—I would say it is perhaps a
little too tough on us.

Senator Gore. A little too harsh.

Mr. MiLHOLLIN. A little too harsh on our people. We have the
best system in the world by far, but it could be improved a lot, and
if it is, then I think it would have benefits not only for us but for
our ability to deal with other countries, and if I could expand on
that just for a second, I would like to.

I have been following German export behavior very carefully,
and I have testified before the Bundestag on the question of wheth-
er Germany is violating the nonproliferation treaty with its export
behavior. ’

One of the big problems in Germany has been that we have
made demarches to Germany which have been received by the for-
eign ministry. The foreign ministry turns around to the economics
ministry and says, “Fellows, this isn’t working. The Americans are
right. You have to do something,” and the economics ministry says,
“Pass a law.” The economics ministry isn’t interested because it is
in the thrall of the German export industry and so the Germans in
a way have the same problem we do; that is, they need to give con-
trol over the process to the right people, and I think our record is
certainly excellent compared to the Germans.
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But unless we have an even better system than we have now to
use as an example, we are not going to be able to bring the rest of
the world along to the point that we need to in order to solve this
problem in the next 10 years.

Senator Gore. So the German effort and the German record is
really disgraceful in this area, but in addition to that you don’t
want to be heard as being quite so harsh in your criticism of our
export control program. If you look at the three examples that you
use, one kind of gets the message that you are extremely unhappy
with the way that this is being handled.

Mr. MiLHoLLIN. That is certainly true. I am extremely unhappy
with it, and I think that it is terrible that we have had to wait
until our troops are faced with the consequences of this in order to
even care enough about it to get concerned. The time to worry
about it was 5 or 10 years ago, not now.

Senator Gore. You want to give adequate credit to what has
been done, but point out the shortcomings and call for improve-
ments.

My own view is that there are a lot of good people engaged in
this effort, and we do have the best system in the world, but I
really do not think it is working the way it should, partly for the
reason that you described in the German context, the fragmented
re%)onsibility and the separation of the will from the way, if you
will.

" INVOLVING THE INTELLIGENCE COMMUNITY TOTALLY IN THE PROCESS

But I think there is another reason, too. We ought to have within
our intelligence community a complete mirror image of what tech-
nologies a country like Iraq has and doesn’t have.

Mr. MiLHoLLIN. We do have that.

Senator Gore. It is not evidently being used. I am sure we do,
gut it is not presented in a way that triggers the control of proce-

ures.

Mr. MiLHOLLIN. That is exactly right.

Senator Gore. Maybe sometimes it does, but too frequently it
di)es not, and I think that is the area that we really need to ex-
plore.

Incidentally, on this furnace example, I want to ask for from the
Commerce Department a chronology from their point of view.
Maybe we can present it in the record along with yours to see what
has happened there.

Then one final comment, Mr. Chairman, because I know that we
have a lot of witnesses, and I will close on this.

CHANGES IN BRAZIL'S POLICIES

I want to say that I was really excited and pleased to see the new
President of Brazil announce the closing of the bore hole in the
Amazon that was allegedly dug to use in the nuclear testing pro-
gram. Now, maybe there is more there than meets the eye, and
there is undoubtedly an awful lot I don’t know about it, but the
overall message I got from that was that he is taking a very differ-
ent approach to what the Brazilian military was doing during the
period when the constitutional government was suspended.
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Do you have a comment on that?

Mr. MiLaoLLIN. I think the Brazilians, in order to qualify for the
kind of aid they want from us, the kind of technology they want
from us, should make some rather public and binding statements
about what they are going to do with the technology that they
import.

So far they have publicly rejected any suggestion that they
impose controls on their own exports. I think as long as the coun-
try takes a position that they are free to proliferate any technology
that comes in that it simply is impermissible to help them either
with technology that can be for nuclear purposes or for ballistic
missiles so I think even though it is nice to fill up the hole, which I
understand was dug under the direction of the man formerly head
of CTA who is now in Iraq, I think even though you fill up a hole
you still need to fill up the holes in your own export policy in order
to be taken seriously.

Senator GORE. One final comment, Mr. Chairman. I agree totally
ag a symbolic message that was a good statement, but. they do have
to go further, and when we had one of our first briefings immedi-
ately after the Iraqi invasion I asked questions about the Brazilian
connection because their bilateral trade relationship is so pro-
nounced.

In fact, all of the talk that came out about the rain forest and
cattle ranching, the biggest single customer for beef coming out of
the Amazon has been Iraq. I don't know what it is this year, but it
has been in the past for several years Iraq, so they have a very
large two-way trade flow in technology.

I vi/ill end there, Mr. Chairman, and look forward to the next
panel.

CONCLUSION

Senator BINGaMAN. Thank you, and thank you, Mr. Milhollin,
very much. Thank you for your testimony. We will undoubtedly
have additional questions and be in touch with you to get your
views on additional items as we go forward. This probably will not
be the last hearing that we have on this subject.

Mr. MiLHOLLIN. If you want to ask me any more questions this
morning, I will remain until the Government finishes.

Senator BINGAMAN. Thank you very much. We appreciate that.

Our next panel is made up of key officials in the relevant areas
of responsibility and authority in the Departments of State, De-
fense, and Commerce. Elizabeth Verville is Deputy Assistant Secre-
tary of State in the Bureau of Political and Military Affairs. Henry
Sokolski is Deputy Assistant Secretary for Defense for Nonprolif-
eration Policy, and Michael Galvin is the Assistant Secretary of
Commerce for Licensing in the Bureau of Export Administration.

Because the hearing was called on short notice, the witnesses
were not required to submit any kind of prepared statement. How-
ever, we did give some questions to them in the letter of invitation.

Why don’t we have them all come forward here as a panel, and
we will proceed alphabetically so you folks can figure that out.

That means Mr. Galvin would be first, giving each witness about
10 minutes to make an oral statement, and then after we have
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heard from all of the witnesses we would have some questions of
the whole panel.

STATEMENT OF JIM LeMUNYON, DEPUTY ASSISTANT SECRETARY
FOR EXPORT ADMINISTRATION, DEPARTMENT OF COMMERCE

Mr. LEMuNYoN. Mr. Chairman, my name is Jim LeMunyon,
Deputy Assistant Secretary for Export Administration for the Com-
merce Department. I am not Mr. Galvin but alphabetically I would
still go first. I work for Mr. Galvin.

Senator BINGAMAN. Your name?

Mr. LEMunyoN. LeMunyon, Deputy Assistant Secretary for
Export Administration.

Senator BINGAMAN. Was there a problem with Mr. Galvin not
being able to attend?

Mr. LEMuNYoN. At the Commerce Department, I was the person
designated to testify. I think there may have been a mixup in
transmitting my name to the subcommittee.

Senator BINGaAMAN. We are glad to have you here, and we look
forward to hearing from you about whatever you can tell us about
the problem of export licensing.

Mr. LEMunyoN. In the interest of getting to the questions you
and Senator Gore might have, why don’t I just make a few brief
opening remarks? I think that my colleagues will also have re-
marks, and then we can answer your questions.

First, let me thank you for the opportunity to appear before the
subcommittee today to discuss export control policy. In response to
your letter of invitation, I am prepared to discuss the statutory pro-
visions related to the control of commercial technology and its
impact on proliferation, our international activities related to pro-
liferation around the world, and measures that we at the Com-
merce Department are taking to ensure that appropriate goods and
technology useful in missile, chemical, and biological weapons de-
velopment are subject to U.S. and international export controls.

The crisis in the Persian Gulf calls attention to U.S. foreign
policy in that region. Prior to the trade embargo against Iraq, U.S.
policy supported exports of goods and technology to that country
for peaceful purposes.

However, strict controls were in place in concert with its allies to
prohibit the export of items necessary to the development of mis-
siles, chemical and nuclear weapons to Iraq and many other coun-
tries.

In particular, I want to highlight that the United States is work-
ing with its allies under the auspices of the Missile Technology Con-
trol Regime to harmonize and strengthen controls with other in-
dustrialized countries. At the most recent meeting of the MTCR in
July of this year, countries harmonized missile technology controls
and took additional steps to expand the number of participating
countries.

The goal was to include all industrialized countries which would
represent a significant expansion from the original seven nations
that established the Missile Technology Regime in 1987.

In addition, the participants also agreed to review independently
the Missile Technology Annex which consists of those items that
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are subject to control. Any proposed revisions to the annex submit-
ted by the various member nations will be examined at the upcom-
ing technical meeting of the missile technology countries.

The United States also distributed the list of missile projects that
we use at the Commerce Department to make licensing decisions.
We did this to ensure that other member nations’ export control
and licensing practices are consistent and effective.

This will not only strengthen multilateral efforts to halt missile
proliferation but also ensure that U.S. firms are not placed at a
competitive disadvantage. The United States has taken other im-
portant steps to strengthen nonproliferation controls in recent
years. Additional measures were underway before August 2, and I
would be pleased to discuss these initiatives with you in response
to your questions.

Finally, I'd like to touch on the issue that the first witness men-
tioned related to CoCom, which is discussed in his prepared state-
ment. As I think the subcommittee is aware, CoCom has undergone
some rather dramatic changes in recent monihs. The conirul list
was substantially reduced at a high-level meeting in June. Those
changes were implemented in July and then some additional
changes in August.

Next week the United States plans to table in CoCom an entirely
rewritten draft of what we call a core list for control which will be
negotiated this fall and effective in early 1991. However, I want to
assure you that missile controls have remained intact, remain on
the U.S. control list, and have remained since the CoCom East-
West controls were dropped in July of this year.

In addition, I want to assure the subcommittee that shortly after
the President made our proposal to CoCom in early May, the
United States cabled the 16 other CoCom allies specifically on the
question of nonproliferation controls, indicating which items we
were recommending for East-West control that should be retained
for nonproliferation purposes.

We asked for a response from 16 countries on whether the
CoCom changes would weaken each member country’s proliferation
controls, and we received 16 responses saying that CoCom countries
would retain controls. Obviously, we are following up to make sure
that, in fact, that remains to be the case.

As part of our proposal going to CoCom next week, we have indi-
cated that we are not prepared to implement this new core list in
1991 if it means that nonproliferation controls would be weakened
on the part of some of our CoCom allies. I can assure you that they
will not be weakened when we implement the core list here in the
United States.

Finally, in response to Senator Gore’s comments a little bit earli-
er, the Commerce Department would be pleased to submit a chro-
nology on the Consarc case, and we look forward to doing that.

Thank you.

Senator BiNGaMAN. Before we ask questions let me go through
the other witnesses here.

Mr. Sokolski, we are glad to have you here to represent the De-
partment of Defense.
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STATEMENT OF HENRY SOKOLSKI, DEPUTY ASSISTANT SECRE-
TARY FOR NONPROLIFERATION POLICY, DEPARTMENT OF DE-
FENSE

Mr. Sokorski Thank you, Mr. Chairman. First, let me thank you
for holding this hearing today and for allowing me and the other
panelists to appear before you to discuss nonproliferation policy
and process issues.

Regular oversight is always useful, and I believe the rest of the
panel appreciate the personal interest that you have shown on non-
proliferation issues, and also Senator Gore.

Your written invitation asked for two things, a clear statement
of DOD’s position on the advisability of aiding the space launch ve-
hicle programs of developing nations such as Brazil; and an assess-
ment of the adequacy of the statutory and regulatory basis for the
review of export licenses for sensitive nuclear missile, chemical and
biological technologies to Third World nations.

In answer to your first question on the issue of space launch as-
sistance to the Third World, DOD backs current U.S. policy, that is,
to hinder the spread of nuclear-capable missile systems, including
ostensibly the civilian launch programs. It is for this reason that
the United States in large part supports the Missile Technology
Control Regime.

As the U.S. Government noted publicly when the MTCR was an-
nounced in April 1987, I quote: “The Regime aims at the control of
all devices of this nuclear capability, even if they are called peace-
ful or alleged to be for military purposes, other than weapons deliv-
ery.” Space launch vehicles, for instance, are virtually interchange-
able with ballistic missiles.

When President Kennedy was asked the difference between the
Atlas rocket that put John Glenn into orbit and an Atlas rocket
armed with a nuclear warhead, he replied with one word: “Atti-
tude.” Precisely because we cannot control——

Senator BINGAMAN. Is that John Glenn’s attitude you are talking
about?

Mr. Sokoiski. I suspect he was talking about the angle of trajec-
tory. Precisely because we cannot control for attitudes, the U.S.
policy and the MTCR control for capabilities and treat space
launch vehicle technology as restrictively as they do ballistic mis-
sile technology.

What we can provide and what U.S. policy does support, as I
noted before the House Foreign Affairs Committee 2 months ago, is
provision of space launch services within the United States for any
and all nations, including those in the Third World.

As for the advisability of exporting space launch vehicle technol-
ogy to Third World nations such as Brazil, U.S. policy and DOD’s
are also clear. We have publicly opposed proposals to assist the
Brazilian and Indian space launch vehicle programs, and as I testi-
fied in July of this year, to date the MTCR members have not
made any transfers that would undercut this position.

As to the adequacy of existing export control procedures and reg-
ulations, I believe that we are constantly attempting to strengthen
and improve them.
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DOD, however, is not the lead on export case licensing and
review. What DOD does review depends entirely upon what the
Commerce and State Departments decide to refer to get an assess-
ment of the military significance of a specific transfer sale.

Certainly DOD is inherently suited to make such evaluations,
and we gladly do so when asked. Recently, DOD had a chance to
help in the evaluation of a proposed sale of advanced furnaces to
Iraq. Their lack of authority to deny these furnaces, except on nu-
clear grounds, focused our attention on this application.

It also helped us to recognize the need to strengthen our controls,
the details about which the other witnesses, I believe, are best
equipped to discuss in detail.

This concludes my brief statement.

Senator BINGAMAN. All right. Thank you very much.

Ms. Verville, we are pleased to have you here. Why don’t you go
right ahead?

STATEMENT OF ELIZABETH VERVILLE. DEPUTY ASSISTANT SEC-
RETARY OF STATE, BUREAU OF POLITICAL AND MILITARY AF-
FAIRS, ACCOMPANIED BY CHARLES DUELFER, DIRECTOR, DE-
FENSE TRADE CONTROL CENTER, DEPARTMENT OF STATE

Ms. VERVILLE. Thank you very much, Mr. Chairman. I would like
to introduce Charles Duelfer who is the Director of the Defense
Trade Control Center at the State Department.

Senator BINGAMAN. If you would pull the microphone up a little
closer so that we can all hear?

And your position is what, Mr. Duelfer?

Mr. DueLrFER. Director of the Center for Defense Trade. We are
in charge of the munitions licensing element of the State Depart-
ment. . v
) S;enator BincgAMAN. You are the Deputy at the munitions licens-
ing?

Mr. DueLrer. That is correct, under Dick Clark, the Assistant
Secretary.

Senator BiNncaMAN. All right. We are pleased to have you here.

Ms. VervILLE. | welcome the opportunity to testify before you.
My primary responsibility is missile and chemical and biological
weapons, nonproliferation, and in the year that I have been work-
ing these issues they have received priority attention, both institu-
tionally and in policy terms.

We have had this morning several questions raised about par-
ticular cases and about the adequacy of U.S. export control regula-
tions, and I welcome the opportunity to address these topics and to
answer, I think, some perhaps misconceptions, and I would be
pleased to discuss answers to questions and answer specific cases.

I think it would be useful, however, to begin by making a few
general remarks.

First, nonproliferation has been high on the administration’s for-
eign policy agenda. President Bush and President Gorbachev estab-
lished nonproliferation as a global priority by issuing a joint state-
ment on May 7; both NATO and the Houston Summit of G-7 coun-
tries issued declarations committing themselves to halt nuclear,
chemical, biological, and missile proliferation. °
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Mr. Chairman, events in the gulf not only underscore the dan-
gers of proliferation but they also show, I believe, that a strong
International consensus against proliferation exists and is becom-
ing even stronger. The United States has played a major role in de-
veloping this consensus, and it has been the responsibility of the
State Department to help create it and sustain it.

For example, since the revelations of chemical weapons at the
Libyan facility, there has been a sea change in the Federal Repub-
lic of Germany’s attitude shown in close, bilateral cooperation with
us and the passage of legislation which we do believe has some sig-
nificance.

We have also seen strong responses from other supplier states.
The Soviet Union has for the first time shown strong interest in
nonproliferation. Brazil, Argentina, and states of Eastern Europe
have also expressed interest in nonproliferation and have begun
discussions on that and their interest in strengthening export con-
tsrols and other forms of cooperation in dialogue with the United

tates.

Attitudes simply are not what they were 5 years ago. We see this
in consistent diplomatic exchanges with our partners and the steps
that they are willing to take and in the measures that the Soviet
Union signed up to in the nonproliferation joint statement and in
how the world is reacting to the Iraq situation.

I think I also ought to say that impressions that may be given
about the United States’ export control failures are the source of
the Iraqi crisis, are not in my view correct. It is not U.S. missiles
that are in Iraq, and it is not U.S. chemical weapons that we are
concerned about in Iragq.

Nevertheless, although the United States is not a major part of
the proliferation supply problem, we have begun a review, as my
Commerce Department colleague has stated, of our own laws, regu-
lations, and policies on nonproliferation.

Mr. Chairman, this began prior to the Iraqi crisis. Prior to the
Iraqi invasion of Kuwait the Department of State requested and
formally began interagency discussions on tightening export con-
trols to include nonproliferation based foreign policy controls.

This process has not yet been completed, but among the meas-
ures that we are seeking to implement in our enhanced prolifera-
tion control initiative are a new category of foreign policy controls
focusing on projects and countries of proliferation concern requir-
ing licenses for an expanded list of goods useful for chemical and
biological weapons development; permitting denial of any item now
requiring a license to any end user engaged in missile or chemical
or biological weapons proliferation or where there is a risk of diver-
sion to such activities; and requiring a license for the export of any
item which the exporter knows or has reason to know is to be used
in missile or chemical or biological weapons development.

This would be comparable to the end-use controls now used to
combat nuclear proliferation. We believe that such steps need to be
taken, but not only to block U.S. exports from going to different
countries and projects. They are also needed so the United States
can continue to take the lead in building up the existing interna-
tilogal_consensus to establish such effective controls on a multilater-
al basis.
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We have been working energetically with our allies for many
months to establish a basis for such concerted action. We have sig-
nificantly expanded the MTCR in the last year and enhanced the
importance of its guidelines as an international standard by our
dialogues with Third World countries, based on the guidelines of
the MTCR.

Partners in the MTCR are now reviewing the control annex for
the first time to ensure that it contains all items of concern and is
up to date.

In the Australia group we have broadened the controls on chemi-
cal precursors. We have taken measures to address the problem of
CW equipment and expanded the Regime’s focus to include BW.

I think both on the domestic and the international front we can
take some satisfaction. Domestically, while we need to work on
export controls and we are, we have succeeded in a major objective.
The United States continues not to be the source of technology and
the proliferation that we are concerned about in a major way, and
on the international front, our efforts are bearing fruit to forge a
growing international consensus in favor of strong and concerted
actions to prevent further proliferation of these weapons

Thank you.

OPENING UP EXPORTS TO EUROPE INCREASES RISK OF TECHNOLOGY
REACHING THIRD WORLD COUNTRIES

Senator BingamaN. Thank you very much. Let me ask a general
question here which seems to run through here. Maybe you folks
can correct me on this.

It seems that we have two things going on. We have a loosening
of the East-West controls and permitting of more and more tech-
nology to flow to the Soviet Union and the Eastern European coun-
tries as part of that.

And at the same time we have growing concern that we tighten
controls of technology flowing to Third World countries in the so-
called North-South situation.

So as East-West becomes less of a problem, North-South becomes
more of a problem, and I think one of the problems that Mr. Mil-
hollin has made in his testimony and some of the articles was that
in our rush to loosen exports to Eastern Europe, in our efforts to
get that done, we are dropping off the CoCom list many items that
then become readily available for shipment to the Third World by
countries that don’t participate in the Missile Technology Control
Regime.

We have a lot of countries that are getting technology or becom-
ing eligible to receive technology in the East-West arrangement
which are not participants in the Missile Technology Control
Regime.

I would like to ask each of the witnesses—why don't we start
with you, Mr. Sokolski. See if you think that is accurately describ-
ing part of what is going on and how we fix it, if that is part of the
problem.

Mr. SoxoLskI. I believe your characterization is fundamentally
correct, and what we at the Defense Department have been doing
to make sure that we don’t loosen our East-West trade at the detri-
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ment of proliferation is to alert the other agencies as soon as possi-
ble of other items on the CoCom list that are of proliferation con-
cern to make sure that those are placed under national controls by
CoCom members and by our own government so that they do not
find their way going to the East bloc and then not being licensed
with a transfer.

I believe that we are doing a reasonable job in that regard. I be-
lieve that we need to keep focused on it.

Senator BINGAMAN. Let me ask you to spell your name. I didn’t
get it all when you said it before.

Mr. LEMuNYON. L-e capital M-u-n-y-o-n.

Senator BINGAMAN. And your position is in the Department of
Commerce?

Mr. LEMunyoN. Deputy Assistant Secretary for Export Adminis-
tration.

Senator BINGaMAN. Mr. LeMunyon, you indicated that you are
satisfied that the list of items that you are agreeing to take off of
CoCom does not include items that we want to prevent going to
Third World countries under proliferation. Did I understand you
correctly?

Mr. LEMunYoN. The items that were controlled for proliferation
purposes prior to the CoCom changes remain on the list that the
Commerce Department maintains. Obviously, the target group of
countries has changed. We are no longer controlling them to the
Soviet Union and their allies.

Senator BINGAMAN. The items that were there are still there?

Mr. LEMunyoN. Right, but the focus of who we are trying to
keep them from has changed. In the context of establishing or of
revising our controls in July, we established a new target list of
countries, a list of 36 in our regulations, that are of concern for a
variety of reasons, and exports to those countries directly from the
United States do require a license. If there is a problem, obviously
we will deny it. Reexports of controlled U.S. items from any coun-
ttf"y }tlo Those destinations without a U.S. export license is a violation
of the law.

THE MISSILE TECHNOLOGY CONTROL ANNEX LIST NEEDS TO BE UPDATED

Senator BINGAMAN. When we entered into this Missile Technolo-
gy Control Regime or agreed to participate in that, that was 1987?

Mr. LEMunyoN. That was established in 1987.

Senator BINGAMAN. And at that time a so-called annex was ar-
rived at which contained those technologies that—and we were
agreeing with these other countries that we would not export, as I
understand it.

Mr. LEMuNYyoN. That is correct.

Senator BINGAMAN. Am I correct that we have not updated that
since 19877

Mr. LEMuNYON. That annex, and I would defer to my colleague
from the Department of State, but I believe it is true that annex
was established in 1987 and has not changed. But I think as we
have both indicated, at the July meeting the members agreed to
look at the annex to make sure that it is complete and accurate.
There is a technical meeting of these countries scheduled in a few
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mogths to compare notes and to see if any changes need to be
made.

One of the accomplishments that we had at the July meeting
was to examine each member country’s export control regulations.
We placed our list on the table. The other countries did, too, to
make sure that at least we were interpreting the existing annex
the same way. Frankly, we found that there were some differences.
Fortunately, now we are all licensing the same items.

Senator BINGAMAN. Let me give a view, and let you folks re-
spond. But it seems to me that we are talking about technology
which is fast changing and I don’t understand how we could expect
a list drawn up in 1987 to be appropriate and adequate to the prob-
lems of 1990.

In light of what we are trying to control here, it would seem to
me that the list of technologies to be controlled would have to be
reviewed probably on an annual basis, but even more likely on a
twice a year basis if you were going to have the thing be useful.

. Am Ikvs‘r)rong in thinking that this thing should be updated every
monthe .

Ms. Verville.

Ms. VERVILLE. Thank you, Mr. Chairman. I would like to touch
first on the question that you raised just a moment ago to which
my other colleagues responded.

I think the policy of maintaining proliferation controls on those
CoCom items which merit that, or instituting special proliferation
controls on the controlled CoCom items, is quite clear that the
policy is to not let items of proliferation concern which may have
been on the CoCom list go uncontrolled, and I think that we are
looking at the East European situation.

My Commerce Department colleague can correct me if I am
wrong, but I don’t think that those items will flow to Eastern
Europe until we are satisfied that adequate controls are in place. I
think the policy is clear. Those items that have been controlled and
should remain controlled should not slip through the cracks, and
steps are being taken to assure that.

On the question of the MTCR annex, the partners were adamant
at the July meeting in Ottawa, to which I led the U.S. delegation;
they clearly are concerned that the annex remain up to date and
current, and they created a technical group to review the annex for
this purpose.

The organization is only 3 years old. This was done this July.
The group is going to meet in January prior to the next full meet-
ing of the partners to make recommendations to the partners.

Senator BINGAMAN. In July?

Ms. VERVILLE. In July there was——

Senator BINGaMAN. I know that there was a meeting in Montre-
al, but you say they are going to meet again in July?

Ms. VERVILLE. January.

Senator BincaMaN. OK. I misunderstood you.

Ms. VerviLLE. They are going to meet in January to review the
results of each country’s internal study and to make recommenda-
tions to the MTCR partners at the next partners meeting which
should occur soon thereafter for the purpose of making sure that
the annex is up to date.
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Senator BINGAMAN. Let me just interrupt a minute. It is univer-
sally agreed that it is not up to date; is that right?

Ms. VERVILLE. No, it is not universally agreed that it is not up to
date, but the partners recognize that as of now it is 3 years old.

Senator BINGAMAN. Is it our position that it is up to date?

Ms. VERrvILLE. That it is an appropriate time to review it and
make sure that it is up to date.

Senator BINGAMAN. Is it our position that it is up to date? Is that
our government’s position?

Ms. VERVILLE. Our government is reviewing it now.

Senator BiNcaMAN. So we don’t know?

Ms. VErvILLE. To determine if it is up to date. There may be
items that we think should be added. We are looking and working
on that now.

Senator BINGAMAN. Is the missile casing case discussed earlier
an example where it had not been—the Missile Technology Control
Regime annex had not been updated or expanded to take into ac-
count production or process technologies and therefore—is that an
example of a problem area that could have been fixed had we had
a more expanded, updated list?

Ms. VERVILLE. I am not sure whether something like providing a
service of this nature for an item that belongs to another country
is something that we would have considered in advance ought to be
put on the list, on the MTCR annex list. The process which was
performed is not an MTCR annex item.

Senator BINGAMAN. But you don’t think it would be?

Ms. VERVILLE. I don’t know what conclusion we will reach about
processes and about services, but I think that it is a tremendously
difficult problem in a fast developing technological world to have
lists that are up to date at every moment because I think we are
talking not only about high-technology items but we are talking
about—we are talking about very simple things, low-technology
items, and this is one reason why in this enhanced proliferation
control program that I outlined a few moments ago, we are seeking
to have generic controls focused on end users so that, for example,
tires or any kind of item that might be going to assist a project of
concern could be the subject of controls.

Senator BINGAMAN. Let me interrupt you long enough to let Sen-
ator Gore make a statement. He needs to leave here in a few min-
utes.

Senator Gore. Mr. Chairman, I have another meeting that I
have to depart for.

I want to thank the witnesses for the statements that I have
heard this morning.

Again, I commend you for convening this and pursuing it. I think
it is obvious, and I will say this in closing, it is obvious that in the
years ahead the still accelerating scientific and technological revo-
lution will continue to produce technologies that have military ap-
plications, and if we are to survive, we are going to have to find
better ways to control the transfer of military technologies to un-
stable regimes willing and able to use those technologies in de-
structive ways.

So that is why I think this hearing is particularly important.

Thank you, Mr. Chairman.
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Senator BincaMAN. Thank you very much for being here.

Let me ask Mr. Sokolski to comment, if you would, on this par-
ticular issue of whether we ought to be updating this annex on a
very regular basis, or whether we can continue to let it go for 3
years unattended.

Mr. Sokorski. The short answer is yes.

Senator BincaAMAN. Yes, we should——

Mr. SokoLski. We should be updating it, but the longer answer
is, I think Liz Verville made the correct point, that you need to do
more because the issue isn’t simply updating. There are some items
that, frankly, need to go on there.

The one candidate, for example, might be carbon, carbon fibers,
which are very important for reentry end strength for missiles
which is not on there.

But I don’t think that is what we need to do simply—the Defense
Department is chairing an interagency effort to amplify what is
meant by the items on the annex.

For example, production facilities are not to be exported until
further notice. What is meant by production facilities? Well, we
need to spell that out. Much of the annex needs to be detailed so
that everyone is in agreement about what it means, and you can
reach a good deal of specific technology by spelling out what is
meant by the general terms. That is what is going on now, and
that is what the MTCR technical groups will be doing, and it was
at the United States’ lead that that process is underway.

b S}(: it isn’t simply updating as much as it is amplifying. We need
oth.

THE URGENCY IN UPDATING THE MTCR ANNEX LIST

Senator BINGAMAN. It seems to me that—to move on to another
question—but it seems to me that there is no real sense of urgency
about getting all of this done.

Mr. Sokovski. I think there is a sense of urgency. I know that
the Defense, State, and Commerce Departments have been pushing
hard to get regular technical meetings.

Senator BINGAMAN. Among themselves?

Mr. Sokotski. Of the MTCR.

Senator BiNncAMAN. How often do Defense and State and Com-
merce meet themselves to work out agreement on what should be
on this list?

Mr. SokoLskI. Right now the DOD chaired interagency group is
meeting on a regular basis to get done so that we will be ready for
the next meeting and have a list that we can go and present to the
other MTCR members, saying, ‘‘Look, this is our best shot at ampli-
fication, and this is what we want everybody else to be doing.”

Senator BINcaAMAN. You are thinking that will be presented in
January? And when do we expect that the member countries will
once again meet so that they can consider what the technical group
comes up with?

Mr. SokoLskI. Right afterward. The idea is to have the technical
meetings at a regular clip. I know the Commerce Department has
suggested four times a year. Defense is always eager to help, but
we need to have the technical group meet regularly so that the ple-
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nary can consider the recommendations and adopt them, and I be-
lieve that there will be a plenary meeting shortly after the techni-
cal meeting in a different location. I think the technical meeting is
going to go on—where is it, in Germany?

Ms. VERVILLE. In Germany.

Mr. SokoLski. And we will have a plenary meeting in Japan
shortly thereafter so that they can consider that work.

THE MEMBERSHIP OF THE MTCR

Senator BINGAMAN. Let me ask about the issue of who all partici-
pates in this. It seems to me there are some major countries that
are not participating, and that may be part of our problem here,
too.

Sweden, Austria, Switzerland, Taiwan, and South Korea, those
are all major industrial countries at this point, and to my knowl-
edge they don’t participate in the Missile Technology Control
Regime. Am I wrong?

Ms. VERVILLE. These countries are not members at the present
time. Some of them are—have been approached about possible
membership, have expressed interest in membership. Others have
said that as a matter of national export control policy they have
instituted controls and have policies that are consistent with the
MTCR, but they do not wish to have formal association; and others
we have a less advanced bilateral dialogue with.

But I think it is fair to say that with all of the countries you
mentioned our concern about the proliferation of missiles and mis-
sile technology has been a subject of serious discussion and that in
the year in which I have been working on this subject we have had
some progress.

Expansion of the MTCR has been a high-level priority of the or-
ganization——

Senator BiNgaMAN. Of which organization; of the MTCR itself?

Ms. VERVILLE. And it has almost doubled its membership in the
past year, and I think that I can also say that in the past year its
commitment to pursue nonproliferation with urgency has increased
markedly.

The first MTCR meeting that I attended was a year ago Decem-
ber, and there was very little institutionalization even to the point
of some reluctance to have a technical meeting or a technical
group. But now the group is not only underway but the partners, I
think, do have a sense of urgency, particularly recognizing the
need for vigilance with the decontrols in CoCom.

So these issues were high on the agenda last July, and I think
that the partners recognize that they have urgent business to do
and are proceeding to do it.

Senator BINGaAMAN. Has our government urged the countries
that I have listed, those five countries, to join: Sweden, Austria,
Switzerland, Taxwan and South Korea?

Ms. VERVILLE. We have certainly urged them all to observe the
MTCR guidelines, either as a matter of national policy or to join.

Sweden, for example, has adopted the annex as part of its nation-
al export controls, but is not interested in formal association.
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I would note that the MTCR is a group for coordination of export
controls and missile policies. It is not a binding international agree-
ment, and I think we welcomed Sweden’s action and urge other
countries to take similar action. We think if they do, even if they
don’t have formal association with the MTCR, we will have done a
great deal to enhance the building of an international consensus
and standard, based on the guidelines of the MTCR, and that is
what we are seeking to do.

Senator BincamaN. I have trouble seeing why it is not in our in-
terest to see all these countries join. It is one thing for them to say,
“We don’t want to join. We would like to Jjust set up our own rules
and try to follow your lead.” That is certainly better than nothing,
but it is certainly not the same as having them participate actively
in trying to deal with this problem, and I would hope that we
would urge them.

Ms. VERVILLE. If I might just answer that?

Senator BINGAMAN. Surely.

Ms. VERVILLE. I think that in the past the MTCR hac been
viewed as kind of a Western suppliers club, and some countries
have not wanted to have formal association. We have made signifi-
cant progress, I think, in broadening the image of the MTCR in the
past year.

We have had an intense dialogue with the Soviet Union. The
Soviet Union has stated that it will observe the MTCR guidelines.
We have a statement coming out of the summit in May, and we
}[}a\{e been pursuing the idea of formal association of the Soviet

nion.

I think that over time, maybe not such distant time, we may be
seeing a broader membership in the MTCR. I understand the point
that you are making, and certainly we do have it in mind.

THE ISSUE OF ROCKET MOTOR CASINGS

Senator BINGAMAN. Let me ask you, Ms. Verville, about the cas-
ings case. Mr. Milhollin said that his view, his understanding was
that the agreement to go ahead and license the first seven of these
casings was just a mistake or that would be the position that the
Department of State takes. Is that your position?

Ms. VERVILLE. No, that is not the position taken by the Depart-
ment of State. If I may just describe the case and what happened
and what our position is, I would like to do that at this time.

The seven rocket motor casings in question were manufactured
in Brazil for use in that company'’s space launch vehicle program.
When assembled, these casings would form a single space launch
vehicle. In October 1989, the Brazilian Embassy applied for a li-
cense to permit a total of 18 casings to be heat treated in. the
United States and then reexported to Brazil.

A license was granted by the Defense Trade Control Center
based on a judgment that the application did not request the provi-
sion to resell any of U.S. origin hardware or technology that was
prohibited by U.S. law or policy, including the MTCR.

When it was brought to the attention of the interagency commu-
nity that a license had been issued, a review of the case was initiat-
ed. While this review was underway it was learned that the heat




44

treatment on the initial shipment of the seven casings had been
completed. This presented the administration with a dilemma: to
return to Brazil its property, recognizing that the items would be
used in a space launch vehicle; or to revoke the original license and
prevent Brazil from removing the casings from the United States.

Many considerations entered into the review of the case. The
Brazilians had acted in good faith, applying for a license to allow
the heat treatment of the casings to take place, and there was no
procedural or factual irregularity in the granting of that license.
The casings remained the property of Brazil, and we had no legal
authority to seize them without compensation.

There was no desire to create a serious problem in our bilateral
relations with Brazil, particularly as we were urging Brazil at the
time of this review to abide by the sanctions against Iraqg.

The seven casings were sufficient to assemble no more than one
SLV, and the casings will be expended when launched. No transfer
of technology or equipment was involved in the return of the cas-
ings to Brazil. There was no evidence of a risk of transfer of the
casings to any Third World country, in particular to Iraq.

These factors contributed to the decision to return the seven heat
treated casings to the Brazilians. The review also found that there
was general agreement that it would be unwise in principle to pro-
ceed with the treatment of the additional casings. These decisions
were confirmed at a very high level in our government. Although
neither technology nor hardware transfer is involved, we do want
to avoid even the appearance of supporting development of technol-
ogy that could be used for missiles since flight testing of the motor
casings could validate other Brazilian acquired rocket technology.

However, we determined that it was improbable that the seven
rocket motor casings could be reexported from Brazil or diverted to
any other end use. This is because the infrastructure for using
these motor casings now exists only in Brazil.

I might add that we have pressed the Brazilians very hard on
both proliferation issues and on arms exports in general. The new
government of President Colar has made clear that Brazil will not
export ballistic missiles and their technology. A decision to revoke
previously granted export licenses would have produced an under-
standably strong reaction in Brazil, undercutting those, including
their President, who are willing to support constructive efforts
against missile proliferation and who seek a more cooperative rela-
tionship with the United States.

When the President of Brazil visits the United States next week,
we will use the opportunity to further strengthen our nonprolifera-
tion objectives.

In sum, we do not believe that this episode compromised U.S. ef-
forts in proliferation control or other areas. Nevertheless, we are
working to prevent a recurrence of a similar situation.

I would add, Mr. Chairman, that the proliferation control initia-
tive which I mentioned earlier will be of significant help in catch-
ing items such as this, but even items that we cannot think of if
you tried that might occur in the future and go not to even a pro-
gram such as this but to even—to a project of actual serious con-
cern.

Thank you.
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Senator BINGAMAN. Your statement about why the decision was
made to go forward assumed that the original license had been
granted.

Ms. VERVILLE. That is correct. It was.

Senator BINGAMAN. My question was, why was the granting of
the original—was the granting of the original license a mistake? If
you }})ad to do that again, would you have granted the original li-
cense?

Ms. VEervILLE. The granting of the original license occurred on
the basis of the policies and the laws that were in effect. It was not
the provision of hardware, and it was not the provision of technolo-
gy, and therefore the license was granted and there were no irregu-
laliities in its being granted. It was perfectly consistent with U.S.
policy.

It was a situation in which something that looking at—looking at
it now in hindsight, and after the event, we have determined we do
not want to do in the future so I would not characterize it as a mis-
take. I would say that our policy has evolved. Our pelicy has
evolved becausc an itein that was not considered earlier came to be
an issue and we responded to it.

Senator BINGAMAN. Was there consultation with other agencies
before that original license was granted?

Ms. VERvILLE. I think I would like to call on Mr. Duelfer whose
office was involved.

Mr. DUELFER. The heat treatment of the rocket bodies is not a
high-technology or sophisticated process. Nothing which we impart-
ed to the rocket bodies was something which the Brazilians did not
already know or know how to do. It was a question of whether they
had the facility to cook these things according to a certain scale.

So when the licensing officer reviewed this case, he saw no
export of technology or equipment having to do with missile relat-
ed hardware. :

I think it draws attention to where you draw the line in terms of
support to a potential proliferation problem. As has been men-
tioned, if you export screws or wire, you know, potentially that will
aid a proliferating country. '

Indeed, the licensing process worked the way it should, but this
became a symbol, if you will, because it said that we allowed those
to go out of the country. But in the future we will not continue
that process.

Senator BINGAMAN. Getting back to my question, did State con-
sult vgith any other agency before deciding to grant the original li-
cense? .

Mr. DUELFER. Before granting the original license, I do not think
that the working level parties in either of the other agencies,
either Commerce or Defense, were consulted.

Senator BiNcaMAN. Let me ask Mr. Sokolski; is it your view that
the granting of this license for these seven casings was something
that occurred as it should have or should the Department of De-
fense have been consulted?

Mr. SokoLski. We believe the Department of Defense and the
other agencies needed to be consulted, and when they were in the
proper form, there was a call for a suspension of the license.
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 Senator BINGAMAN. But that was after the decision was made to
grant the original license.

Mr. SokoLskl. That was in June.

Senator BINGAMAN. And the decision to grant the original li-
cense was when?

Mr. SokoLskl. I believe October.

Senator BiNncaMaN. October of last year?

Mr. SokoLsk1. Correct.

Senator BINGAMAN. So there was a period of some 8 or 9 months
between the decision to grant the original license and the consulta-
tion with the Department of State?

Mr. SokoLsk1. Correct.

Senator BincaMaN. Between Defense and State.

Mr. SokoLskl. Defense, State, and the other agencies. The MTAG
has all of the key agencies that review missile tech. It does precise-
ly the kind of review that is needed. It has Commerce on it. It has
the intelligence agencies. It has all of the agencies, not just De-
fense.

EXPORTING FURNACES TO IRAQ

Senator BiNcaMAN. Let me ask about the decision that was made
to go forward with the furnaces. I guess that hasn’t been finalized,
but that is a Department of Commerce decision; now, am I correct?

Mr. LEMuNYoN. The decision on the furnaces is that they will
not be exported to Iraq.

Senator BINGAMAN. And that is final? :

I Mr. LEMuNYON. That is final. We have a trade embargo with
raq.

Senator BINcaAMAN. We are sending nothing to Iraq.

Mr. LEMunyoN. That is correct.

Ms. VERVILLE. Mr. Chairman, I just want to say if I am not incor-
rect, I believe that decision was made prior to Irag’s invasion of
Kuwait. _

Mr. LEMuNyoN. That is correct.

Ms. VERVILLE. That was in July.

Senator BINGAMAN. Am I correct also that Commerce initially
determined to go forward with furnaces?

Mr. LEMuUNYON. The Commerce Department, as I indicated earli-
er, will provide a detailed chronology to the subcommittee on this
in writing. It was requested by the exporter that Commerce classify
this particular furnace to determine whether it is on the control
list that we maintain. It was our judgment that this particular fur-
nace, due to its specifications and performance characteristics, was
not on the Commerce Department control list.

However, in so notifying the exporter we indicated, as we always
indicate when items are found not to be on the control list, that
there are other obligations in our regulations dealing with nuclear
concerns in other countries. In particular it has been our export
control policy for a number of years that U.S. companies not do
business with people making nuclear bombs in other countries,
even to the point of not selling Scotch tape and paper clips. That is
as far as we go.
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When it came to our attention, and collectively to the attention
of the other agencies, that in fact this end user was of concern, the
company was so notified. The company, I suppose, had the option
of then coming for a license which Commerce would have denied.
But during that period of time, we imposed the trade embargo with
Irag. So the case is now overtaken by that.

Senator BINGAMAN. Let me ask, because I am confused here. I
have a document in front of me called—on the stationery of the
U.S. Department of Commerce that says, quote, ‘“Consarc chronolo-
gy,” end quote.

Mr. LEMunyoN. Right.

Senator BINGAMAN. It goes on right up through the meeting Con-
sarc representatives had with Commerce officials on July 31 of this
year, and then it says, quote, “On August 2, 1990, Consarc in-
formed Commerce that in light of the President’s sanctions against
Iraq,” quote—this was because Iraq had just invaded Kuwait,
quott,a—“it would not proceed at that time with the license applica-
tion”’ guote,

Mr. LEMunyoN. Right.

Senator BINGAMAN. So that is how the thing terminated. It was
not Commerce saying, “No way. We are not going to do this.”

Mr. LEMuNnYoN. In effect, in July, as I think, if you have the
same chronology I have on the—just ahead of that, we indicated
that because of concerns with the end user, the export would re-
quire a license. I think it was understood that had one been applied
for, it would have been denied, but prior to the time the company
came in with a license, the trade embargo with Iraq took effect.

Senator BINGAMAN. It says here on July 31 Consarc representa-
tives met with Commerce officials to discuss their intention to
submit the necessary license applications. .

Mr. LEMunyoN. Right.

Senator BINGAMAN. Then they said on August 2 that they would
back off because Iraq had just invaded Kuwait.

Mr. LEMunyonN. Right.

INTERAGENCY COOPERATION

Senator BiNcaMaN. I guess the point I am trying to get at here,
it sounds as though we may lack the necessary level of interagency
cooperation that is needed to make the correct decision in a timely
manner.

Is that something that any of you would agree with or disagree
with, or do you think that we have excellent cooperation between
the agencies now?

Mr. LEMunvoN. I think as a general statement we have excel-
lent and increasingly good cooperation between the agencies on
this particular item which—furnaces as a general category being of
nuclear concern. We consult with the nuclear weapons experts
here in the United States at the Department of Energy, and we
continue to do that and have done that through the CoCom
changes to make sure that the clear controls remain intact and are
published in the accurate form.
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Senator BINGaMAN. Let me ask Mr. Sokolski. You said, as I un-
derstand it, that the Department of Defense did not have any au-
thority to deny furnaces unless it was on nuclear grounds.

Mr. Sokorski. That is a little over broad, but as a practical
matter the ability to deny these furnaces without going all the way
to the President turned on what its application was.

I think initially most of our attention was focused on the aero-
space application of the furnaces. When it became clear in my
mind that that authority turned on its nuclear application, I start-
ed looking at the patent and my staff did, and we went also the
Energy Department and worked with DTSAA.

Senator BINGAMAN. Can you tell me about DTSAA?

Mr. SokoLskl. Defense Trade and Security Agency Administra-
tion fields the licenses that State sends as a result of legal obliga-
tions to consult, but it depends in the first instance on State get-
ting notice. In this case it was a Commerce case, and frankly, we
found out about this by a tipoff to DTSAA and also in the news.

At that point we started to investigate to find out what these fur-
naces were, what they could do, whether there was a concern.

Senator BINGAMAN. Isn’t there a problem when the Department
of Defense finds out about these things by virtue of a tipoff or
something in the news? I mean, shouldn’t there be a better system

for getting information?

" Mr. Sokorskr. Certainly. In the motor cases I can assure you that
had we learned about these earlier, just like the furnaces, we have
a very different view about the significance of these things, and we

"would have——

Senator BINGAMAN. And your view is that those should not be
exported? '

Mr. SokoLski. We made very clear that we did not think that
those items should be exported. '

Senator BINGAMAN. So if you had known about them earlier, you
would have interposed an objection.

Mr. SoxoLskl. We did when we found out in both cases.

Senator BINcAMAN. What do we need to do to get you folks in-
formed in time that you can interpose objections in a timely
manner?

Mr. SokoLski. I suspect that Mr. LeMunyon is correct that the
amount of cooperation is increasing and that——

Senator BINGaMAN. I am sure it is, but we are all getting older,
too. [Laughter.]

Mr. LEMunyoN. If I may interject, Mr. Chairman, as I indicated
earlier, there is an interagency group that meets at least twice a
month to examine all missile technology cases. A separate group is
focused, I believe, in statute, the Subcommittee on Nuclear Export
Control, to review all nuclear export cases. They meet, I believe, no
less frequently than once every 3 weeks to review respectively all
missile and all nuclear applications.

Each of our agencies and others, including the intelligence com-
munity, has a seat at those tables.

Senator BINGaMAN. Why is the initial license or decision made in
October with regard to these casings, and Mr. Sokolski finds out
about it next June if you are meeting every 2 weeks?
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Mr. DUELFER. I can comment on that since you are headed at the
missile bodies. The licensing officer makes a judgment on each li-
cense which crosses his desk, whether it does meet the MTCR crite-
ria. In this case he made a judgment that it did not, and he
thought that it did, and there is agreement that this rocket body
case did not, but in the cases where—then it gets reviewed by this
committee. Interagency players cannot review every conceivable li-
cense.

Senator BINGAMAN. So this is one that would not be brought up
at such a meeting? -

Mr. DueLrer. That is correct.

Senator BINGAMAN. Let me ask——

Mr. SokoLskl. Excuse me. I have to disagree.

Senator BINGAMAN. Please do.

Mr. SokoLski. We look in that group, we look at all items, even
many things that have to be approved because they do not, in fact,
accede MTCR thresholds, and in fact that license eventually did
come to the attention of the MTAG, and when it did there was a
decision to suspend the license.

Senator BINGAMAN. But it did not come to the attention of
MTAG? What does that stand for? ,

Mr. SokoLsk1. Missile Technology Advisory Group.

Senator BINGAMAN. It did not come to the attention of MTAG
until June which was 8 or 9 months after the decision to grant the
license had been made.

Mr. SokoLski. Correct, and when the decision was made to sus-
pend that license, it took approximately 2 or more weeks before the
firm was notified to cease work.

Senator BINGAMAN. So once the decision was made, there was
still a 2-week delay before the firm was notified to cease work on
the casings.

Mr. SokoLski1. Correct.

Senator BINGAMAN. It sounds like a lot of slippage in this proc-
ess. Let me ask: Does the Department of Defense have a list of
cases during the last few years where the Department of Defense
has raised objections, has stated clearly that they did not believe
an export should occur—and then the export went ahead and oc-
curred?

Mr. SokoLskt. I would have to get back to you on that.

Senator BINGAMAN. You do not know of any such cases?

Mr. Sokorskl. We do not as a general matter keep records of
what we do and do not approve and where our counsel is taken or
not.

I am sure if you had a specific set of questions and time periods,
we could produce a list for the different time periods.

Senator BINGAMAN. Let’s say for the last 3 years. If you could
give us a list, that would be very helpful, of those cases where DOD
officials have advised the Commerce Department that certain
items——

Mr. SokoLski. I would have to——

Senator BINGAMAN. I am not talking about in the meeting. I am
saying that once Commerce had approved something for export,
Defense had interposed an objection.
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Mr. SokoLskl. I think it would be helpful if we had some delimi-
tation because as a practical matter there are tens of thousands of
cases. It you could focus on a country or something of that charac-
ter, perhaps—but even then there is a question of that deliberative
process of the executive. _

N IIVIr. LEMuUNYON. Mr. Chairman, if I might venture an attempt to .
elp. .

Senator BINGAMAN. Sure. :

Mr. LEMunyoN. Slightly over a year ago the House Foreign Af-
fairs Committee inquired on the question of Commerce and Defense
recommendations on exports to Iraq going back to 1985, wanting to
look into questions of whether Commerce had licensed exports im-
properly or over the objections of the Department of Defense.

We were able to supply that committee with some information. I
would need to talk to some of the people back in Commerce regard-
ing the details.?

There are, as you know, some confidentiality provisions related
to disclosure of that information, but I can report to you that, as a
result of the committee inquiry, and with a subsequent followup by
the General Accounting Office, no errors were found. I can think of
two cases dating from 1986 where it was found that the Depart-
ment of Commerce licensed exports over DOD objections, but they
were later reconciled in 1987 when we put the Missile Technology
Control Regime into place. I think there is a letter on the record to
the House Foreign Affairs Committee concurring with that assess-
ment from the Department of Defense.

Ms. VERVILLE. Mr. Chairman, if I might add something here?

Senator BiINGaAMAN. Yes. :

Ms. VERVILLE. I think that one can address an issue such as the
yocket casings as a process issue, but I don’t think it is a process
issue.

There are literally thousands of license applications that come
into the U.S. Government, and some of them even though they are
not o(rix lists may be discussed, but every single one cannot be dis-
cussed.

1 think what is at bottom here is that the application which was
not from a company but which was from a foreign government to
provide a service with regard to its own—its own equipment was
processed in a reasonable and normal way in full accord with the
law, the regulations, and the policy that existed. We controlled
equipment and technology. What was done to Brazilian property in
this case was not—was not according to U.S. policy at the time con-
trolled, and there may be many other parallels of items that are
both tangible and processes that are not controlled.

I think that what has happened in the past year is that there
has been an evolution of policy, and we are moving in advance of
the Iraqi crisis to tighten our controls, and we are doing it in mul-
tilateral groups, and we are doing it domestically.

I think that we don’t have a process problem here.

Senator BINGAMAN. Don’t we have a process problem in that you
don’t think these casings were controlled and the Department of

1 See submission for the hearing record beginning on p. 58.
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Defense does think they were controlled, and when the Department
of Defense got to comment on it, they said, “Wait. We object,” so
that is a process problem to an extent, isn’t it, if we don’t have
agreement within our government as to what is controlled?

Ms. VERVILLE. I am reluctant to get into the views taken by par-
ticular agencies, but I would certainly note that the decision to go
forward with the return of the seven rocket casings was taken with
full interagency review, and the decision was taken at very high
levels, and every individual doesn’t always agree with every deci-
sion that is made, but that is the way that this decision was made.

Senator BINGAMAN. I understand that at the high levels they de-
cided to go forward with the 7 and denied licenses to the remaining
11 because there were 18 ordered.

Ms. VERvILLE. That is correct.

Senator BINGAMAN. As I understand it, but it is difficult to rec-
oncile to the uneducated like myself why a decision to go forward
with 7 makes good sense if we are also going to deny a license to
the other 11 except to say, “We have already made the decision.
We don’t want to back out of it,” and I understand that as an ex-
planation, but I think that what is reflected in that final conclu-
sion is that you have one decision prevailing at the time the
seven—the license for the seven was granted, and you have a dif-
ferent position prevailing today which indicates maybe evolution of
policy, maybe lack of agreement between agencies.

Ms. VERVILLE. I think what also happens and can happen is that
an item simply isn’t thought about. It hasn’t been there because it
hasn’t occurred, and this can happen both with advancing technol-
ogy and it can also happen just by circumstance that some process
or some item that has not been asked for before is asked for, and it
hasn’t made its way onto a list.

I think that hindsight is always helpful, but I think we do have a
problem of generic categories that we are trying to address with
the new controls that we are working on because I think, as you
pointed out, Mr. Chairman, how can you keep any list totally up to
date every moment?

So I think we are trying to get to a combination of strategies
here to deal with what is a very difficult problem.

THE UNDERLYING POLICY ISSUES

Senator BiINcaMAN. I guess there is sort of an underlying policy
issue that I detect in all of this, and that is whether we should be
aiding the space launch vehicle and the ICBM programs that Brazil
has in place, and I guess you are saying that—I pick it up that the
Department of Defense thinks we should not be aiding that space
launch vehicle, ICBM program, and State thinks we should, so
someone at a high level in government said, “We will split the dif-
ference and give them seven casings and not more.”

Is that basically what happened?

Ms. VERVILLE. I don’t think that is what happened at all. I think
what happened is that a license was granted under policies that
were certainly well known to all agencies and agreed. It was
known what was on the list. This was something that had not oc-
curred before, and when it was reviewed it was determined that
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items which were the property of Brazil and which had gone
through a process which had been completed pursuant to an appli-
cation made in good faith by Brazil, was something that we were
not going to stop. We were not going to seize the property of Brazil
and refuse to return it. We could not detreat or untreat these
items.

At the same time, looking at the remaining ones, although a li-
cense had previously been granted, we determined not to go for-
ward because we did not want even the appearance that we might
indirectly be aiding.

If I could answer the second part of the question, the Depart-
ment of State certainly supports and fully supports the present
policy regarding foreign space launch vehicle programs. We don't
categorically—U.S. policy doesn’t categorically prohibit assistance
to foreign space programs, and the MTCR guidelines are not de-
signed to impede national space programs.

Our aim, however, is to prevent transfers that carry a risk of ma-
terial contribution to ballistic missiles development, and our policy
decisions in this field have been marked by restraint in the export-
ing technology that contributes or might contribute to foreign SLB
programs and missile programs. That restraint remains in force.
Our policy antagonizes countries such as Brazil and India, and it is
also not adhered to in as pure a form by our other MTCR partners.

Our policy is currently under review in government to ensure
that it is up to date and it is valid, but the State Department does
support the administration’s policy.

Senator BINGAMAN. Is that consistent with the policy you read,
Mr. Sokolski?

Mr. SokoLskl. It was because of that policy that Defense dis-
agreed with State in the disposition of motor casings that are cate-
gory 2 items. Although the service was not covered, the casings
that left were finished rocket motors, and it was because of that
and because of our consistent opposition to assisting the Brazilian
BLS program that we found that to be inconsistent.

Now, when it became clear that the rocket motor casings had, in
fact, been hardened, that presented a new reality, and that is why
there was interagency agreement on the final decision, but prior to
that, many weeks prior to that, we had protested and made clear
our concerns given existing policy that this particular license
should not have been granted and should be revamped. _

Senator BINGAMAN. Let me ask Mr. LeMunyon to respond to Mr.
Milhollin’s statement that you are the wrong people to be in
charge of this, that you have both a responsibility for promoting
exports and for denying exports, and that those functions should
better be separated, and that a logical thing to do would be to leave
you with the export promotion role but not the export denial role.
How do you respond to that?

Mr. LEMUNYON. The issue is not a new one, and, in fact, in the
early 1980’s leading up to the amendments in 1985 to the Export
Administration Act, Congress wrestled with that question. As a
result of its consideration, Congress separated the export control
functions in the Department of Commerce from the trade promo-
tion functions.
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We at one time were all under the International Trade Adminis-
tration. A new Bureau of Export Administration was created whose
sole purpose is trade control, not trade promotion, and BEA is the
focal point for the licenses coming in and licenses going out.

Obviously, as we have indicated today, where there is expertise
in other agencies, Energy, Defense, and elsewhere, we try to bring
that expertise to bear as quickly as possible in one place so that
licensing decisions can be made.

But it is not a new issue, and I think that Congress satisfactorily
addressed it in statute.

COULD TECHNOLOGY TRANSFER BE HANDLED BY A COCOM-TYPE
ORGANIZATION?

Senator BINGAMAN. Let me ask each of you that would like to, to
comment on the suggestion that we need something akin to a
CoCom to deal with this problem of technology transfer between
North and South; that, in fact, we don’t have anybody whose full-
time jocb—we don’t have an organization whose full-time job it is to
communicate among the countries that are trying to accomplish
this restriction and restraint on technology, and that something
like that has to occur if we are going to seriously deal with this
problem. )

Mr. Sokolski, do you have a view on that?

Mr. SoxkoLskl. I would like to defer to State on that diplomatic
issue and then perhaps comment, but I believe that State’s views
and Defense’s views may be similar, and I would prefer to have the
diplomatic lead.

Senator BINGAMAN. Ms. Verville, did you have a position on
whether we should be urging the allies to Jjoin with us in something
akin to CoCom to deal with North-South technology transfer?

Ms. VERVILLE. Mr. Chairman, it is an interesting question that
you pose. Of course, the different proliferation concerns that we
have—nuclear, chemical, and missile—start from different legal
bases and different assumptions.

However, there certainly is extensive expertise in CoCom itself
that has developed over the years, and I think we are considering
now whether there may be ways that we can draw on it to be help-
ful in our nonproliferation exercises.

We do, however, have different organizations that are already es-
tablished. We are working within them now to strengthen them, to
strengthen not only the export control systems that they have but
to strengthen their effectiveness and to expand their membership
so that it is not simply a North-South problem but really a problem
of the world against proliferators, and I think that we now have,
certainly with Iraq, worldwide sanctions—which is a major
achievement, and I think that in terms of structures for the future
we are looking at the problem. We are looking to see whether there
is anything more or better that can be done structurally.

But as the avenue of first attack, so to speak, we are working
very hard to strengthen each of the organizations that deal with
proliferation and to branch out to many Third World countries to
try and build truly international effective standards.
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Senator BINcamaN. I guess I understand your answer to be that
no, our government is not urging our allies to establish anything
like a CoCom arrangement to facilitate the interruption of technol-
ogy flow between North and South.

Ms. VerviLLE. Well, I think we are considering whether anything
further of a structural nature needs to be done, but in working to
strengthen. the groups we are, as we have mentioned in the MTCR,
we are having technical groups where we are having more frequent
communication, and I think that we are working to build these
particular organizations to make them more effective, and if that is
CoCom-like—I am not sure what that phrase means—I am—
CoCom——-

Senator BiNgaMaN. There is no contemplation that you are
aware of in our government that we should have a permanent
office or organization whose job it is to coordinate our activities
with other countries in this area?

Ms. VerviLLE. I think we are, as I said, working in these organi-
zations to institutionalize them further. They now both have what
could be called permanent secretariats for the first time, and there
are easy repositories in each of the organizations for centralization
of information and for ensuring closer coordination, and I think
the question of whether we should use CoCom or have a CoCom-
like organization is, I should say, just being considered, and that
we have not formed any definitive views on the subject.

Senator BINGAMAN. Mr. Sokolski, Mr. LeMunyon, either one of
you? Mr. Sokolski first.

Mr. Sokorskl I think what Ms. Verville is pointing to is an im-
portant point which is the CoCom exercise had a very clear idea of
what the problem was and what the problem destinations were.
Some of the problems with proliferate nations are a lot more sensi-
tive. They include some friends of ours. Some of the proliferate na-
tions are not, clearly, potential adversaries, but indeed some of
them are actually friendly if not allies. That is what is of concern
is that we not take CoCom in, simply end destinations. The concern
of doing that is that it might weaken our ability to strengthen
these new organizations to get them to a point where they can per-
form like CoCom.

So the reason that we are considering these issues is because
there is attention. What we need to do, and I think what Ms. Ver-
ville was emphasizing, was the need to strengthen quickly and pur-
posefully the proliferation organization so that they do operate as
efﬁl({:isently as possible, much like CoCom does with its more direct
tasks.

That said, the proposal to actually use CoCom is apparently
being considered.

Senator BingaMAN. It seems hard to use CoCom. CoCom was set
up to keep technology from going to the Soviet Union, primarily,
and Eastern Europe, and now we are talking about instituting an
effective mechanism which presumably the Soviet Union and East-
ern Europe need to participate in in order for it to be effective, so I
don’t know how there is anything left of CoCom’s original mission.

If you get them all in there and say, “OK, we have another prob-
lem”’—so I really wonder if you can take an organization set up for
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one purpose and turn it around 180 degrees and say, “OK. That job
is done. Let’s do something different.”

Mr. SokoLski. That and the items that are being decontrolled
from CoCom are precisely the ones that need to be controlled in
these other groups so there are tensions.

Ms. VERVILLE. But we also need to consider whether the kinds of
things that it did and does and will do in the future are the kinds
of things that are directly helpful in the proliferation area, and do
we need a new organization or do we need to strengthen the ones
we have? Those are the kinds of issues that we are looking at, not
necessarily directly using CoCom, but when you say CoCom-like,
are there functions that it has carried out that could be helpful,
that could be useful, and I think that we are going to be looking at
those, at those things, as we work very hard to strengthen the or-
ganizations that now exist and that are, in fact, expanding and im-
proving.

. Sg\nator BiNGaMAN. Mr. LeMunyon, did you have a comment on
LILIS !

Mr. LEMuNvyoN. I think your idea of just a moment ago is the
real issue. It would be awkward to have the Soviets at the table at
CoCom while we are discussing what we want to be selling to them
and what we shouldn’t be selling to them. I think, separate from
that, the issue of combining activities like the Australia group, the
missile tech group, maybe other countries that participate in other
areas, is something that is certainly not imminent, but my own
view is probably coming someday if for no other reason that those
of us in this business in the international community keep showing
up at different meetings around the world, talking in one case in
Ottawa about missiles, another case in Australia about chemicals.
We wonder over dinner a lot that if we had Jjust one big group, we
wouldn’t have to go to so many meetings.

And so if no other reason, this practical reason, I have a feeling
that day is coming. But the real concern, or the real issue, is that
some of the countries that have agreed to participate in chemical
controls are less willing to participate today on missile controls.
You have other countries doing a different thing on nuclear con-
trols; still yet another group in CoCom. So it is rounding up all
these countries and getting them to participate in all of these con-
trols that would be the problem.

I think my view would be to make sure that the control regimes,
although separate today, are effective. Increasing their effective-
ness should be a higher priority rather than worrying about what
the organization ought to be. That is probably something that will
come but ought to be a second order priority.

CONCLUSION

Senator BINGAMAN. All right. Let me just make a short state-
ment, and then I think that we will conclude the hearing. I want to
thank everybody for testifying.

This is the first hearing that the subcommittee has held on this
issue. We may well have some additional ones later in this Con-
gress. It is clear to me that we do need to do a better job of articu-
lating and implementing our export control policy in each of these
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areas: nuclear missile technology, chemical, biological weapons
technology, the proliferation of all of those into the developing
world. I think CoCom has long been the principal clearinghouse to
regulate the transfer of technology from West to East, and as we
move to decontrol items from the CoCom list, in light of the
changes in the Soviet Union and the Eastern bloc, I do think that
we run the danger, the very real danger, of allowing the prolifera-
tion of destabilizing weapons in the developing world to run un-
checked.

Within our own government the major control regimes, the non-
proliferation treaty, Missile Technology Control Regime and the
Australian group on the control of chemical and biological weap-
ons, I think that they are all implemented through different
agency mechanisms, and I feel there are varying degrees of success
at that. International coordination of each of these regimes is done
separately, and again with varying degrees of success, and despite
the recent addition of several allies to the Missile Technology Con-
trol Regime, the annex that they are working off of has not been
expanded or updated since it was first agreed to in 1987, and we
don’t have any real, established mechanism for regular review and
consultation on that annex and that regime.

There are not multilateral enforcement mechanisms or clearing-
houses for North-South proliferation controls such as we have in
place with CoCom.

I.hope that the administration, although there has been a strong
series of statements from the administration about the problem of
proliferation, I have not seen the kind of followthrough with a
clear policy in this direction. I think senior level management at-
tention is lacking. Nonproliferation policy consistently seems to
take a back seat to our bilateral diplomatic concerns, most obvious-
ly in the case of Iraq, until very recently.

I hope by the time we have another hearing we can see some
progress in these areas, specifically the annex to the MTCR I hope
can be updated and expanded to include production equipment.
There can be quarterly meetings of technical experts, and that
working with the European Community, we can put in place both
legislative and regulatory frameworks to deal with this prolifera-
tion of nuclear missile, chemical, and biological weapons technol-
ogies.

I do think it is an extremely important issue. It is one that we
have neglected for far too long. It is too important to allow bureau-
cratic infighting to interfere with our ability to implement policy
or to make policy, and I think it is too important for us not to show
the leadership that this country is obviously called on to show, to
implement international controls.

The rhetoric that we have heard from the President and the Vice
President, I am sure, is sincere, but we need to work hard to
ensure that it is actually implemented in practice. Again, I thank -
all of the witnesses. I think that we have had a useful hearing, and
as we decide what additional hearings are necessary, we will un-
doubtedly be in touch with you and continue with this in the
future.

Thank you all very much.
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[Whereupon, at 12:17 p.m., the subcommittee adjourned, subject
to the call of the Chair.]

[The following information was subsequently supplied for the
record by Mr. LeMunyon:]
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The following chrdnolegy sets Zorth the Commerca involvement in
the CONSARC attampt to export furnaces to Iraq. + should ke
notad that it was not until July 1990 that information was
obrained concerning the possibility of this equipment being used
in connection with sensitive nuclear activities in Irag. When
such evidence was presentad, Commerce moved immediately to ensure
that no export= of the furnacass would take 2lace.

L2 2

Oon March 16, 1989, CONSARC wrote ts the Depar<=ent of Commerca
raguesting an advisery opinion on items it proposed ta ship ta the
Ministzy of Industry and Minerals in Iraq to be used for matarials
rasearch and development and to dake neitanium castings to be used
for medical prosthesis." CONSARC's propcsad sale included general
purgose induczion furnaces used to melt metals at high
tamperature.

CONSARC did not mention in its lettar any possible nuclear
application. In conversations with Commerca officials, CONSARC
did mention that cerzain zetals that csuld be used in nuclear
applications could be nelted in the furmaces, even though the
equipment was not large enough €3 be a production furnace. 3ut
CONSARC statad that thers was no indication that tie furnaces
would be used for nuclear applications, and Commerca had ne
infarmation indicating such use.

on May 6, 1989, Commerce informed CONSARC that two of the furnaces
would need individual validated export licenses and that, under
existing regulations, the export of the other two furnaces would
not require prior government approval. All exports remained
subject to regulations pronibiting exports where the exporter has
reason to know that the item would be used for sensitive nuclear

purposes.

on May 10, 1989, CONSARC supplied Commerce with additional
rachnical information on the two furnaces that Commerca had stated
would require licenses. This information supported CONSARC's
position that no licenses were required. Again, there was no
indication that the furnaces would be used in sensitive nuclear
applications.
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on June 19, 1989, basad on tha additional tachnical information .
provided by CONSARC, Commerce deterzined that none of the furnaces
was included on the contxol lists for national -security, foreign
policy, missile prolifaration, or nuclear proliferation reasons.
Commerce notified CONSARC that this determination was subject to
prohibitions against axports where the exporter has reason to know
the item will be used for sensitive nuclear purpcoses. The
Commerce Department has not approved and would not approve a
licansae for saensitive nuclear uses in Iraq.

on July 14, 1989, CONSARC provided Commerce with documentation
from the Iraqi end user and the Iraqi Government stating that the
aquipment was to be used for work in material science technology.
The letter from the Iragl Ministry of Industry and Minerals
states, in part, that tha furnaces would not "be used for nuclear
applications." .

Oon June 27, 1990, the Customs Service detained the CONSARC
furnaces befora they could be shipped to Iraqg.

A= indicarad ahava, tha CONSARC furnacaes were not subject to U.S.
controls. In addition, the Administration (based upon tha
assessment of the Department of Daefense and Joint Chiefs of Starf?f)
and its COCOM allies eliminataed effective as of -July 1, 1990
controls on all industrial furnacas, including furnaces that are
more sophisticated than the CONSARC equipment.

on July 13, 1990, a Commerce engineer and special agent visitad
CONSARC to axamine the equipment. As a result of this visit, it
was.reconfirmed that the furnaces did not fall within the scope of
existing USG export controls. The Commercae engineer mentioned
that the only reason for control would be if the items waera
dastined for a sensitive nuclear use. CONSARC again stataed that
the end usae was mataerials research and the production of medical
prosthesaes.

During the week of July 1§, 1990, interagency meetings were held
to raview the proposed sale of the furnaces. The Stata Departzent
confirmed that the furnaces wera not controlled as munitions
itens. ' Commerce pointad cut that the furnaces ware not controlled
by Commerce regulations unless they were intanded for sensitive
nuclear uses. Commerca requested additional information on
possible sensitive nuclear uses of the equipment in Iraq.

41-636 0 - 92 - 3




60

-3-

on July 19, 1990, the Administration cbtained additional
information indicating that the furnacas might be used in
sensitive nuclear activities by Iraq. Commarce immediataly
directed that thae company apply for an individual validated export
license and informed the company that it could not ship the
furnaces without such a license. Commerce informed Customs of
this decision and asked that the furnaces not be released for

export.

on July 31, 1990, CONSARC representatives met with Commerce
officials ta discuss their intantion to submit the necessary
licanse application. At this xmeeting, CONSARC repeated its
cantantion that the intended and usa of the furnhacas was not
ralatad to sensitive nuclear activities.

on August 2, 1990, CONSARC informed Commerce that in light of the
President's sanctions against Iraqg it would not proceed at that
tima with the licanse applicatian.

s et
With raspect to the broader issue of Commerce's licensing
practices toward Iraq, consistent with Administration policy,
Commerce rafars two-thirds of all applications for reviaw by
Defansae and State and has not approved any applications te Irag
contrary to U.S. missile and nuclea: non-proliferation contraols.
This was recently verified by the General Accounting Office of the
Csangress following a review of more than four years of licensing
data, the GAO noted in its conclusion that it:
...did not find that any MICR (Missile Technology Contxol
Regizme] restricted items had been approved for the export to
Iraq since the effactive data of the MICR.

Because of its concern with the proliferation of nuclear capable
ballistic missiles and based on its belief that the export
controls in placa since 1987 needed updating, the Commerce
Department, in the fall of 1989, instituted a technical raview by
Bureau of Expor: Administration engineers of the control lists.
The Stata Department is currently discussing the list revisions
with our Allies to ensure that its modarnization will be carried
out in a multilateral fashion. '

on April 3, 1990, all export licenses to Iraq were made subject to.
more stringent reviews. . . .

on August 2, 1990, all export licenses to Iraq were suspended.
Dated: September 7, 1990



ARMS TRADE AND NONPROLIFERATION

TUESDAY, APRIL 23, 1991

CoNGRESS OF THE UNITED STATES,
SuBcoMMITTEE ON TECHNOLOGY AND NATIONAL SECURITY
of THE JoINT EcoNomic COMMITTEE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:30 a.m., in room
SH-216, Hart Senate Office Building, Hon. Jeff Bingaman (chairman of
the subcommittee) presiding.

Present: Senator Bingaman, and Representatives Armey and Stark.

Also present: Richard F Kaufman, general counsel and Mark
Forman, professional staff member.

OPENING STATEMENT OF SENATOR BINGAMAN,
CHAIRMAN

Senator BINGAMAN. Why don’t we go ahead and get started. There are
lots of hearings taking place in the Senate this moming, and I think our
best bet is just to proceed, and if other Senators can come, we’ll
welcome them at that time.

This hearing is the second in a series that we began last September
on issues related to the spread of sensitive technologies involving
nuclear weapons, chemical and biological weapons, and missile delivery
vehicles for such weapons.

In the previous hearing, we dealt mostly with U.S. and multilateral
export controls on sensitive weapons technologies. That hearing
confirmed the existence of considerable disarray in the export license
processes and in the policies that guide them. Steps have been taken
recently to improve the processes, and we’ll hear testimony this moming
on the adequacy of those steps.

Today we are going to broaden the inquiry somewhat to examine
basic policies about nonproliferation, in addition to the function of the
export control system. We want to leam more about our efforts to
convince other nations to slow the spread of sensitive weapons
technologies, and the priority that the administration gives to nonprolif-
eration compared to other concems; such as foreign policy and export
promotion, including the promotion of arms sales to developing nations.

\
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The Congressional Research Service recently completed a report at
my request on our nonproliferation policies. That report states:
"Strategic and economic interests have at times prevailed over nonprolif-
eration considerations, as in the case of Pakistan and Iraq. Trade policies
designed to enhance the competitiveness of U.S. business in the global
marketplace can be expected to conflict with robust export control
policies."

The report also finds that no strategy can be leak proof. Export
controls will play a central role in this decade in order to buy time to
deal with proliferation concemns, but export controls alone are clearly not
sufficient.

We must also be prepared to employ incentives and sanctions, as
well as arms control and diplomatic initiatives to reduce the underlying
motivating factors in regional arms races.

Clearly, initiatives, some very significant ones, have been taken by
this country. Of course, the United States was the first to initiate efforts
to limit the spread of nuclear, chemical and biological weapons, and
ballistic missiles. By far the most comprehensive controls of other
nations, including some of our NATO allies, do not come close to the
standards we have set.

We have led the way to multllateral arrangements, such as the
Nuclear Nonproliferation Treaty, the Nuclear Suppliers Group, the
Australia Group, and the Missile Technology Control Regime. That does
not change the fact that our export controls appear to still lack coher-
ence.

There are many shortcomings in the interagency coordination
necessary to implement them, and the multilateral cooperation with other
countries is inadequate. Too many sensitive weapons technologies have
slipped through our own net and those of others, and in this business
almost clearly is not good enough.

President Kennedy once wamed that we faced a future in which 15
to 25 nations might have nuclear weapons. Today, I count 17 nations
that have or are reported to be taking steps toward acquiring these
weapons. :

What needs to be of concern to us today is that the diffusion of
sensitive weapons continues and may be accelerating. Our experience
with Iraq should teach us how costly it can become when sensitive
weapons technologies spread.

Thankfully, Iraq did not use biological or chemical weapons. But its
missiles, coupled with the threat of chemical warheads, proved a
horrible weapon of psychological terror. A nuclear threat in Saddam’s
hands obviously would have been far worse. Unless steps are taken in
the near future to reverse present trends, the 1990s may become known
as the decade of proliferation crises.

The first panel is made up of Rlchard Clarke, the Assistant Secretary
for Politico-Military Affairs in the Department of State; Mr. James
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LeMunyon, the Deputy Assistant Secretary for Export Administration in
the Department of Commerce; and Mr. Henry Sokolski, the Deputy for
Nonproliferation to the Assistant Secretary of Defense for International
Security Affairs.

Let me refer also to some charts that we have had prepared—a series
of charts to demonstrate different facets of the proliferation problem (see
charts on following page).

All of them are based on published sources in the open literature. The
reason for this is that the Govermnment still considers much of the
information about countries that have, or are in the process of acquiring,
weapons of mass destruction to be classified. This strikes me as an
unusual policy in light of all that has been published in the open press,
but it would seem, in my view, t0 make sense to let everyone know
exactly which countries have or are attempting to get these weapons.

The charts need to be explained. The first one is totally incompre-
hensible from that distance: it is very small, and I hope folks have
handouts that have the chart on it. I have one here. It illustrates how
many countries already have acquired weapons of mass destruction.
What we have done is to take a variety of published sources and
indicate each point at which one of those published public sources lists
either chemical, biological, nuclear or ballistic missiles being possessed
by one of the countries listed on the left-hand side of the chart.

There are a total of 37 countries listed on the chart. In a separate
series of charts, we have tried to show the high incidence of transfers
to Third World countries. Too many countries export too many sensitive
weapons and technologies to Third World countries in order for us to
depict them all on one chart or even on a limited number of charts. So
what we have done is to put together several charts showing sources of
ballistic missiles and technologies, and nuclear weapons and technolo-
gies to Iraq in particular. .

We also have three other charts, which I'll just briefly refer to in case
any of the witnesses want to refer to them, that have taken Germany as
an example; because Germany has been a major supplier of sensitive
technologies (see charts on following page). That is not to suggest that
Germany is the only one, but there is a limit to how much we could get
on a chart. It shows the extent of the countries being supplied by
Gemmany. These charts show Third World recipients from Germany and
from Communist countries, and you can see that there are a great many
supplies going to these countries from Communist suppliers as well.
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(Countries Possessing or Attempting to Acquire Weapons)
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Senator BNGAMAN. Before I tum to Richard Clarke for his statement,
why don’t I see if there are any other opening statements here.

OPENING STATEMENT OF REPRESENTATIVE ARMEY

Representative ARMEY. Thank you, Mr. Chairman. I do have an
opening statement, and I would like to read it.

Mr. Chaiman, I want to commend you for setting up this second
hearing on this important and timely topic. In the smoldering remains
of the Persian Gulf war, Americans have become acutely aware of the
risks to global security posed by the proliferation of weapons of mass
destruction, ballistic missiles, and high-tech conventional arms. In the
Republican Views of this year’s Joint Economic Committee Annual
Report, we noted that the global arms industry is growing exponentially
and, consequently, other Saddam Husseins may emerge in this decade.

Congress and the administration have given much attention t¢ the
proliferation of nuclear, chemical, and biological weapons. These efforts
have led to many control regimes aimed at stemming the flow of missile
technology and the so-called dual use technologies—technologies that
have commercial and military applications. The Export Administration
Act and the administration’s Enhanced Proliferation Control Initiative
are two recent efforts to stop the flow of such technologies. More
attention needs to be paid to the proliferation of conventional weapons
carried out via markets that resemble used car lots and intermediaries
that resemble sleazy movie characters. But before Congress reacts to
recent new reports in its typical manner, there needs to be a short pause
to observe the effectiveness of recent initiatives and to assess how well
resources are focused on problem areas.

The United States and our allies spent some $50 billion conducting
a conventional war to liberate Kuwait, while Iraq’s ballistic missiles
killed innocent bystanders and the threat of chemical weapons was ever
present. The Persian Gulf crisis illustrated the threat to American
interests posed by the spread of modemn weaponry. Mr. Chairman, I
believe there are strong economic forces driving the proliferation of
arms. :

On the demand side, there are three factors that explain why govern-
ments, insurgents, terrorists and drug cartels want arms. First, arms are
needed by governments for the legitimate purpose of self-defense, or
survival, against both extemnal and internal threats. In dictatorships, we
need look no further than Iraq or many Communist countries to se¢ how
this can be abused. Second, terrorist groups and drug lords want arms
as a means to achieve their illegitimate desires. Third, arms are a
political tool—they represent power, and many want them for the
purpose of affecting a regional balance of power. Saddam Hussein spent
over $30 billion per year trying to get his way in the Pegsian Gulf. It
appears that dictators almost always prefer to use tanks, rather than
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dialogue, to settle differences with their neighbors and their own people.
With these strong demand-side forces, it is no wonder that arms
industries have been born in many Third World countries at the same
time the United States and Soviet Union have been reducing military
exports.

On the supply side, there are five factors that ensure that a Saddam
‘Hussein can always find someone to build a new gun. First, govern-
ments export arms in order to promote specific policy objectives. We
have long supported democratic governments by sending arms to be
used for self-defense, and it is in our interest to continue to do so.
Second, foreign military sales can be a lucrative business, and, therefore,
there are many suppliers. If a buyer wants a piece of equipment, it may
be found at a company based in the United States, Germany, Argentina,
Singapore, or many other countries. The global market seems con-
strained to under 10 suppliers only for the highest technology equip-
ment, such as nuclear weapons or fighter aircraft. Third, economies of
scale force many producers and govermments to find foreign buyers in
order to share overhead and start-up costs. Fourth, countries that are
involved in armed conflict will often be given new weapons to
determine the weapons’ battlefield effectiveness—a real-life form of
operational testing. Defense analysts have suggested that the Soviets did
this in Afghanistan. And fifth, countries will develop an arms industry
and export arms to improve their economy and balance of trade. A study
of arms industries in Western and developing countries, which appeared
last year in the academic joumnal, Defense Economics, reported that
controls on arms sales would not have much effect on U.S. unem-
ployment, but would cause significant unemployment problems
elsewhere around the world. Hence, many countries resist such controls.

It may be clearer from the fact that our Air Force spent so much time
bombing Saddam Hussein’s defense industry than from this cursory
summary of the economics of global arms trade that arms proliferation
is a multilateral problem. Congress can pass another file cabinet full of
laws to stop American exports, but that will not prevent China or others
from supplying Third World despots like Saddam Hussein. For many
years the U.S.-Soviet polarity provided order to the global arms trade,
with one bloc forming around the United States and another around the
Soviets. Many of these alignments represented the fight between
democracy and communism. Now, democracy has won the ideological
conflict, but fighting continues in many regions of the globe—fed by a
different set of suppliers. With the spread of technology and engineering
know-how around the globe, arms trading has become more complex—a
special computer chip could have a greater impact than a tank.

America is on a global pedestal, the only remaining true superpower.
France, Germany, and other large players in the global arms trade are
ashamed of having fed arms to Saddam Hussein. We now have a unique
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opportunity to pursue multilateral efforts needed to constrain the flow
of weapons.

We must, however, guard against such efforts becoming an ineffec-
tive drain on national security resources. Trade controls should be
pursued only to the extent that they are integrated with other compo-
nents of our national military strategy. Given new congressional and
administration initiatives now being implemented, I would like to hear
our witnesses’ views about how resources can be focused between
diplomatic, intelligence, and military expenditures to efficiently protect
our national interests. This makes more sense to me than trying to
determine and control every company in every country trying to sell
arms to every group in every other country around the globe.

Thank you, Mr. Chairman.

Senator BINGAMAN. Thank you, Congressman Armey. I appreciate it.

Congressman Stark also has a statement he wanted to give at this
time.

OPENING STATEMENT OF REPRESENTATIVE STARK

Representative STARK. Thank you, Mr. Chairman, and thank you for
calling this hearing.

I would ask the Chair’s permission to have my opening statement
included in the record, and I will just briefly summarize my purpose.

I apologize to the subcommittee and the witnesses for not being able
to attend much of this moming’s hearing because professional comity
requires that I pay close attention to Senator Rockefeller’s testimony in
the Ways and Means Committee on how to solve the health care needs
of our country. Assuming that the country will survive long enough for
long-term health care to be an issue, I think it’s quite important that I
be there.

Nuclear proliferation is perhaps the leading threat to our long-term
security, Mr. Chairman, and I would like to just address a minor piece
of legislation that I have introduced.

Under my proposal, if we decided, for example, that Daimler-Benz
or another German company was selling centrifuge technology to
Pakistan, and if we decided that that violated the Nuclear Proliferation
Policy or Act of this country, it would be quite simple under the Trade
Act to suggest that those companies not be allowed to sell anything to
our country.

I think this would have a meritorious and quick effect on those
companies. It’s very difficult for us to enforce German law or law in
Brazil or any other country, and I'm not sure that’s what we’re here for.
But we are able to identify those companies that clearly violate existing
nuclear proliferation laws, and I would be interested in hearing the
witnesses’ reaction to that during the day because this is a quick,
precise, and surgical way to bring direct economic retaliation against
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those people who would violate what is clearly the policy and law of
this country, and not do a great economic disservice to our overall
international trade.

I appreciate the Chair’s indulgence, and I look forward to seeing
what comments the witnesses during the day could add to this minor
little piece of enforcement legislation.

Thank you.

[The written opening statement of Representative Stark follows:]
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WRITTEN OPENING STATEMENT OF REPRESENTATIVE STARK

Mr. Chairman, | would like briefly to address the nuclear aspect of this
important issue. With the events of recent years—the easing of East-West
tensions, the liberation of Eastern Europe, and the Soviet Union's slow, even, but
definite progress toward democracy and capitalism—nuclear proliferation is now
the leading threat to U.S. national security.

Over the years, the United States and other Western nations have taken
important steps to combat the spread of the Bomb. Nevertheless, today nine
nations have nuclear weapons with more countries on the horizon. The case of
Pakistan, the most recent member of the Nuclear Club, is especially troubling to
me. It took Islamabad 15 years, but today they can produce enriched uranium,
the key material in building nuclear weapons. We have a great deal of evidence
that before the war Iraq also was following Pakistan’s model. Pakistan relied
heavily on foreign assistance to build the necessary facilities. Iraq too received
help from Western companies, especially from Germany.

The War in the Gulf may have dealt a temporary setback to Baghdad, but
they could resume their efforts and other countries, such as Iran, Syria, and
Libya, could follow the same approach. It may take tine 5 to 15 years, but in the
history of the world, that’s not much time.

Recently, | introduced legislation to help address the problem of Western
companies assisting nuclear weapons programs in developing countries. My bill,
H.R. 830, the Nuclear Non-Proliferation Enforcement Act, would put import
sanctions on any foreign firm the President determines sold nuclear or dual-use
items—without the proper safeguards—to countries of proliferation concern. For
example, if a German company, such as Daimler-Benz or Degussa, sells uranium
centrifuge technology to Pakistan or Iraq, then that firm would be barred from
selling anything to the United States.

| am not suggesting this is the only approach. Quiet diplomacy is also an
important tool in bringing our allies to tighten their export controls. But quite
diplomacy didn't bring great results in the 1980s. The Germans ignored warning-
after-warning. Recently, Bonn has taken some steps in the right direction. | am
convinced, though, that the threat of some sort of sanction is necessary to help
make these changes stick. .

Unfortunately, | won't be able to say and hear all the testimony today—I have
to attend hearings over with Ways and Means. But | am interested in the
witnesses’ reactions to my legislation. Do they think it is a useful tool in
combating nuclear proliferation? If not, what other alternative besides quiet
warnings that are often ignored can help get our allies to take this threat more
seriously. After all, none of us wants to wake up one morning ten years from
now and find Syria armed with the ultimate weapon.
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Senator BINGAMAN. Thank you very much.

Mr. Clarke, thank you for being here. Why don’t you go ahead with
your statement in any fashion you would prefer, and then we may have
a few questions of you, and then we’ll tum to the other two witnesses.

STATEMENT OF RICHARD A. CLARKE, ASSISTANT SECRETARY,
POLITICO-MILITARY AFFAIRS, DEPARTMENT OF STATE

Mr. CLARKE. Thank you, Mr. Chairman. It’s a pleasure to be here
again to discuss what is one of the highest priorities the administration
has, and what is, as you have said, one of the greatest threats not only
to our national security, but to international stability. Now, there is the
proliferation of ballistic missiles and weapons of mass destruction.

None of us who lived minute by minute through the Persian Gulf war
and the attacks on three nations with ballistic missiles, none of us who
spent weeks trying to get chemical protective and biological protective
gear to our personnel in the theater, can have any doubts about the risks
and the dangers that proliferation poses for our country and for our
allies.

It is, however, not something that we have leamed since the Persian
Gulf war. This administration has made proliferation a priority since it
came into office, and I think, Senator, we have tumed the comer in
many respects on the proliferation battle. I think we can now look back
on 2 years of progress both nationally and internationally.

Let me, if I may, Senator, just submit the prepared statement for the
record and try to summarize it briefly so we can get to the questions.

I would say within the Government we have vastly improved our
own ability to deal with these issues. We needed to clean up our own
house, I think, first before we could go successfully multilaterally, and
we have done that.

THE PROLIFERATION PROBLEM

In the licensing process within the State Department, for example, we
have doubled the number of officers working on licensing in the
Defense Trade Control Office. We have put Defense Department officers
and Customs enforcement officers into the State Department office that
is in charge of licensing defense goods and services.

On an interagency basis, we have created for the first time a
committee on proliferation, the so-called Policy Coordination Commit-
tee. And, if I may, Mr. Chairman, submit my own chart for the record,
which I think has been passed out. I have a diagram of the interagency
committee structure that has been created in this administration.

What is noteworthy about it, Mr. Chairman, is the way in which it
incorporates the intelligence and policy community; and that in the
nuclear field, the CBW and missile field, on a weekly and sometimes
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daily basis, committees get together to assess the raw intelligence on
proliferation that we receive from a variety of means and figure out
what we should do about it.

Ifit’s a U.S. company or a U.S. citizen that is involved, we can and
do take action ourselves. If it’s another country that is involved, we
move to interdict that planned shipment through a variety of diplomatic
means, and we’ve had some notable successes.

THE ENHANCED PROLIFERATION CONTROL INITIATIVE

Also, within our own government, I think perhaps the most notable
advance has been the Enhanced Proliferation Control Initiative (EPCD),
which the President approved last fall, which has been under develop-
ment really for over a year, some of which has already gone into effect.

If I can, I would like to spend just a minute on Enhanced Prolifera-
tion Control Initiative. I think it’s an exampie of how we can move both
unilaterally and multilaterally at the same time.

We felt that in order to be effective multilaterally we had to have the
best export control system in the world, and I think we can now say that
we do. Those holes in the export control system that we did identify
during the course of the study last year have been plugged, and we are
now moving to have export controls for all destinations for all precursor
chemicals, for dual use chemical and biological equipment, and for the
design of chemical production plants.

We are moving for the first time to control American citizens’
activities abroad in the area of missiles and chemicals; and beneath this
entire set of complicated regulations, we have put a safety net that says
we can 2o to an individual company and inform them that what they are
about to do would contribute to proliferation and therefore require them
to get a license that would allow us to deny the sale.

It’s a complicated series of regulations. It’s meant to be a web that
would allow us to prevent any sale of any item going to a proliferation
entity. We've now taken that series of regulations to our partners in the
Australia Group on Chemicals, and to the Missile Technology Control
Regime (MTCR), and urged them to adopt the same regulations. We are
having some notable success. Before we made this proposal, the 19
other members of the Australia Group on Chemicals controlled very few
of the 50 chemicals that were identified as likely precursors.

Following our initiative now, a majority of the members of that
group control all of those chemicals, and we have news from the
remaining countries that they are also moving in that direction.

I think this is an example of how we, by taking action ourselves, can
show initiative and lead the way, and then work to achieve multilateral
support and bring others up to our standard.
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EXPORT CONTROLS IN OTHER COUNTRIES

You mentioned Germany as a problem, and Germany I think will be
the first to admit that it was a problem. If, however, you were now to
compare Germany’s export regulations to our own, I think you would
see that they are very similar. The Germans, with our help and advice,
developed a very effective series of export controls and are backing
them up with enforcement.

We have been able to work bilaterally with a number of countries
to turn around proliferation projects. There are somewhere between six
and eight missile programs around the world that we have stopped and
where we are actually eliminating missiles.

The most notable example of course is Iraq where, through the
United Nation’s Special Commission on Weapons of Mass Destruction,
we are going into Iraq in the next several weeks to identify, find, and
destroy their remaining missile inventory. They informed us the other
day that Irag had 51 remaining missiles. Those missiles will be
destroyed.

We have been working with a number of East European countries
and have convinced three or four East European countries to destroy
their missile inventories.

We have been working with Argentina on the Condor missile project,
and the Argentine Government has decided to cancel that program and
to destroy the parts of it that have been built. The Condor, as you know,
was part of an international consortium that involved two other
countries.

All in all, I would say that we are having a fair amount of success.
The institutions that we have been working with, the Australia Group,
the MTCR, and the Nuclear Suppliers Club, are becoming more
vigorous. They are becoming more institutionalized, and that is I think,
if I may say modestly, a result of U.S. leadership.

The problems are, as you have demonstrated, very significant, and
they are ever expanding. But for the first time, I think we are able to
stand before this commitiee and say that we have a system of export
controls in the United States that we can be proud of, and that we are
working effectively with our allies, both in the intelligence sphere and
diplomatically, to stop proliferation. We have had some success, and we
hope to have some more.

CONVENTIONAL ARMS SALES

Let me just say in answer to the questions that were raised about
conventional arms sales, although that’s not part of my prepared
statement, that we are obviously concemed about the threats that
conventional arms pose as well, and Iraq is a good example of what can
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happen when there is an overly large, destabilizing buildup in offensive
amms.

Again, I think we can be proud that we did not deliver a single U.S.
weapon to Iraq; that the U.S. forces, the Coalition forces fighting Iraq
did not face American weapons, and, in general, I think it can be said
that the United States has not been the problem in the area of con-
ventional arms transfers.

If you look at the major wars that have been fought in the Middle
East going back into the 1950s, no nation receiving U.S. arms ever
started one of those wars. We have a responsible system of deciding
what arms to export, to whom we export them, and a way to monitor
their status after we export them.

Mr. Chairman, let me stop there and invite your questions and enter
this prepared statement into the record.

[The prepared statement of Mr. Clarke follows:]
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PREPARED STATEMENT OF RICHARD A. CLARKE

Mr. Chairman, thank you for inviting me to testify before
this Committeg. The proliferation of missiles and nuclear,
chemical, and biological weapons is a significant threat to US
national security and to the vital interests of our friends and

allies.

In recent years, five countries have been attacked by
ballistic missiles, three of them this year. The Iraqi “"triple
threat” in the Gulf War -- missiles, chemical and biological
weapons, along with Iraq's nuclear weapons potential -- vividly
underscores the need for effective and urgent international

cooperation to stem proliferation.

In the last year, I believe we have turned the corner and

the tide is now running agaihst missile proliferation.
As I will detail in this statement, we have now:
-- thwarted missile projects in several countries;

-- put in effect the tightest export controls in the world

on missile proliferation-relevant technologies;

-- greatly expanded the number of countries‘pa:ticipating
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in or adhering to international guidelines against missile

related exports;

-~ moved to strengthen and institutionalize the

international missile export control regime;

-- begun the process of placing U.S. sanctions on those

engaged in missile proliferation; and

-- reoriented our SDI program to address the missile

proliferation threat through the GPALS program.
On chemical and biological weapons, we have:

-- implemented a major new initiative to strengthen U.S.

CBW proliferation controls;

-~ and stimulated dramatic increases in CW controls by

other major supplier countries.

In the nuclear area, 26 members of the Nuclear Suppliers
Group met last month to strengthen nuclear export controls. We
hope that a multilateral export control arrangement on dual-use

items will be completed within a year's time.
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Of necessity, we have a multifaceted approach to
non-proliferation. This approach includes vigorous arms
control measures, encouraging regional confidence-building,
export controls, multilateral supplier group efforts, focused

intervention in specific cases, and sanctions.

Let us begin with Iraq. As a result of the Gulf war, Iraq
is subject to extraordinary control measures to divest it of
CBW and missile capabilities and to prevent the resurgence of
such capabilities or development of a nuclear weapons
capability. In accordance with UN Security Council Resolution
687, stringten cease-fire onditions are being imposed on Iraq.
These will include supervised destruction of Iragi nuclear, CBW
and missile capabilities and long-term monitoring of
compliance. The U.S. is deeply involved in the effort to
develop and implement this program. The U.S. actively
participates in the Special Commission charged with overseeing
compliance with the UN resolution. Inter-agency working groups
of the Non-PrbliEeration PCC, which I chair, have been formed
to deal with specific aspects of the issue, and a Special
Commission Backstopping Support Office to 'support UN Special
Commission has been set up in the Politico-Military Bureau of

the Department of State. With sustained international effort,
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we believe these cease-fire conditions will deal effectively

with the Iraqi non-conventional threat.

Iraq is not, however, a typical case. What is possible and

appropriate there is not necessarily applicable elsewhere.

In other, less dramatic ways, our non-proliferation efforts
have progressed well in the months since we last appeared
before this subcommittee. There is, of course, still more to

be done. We are working in all areas to make non-proliferation

Anlimer tenvle Mmdbbaw o3 Lo Lo
rCallY W

the Congress.

imiting Missile Proliferati

Intense U.S. non-proliferation efforts have thwarted
missile projects in several countries. Two special projects
have yielded striking results. The multinational Condpt
missile program has been of concern to the United States for
some years. Our efforts to attack this problem on several
fronts have péid off. Through coordinated use of intelligence
and information-sharing, political demarches to several
governments, vigorous pursuit o: illegal U.S. exports, and

visits to several involved countries, we have made
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grest progress toward assuring that Condor will not be a

proliferation threat in the future.

. We have also been concerned about the presence of §5-23
missiles in Eastern and Central Europe, and are pursuing their
disposition with the countries involved. We are finding that
the political changes in Eastern Europe and unification of
Germany have created a climate of increased candor in which we
are able to obtain information and cooperation from these
governments. I anticipate full success in our efforts to
eliminate the SS-23 problem. But our success appears to go
beyond the S5-23. The former East Germans and at least two
other countries have already indicated a desire to eliminate

thei- missiles.
U.8 issil )

The U.S. has imposed tight export controls on technology
relevant to missile proliferation. An important recent move
was the publication of a regulation to make U.S. citizen
assistance févforeign missile projects subject to license, as
well as knowing export of any item to foreign missile projects
of ptolifération concern. This will give us a strong hand in

thwarting missile proliferation.
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We have also strengthened and institutionalized the
international missile control regime. The Missile Technology
Control Regime (MTCR) has undergone dramatic growth, and the
partners have significantly strengthened its implementation.
Starting with only seven members in 1987, the Regime has more
than doubled to a total of sixteen members, including Spain,
Belgium, Luxembourg, the Netherlands, Denmark, Norway, Austria,
Australia, and New Zealand. We have discussed membership with
various other countries. Several other countries are close to
joining. In addition, Sweden and Finland are in in the process
of implementing export controls consistent with the MTCR
Guidelines. A number of other countries have expressed
interest in adopting the MTCR export guidelines. Overall,

size, cifecti” eness, stature, and influence have all grown.

The partners are working hard to bring into the MTCR the
remaining European Community, NATO, and European Space Agency

countries.

At the most recent MTCR meeting, in Tokyo March 18-20, the
partners madé significant progress toward adopting a revised,
updated Annex of controlled technologies. We plan to add a
number of additional items usable in missile development and
clarify technical parameters for several other items. We
expect to finish this work at 'a technical group meeting in lav

and put the revised annex
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into effect in all member countries by December. They also
agreed to consider other controls the U.S. has imposed and
further harmonization of controls and procedures. These steps
are designed to strengthen the MTCR by making its
implementation more uniform among partners, an objective that

is crucial to the Regime's continued success.

I am pleased to inform you that the United States will host
the next partners' meeting in the fall. This will be a major

event for which we will be planning an active agenda.

GPALS

In his State of thc Union address, President Bush announced
the reorientation of SDI toward Global Protection Against
Limited Strikes, or GPALS. GPALS would be a missile defense
system against accidental, unauthorized, or limited ballistic
missile launches, whatever their source. The system would
provide protection for the United States, for our forces

overseas, and for our friends and Allies.

As the Patriot's performance in the Middle East recently
proved, defenses against ballistic missile attacks -- even if
they are not foolproof -- can play a vital role in conflicts.

Defenses against ballistic missiles would become een more
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important if the number of third world countries with offensive
missiles increases, and as countries increase the range and
improve the accuracy of these missiles. GPALS will lessen the

threat from third world missile proliferators.

1 Proliferation C 1s Initiati

The largest single Administration non-proliferation effort
of the last year has been the development of the Enhanced
Proliferation Controls Initiative (EPCI). This initiative
encompasses new U.S. export controls as well as vigorous
efforts to get foreign countries to apply comparable fontrols.
Well before the Iraqi invasion of Kuwait, the Administration
recognized the need for tightenct 1 proliferation export controls
on items that could contribute éo chemical and biological
weapon or missile proliferation. ﬁefore the invasion, the
Administration had already begun to consider the imposition of
additional controls on Iragq. In November, 1990, the President
issued an Executive Order mandating a licensing requirement for
certain dual-use CBW-related goods and technblogy, and
requiring saﬁétions on countries and companies involved in CBW
proliferation activities. After careful development through
the intei-agency process, new controls.were announced By the
White House on December 13the, and regulations to implement

EPCI were issued on
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March 13 of this year.

The March 13 EPCI regulations provide major new authority
to prevent U.S. goods or services from aiding foreign

proliferation ﬁrojects, wherever they might be.

o We have expanded from 11 to 50 the number of chemical
weapons precursors controlled by the U.S. to all countries
except the 20 Australia Group of nations which cooperate

against CBW proliferation.

o A license is required for the export of certain dual-use

17
CBW-related equipment to designated destinations.

o A license will be required for the export of whole chemical
plants making CW precursors, and designs for such plants,

outside the AusttaliaAGroup.

o EPCI will require a license when the supplier knows or is
informed by the U.S. government that any export is destined for

s CBW or missile project.

o Knowingly providing assistance by U.S. persons to such

projects will also be subject to a license requirement.
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All of these measures respond to real-world problems. They
present an interlocking set of controls, which, working
together, we believe will effectively étedent U.S. assistance
to proliferation activities. 1In developing tﬁese measures, we
consulted closely with U.S. industry. They have been narrowed
and refined where possible, in an effort to minimize the burden

on legitimate trade.

While it is too early to assess the results of EPCI, we
expect it to be a highly useful new tool in our fight against

proliferation.

Multilateral Efforts

We have been vigorously seeking to convince other countries
to adopt controls comparable to EPCI. Several have already
done so. We have pursued EPCI through existing multilateral

mechanisms and in our bilateral dealings.
Australia Group

The_ﬁusttalia'croup, which consists of 20 countrieg_

concerned about proliferation, has been making importanf
strides. Last December's meeting of the Australis Group wax

highly successful. We presented the substance of
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-EPCI at that time and urged the other AG members to adopt

comparable controls.

Spurred on by the immediacy of the Gulf CBW threat, AG
members announced significant expansions of their controls.
Eleven of the 20 members now control exports of all 50 CW
precursors. This is a dramatic change. As recently as 1989,
only two member countries controlled all 50 chemicals. The
remaining members expanded the number of chemicals they control
as well and said they would review adopting controls on all
50. Several AG partners also announced other EPCI-like
controls, including controls on whole plants and CW equipment,
curbs on citizen proliferation activities, and end-user

controls.

In the months since the last Australia Group meeting,
several countries have adopted additional CBW non-proliferation
measures. Germany has put additional curbs on its citizens’
activities and improved enforcement. France, the UK, Austria,
and Switzerland have or are in the process of imposing

additional cohttols.

We look forward to -additional progress at the upcoming
Australia Group meeting next month and are working actively
with our partners to promote agreement -~ further styengthen

CBW
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controls.
The Nuclear Syppliers' Group

Substantial progress is also being made in the nuclear
weapons non-proliferation area. An informal meeting took place
last month in the Netherlands of the twenty-six countries that
have adhered to the Nuclear Supplier Guidelines. These
guidelines are an agreed set of piinciples and conditions that
apply to transfers of nuclear materials, equipment and
technology. This group of countries met to review current
supplier arrangements and the conditions of supply and to
consider some ways and means to strengthen them with a view to

reinforcing the nuclear non-proliferation regime.

The participants at that meeting reconfirmed their strong
commitment to preventing nuclear weapon proliferation, which
represents one of the greatest threats to worldwide security

and stability facing the international community.

The participants at the meeting also recognized the growing
problem posed by the potential use of nuclear-related dual-use
materials, equipment and technology in contributing to
unsafeguarded nuclear programs or to the deVelopment of nuclear

explosive devices. They agreed to establish a working grovs: to

41-636 0 - 92 - 4
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examine all possible arrangements that supplier countries could
use to control nuclear-related dual-use items. This working
group will begin its important work within a month, and we
expect that a multilateral export control arrangement will be

completed within a year's time.

We continue to press for universal adherence to the Nuclear
Non-Proliferation Treaty, and urge supplier states to require

fullscope IAEA safeguards as a condition for nuclear supply.
Other suppliers

There remain supplier cogntries outside the multilateral
groups whose cooperation we need if non-proliferation efforts
are to be fully successful. We have taken several steps to
address this problem. First, we have encouraged some suppliers
to join the multilateral non-proliferation groups. Second, in
other cases, we have held bilateral discussions with the aim of
getting other nations to establish effective non-proliferation
export systems comparable to our own. For example, Députy
Assistant Seéretary Verville went to Eastern Europe last summer
for non-proliferation discussions. This was followed by a
seminar on export controls for the Eastern European countries
held in/London after the meeting of Australia Group members
last December. We will continue to assist in irprroving the
Eastern European countries®' export control systems, and we will

be offering further technical assistance to them.
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We have continued our efforts with China and the Soviet
Union. 1In the May 1990 Washington Joint Statement on
Non-Proliferation, the Soviets agreed to support the objectives
of the MTCR and to work to stop proliferation, particularly in.
regions of tension such as the Middle East. We are discussing
with the Soviets and our partners how to bring the Soviets more
fully into the regime. We have also pressed the Chinese hard
on missile proliferation. They have said they will "take into
account relevant international parameters” on missiles and not
sell intermediate range missiles to the Middle East. We will
expect actions consistent with these statements, and will
continue to urge an explicit Chinese commitment to observe the

MTCR guidelines.

Our U.S.G. interagency interdiction groups for CBW and
missiles have also proven effective. These groups seek to
identify illicit proliferation-related shipments and stop them
through cooperation with foreign governments. We have

succeeded in a number of cases.
Sanctions

U.S. laws and policy provide for the imposition of specific
sanctions in response to certain nuclear weapons proliferation
actions. Sanction; against countries and persens invelved in
certain CBW or missile-related activities have recently been
added to oﬁr arsenal against proliferation. Executive Order

12735 of
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November 16, 1990 provides for imposition of penalties on
foreign countries and foreign persons. The missile sanctions
provisions of the 1990 National Defense Authorization Act
(NDAA) provides similar authority for missiles. We hope the
sanctions provisions will prove aAdeterrent to illicit
activities, inducing restraint both by governments and

companies.

An inter-agency CBW sanctions working group has been
established to evaluate intelligence and identify potentially
sanctionable CBW activity after November 16, 1990, the

effective date of the Executive Order.’

The Missile Trade Analysis Group (MTAG), an interagency
group, was assigned the responsibility of identifying
potentially sanctionable missile activities of U.S. and foreign
firms. Both groups have met and vetted the large amount of
possibly relevant information on sanctionable activities, but
have not completed their analyses. The Administration has not
as yet made any sanctions determinations, in part because the
E.O. and laﬁ‘ére prospective in character, térgeting activities
starting ;n November 1990, and good evidence to confirm such
activities takes some time to develop. We are reviewing

several potential sanctions cases. As you well unéerstand,
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these cases involve sensitive issues -- including intelligence

considerations -- which preclude my going into detail here.

Other Arms Control Efforts

I will mention only in passing that the United States is
making vigorous negotiating efforts in the area of CW and BW,
as part of a longer-term effort to ban CW and maké the
prohibition on BW more effective. We are working to complete
the final details of a protocol to our bilateral CW Destruction
and Non-Production agreement with thé Soviet Union. 1In the
Conference on Disarmament, we are intensifying work on a
comprehensive global ban on CW, which is the best long-term
solution to CW proliferation. The President has made early
conclusion of the global chemical weapons ban a high foreign
policy priority. We are also developing a series of proposals
to ensure that the Biological Weapons Convention Review
Conference in September will result in measures to strengthen

the convention.
COCOM 3 lif .

At the June 1990 High Level meeting of COCOM, all partners

agreed that reductions or changes in COCOM contrcls on advanced
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technology should not in turn allow further the proliferation
of non-conventional weapons or otherwise damage our security.
Each partner nation agreed that national controls --.consistent
with multilateral proliferation arrangements -- would be
applied to goods and technologies released from COCOM control,

but still of proliferation concern.
Looking to the Future

We have made significant strides in our non-proliferation
policy and have an activeAagenda to build on them. I would

highlight the following plans:

Ve will continue to negotiate a_chemical weapons
convention as one facet of the solution to the problem of

chemical weapons proliferation.

Strengthening existing ﬁon-proliferation mechanisms must be
a primary focus. We are pressing for greater uniformity and
harmonization of controls. This could extend to licensing
procedures,'rbntrol lists, enforcement procedures, and the
like. We are urging all Australia Group members to adopt
controls comparable to those the U.S. now has in EPCI, such as
licensing for all 50 CW precursors and CBW dual-use equipment.

We are also expanding Australia Group activities
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including creation of working groups and more frequent meetings.

We need to bring along other major suppliers, whether
inside or outside the non-proliferation groups. This includes
major countries in the South such as Brazil, Argentina, and
India. We have made progress, but there is much to be done.

We will continue our efforts to this end.

Structural Changes

Propoceales £or n
mechanisms are, excuse the expression,.ptoliferating. Several
of our Allies have advanced skeletal ideas along these lines.
We expcct to liscuss these when the concepts have been better
fleshed out. We will be pleased to consider any idea with real
promise of improving non-proliferation performance.

. \

In theory, a new mechanism connecting the separate,

nuclear, CBW, and missile non-proliferation groups could

facilitate easier international coordination cutting across
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these different areas.

The existing organizations work, and their performance is
steadily improving. They contain different members because
there are varying suppliers of diffetent items. The several
regimes target different projects or countries of concern for
different purposes, and their methods are tailored to their
particular subject matter. We do not need another bureaucratic

layer without compelling justification.

Likewise, you can expect us to be very cautious about
diluting the effectiveness of COCOM by proposing the addition
of proliferation issues to its responsibilities. On the one
hand, COCOM has in the past supported our proliferation
objectives by working to strenéthen Western export control
systems and, when necessary, agreeing to place on its control
lists certain items of proliferation concern. On the other,
encouraging countries -- in many cases friendly, non-aligned
countries -- not to develop weapons of mass destruction is a
somewhat different task than controlling the sale of strategic
goods and technology to countries posing a potential military
threat to_members of COCOM. Proliferation issues often require
the cboﬁeration of COCOM-proscribed destinations (e.g. the

Soviet Union), utilize scientific and technical cooperation in
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addition to export controls, and often involve lower levels of
technoiogy available from countries outside of COCOM. We must
be careful that any proposed changes in existing regimes
complement rather than detract from our overall policy

objectives.

Other proposals have focused on improving U.S. procedures
for handling proliferation-related export controls. Several
things have recently been done. In December 1990, the
President directed new procedures to avoid needless delay and
inadeguate consideration of all facets of a proposed export.
The new guidance provides for explicit.timetables for review of
export applications at the sub-Cabinet and Cabinet levels. The
establishment of the Center for Defense Trade at the State
Department has streamlined the handling of cases subject to
statelDepartment administered licensing of defense goods and

services.

Mr. Chairman, in conclusion I would like to say that we
have worked hard éo make our non-proliferation policy a
success. wé'have made considerable headway in what is an
inherently difficult area. There are frequently competing and
legitimate interests at play -- national security, foreign
policy, and export promotion, to name three. The result is a
balancing act. The Gulf War has given a rveal stimulus te env
non-proliferation effotts‘nationally and internationally. We

intend to capitalize on it fully.
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Senator BINGAMAN. I'll start and just ask a few questions, if I could.
DEBATE ON EXPORT LICENSES TO IRAQ

Your statement that we have not been the problem, and particularly
with reference to Iraq, somewhat contradicts recent news stories that
would indicate that we have been at least part of the problem.

Now, maybe you have an explanation for that, but the information
that came out a week or two ago was that, in the period from 1985 to
1990, we approved 771 export licenses to Iraq, and they included such
things as advanced data transmission devices, spare parts for their
helicopters, and a variety of things that clearly to my mind would have
had some beneficial effect on Iraq’s ability to wage war and to repress
their own people, which we have seen a lot of in recent weeks.

Is it your statement that you don’t believe any of the $1.5 billion that
we transferred to Iraq during that period, or approved the transfer of to
Iraq, had a military significance to it?

Mr. CLARKE. No, Mr. Chairman. What I said was the United States
did not deliver a single weapon to Iraq, and that the problem that Iraq
posed was one of an overly large, destabilizing offensive capability—
7,200 tanks in a country the size of New York.

Senator BINGAMAN. We contributed to their military capability.
Whether we gave them tanks or not, there is no question that our $1.5
billion did contain items that helped them to arm themselves for
conflict. Wouldn’t you have to concede that?

Mr. CLARKE. Senator, we certainly sold, as did most nations in the
world, commercial goods to Iraq. However, I would like to stress that
in all of this discussion about the United States having contributed to
Iraq, it is overlooked that we did not send a single weapon to Iraq,
despite the fact that we were asked to time and time again. People talk
about how we tilted toward Iraq. Never, even during the period that
people characterize as the tilt toward Iraq, did we license a single
weapon. Many countries came to us and asked for permission to sell to
Iraq U.S. weapons that they had bought or that they had made under
U.S. license, and we denied every single one of them. Not a single
weapon went.

Now, what you point to is dual-use commercial goods. Yes, dual-use
commercial goods went to Iraq. The helicopter spares you refer to are
spares for commercial helicopters. We never sold a military helicopter
to Iraq.

My statement, and I think it’s important to stress it, is U.S. and
Coalition forces fighting in the Desert Storm war did not face a single
U.S. weapon. We faced weapons from France, Brazil, South Africa, the
Soviet Union, and China, but we did not face a single weapon from the
United States. I think that’s something about which we can be proud.
We did have a responsible arms transfer program.
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SALES OF TECHNOLOGY

Senator BINGAMAN. Well, let me just read you a paragraph and see if
you dispute it here. It says: "In all"—and this is just from the Washing-
ton Post a couple of weeks ago—"the U.S. Government approved 771
sales of technology to Iraq.” That’s in this period up through 1990. The
sales included advanced computers, radio equipment, graphics terminals
that could be used to design rockets and analyze their flights, machine
tools, computer mapping systems, imaging devices for reading satellite
pictures, and helicopters worth $25 million were bought for crop
dusting. U.S. intelligence sources told the Los Angeles Times that some
of the helicopters were used to spray poison gas on Kurdish civilians in
1988. The Federal Government also authorized the sale of 16 helicopters
worth $39 million to the Iragi Air Force for search and rescue opera-
tions.

Do you dispuie any of ihai, or you're conceding ihai, bui saying inai
none of those were strictly military items, and therefore we were
showing the proper restraint?

Mr. CLARKE. My point, Senator, is that if Iraq had only the United
States as a source of supply, it would not have been a threat to anyone,
and it would not have had the military wherewithal to invade any
country. The contribution that the United States made to Iraq’s military
was through the sale of commercial goods and through the sale of thmgs
licensed by the Commerce Department.

What you refer to, those 771 cases, are all licenses of commermal
goods sold under the Export Administration Act licensed by the
Commerce Department. This administration has not approved a single
case of defense goods and services to Iraq.

Senator BINGAMAN. You don’t think our Defense Department had any
objection to any of those items going to Iraq or would in retrospect have
been concemned?

Mr. CLARKE. In retrospect, Mr. Chairman, I think the regulations that
we have put into effect in the last year would have prevented many of
the dual-use items that you have mentioned from going to Iraq. The
Enhanced Proliferation Control Initiative provides us new export
regulations that would allow the administration to stop some of those
items.

But my point is not that some dual-use items did or did not go to
Irag. They did. My point is they were not the source of the Iragi
military capability. They .were not the source of the destabilizing
military threat that Iraq posed to the Persian Gulf. The United States did
not contribute 1 percent of the source of supply of Iraq’s military
capability; not a single fighter plane; not a single tank; and not a single
missile was sold to Iraq. Again, to repeat myself, if the United States
were the only source of supply Iraq had, it could not have invaded——
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Senator BINGAMAN. I'll certainly agree to that. If we had been the
only source, they could not have had the military capability they had,
but I do think it’s clear that we were part of the problem, not part of the
solution.

SANCTIONS

Let me also just ask about your statement that we have consistently
pursued a restriction of these weapons. After Saddam Hussein used
chemical weapons against the Kurds in 1988, my information is that the
administration opposed any legislation to impose sanctions on Iraq for
that and refused to restrict sensitive exports to Iraq even after the threats
that were made against Israel in 1990.

Now am I confused or am I getting bad information on that?

Mr. CLARKE. I would like to begin by answering about sanctions, Mr.
Chairman. The administration opposed automatic unilateral sanctions
that would not give the administration a chance to work first to get
sanctions adopted multilaterally, and that would not give the President
some flexibility in his constitutional role of executing foreign policy.

We were opposed then and we are opposed now, and I think any
administration, Democratic or Republican, would be opposed to
automatic unilateral sanctions that tie the hands of the President and
don’t allow him the flexibility that he needs in carrying out his
constitutional task of implementing foreign policy.

With regard to the controls we had on Iraq and after their use of
chemical weapons against the Kurds in 1988 at Halabja, we had I think
the toughest controls of any nation in the world on exports to Iraq.
Through the defense licensing procedures for defense goods and
services, we had a policy not to sell defense goods and services to Iraq
that goes back to 1963.

Senator BINGAMAN. But I'm talking about an effective ban. I'm not
talking about some statute.

Mr. CLARKE. Well, I think that was pretty effective, Mr. Chairman.
Not a single thing went under that category. In the area of missiles, we
had already put into effect a total ban on the sale of any missile-related
technology, including dual-use technology, to Iraq long before 1988. We
had a total ban on any missile-related technology going to Iraq. We had
no trade in any chemical weapon precursor going to Irag. We had no
trade in any biological weapon precursor going to Iraq. We had no trade
in any nuclear-related sensitive material going to Iraq all before the
event that you talked about in 1988. So I think we had a very, very
tough export control policy toward Iraq prior to 1988. I think it was the
toughest in the world.

Senator BINGAMAN. Well, the fact that our allies may have done
worse, doesn’t necessarily give us a sterling record.
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CHINESE PROLIFERATION

Let me just ask about one other item, and then I'll defer to Congress-
man Armey for his questions and then go to the next witnesses. But you
also in your statement talk about how hard we have pressed the Chinese
on missile proliferation with positive results, and they have said they
will follow a prudent and responsible attitude. There has been a lot in
the press very recently about China’s recent dealings with Pakistan on
these M~-11 ballistic missiles. How does that activity by China square
with a statement that they will follow a prudent and responsible attitude?

Mr. CLARKE. The Chinese have taken the position with us that they
will adhere to the international guidelines on missile technology controls
and exports. There is only one set of such guidelines. So, we infer that
they mean the MTCR guidelines. We have had an ongoing dialogue
with them for 2 years now.

Ag vou know, there have heen geveral renorts over the course of the
last 2 or 3 years of the Chinese preparing to sell the M-9 missile to
Libya, Syria, Iraq, and Iran. None of those sales have ever come into
being, though they were perhaps being discussed.

The report you cite is a recent report that is in the press as a result
of a leak of sensitive intelligence material. So I don’t want to comment
in any detail on the specific case. But, let me say that we have concemns
about the Chinese performance on proliferation across the board. We
have concems about their performance on the export of precursor
chemicals, we have concems about their performance on the export of
nuclear technologies, and we have concems about their statement to us
that they are living up to the intermational guidelines on missile
proliferation.

We are discussing all of these issues with them. As yet, I think it’s
accurate to say that we have not seen clear-cut evidence on a full-scale
delivery of a missile contract that would violate the missile guidelines
in terms of the range of the missile. The MTCR regulates missiles that
have a range of over 300 kilometers carrying a payload of more than
500 kilograms, and there is some doubt as to which Chinese missiles
fall into that category and which do not.

Let me just say that there is yet to be a case that we have been able
to document successfully of a completed full-up sale of such a missile.
We are investigating all of the reports that we get, and we are having
a dialogue with them. We are not totally satisfied with their perfor-
mance. On the other hand, much of what people said they were going
to do, they have not.

COMPLIANCE WITH MTCR

Senator BINGAMAN. Well, let me just ask on a specific. You indicate
that they have indicated they are going to comply with the Missile
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Technology Control Regime, and yet there is this article in the Christian
Science Monitor dated March 29. Foreign Minister Kian Keech, and I .
don’t know if that is the correct pronunciation, noted at a press
conference Wednesday that China had not signed the Missile Techno-
logy Control Regime and did not attend a recent meeting in Tokyo of
15 signatories to the agreement. "Those countries that did not attend the
meeting should not be called upon to assume corresponding obligations
to an agreement reached among some other countries,” Mr. Keech said.

Now that doesn’t sound like total commitment to participate fully in
the spirit and letter of the MTCR. How do you square that statement by
their Foreign Minister with your understanding that they are intending
to comply?

Mr. CLARKE. This is a consistent pattern with the Chinese with regard
to the MTCR. They have taken the position that they were not original
parties to the creation of the organization, and that they would not join
any organization of which they were not original parties and didn’t have
a say in drawing up the original guidelines.

So what the Foreign Minister said is absolutely true. They are not a
member, and they don’t go to the meetings. They also say to us
privately that they also intend to observe or take into account the
relevant international guidelines.

Senator BINGAMAN. Foreign Minister Keech says: "Those countries
that did not attend should not be called upon to assume corresponding
obligations." Now presumably that means whatever people who are a
party to the MTCR agree to, we’re not obligated to assume those.

Mr. CLARKE. That’s right. They have consistently taken the position
publicly that they have no obligation.

Senator BINGAMAN. Oh, I see. So you’re saying that this is a ringing
endorsement of it, but it’s just that they are stopping short of saying
they have to be complying, but they are still saying they are complying.

Mr. CLARKE. Mr. Chairman, what they are saying is they have no
obligation, and they are publicly touting their sovereignty and privately
giving us assurances.

Now, as I said, we have problems with their performance. We
constantly question them about whether or not they are living up to
what they tell us privately they are living up to.

NO EVIDENCE OF NONCOMPLIANCE

Senator BINGAMAN. But you’re advising us that your best information
is they are in fact living up to the MTCR?

Mr. Clarke. I cannot point to a missile sale, a sale of a completed
full-up missile system, that has been transferred in violation of the
MTCR. We have questions about some of their missiles, and we have
questions about whether in some cases they may be beginning to do that
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transfer. But there is no missile force fielded in the world that the
Chinese provided in the past.

There is no missile force fielded operational anywhere in the world
since that time that is of Chinese origin that would violate the guide-
lines. Our interpretation of the guidelines, of course, goes beyond simply
providing completed end items, full-up missiles.

The guidelines, as we construe them, also take into account dual-use
technologies. It takes into account production capabilities and a variety
of other things other than full-up completed missile systems. That’s one
of the things we’re having a continuing dialogue with the Chinese on.
We are not satisfied with Chinese performance, and we are actively
having a dialogue with them.

But in answer to your question, I think we can say that as yet there
is no missile force out there in the world that the Chinese have
transferred since they told us they would observe the guidelines, and we
would like to keep it that way.

Senator BmGaMaN. Congressman Ammey, did you have some
questions of Mr. Clarke?

Representative Armey. Thank you, Mr. Chairman.

"TRADE WITH IRAQ

Mr. Clarke, you say, and I believe you are correct in saying, that we
did not directly provide any weaponry to Saddam Hussein. I would
suggest that it was probably painfully obvious to people who pay
attention to these sorts of things that this was a Nation that was making
an irregular expenditure on arming itself, and I'm sure this probably was
clearly obvious to people who looked at that and thought that we ought
to try to somehow restrain against that.

_ There is an old adage that I remember picking up in one of my

economic development courses that you cannot subsidize one part of the
budget without subsidizing all of the budget, and let me suggest that
there is a tremendous amount of confusion here that I see.

We have an agreed upon principle that we ought to find some way
to restrain the ability of a potentially dangerous nation to build up its
arms and to acquire strategic materials in that process. The Defense
Department clearly has a very important concern, and the State
Department has that concem as well as other current concems with
respect to diplomacy in trade, et cetera. The Commerce Department has
its concem.

And that brings me then to the Agriculture Department, and I want
10 just toy with this idea for a moment, because I had an interesting
experience related to Iraq in July of last year before we all found out
what a villainous outfit they were.

We had a little old amendment in the Farm bill that was passed that
would disallow Iraq from participating in, I think the program is called,
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the Export Enhancement Loan Program? Is that correct? I can go back
and look, but you know the nature of the program is for us to under-
write loans at preferential rates to countries that export our wheat. We
passed this on the floor because we successfully convinced everybody
this was a villainous outfit, and we ought not to be underwriting their
ability to feed themselves. Now if they are spending $30 billion a year
on arms, you can clearly see that there is no need for us, if we want to
reduce their expenditure on arms, to make it easy for them to be $3
billion in hock for our wheat. I mean we have subsidized their ability
to acquire arms from Russia or wherever if they are not having to put
cash on the barrel head for the wheat.

Now it was argued at that time that Iraq is a good trading partner and
they always paid cash and carry. Once we discovered they were
villainous and wanted the world to know they were villains, we released
the fact they were $3 billion in hock to this program and would most
likely not pay it.

Now it was interesting to me to see a variation by one of the farm
State members of the old Hicksian compensation principle that if, in
fact, a Secretary could judge that the exporters of wheat were harmed
more than the importer that we were trying to constrain was harmed,
that in his judgment he could then set aside this principle—this
fascinating little thing—and I'm sure Sir John Hicks would be very
proud of the political use of such a profound principle that he developed
in economic theory showing the point that even the best of ideas can be
corrupted by people in public office, and then we negated the passage
of that.

But my point is, if, in fact, we take a nation that has the potential to
tum out as Saddam Hussein and Iraq did, and we show all this restraint
on our willingness to provide these technical goods and this military
hardware leaving them an avenue of escape to acquire the same things
from other nations, and then we turn around and subsidize the other side
of the budget, we are in fact making it possible for them to acquire
these materials.

Is there something wrong with my thinking here?

Mr. Clarke. Congressman, my expertise doesn’t extend to agricultural
subsidies, but I think you're absolutely right to say that the United
States was trading in a variety of ways with Iraq. There are only a
handful of countries in this world with whom we do not trade at all,
where we have a total embargo, countries like North Korea, Libya,
Cuba, and Vietnam.

Iraq was not one of those countries, and to the extent that we were
trading in agriculture, to the extent that we were trading in dual-use
goods, no doubt it made some indirect contribution to his capability.

But I would like to come back to the fact that for many, many years
long before public and congressional attention focused on Iraq, we had
no trade in weapons sales to the Iraqi military; no trade in nuclear-
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related and missile-related technology; no trade in chemical dual-use
precursors; and no trade in biological agents going to Iraq. Put it all
together and that was pretty good.

Given the new controls in the Enhanced Proliferation Control
Initiative, we are now in the position to deny the Iraqis of the future
even more, and I think that is about as good as we can do. We have in
this package controls that enables us to stop anything going that is at all
related to weapons. It doesn’t stop agricultural sales. If there is an Iraq
of the future out there now that we are continuing to do agricultural
sales with, I'm afraid I don’t know enough to comment on that.

NEED FOR COORDINATION

Representative ARMEY. It seems to me we are going to have to get,
whether it be among the committees in Congress or among the agencies
of the Government, some coordination of effort. To me it does not make
sense if we identify the nation as a potential outlaw nation, then say that
we are saying that we’re going to try to diminish their ability to acquire
arms, and see them spending $30 billion a year in arms; then turn
around and say well, this poor old nation needs our subsidy to buy food.
If you can afford to buy the arms, you can afford to buy the food cash
and carry.

They were buying the amms cash and carry, I have no doubt about
that, and it just seems to me this is an area we’re going to have to look
at.

ARMS CONTROL AND DISARMAMENT AGENCY

I am curious, if I may ask one more question, curious if you could
tell me something about the Arms Control and Disarmament Agency.
My understanding is that this is an agency that’s fairly independent, that
has a reputation for being the least political agency that we have
concemed with these matters, and at the same time perhaps an agency
with the most complete and comprehensive database, and that it tends
sometimes to get left out of the loop in making these kinds of decisions.

Now, you know, I'm an old public choice economist by trade, and
I happen to believe that all decisions will always be made if you have
a more complete and more accurately and honestly considered database.
I'm concemed that even the suggestion that there is an agency with the
best database, that is most objective in its analysis of its database and
is least political, and that there tends to be a pattern of leaving it out of
the loop when decisions are made.

I wonder if you could tell me something about whether or not that
is real and, if so, why would we want to deny ourselves the best
information possible?
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Mr. CLARKE. Well, Congressman, if I can go back to my chart of the
interagency system. You see, at the highest level, the Policy Coordina-
tion Committee—the Arms Control and Disarmament Agency
(ACDA)—has an Assistant Secretary that sits on that PCC. They have
a Deputy Assistant Secretary on each of the three subcommittees. They
have people sitting on each of the working groups undemeath it. Every
license for a significant weapons sale that the State Department issues
is referred to an office in the Arms Control and Disarmament Agency.

‘Hardly, a meeting in this government is held on any of these subjects
without ACDA being present. The fact that they are physically in the
State Department and can walk from my office to ACDA in about 2%
minutes guarantees that sort of coordination. ,

They do have good databases, and so do we. We are cooperating on
all of these issues. There is no one here today testifying from ACDA,
but they cleared my testimony, and I'm sure if the member of this
committee, the Assistant Secretary level officer from ACDA who
participates in all of these issues were here, he would take no exception
to anything that I or my colleagues from Commerce or Defense say.
They are thoroughly integrated into the operation.

Representative ARMEY. So, I should not suspect that maybe you have
a good healthy turf battle going between State and Defense and that
you’ve both said, ACDA, keep you nose out of it?

Mr. CLARKE. Absolutely not. I think you’ll find that the Defense
Department and ACDA have a commonality of views on most of these
issues. Certainly we and ACDA do. They are a body of civil servants
and foreign service officers and some military officers on loan that
provide a significant amount of expertise in all of these areas, but most
notably, I would say, in the area of nuclear and chemical proliferation.

Representative ARMEY. Thank you.

Thank you, Mr. Chairman.

* Senator BINGAMAN. Why don’t we go ahead at this point with the
other two statements, and then we’ll have some questions for the whole
panel.

Mr. LeMunyon, why don’t you go ahead and take 10 or 15 minutes,
whatever you need, to summarize your prepared statement, and then Mr.
Sokolski, and then we’ll ask a few additional questions.

STATEMENT OF JAMES M. LeMUNYON, DEPUTY ASSISTANT
SECRETARY FOR EXPORT ADMINISTRATION, BUREAU OF
EXPORT ADMINISTRATION, DEPARTMENT OF COMMERCE

Mr. LeMuNYON. Mr. Chairman, I'll try to keep my remarks shorter
than 10 or 15 minutes in the interest of getting to your questions.

I have a prepared statement that I would ask be included in the
record, and I will just make a few summary comments.
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DUAL-USE ITEMS

As has already been indicated this moming, the Commerce Depart-
ment is responsible for the licensing of exports of dual-use items—those
items which are predominantly commercial in nature, but which can also
have military applications.

Those items which are clearly military in nature are licensed, of
course, by the Department of State. So in the course of my remarks and
in response to your questions, I will be talking about those items that
are dual use in nature.

Mr. Chairman, our system of export controls exists as a reflection of
the security threat that faces the United States and our allies. During the
past 2 years, this threat has changed in a very significant way, both in
terms of concems related to the Soviet military as well as the prolifera-
tion of missiles, chemical and biological weapons and nuclear weapons
in the Middle East, and oiher regions.

As a result, U.S. and international export controls are undergoing a
fundamental transformation from a regulatory regime reflecting cold war
era concerns to a regime that addresses the security concems of the
1990s.

¢ EXPORT CONTROL REGIMES

At the present time, the United States and key allies are in the
process of simultaneously creating or renegotiating five separate export
control regimes. The United States has approached each one of these
regimes from a framework of four elements that are essential to a
system of effective international export controls. :

First, participation by all major supplier countries; second, establish-
ment of a list of items commonly controlled by all participating
countries; third, the use of a common set of destinations to which those
items are controlled; and fourth, the adoption of common standards of
national administration and enforcement of export controls.

Assistant Secretary Clarke has already discussed the new Enhanced
Proliferation Control Initiative, so I won’t go into further detail at this
point on the elements of EPCL

I will mention that the United States has already presented EPCI to
our Australia Group partners at its last meeting in December, and we
expect EPCI to be a major agenda item at the next meeting in May.

In addition, Mr. Chairman, you have already mentioned this moming
the Tokyo meeting of the Missile Technology Regime. A major action
item from that meeting was agreement to revise and add items to seven
categories of the Missile Technology Control Annex, in particular items
in the dual-use category, and we will be continuing negotiations at a
technical level next month on further revisions to the Annex to be
ratified later this year.
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In addition to those two regimes, in the area of supercomputers, we
have been negotiating over the past 2 or 3 months and are very close to
the establishment of a new system of intemational controls on super-
computers that we expect will include some of the emerging supplier
countries.

In the nuclear area earlier this year, 26 countries agreed to begin
technical work on a list of dual-use items that would be controlled to
prevent the proliferation of nuclear weapons as a basis for these
discussions. The United States has already presented a list of more than
60 dual-use items that have been controlled by the Department of
Commerce dating back to the 1970s. We welcome this opportunity for
our allies to join the United States in participating in that system of
controls.

Finally, after almost 1% years of reevaluation and negotiation, the
United States and our CoCom allies expect to agree next month to a
major revision in the system of East-West controls and implementation
of a new CoCom ‘Core List.

In addition to negotiations in each one of these regimes, the United
States continues to actively work on a bilateral basis with specific
countries. We recently announced in Commerce Department regulations,
changes in our control policy on exports to Ireland in reflection of the
control system that they have established, although Ireland is not a
CoCom member.

We expect to take additional steps in the near future with other
traditionally neutral countries. We expect to take steps in the very near
future indicating changes in our export policy to Poland, Hungary, and
Czechoslovakia as a response to and reflection of the control regimes
that those countries have established in recent months in close coopera-
tion with the United States.

Mr. Chairman, I make these points cognizant of the suggestion in
your opening statement that our export control process is in disarray,
and I would respectfully disagree.

.1 think that over the past year or year and a half we have engaged in
carefully considered fundamental retransformation of our controls, not

only here in the United States, but as Assistant Secretary Clarke has

mentioned, the United States is leading this effort among our allies.

I can understand that perhaps from the outside looking in the fact
that these changes are happening rapidly, are very complex, and are
occurring in parallel could lead someone to conclude that our system is
in disarray. But I think that quite the opposite is true and that by the end
of this year, we expect to have established new regimes or renegotiated
the existing regimes to reflect the security concems that exist for the
1990s.

I would be happy to go into greater detail in each one of these areas
in responding to your questions.

Thank you.
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Senator BINGAMAN. Thank you.
[The prepared statement of Mr. LeMunyon follows:]
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PREPARED STATEMENT OF JAMES M. LOMUNYON
Introduction

Mr. Chairman, thank you for this opportunity to appear before the
Joint Economic Committee to discuss-various-aspects of U.S.
policy on export controls. In response to your letter of
invitation, I will discuss current and proposed export control
measures which are part of the Administration's Enhanced
Proliferation Control Initiative as well as on-going efforts to

achieve multilateral consensus on U.S. non-proliferation export
controls.

The Commerce Department is responsible for the licensing of
exports of dual-use items--those items which are predominantly
commercial in nature, but which can also have military
applications. Those items that are clearly military in nature
are licensed by the State Department. During the course of my
remarks, I will be discussing only dual-use items under the
purview of the Commerce Department.

Before I begin my discussion, I cannot overlook the statement in
your letter of invitation suggesting there is "disarray in the
export licensing process." I respectfully disagree. During the
past year, the United States has been leading our allies in a
carefully considered, fundamental transformation of the structure
of U.S. and international export controls. This includes
simultaneously establishing or renegotiating five separate export
control regimes which address (1) East-West trade (COCOM), (2)
chemical-biological weapon proliferation, (3) missile

proliferation, (4) nuclear-proliferation, and (5) supercomputer
exports.

I can understand that from the vantage point of Congress or the
public, the rapid and complex changes that are taking place in
parallel in these five areas might lead some to conclude there is
"disarray."” In fact, by the end of 1991 the U.S. expects that
new or substantially strengthened international export control
regimes will be in place in each of these areas that properly
address the security concerns of the 1990s while minimizing the
impact on legitimate commercial transactions.

The United States has approached each one of these regimes from a
framework of four elements which are essential to a system of
effective international export controls: (1) participation by all
major supplier countries; (2) establishment of a list of items
commonly controlled by all participating countries, (3) use of a
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common set of destinations to which those items are controlled,

and (4) adoption of common standards of national administration
and enforcement of export controls.

The following comments provide a brief summary of U.S. and
international action in the four export control regimes that are
designated to address proliferation concerns.

E ce oliferation Contro itiative

In early 1990, the Administration undertook- the development of a
series of major initiatives to strengthen export controls to
prevent U.S. sales from assisting certain missile projects as

well as chemical and biological weapons Programs worldwide and to

Initiative (EPCI), and was formally announced by the
Administration in December 1990. The most essential elements of

EPCI became legally effective in the United States on March 13,
1991.

In an effort to halt the spread of chemical and biological
weapons, the United States works closely with the Australia Group
(AG), an informal 20-member organization that impedes cBW
proliferation by controlling CBW-related exports.

Under EPCI, the United States requires an individual validated
license for the export of 50 chemical precursors identified by
the Australia Group as having chemical warfare applications.
This requirement applies for exports to all destinations except
members of the Australia Group. Prior to March 13, 1991, 11 of
the 50 chemicals were controlled worldwide.

In addition to chemical precursors, the United States requires an
individual validated export license for exports to 28 countries
and destinations for dual-use equipment and technical data
identified as potentially useful in the development of chemical
or biological weapons. Prior to this control, the United States
had no requlatory basis for reviewing sales of commercial
equipment that could potentially be used in chemical or
biological weapons manufacturing activities. Now, there is
regulatory authority to deny such export license applications,
when appropriate.

In addition, Commerce will require an export license when an
exporter knows or is informed by Commerce that an export is
destined for missile or CBW activities. Under this provision,
the U.S. will have the authority to stop any export, even items

not found on a control list, which are destined for such
activities.
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U.S. citizens who knowingly participate in such CBW or missile
activities will also require a Commerce license. Previously,
these types of activities were not subject to Commerce controls.
This new provision is intended to prevent any U.S. person from
-contributing to the proliferation of chemical, or biological
weapons or to the development of missile systems.

In addition, participation by U.S. persons in development of
chemical plants that manufacture any of the 50 controlled
chemical precursors will also require an export license if
constructed in a country outside of the AG. This new requirement
will enable the United States to track the construction of new
chemical plants to ensure that their purposes are benign.

The latter three elements were published in the Federal Register
on March 13, 1991 in proposed form. Public comments were sought
on all aspects of the EPCI controls. The public response to
these requlations focuses primarily on the need to obtain
multilateral adoption of EPCI. After consideration of the public
comments, the proposed aspects of EPCI will take legal effect.

Since the announcement of EPCI, the U.S. Government has sought
the adoption of comparable ‘controls by other countries. At the
December 1990 Australia Group and March 1991 Missile Technology
Control Regime (MTCR) meeting, the United States outlined the
provisions of the EPCI regulations and urged their adoption by AG
and MTCR member countries. The U.S. will continue to pursue
multilateral adoption at subsequent meetings. The next
opportunity is the May 1991 meeting of the AG.

issile o

The MTCR, which was established in 1987 by the United States and
six other countries, is dedicated to halting missile
proliferation by controlling exports of weapons delivery systems
and related equipment and technology through a common control
list called the MTCR Annex. Since its inception, the MTCR has
expanded to 16 countries.

Currently, the MTCR partners are reviewing. the missile technology
and equipment control list to ensure that it is up-to-date.
During the March 1991 meeting, the partners agreed to revisions
in seven Annex categories, based upon review which commenced last
year at the urging of the United States. Next month, technical
experts will again convene and discuss the remainder of the
Annex. Revisions agreed to at both sessions will be implemented
later this year. This will result in greater clarity and
coverage of the list, thereby ensuring that all key items are
multilaterally controlled. .
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In an effort to create greater uniformity in national licensing
decisions among regime partners, the United States has circulated

to MTCR partners lists of missile projects to which U.s. exports
are generally denied.

Nuclear FExport Controls

In February 1991, 26 countries agreed to establish a working
group to develop a control list for dual-use nuclear-related
items. A technical working group is scheduled to meet in May
1991. The United States will use as a basis for the negotiations
the list of 62 commercial product categories of items with

nuclear applications that Commerce has controlled unilaterally
since the late 1970s.

Suge;gomggtegs

In addition to these three non-proliferation regimes, the United
States is actively pursuing negotiations to improve export
controls on supercomputers and obtain the participation of all
supplier countries in a control regime. Supercomputers have
applications in not only nuclear weapons and missile prograns,
but remain of concern for the traditional COCOM reasons related
to Soviet military capability. The President has set June 1 as
the deadline for establishing such a regine.

Conclusion

Controls on exports continue to be necessary as a reflection of
security threats. Dramatic changes during the past 18 months in
East-West relations, in the Persian Gulf, and in other regions
warrant a fundamental restructuring of U.S. and international
export control regimes. The United States continues to lead the
effort to reshape export controls which was started in early 1990
and is expected to be completed later in 1991. Special attention
is being given to stemming the proliferation of missiles as well

as chemical, biological, and nuclear weapons because they pose
increasing security threats.

This concludes ny prepared remarks. Thank you for the
opportunity to testify.
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Senator BINGAMAN. Mr. Sokolski, please proceed.

STATEMENT OF HENRY SOKOLSKI, DEPUTY ASSISTANT
SECRETARY FOR NONPROLIFERATION POLICY,
DEPARTMENT OF DEFENSE

Mr. SokoLskI. I'll try to keep my comments brief. I think I prepared
too much testimony. What I would like to do is try to at least answer
one or two of the questions posed by your staff and the subcommittee,
including how we think about dual-use technology and trends with
regard to technology proliferation. I'll go very briefly over that, and
what priority and approach DoD takes with regard to these trends.

If there is time, I would like to briefly discuss what could be
described as a success—and in what sense it was a success—in regard
to Condor. The Defense Department, and, I think, the administration,
and the U.S. Government can be proud of what was done there and is
still being done.

PROLIFERATION TECHNOLOGIES

First, some comments on technologies of proliferation concem. A
headline here would read, we first need to establish what is a technology
of proliferation concem—it’s becoming increasingly ambiguous—and
we need to understand this as we look to the future, which I think is the

. key focus of what the administration is working on.

Where nonproliferation once focused almost exclusively on control-
ling the spread of specially designed nuclear equipment and materials,
and I’'m speaking here of the 1950s, 1960s, and 1970s; it now encom-
passes both munitions and dual-use controls, not just in relation to
nuclear technology, but also to chemical, biological, and missile- related
technologies.

In addition to transfers of major components of nuclear, chemical,
biological, and missile-related systems, we are also controlling the
technological know-how in dual-use items that might help produce such
systems or components, which Assistant Secretary Clarke referred to in
his explanation of the MTCR.

DUAL-USE TECHNOLOGY

This last point concerning dual-use technology, I think bears some
reflection, particularly as we look forward to the decade ahead. Whereas
30 or 40 years ago our nation’s most advanced technologies—nuclear
energy, missile and satellite technology, computers, communications and
navigation systems—were principally developed by the U.S. military or
governmental sectors. Today nearly the reverse is the case.
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The best computers, some of the most innovative space-launched
systems, nuclear innovations, communication, and navigational satellite
systems now come from private industry and are sold primarily to
civilian customers. Although our govemment and military buy these
goods, they are no longer the largest or most significant purchasers.

The benefits of this transformation I think are obvious. Defense
investments and government investments made some time ago are now
enriching our entire peacetime economy. Our long-distance phone bills
are cheaper, our electrical power supply base no longer needs to depend
upon fossil fuels entirely, our planes and ships fly more safely and are
more certain of their course, and affordable powerful computers have
helped us in every aspect of life.

However, as we trade.in these technologies and broaden their
beneficial applications, there will be an unavoidable downside that we
need to be alert to. These technologies, after all, were originally devised
1¢ secure Sur military superpower siaius and couid be used by others for
similar purposes in the future. Clearly, those who would wish us or our
friends harm could use these technologies in the future against us.

DoD POLICIES AND GOALS

In the testimony, I refer to a couple of examples, and I will not
burden the subcommittee with going over those now. I would like to
move to the more general point about the priority DoD now is placing
on addressing these kinds of trends.

First, let me just say the priority is high. In fact, this is the key
reason why my position and office were created, why my office was
placed under the Assistant Secretary of Defense for International
Security Affairs rather than under an office dealing either with
negotiations or export control.

In addition to developing policy options for DoD and the handling
of particular export cases or negotiations, my office has been given the
lead within DoD to conduct research concerning proliferation. Since my
arrival in September 1989, the number of projects has nearly doubled in
this category. We have also become increasingly involved in the
coordination of many DoD efforts that can help address the proliferation
threats described. I think that it is difficult, at best, in large organiza-
tions to establish new offices and to move as quickly as we have. I'm
very pleased with the results of what DoD has managed to do in a short
period of time within the agency.

Our goals at DoD are determined, I think, by the type or character
of proliferation being addressed. I am now referring when I speak of
proliferation to what I call the host of horribles—nuclear, biological,
chemical- and missile-related technologies. I'm not speaking for the
moment with regard to conventional munitions, which is not my
responsibility.
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APOCALYPTIC CONCERNS

In the case of what I sometimes refer to as the apocalyptic prolifera-
tion concemns, particularly the nuclear threat that was mentioned by
Congressman Stark, DoD’s goal, as is the goal of the entire government,
must be to do all we can to stop these developments with the hope that
the political or financial support for these projects will die.

To some limited extent, our forces can be defended passively against
the current generation of chemical and biological weapons. Efforts to
advance the current CBW threat by developing agents that exceed our
current limited defense capabilities, are developments that we cannot
afford to be blase about and must stop.

In the case of nuclear weapons, passive defenses, much less active
ones, are virtually nonexistent; and the imperative to stop the develop-
ment is quite clear.

NONAPOCALYPTIC THREATS

With regard to what could be described as nonapocalyptic threats—
conventional missiles; nonlethal and manned air vehicles; submarine,
particularly shallow waters; satellite and command, control and
communication technologies—DoD’s goal is still to limit their prolifera-
tion as much as possible. But with a caveat that even if we merely slow
their arrival, this, too, can be militarily beneficial, even if the program
is eventually completed and fielded.

In the case of delay, enough delay is until we can develop adequate
military countermeasures; for example, defenses, such as GPALS,
shallow water ASW, new jammers, theater missile defenses and the like,
and also so that we can rearrange some strength in existing military
security alliances and security alliance relationships.

Clearly, the less money Defense has to develop such countermea-
sures, the more time that is needed to keep the threat at bay, and that’s
one of the reasons why we are very concemed to do all we can to
support the kinds of export controls mentioned here. Defense has a
security stake in these things.

CONDOR

Now, briefly, I would like to discuss an example of a success and try
to explain briefly what it’s military consequences are with regard to
Condor.

Condor at one time was a missile-development program being
conducted by a number of nations, including connections ultimately to
Iraq. It was originally scheduled to be completed as on-line-producing
missiles well before Desert Storm. However, the missiles were never
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fielded in any of the nations that were sponsonng originally, much less
fired at us in the Persian Gulf.

Had this program been completed and on schedule, our missile
problems that we experienced in Desert Storm would have been much
more daunting, with the possibility of large numbers of fatalities.

The SCUD’s after all, even including their operators, were notorious-
ly inaccurate, missing their intended targets sometimes by as much as
a kilometer or more. The Condor was intended to be much more
accurate, and was intended to be produced in large numbers in country.
Had the numbers and accuracies been realized before Desert Shield was
conducted, the Condors could have been used to perform some of the
strategic functions Iraq’s Air Force and the SCUD’s simply could not
do.

In specific, they could have been used to knock out or stun our air
operations from local Saudi air fields, paralyze our logistical support
from ports in Saudi Arabia and elsewhere, and destroy our theater air
defense units and fixed command centers.

The objectives and missions, moreover, could have .been accom-
plished without necessarily having to resort to chemical, biological, or
nuclear warheads. Conventional munitions would have been sufficient
with the Condor as originally designed.

Finally, because the Condor was designed as a solid fuel, two-stage
missile, it would have been more mobile, harder to find, capable of
longer ranges, faster and thus much harder for our Patriot radars to
detect than a SCUD.

For these reasons, even before the United States formally announced
its adherence to the MTCR in 1987, we assigned an extraordinarily high
priority to blocking the missile’s development; and I might add I believe
with good results.

KEYS TO BLOCKING DEVELOPMENT

Several key principles were followed in this effort.

First, we blocked exports even though peaceful civilian applications
were claimed. In fact, the Condor was alleged by its developers to be a
peaceful scientific rocket. Despite this, the United States joined with
other supplier nations in denying exports to the Condor II program and
continue to do so with similar programs, whether they are overtly
military or alleged for such scientific purposes as sounding rockets or
space-launch vehicles.

Second, we focused our efforts on blocking critical technologies, such
as guidance propellent mixing, production equipment, and the like. Of
course, we tried to block as many other Condor exports as possible. We
understood though that we might not succeed in blocking all of them.

This brings me to the third principle, which I think can’t be
emphasized enough, which is at Defense we understood that the aim
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was to block enough technology to make a difference. Successful
development of ballistic missiles, like the Condor, involves the
integration or harmonizing of some quarter of a million parts. It is a
very expensive and tedious proposition.

We do not need to block all the quarter million parts in order to
block the project as a whole. Therefore, we consciously aimed with the
other agencies to prevent shipment of enough of the key items long
enough so that financing or political support dried up or until we had an
effective military means to cope with the threat once it arrived.

By this criterion, I think our efforts concerning the Condor have so
far been quite worthwhile. Even though some components slipped
through, enough have been denied or delayed to seriously impact the
program.

Additionally, governments that were once supportive of this program
are now helping us slow the program down, freeze it, and block it
entirely. Also, the organization responsible for procuring items for
Condor are still having great difficulty in acquiring the items they need.

Meanwhile, the United States, Israel, and others are working on
follow-ons to the Patriot and on systems that will help us find and target
mobile missile launchers more readily. Our hope and plan is that a
sufficient amount of this work will be completed soon enough for us to
cope if Condor-like missiles are ever deployed.

I would like to stop here for the sake of brevity and leave myself
open to questions.

[The prepared statement of Mr. Sokolski follows:]
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PREPARED STATEMENT OF HENRY D, SOKOLSKI

Mr. Chairman:

I wish to thank the Committee for this opportunity to testify on
what we all agree is a very important topic. You and your committee's
staff are to be commended for holding ceqular oversight hearings on

this complex mattecr.

Your committee asked that I address four key questions: (1)
What ace the trends in the prolifecation of non-conventional weapons
technologies and what new security threats might they pose? (2) How
high a priority does DoD place on the need to addcess these Erondl
and what is DoD's general approach to addressing them? (3) How does
Defense measure success in non-prolifecation and what example might

it give of such "success"? (4) What steps should be taken to build

on past successes?

Proliferation Trends, Security Problems

I should say from the outset that “"technologies of proliferation

concern® is itself becoming increasingly ambiqguous. Where non=

prolifecation once fécused almost exclusively on ccatrolling the
spread of specially design?d nuclear equipment and matérials, now it
encompases both munitionsg and dual-uge controls not just in relation
to nuclear technology, but also to chemical, biological (CBW), and

missile=-related technologieé. In addition to tranétets of major

components of nuclear, CBW, and missile systems, we also are controlling
the technology (know-how) and dual-use items that might help produce

such gsystems or components,
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The upshot of all this is that firms making GPS receivers

that originally thouqht their husiness wouldl only be with the U.S.

military are now finding that this makes up only a very small fractic

of their expanding market. Thus, the Desert Shield and Desert Storr

demand for more GPS Systems was only relieved by the emergency purch:

of thousands of additional receivers from firms servicing the civilia

market and by having the DoD not "legrade GPS's signal quality.

Luckily, this time only we and our allies had GPS receivers in

sufficient quantities to he militarily significant. Next time, we

are not likely to be as fortunate. Certainly, one of the areas of

greatest concern is the future link between GU'S and missiles. The

current generation of missiles -- SCUD and SCUD derivatives -- are

quite inaccurate. In fact, during Desert Storm, these missiles

missed fixed targets hy as much as a kilometer or more.
What GPS and its differential upgrades'promise are accuracies

of between 5 and 100 meters. This roughly translates into an increase

in lethality againsi fixed point tarqets of between 100 and 100, 000~

fold -- i.e., the kind of lethality increase previously noted with

regard to the advent of nuclear enerqgy in the mid-~1940s.
Assuming our adversaries had large numbers of missiles to use

against us or our allies, they could knock out or stun fixed airfields

air defense assects, ports, command centers, and military bases and
depots with the same sort of pinpoint conventional munitions

accuracies previously associated with our air operations against
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icst, it may be more difficult for our friends and forces to operate
ithout being seen or heard, an advantage that was critical in our
ictory over Iraq. Second, these low-flying vehicles == {f configured
or attack -~ may perform many of the same missions as ballistic
issiles -- but more accurately. And finally, all of these systems

ce likely to compound our theater air defense problems.

Are there any other tuturist}c proliferation problems the
lefense Depactment vot;ies about? The short answer is yes. In
nddition‘to the nonapocalyptic missile systems noted above, the
Jepactment is also concerned about the increasing diffusion of
relatively secure command, contcol, and communications systenms,
militarily-usable satellite technology (partiéularly that crelated
to imagecy), and submarine technology. As I have noted in previous
testimony, these technologies, like those associated with accurate
cruise and ballistic missiles, may not be apocalyptic but nonetheless

can have a strategic impact and will require military countecrmeasuces

that are currently unavailable.

In fact, with the exception of submarine technology, the rest
of these items have clear civilian applications. Advanced computers
for science can be used for encryption. Secure business communications
systems can be used to conduct business or used to wage war. And

satellites can be used for a variety of purposes.

With regard to the latter, our government and the MTCR have
held that satellite launcher technology is intecrchangeable with
ballistic missile technology and, therefore, is to be treated just

as restrictively. This does not mean we will restrict access to
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Iraq. The key difference here, however, is that our adversaries

would be able to do this without an air force, i.e., with missiles
alone. This may not be as apocalyptic a development as is nations

Jetting nuclear bombs, but the military operational conserjuences

could be every bit as devastating and strategic in their implications.

Because of the security concerns raisecd by GPS, DoD has worked

with other agencies to develop controls that the Missile Technology
Control Regime will incorporate into its annex. These controls would
restrict sales of receivers that would operate at altitudes and

speeds useful for ballistic missile applications and those specially

designed for integration into unmanned aerial vehicles/cruise missiles.

The Cruise Missile Threat and Others

It will be difficult, however, to control exports of receivers

that might be useful for the development of cruise missiles since

these are, in many respects, identical to ones that would be usaful

to hundreds of thousands of owners of small planes. 1In fact, as

we focus our energies on limiting the spread of ballistic missile

technologies, other nations have begun to focus theirs on developing

cruise missiles and unmanned aerial vehicles (UAVs) for both lethal

and nonlethal military missions;

Whereas ten years ago it was difficult to find any Third World

nation developing its own UAV or Ccruise missiles, now we find that

there are well over 100 indigenous programs underway. These programs

will pose a number of new challenges to our friends and forces abroad.
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the peaceful benefits of space. It only means that, while launch

services must be available on the world market, launch vehicles

must not. Given the vast surplus of existing, cheap satellite

launch capacity in the Furopean space agency (ESA), the U.S. and

elsewhere, this is readily done.

Besides satellite launchers, though, Defense is also concerned

that whatever satellites do go up, do not end up targeting our friends

or U.S. forces. Slowing the diffusion of these militarily~usable

satellite technologies to possible adversaries or to unstable regions

will have to be factored into our future military cooperation with
all our allies.

Far more worrisome than these nonapocalyptic proliferation

concerns, though, is the continued spread of chemical, biological {CBW)

and nuclear weapons technologies. Although we can hope to cope

defensively against current CBW threats, we may not have as much

reason to be hopeful against advanced agents. As for nuclear weapons,

these continue to present security threats.

Particularly disturbing in both cases is the increasing number

of dual-use applications of the technologies associated with the

spread of these weapons systems. With CBW, this has long been the

case. With nuclear, we are now finding that nations are developing
ambiguous nuclear facilities and purchasing dual-use equipment
needed to develop dedicated weapons capabilities rather than try to

buy specially designed nuclear weapons-related equipment directly.

Proliferation: A Defense Priority

There is no question but that DoD places a high priority on
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my position and office were created and placed in the Office of the

Assistant Secretary of Defense for International Security Affairs,

rather than in offices dealing with either negetiations or export

contrcl policies.

In addition to developing policy options for DoD in the handling

of particular export cases or negotiations, my office has been

given the lead within Dob to conduct research concerning proliferation.
Since my arrival in September of 1949, the number of projects has

nearly doubled. We also have become increasingly involved in the

coordination of the many DoD efforts that can help address the

proliferation threats described.

DoD's non-proliferation noals are determined by the type or

character of the proliferation being addressed. In the case of

the apocalyptic proliferation concerns just noted -- particularly

the nuclear threat -- Nod's qoal is to do all we can to stop

these'developments with the hope that political or financial support

for these projécts will die. To some limited extent, our forces

can be defended Passively against the current generation of CBw

threats. Efforts to advance the current threat by developing

agents that exceed our current limited defense capabilities are
developments we cannot afford to be blase about. In the case of
nuclear, passive defenses are virtually nonexistant and the imperative

to stop the development is clear.

With regard to the nonapocalyptic threats -- conventional

missiles, non-lethal unmanned air vehicles, submarine, satellite
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and command, control, and communications technologies -- Dob's goal

15 still to limit their proliferation with the caveat that even if

we merely slow their arrival, this too can be militarily beneficial

even if the program eventually is completed. In the case of delay,

“enough" is until we can develop adequate military countermeasures --

2.9., defenses such as GPALs, shallow water ASW, new jammers, etg. --

to cope. Clearly, the less money one has to develop such counter-

measures, the more time is needed to keep the threat at bay.

Condor Il As A "Success"

A good example of a non-proliferation success that produced a

clear-cut military benefit is the slowing of the Condor II program.

The Condor II was at one time a missile development program by

Argentina, Eqypt, and Iraq, supported by suppliers from advanced

industrialized nations. It originally was scheduled to be completed

and on line producing missiles in Argentina, CEgypt and Iraq well

before Desert Storm. However, the missile was never fielded in any

of these nations, much less fired in the Gulf.

Had this program been completed on schedule, our missile

problems would have been much more daunting than those we actually

experienced in Desert Storm. Just compare the Condor II with the

SCUDs Iraq fired at us. SCUDs are World War I1 vintaqge technology;

the Iraqis had acquired several hundred of them. The Condor I1, on

the other hand, is comparable to one of the most advanced missiles

ever fielded, the Pershing II, and would have been manufactured in

Iraq and could have been available in much larger numbers than were

SCUD missiles. The SCuDs, including their upgrades, were notoriously

inaccurate, missing their intended targets at times by a kilometer
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ocr more. The Condor II, on the other hand, was designed to have

accuracies measured in a few hundced meters or less making it

ocders of magnitude more lethal against point targets,

With such accuracies and the numbers serial indigenous production

would have involved, Condor I1s could have been used to pecform

some of the strategic functions Iraq's air force and the SCUDs

could not: to knock out or stun our air operations from local air

fields, paralyze our logistical support from Saudi porcts, and

destroy our theater air defense units and fixed command centers,

These missions, moreover, could have been accomplished without

necessarily having to resort to chemical, biological or nuclear

warheads. Conventional munitions would have been sufficient.

Finally, because the Condor was designed as a solid fuel, two=

stage missile, it would have been more mobile (harder to find),

capable of longer cranges, faster; and, thus, be much hacrder for our

Patriot radars to detect than any SCUD.

For these reasons, even before the U.S. formally announced its

adherence to the Missile Technology Control Regime (MTCR) in 1987, we

assigned an extraordinarily high priority to blocking the missjle's

development with good results.

Several key principles were followed in this effort. First,

we blocked exports even though ®peaceful,” civilian applications

were claimed. 1In fact, the Condor was alleged by its developers to

be a peaceful "scientific*® rocket. Despite this, the U.S. joined
with other suppliec nations in denyidg exports to the Condor I

program and continue to do so to similar programs -- whether they
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were overtly military ocr allegedly for such 'sciencif{c' purposes

as sounding rockets and space launch vehicles (SLVs),
Second, we focused our efforts on blocking critical technologies

such as guidance, propellants mixing, production equipment and the

like. Of course, we tried to block as many other exports to Condor

Il programs as we could. We understood, though, that we might not

succeed in blocking all of them.

This brings us to the third principle, which is that our aim was

and is to pblock enough technology to make a difference. Successful
development of a ballistic missile like the Pecshing 1I involves the

integration or harmonizing of some quacter of a million parts, and

it is a very expensive proposition. We do not need to block all of

the quacter million parts in order to block the project as a whole.

We consciously aimed, therefore, to prevent shipment of enough of the

key items long enough so that financing or political support dried up

or until we had an effective military means to cope with the threat

once it arrived.

By this criterion, I think our efforts concerning the Condoc

so far have been worthwhile. Even though some components have slipped

through, enough have been denied or delayed to impact the program.

Additionally, Argentine and Egyptian govecnments actually decided to

help slow the program. Consen, the multinational organization behind

the missile's development, continues to have difficulty securing all
of the technology needed to complete the program. Meanwhile, the
U.S., Iscael, and others are working on follow-ons to the Patriot
{e.g., Arrow, GPALS), and on systems that will help us find and

target mobile missile launchers more readily. Ouc hope is that a
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sufficient amount of this work will be completed soon enough for us

to cope if Condor-like missiles are ever deployed.

To the extent that our efforts against the Condor Il vere a

success, what went into {t? There were several key elements.

The first of these was intelligence. I am speaking not just of

intelligedce collection ~=- the amassing of caw reports =- but of

analysis -- assessing and organizing this information. 1In the case

of the Condor, foc example, we had to stay on top of an extcemely

complex transnational procurement network, which at various times
included organizations based here in the U.S., a multinational

procurement organization based in Europe as well as international

financing. Keeping tabs on this international netwock required a

multilateral intelligence effort complemented by interagency coopecation
" in the United States.

We fully expect the requirement for this kind of intelligence

effort to grow, not diminish, in the future, as those associated

with Condoc and other troublesome programs realize that simple ruses --

like the claim that a program is ®peaceful® -- will not open the

doors to the technology that they seek. Instead, more complicated

clandestine purchasing networks that can obfuscate the natuce,

destination, and end-use of theic purchases are expected.

Intelligence, howéver, is not enough. A second element --

action -=- is essential. Domestically, in the case of Conddr, we had

to review our own exports -~ matching intelligence about the Condor

program with technical asseis-ents of the significance and altecnative

uses of exports and ; diplomatic understanding of the measures needed
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to support our own export restraint with complementacy restraint from
other suppliers. This has resulted in the formation of interagency
geoups == in the case of missile technology, the Missile Technology
Export Conirol {MTEC) and the Missile Trade Analysis Groups (MTAG) =--

that meet weekly to review approximately 1500 export cases annually.

Occasjonally, our domestic actions must go beyond the channels
of export application ceview to deal with exports conducted illegally.
You are familiarc with the case of Mr. Helmy, now secving a prison

sentence for illegal activities in support of the Condor program.

Of course, no domestic enforcement program can stop technology
transfers unless there is corresponding international enforcement.
This brings us to the thicd key element: The need for interna-
tional and diplomatic support. The establishment of the multilateral
arrangements such as CoCom, the MTCR, the Zangger Committee and
Nuclear Suppliers Groups, and the Austcalia Group set the general
framework for intecnational restraint. But when it comes to specifics,
much more needs to be done. Our diplomats, customs officials, and
intelligence specialists in the Condor case, for example, worked
with their counterparts in MTCR partner governments to ensuce that
U.S. denials of exports were suppocted elsewhere and to identify

Condor procurement overseas that needed to be stopped.

Sometimes, the identification of a specific export was enough
to catalyze action by foreign governments. Sometimes, we needed
foreién enforcement action to unravel complex procurement activities
and to prosecute criminal activity overseas. Sometimes, we needed~

to go beyond MTCR partnecrs to block the Consen network.
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As you can-see enforcement and administration of export controls

is highly manpower intensive. In the Condor case we needed the

involvement of hundreds of government officials around the world --

and a high enough priority to focus these officials on the effort.

Next Steps

Our hope and ‘plan, of course, is to build on such successes.

You asked what additional steps should be taken to assure this.

First, we could do much worse than focus our attentions on effectively

implementing the new authority the President and Congress have only

recently put into place. As the testimony of the other witnesses

should make clear, we are well on our way to doing this.
Second, we need to recognize that our export control assets are

large, but not limitless: that we cannot stop ~- and do not always

necessarily have to stop -- everything of possible military

significance to achieve our security objectives. As I tried to

explain in the Condor II example above, the U.S. and the MTCR

membership failed to stop all missile-related items from going to

the Condor 1I1I program and Iraq. Indeed, some of the technology

that slipped through did help upgrade Iraq‘'s SCUDs. It would be a

mistake, however, to use this to argue that our Condor- 11 interdiction

effort as a whole failed or that our control system is bankrupt.
It's not. When we pick a target and stay focused, it does work.

In fact, to the extent that we did have problems blocking exports

to Condor II -- and we did =-- more often than not, it was because

of a lack of authority caused by the fact that the item in question
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was not yet on an existing control list. This the President has

remedied in the U.S. by requiring the licensing of items -- whether

they are listed on an e¢xisting non-proliferation control list or

not -- if they contribute to a proliferation project of concern.

The U.S. is seeking other nations' adoption of similar authority.

Germany already has it: we hope others will follow suit.

This new project-oriented control authority will strenqthen our

ability to deal with troublesome exports. It will also place new,

and possibly greater (demands on our intelligence assets. Indeed,

as we make more clear our desire not to support specific projects

at specific destinations, there will be an even greater inclination

for illicit dealers to do their dealings indirectly and to ship

with misleading end use statenents and phoney end user designations.

We will have to be even more vigilant about possible sorts of

third-party cut-out ruses and make sure that other supplier nations
are as well.

Finally, 1 think we need to be leery of styles or trends.

Ballistic missile proliferation- has received the greatest attention.

Certainly, it deserves attention, even more than it has alreqdy

received. However, we need to be careful not to let this or other

concerns make us less attentive to other proliferation matters.

I believe this is particularly true in regard to nuclear weapons-—

related technology, which I believe will demand more of our attention

in the years ahead.

This completes my testimony, Mr. Chairman. 1! would be happy

to answer any specific questions the committce may have.




136
EXPORTS TO IRAQ

Senator BINGAMAN. Fine. Let me ask a question about the list that
was prepared showing the very substantial numbers of exports that went
to Iraq between 1985 and 1990.

Mr. Sokolski, have you reviewed that list, and do you know if that
is $1.5 billion?

Mr. SokoLsk. I have reviewed the list, and I understand that a very
large portion of that dollar figure had to do with, I believe, a truck
shipment that never went.

Senator BINGAMAN. So you dispute the $1.5 billion figure?

Mr. SokoLsk1 Well, I don’t dispute the figure. I dispute how much
of that was actually shipped.

REFERRALS TO DEFENSE DEPARTMENT

Senator BINGAMAN. Well, that wasn't the thrust of my question. The
thrust of my question is, are there things on that list that, in your view,
should have been referred to the Defense Department but were not?

Mr. SokoLski. We are now talking history.

Senator BINGAMAN. Right.

Mr. SoxoLski. And I want to emphasize that point.

Senator BINGAMAN. Certainly. 4

Mr. SokoLskl And history which, as Assistant Secretary Clarke
pointed out, is unlikely to be repeated because of the new authority
under the Enhanced Proliferation Control Initiative.

There were, as you well know, prior to our administration, disputes
between Commerce and Defense over the shipment of items not on
missile annex listings, things going to destinations that clearly suggested
that the item in question, Hewlett-Packard computers, for example,
would be for no good end purpose, that it would assist in a missile
project.

The disputes then, which thankfully are behind us now, had to do
with authority. Because the item in question wasn’t on a missile annex
listing, it was argued, and forcefully to be sure, that there was no
authority to demand the license, much less deny it. That is no longer the
case, and it’s one of the first things that this administration focused on,
making sure it would no longer persist.

TRANSSHIPMENTS/REEXPORTS

Senator BINGAMAN. Let me ask about referrals. There has been some
testimony in the House by Mr. Kloske indicating that, as recently as a
year ago—the spring of 1990—exports to Jordan be suspended; because
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they would be transshipped to Iraq, and also that direct exports of
certain items to Iraq be suspended.

First, is that the case where there are proposals to suspend shipments
to Jordan by the Department of Commerce?

Maybe Mr. LeMunyon can respond to that, and what is our policy on
referrals, or not referrals, but transshipments I guess is the right word?

Mr. LeMunyon. Mr. Chairman, the administration collectively
reviewed export licensing policy not just toward Jordan, but toward a
number of countries, including Jordan. I think in the context of that
particular country that we felt that given the concems that some had
regarding transshipment, that our controls were adequate, and so they
have not changed in any dramatic way toward Jordan in recent months.

When I say "adequate,” I mean that, for instance, reexport controls,
which have long applied on exports to Jordan and most other countries
around the world, apply in that case; that the chemical, missile,
biological, and nuclear weapons kinds of controls, as well as our
CoCom controls, apply to Jordan, as they do most other countries. But
the issue was considered by all the agencies involved, and it was our
judgment that our controls were adequate and remain so.

JORDAN

Senator BINGAMAN. So, your view is that although Mr. Kloske made
his arguments about exports to Jordan being suspended, the decision was
made not to suspend them and that decision was correct?

Mr. LeMunyon. Well, I'm not going to comment on specific
arguments made by one agency or another in the interagency process.
I will say that the issue was considered carefully, and thoroughly, and
that the administration decided that our controls were adequate and that
they remain adequate.

Senator BINGAMAN. Now getting away from Mr. Kloske’s statements,
there have been a series of statements in the media about U.S. shipments
of spare parts and other equipment to Jordan as recently as December
of last year, 5 months after the invasion of Kuwait, and the claim is that
those items that we were continuing to permit shipment of to Jordan
were then reexported into Iraq.

Is it your position that those reexports did not occur and that this is
not a problem? Is that what you're saying?

Mr. LeMuNYON. I think Assistant Secretary Clarke has some more
insight on that specific question. I will say that overall there were very
few, and continue to be very few, license applications that the Com-
merce Department receives for exports to Jordan or reexports out of
Jordan, and I am not aware of anything that is coming through our
licensing process that meets the mold of your question.

Senator BINGAMAN. Mr. Clarke, perhaps you could respond to some
of the allegations that the media has had in recent weeks about us
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delivering items—military spare parts and other equipment to Jordan—
that were then reexported, and about us continuing to do so even up
through the end of last year.

Mr. CLARKE. Mr. Chairman, we know .of several instances where
there have been reports in the media. Let me try to go through the three
of which I am aware. ' '

There was a report that there were ammunition boxes found in
Kuwait marked for delivery to Jordan, and the question was did that
occur after the U.N. embargo went into effect. We have investigated that
thoroughly, and we have been unable to find any Iraqi Army ammuni-
tion in Kuwait that was shipped from Jordan after the U.N. embargo
went into effect, or that was of U.S. origin.

The second case we know about are allegations in the press that
spare parts from U.S. Hawk missiles went to Jordan and then into Iraq.
We investigated that thoroughly by a variety of means that I can’t go
into publicly, and we found no evidence to support that claim.

Throughout the war, we carefully monitored the shipment of U.S.
spare parts to Jordan. Some shipments were held up on the docks while
the investigations were carried out. There was a thorough investigation
by the Customs Bureau, the U.S. intelligence community, and shipments
were held up pending those investigations.

With regard to the allegations in the Financial Times about whether
or not the Commerce Department asked for an investigation, and
whether or not such investigation occurred, Mr. Chairman, I would like
permission to put into the record of this hearing—rather than my
reading it because it’s somewhat lengthy—the White House statement
on this issue from Marlin Fitzwater from several days ago; I think it
provides a definitive answer to that allegation in the press.

Senator Bingaman. We'll be glad to include that in the record.

[White House statement of Mr. Fitzwater follows:]



139

WHITE HOUSE STATEMENT OF MR. FITZWATER

Q Can you give us some kind of an authoritative response on the story in
the Financial Times of London, which alleges that the United States, in one way
or another, approved of the shipment through Jordan of military supplies to
Saddam'’s regime up through December, or until December? :

MR. FITZWATER: Okay. Whenever allegations of sanctions violations were
received, the administration acted promptly and forcefully. In over 800, cases we
asked foreign governments to investigate information on possible sanctions
violations.

In the case of Jordan, we were aware of several Iraqi front companies that
were operating in that country and asked the Jordanian government to investigate
ourinformation. The Jordanian government cooperated in all such investigations.
The effectiveness and thoroughness of the sanctions imposed on lraq after the
invasion of Kuwait have no modern parallel. We fell they were very successful.

The Department of Commerce in December 1990 asked for the views of
other agencies on the possibility of suspending some special licensing privileges
for companies operating in Jordan. The information was immediately brought to
the attention of the interagency group charged with monitoring compliance with
the sanctions. That interagency group, with Commerce’s full participation,
evaluated all available intelligence information and determined that the individual
companies that had special license privileges in Jordan were not the Iraqi front
companies that were of possible concern for violating the sanctions.

There was no intelligence information nor other information offered by the
Department of Commerce that diversion of items shipped legally to Jordan was
occurring.

The Commerce Department was informed in writing of the interagency
review with a recommendation that innocent Jordanian companies not be
punished for the violations of a few known diverting companies who were being
closely monitored.

There were other allegations in that story about Commerce proposals for
tightening export controls, which also are false. The senior interagency group
that addressed these matters last spring, in fact, approved the Department of
Commerce recommendations without dissent. Responsibility for implementation
of those measures then passed back to the appropriate agencies, including
Commerce.

There was no subsequent indication from Commerce that there was any
problem int he implementation of its recommended actions.

Q So the bottom line would appear to be, then, that you don't think it
happened, but if it did happen, you didn’t know about it happening, and whatever
reports that were of anything like that you tried to stop, or you tried to stop it from
happening. Is that right? :

MR. FITZWATER: In effect, it didn't happen, yes. We were licensing
products, of course, as you all know, for sale to Middle Eastern countries prior
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to August 2 and after that. But the allegations in this article — everything is all
jumbled up and it's kind of hard to sort them out. Butthat's why | had a prepared
statement that went through it all.

But basically, it's just not right. | mean, every allegation was checked out.
Wae looked into all the licenses and the Commerce Department carried out its
duties.

Q Well, there's a specific point in the article that says that Bob Gates
personally got a warning in December about the transshipment of these u.s.
arms into Iraq and Jordan. Is that also untrue?

MR. FITZWATER: Yes. That's the one | referenced in this statement that
says it was all checked out. The investigative—

Q We got a warning that he checked it out?

MR. FITZWATER: The Interagency group was notified, as | said in here,
which Gates chaired. And they locked into it, passed the information back to the
Commerce Department, as they were supposed to do.

Q Perhaps | could try to unscramble some of this. Could you perhaps tell
us what the explicit policy, then, change was since the interagency meetings in
the late spring, and what mechanisms the United States government used to
actually block or check out these shipments?

MR. FITZWATER: | don’'t have those kinds of specific details, no.

Q What was the policy change you outlined in your response to this article?
It was a specific policy change.

MR. FITZWATER: The policy change was the one set by the United
Nations—the sanctions.

Q No, the United States government policy change. Because as you're well
aware, there was no explicit control over arms exporis to Jordan through this
period.

MR. FITZWATER: There are controls on products according to the normal
licensing procedures. Product controls. That's what the Commerce does, is they
administer the licensing approval process for individual categories of products.

Q |don't believe — the Commerce Department, as regards Jordan, does not '
have explicit power to intervene and scrutinize these kinds of products. This is
a matter which is deemed to be part of foreign policy discretion.

MR. FITZWATER: They have a program of licensing approval that has
categories of products, all of which have to be reviewed for sale and licensed and
received. If you're talking about products that don't have to be reviewed, well,
the, yes, they don’t have to be reviewed.

Q Let me just—
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MR. FITZWATER: They don’t have country-by-country. | don't think the
Commerce Department has a list of countries, do they? No, their licensing is by
product category, not by country,

Q Just one — please just one last question before this passes on. Could
you identify the names of the Iragi front companies in Jordan for us, please?

MR. FITZWATER: | don't have it with me. I'll have to check and see whether
we can do that or not.

Q Are you prepared to release the names of those companies?

MR. FITZWATER: | don't know whether we can do that or not.

Q Are you prepared to release the names of those companies?

MR. FITZWATER: | don’t know what the legal circumstances of that are.
We'll sure ask, but | don't know. We will if it's public information; if it's not, we

won't.

Q In those 800 cases you investigated, did any of them result in materials
not being exported?

MR. FITZWATER: | don't think | have that.
Q What was the result of those more than 800 cases?

MR. FITZWATER: | don't have the results. | can't report the results on all 800
cases. | just don't know.

Q Was anything ever stopped from being shipped anywhere over there?
MR. FITZWATER: | don’t know.
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~ Senator BINGAMAN. Let me just be sure that I understand. Your basic
position is that there was no shipment to Jordan of military spare parts
or other equipment, which then went on to Iraq after the time that the
U.N. embargo was put in place?

Mr. CLARKE. As far as we know, and we tried very hard with the
complete assets of the U.S. intelligence community to find out if those
allegations were true. :

Mr. Chairman, you have to understand that when those allegations
were made we had not yet gone into combat. We knew we were going
to go into combat. We did not want to be in the situation where
American boys were going to be at risk from U.S. arms transshipped
through Jordan or any other country. We pulled out all the stops
investigating whether or not those allegations were true, and we found
no support of those allegations.

Senator BINGAMAN. Mr. Sokolski, is that consistent with your
information in the Department of Defense?

Mr. SokoLskL In my understanding, correct. This issue was worked
more closely, given the character of the transfers, by the Defense Trade
Security Agency, but I was coordinating on that work, and I believe this
is correct.

REFERRALS TO DoD

Senator BINGAMAN. Let me ask what the procedure is. I think, Mr.
LeMunyon, you said that on this business of transshipments or reexports
that the procedures that have been in place have been reviewed, and
they are totally adequate. What is the Defense Department’s role in this
issue of referrals?.

Mr. Sokolski, could you describe that and state whether you think
that that is as it should be at this time? A

Mr. SokoLskL Well, the key thing to keep in mind is that the Defense
Department is not a licensing agency. The key authority that Congress
has given for licensing is to State and Commerce.

What Defense receives in the way of referrals are those things that
both State and Commerce send to us, and we review them. So, the
interagency groups that we participate in look at cases that State and
Commerce present.

Senator BINGAMAN. Well, the problem that we got into before, again
talking about history, was not that Defense had let things through that
were called to Defense’s attention, as I understand it. It was, rather, that
licenses were granted for the export of some items that were not on your
list necessarily, but that, at least with today’s retrospect, you wish had
been passed by Defense so that Defense could have raised an objection.

I guess what I’m asking is has that problem been fixed? Is there
now a capability on the part of Defense to know what in fact is being
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approved so that you can in essence second-guess Commerce and
Defense as to whether or not something should be referred to you?

Mr. SokoLskL Well, first of all, there has been agreement that—any
and all items—going to a certain collection of countries—and I'll keep
those countries’ names off the record—will be referred.

Also under the EPCI, items, whether they are on proliferation control
lists or not, going to destinations of concemn, are to be sent to the
interagency group where Defense sits as a member and will have a
chance to take a look.

We, as the technical agency on missile matters, do a lot of support
work for the MTAG and MTEC working groups that review these cases.
So more items will now come before that group.

Mr. CLARKE. Mr. Chairman, if I could just amplify on that.

Senator BINGAMAN. Yes, go ahead, Mr. Clarke.

Mr. CLARKE. Again, with regard to the State Department’s licenses,
the export of defense goods and services, we now have placed Defense
Department officers in the Office of Defense Trade Controls at State.
We have Army, Navy, and Air Force officers in that office reviewing
licenses to integrate the process as thoroughly as possible. That’s the
first step. After that initial cut, licenses are referred physically to the
Defense Department for review.

DoD AUTHORITY

Senator BINGAMAN. I understand that you've integrated people. It’s
still true though, is it not, that the Department of Defense has no
statutory authority to object or raise concemn with regard to anything that
is not referred to it? I mean the licensing authority is still with
Commerce and State, and to the extent that you want advice from DoD,
you can ask them to participate and get that advice? -

Mr. CLARKE. Well, the President in his own rules and regulations,
which are not statutory but an Executive Order National Security
Directive, has created a system of license review, and Defense and other
agencies sit on the committees at every level. An Assistant Secretary of
Defense can request any license be reviewed on an interagency basis,
and within a fixed timeframe it has to be reviewed. If the Secretary of
Defense objects to the result of that process, the Secretary of Defense
can request that licenses be reviewed at the Cabinet level.

So under intemal executive branch procedures, there is a system
whereby Defense can review licenses at every stage. If it doesn’t like
the result of the review, if it wants to stop a case and the decision has
been made by State or Commerce to go ahead, the Defense Department
can escalate that case to the Assistant Secretary, the Under Secretary,
and the secretariat level, and within fixed timeframes those decisions
have to be made.
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So Defense has, as other agencies have, every opportunity to cause
licenses to be reviewed and, if they don’t like the outcome, to escalate
the decision. .

Senator BINGAMAN. Congressman Armey.

Representative ARMEY. Thank you, Mr. Chairman.

I should point out that I'm not on the House Foreign Affairs
Committee, the Energy Committee, the Commerce, or Armed Services
Committees. So, sometimes when these things come to my attention,
they come to my attention on the floor, and they seem a little myster-
ious.

I also have a basic fundamental predilection that this country should
have, as its policy posture, a generalized disposition to neither restrict
exports nor subsidize exports unless there is a justifiable national interest
for making an exception.

It strikes me that the clearest and most obvious case where you
would have a national interest in restricting an export would be with
respect to defense matters, and that Defense would have the expertise
to best judge that.

Now within that sort of framework of dispositions, I find myself on
the floor facing an amendment to the Defense Authorization bill—
always that bill with the most amendments of any bill that ever comes
to the floor—somewhat confused about what this is, because we always
speak to each other in acronyms around here; and I get a shorthand
version that says, oh, this is a turf war between the State and Defense
Departments, or Commerce and Defense Departments; and the quick and
dirty answer is I always vote with Defense. They are the best judge of
this. :

Now I think this is a very bad way to make a decision on such things
as this, because then it becomes a matter of where is the political
leverage on the floor and where are the easiest answers on the floor.

ENHANCED PROLIFERATION CONTROL INITIATIVE

Therefore, I gather that the Enhanced Proliferation Control Initiative
is a recent innovation of the executive branch designed to work out
these differences. I hope I'm gathering this correctly. I think I'm seeing
some indication that perhaps things are changing from what we have
seen in the high drama moments in the last 2 or 3 years on the floor,
where such events as I have just described occurred.

Does the EPCI in fact exit; does it have staffing; does it have a
budget; is there an allocation of these resources among the entities
involved; is it a functioning entity; and does it constitute from an
administrative point of view a way to resolve these sort of ad hoc issues
that ought never to be brought to the floor by virtue of a parochial
interest amendment?—which is what I think happens.
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In other words, as you might guess, there are some Members of
Congress who would be willing to see us export item x simply because
it’s made in their district, and the exportation of that item would mean
jobs for their district. That’s not a common thing, of course, but it does
happen. Then you have the confusion that happens when you wrap a
special interest amendment around political polemics in floor debate. So,
going back to my point, how real is EPCI, and does it perform the
administrative tasks that I'm hoping it does?

Mr. CLARKE. I think EPCI is a shorthand for a series of regulations
that are new and allow us to do more than we could before, and they
are Commerce Department regulations. Mr. LeMunyon should probably
answer that part of the question. But in terms of the referral issue,
interagency coordination to ensure that that occurs, the two things that
have happened to ensure that are: First, the Proliferation Policy Commit-
tee and its subgroups that all agencies sit on and, second——

Mr. ArMEY. How recent is this group?

Mr. CLARKE. That was created 2 months after the outset of the
administration. The subgroups have accrued during the course of the last
2 years.

The second thing I think you’re aiming at Congressman, the thing
that has made it possible for all agencies to feel like they are getting a
fair break on the decisionmaking, is something that came out around the
same time as EPCI. There was a Presidential decision on the licensing
process that I just referred to that ensures that every agency has a right
to escalate licensing decisions if it doesn’t like them. That system is in
effect, it’s working, and I think everybody feels all around the executive
branch that they are getting a fair shot at looking at licenses. If they
don’t win, they have a chance to escalate it and cause the spotlight to
go on that decision within the Executive Branch, not on the floor of the
House and not on the pages of the newspapers.

Representative ARMEY. Mr. LeMunyon.

EPCI AND CoCOM

Mr. LeMUNYON. Just as a couple of additional comments. The EPCI
represents legal authority. The regulation, and I would be glad to supply
the committee with a copy, does not get into the details of executive
branch administration on how a case is handled. It spells out additional
chemicals, equipment, citizen participation and other items for which an
export requires a validated license prior to the item or the citizen
engaging in activities or in moving overseas. As far as administration
and resources, they have certainly been in place at the Commerce
Department in the export control area for a number of years. We have
authority for controlling CoCom listed items, as well as dual-use nuclear
items, supercomputers, and some of the other issues I’ve mentioned.
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Certainly as the control regimes change, our focus internally in a
relative sense has moved away from the CoCom controlled items and
more toward those items of proliferation concern. When examining our
control system, the number of license applications, and the kinds of
destinations that exporters are applying for, proliferation controls in a
relative sense are taking more prominence. So that’s just a natural
activity. But certainly the administration of the controls, the authority,
the budgets, the resources are there, and we’re quite satisfied with them.

Representative ARMEY. Let me ask Mr. Sokolski for a moment. I am
most familiar with CoCom, again, from floor debate where the question
is, should this item or should it not be on the list?

Mr. SokoLskl Right.

Representative ARMEY. My understanding is that this is a list of items
that we feel should be protected and where we-have of course a hands-
on ability to restrict the ability of American suppliers to provide this to
a particular country. To what extent are we able with this procedure or
the relationships that we have with other nations to restrict other nations
from supplying. Because one of the things I often hear when somebody
wants something off the list is, if they are not going to get it from us,
they are going to get it from somebody else. So, therefore, we might
supply them.

CoCOM AND PROLIFERATION

Mr. SokoLsKL Well, in the case of CoCom, as you know, everything
is done by consensus. The bad guys are clear cut. There is no problem
there. You don’t have to worry about trying to determine whether a
certain country is your ally or isn’t. You know that you have a problem
with the Soviet Union. So all you do is go by the numbers. You get a
consensus agreement that certain categories of items will or will not go,
and it not only stops you from sending it, but it stops the other members
of CoCom from sending it. Now that’s East-West.

Nonproliferation doesn’t- work that way, and with good reason. It’s
different. We're talking about shipping dual-use items like CoCom
does—but not to the Soviet Union—but to countries like Israel, Egypt,
Pakistan and South Korea. These are our allies. So the question isn’t
whether or not to ship something as a broad category by consensus. The
question is whether or not the item in question is going to contribute to
an unsafeguarded nuclear facility, a missile project of concem, or
whether it’s going into an unstable region, as identified by the EPCI for
CBW purposes.

Now with that in mind, what happens in most of these nonprolifera-
tion regimes is we have a very sensible approach, and that is a no
undercut approach. This means that if one country in the various
regimes denies something because it’s concemned about the proliferation
concems, the other members are not to ship the item, and they are
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notified. This works, and in the example I used in the case of Condor
it worked very effectively. So, it’s slightly different. It’s not quite as
black and white and clear cut, but then the problem isn’t clear cut.

THE RUSSIANS AND THE CHINESE

Representative ARMEY. The problem then is—I mean Iraq got its
weapons from Russia—I mean the SCUD is obviously the first best
Clear example. Is it possible to expand this CoCom relationship to
include participation by, say, the Russians and the Chinese? Is it
possible to do that without incurring the exorbitant costs of the
reluctance to participate by way of some of our other allies? I mean, it
seems to me, the maverick nation is where we’'re going to end up
focusing our attention. If we deny missiles to Iraq and the Soviets are
pouring them in, I don’t know how much we gain.

Mr. LeMuUNYON. I think, to volunteer an answer, Congressman, it
would be awkward for CoCom to take on that responsibility, since the
primary focus of CoCom controls continues to be the Soviet Union. So
to have the Soviets at the table negotiating other aspects of export
controls would be awkward. It’s something that certainly could be
appropriate over time in some of the other proliferation regimes.

Mr. Clarke. I think, for example, the Soviet Union is a member of
the Nuclear Suppliers Organization. We would like it to be a member
of the Missile Technology Control Regime, and they said in the
Washington Summit last year that they wanted to be a member of the
Missile Technology Control Regime, and that they were observing the
guidelines. We welcomed that.

We are not entirely sure they are observing the guidelines, and we
are having a dialogue with them about that. We don’t want quite yet to
have them be a member until we are satisfied that they are actually
doing what they say they are doing.

We’ve already talked about the Chinese. The Chinese are much more
of a problem.

There is also a problem with bringing renegade nations into control
regimes, because the control regimes share intelligence. When one of
these subcommittees that I pointed to gets a piece of intelligence that in
part is going from country a through country b to a project in country
¢, we use that intelligence. It marches through the Australia Group and
through the Missile Technology Control Regime. :

A big part of the meeting when the partners get together twice a year
is taken up with intelligence briefings. So it poses a real problem to
bring some of these outer nations into organizations like that. In some
cases, it’s a bit like bringing the fox into the chicken coop. That doesn’t
mean we can’t work with them to have them live up to guidelines, but
having them be members of the organization sometimes is not the
appropriate solution.
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INTERAGENCY PROCESS

Representative ARMEY. My last question. I gather that you three are
prepared to tell me that with the innovations that came just recently and
that have been described, you have a more effective, or let’s say an
easier, ability to come to a decisive agreement without, what I would
call, interagency disputes, turf wars, and so forth, as compared to say 4
or 5 years ago. Is that correct?

Mr. CLARKE. I think what I'm prepared to say is that if there are
interagency disagreements, they will surface and be resolved rapidly,
and there will be an opportunity to escalate it for those who feel that
they have not had an adequate hearing. We decided on this approach so
that issues don’t lie around for months not getting decided; so that
issues don’t get decided by just one Department; and so that Depart-
ments don’t feel, or staff members of Departments, don’t feel that their
only recourse when they are overruled in the interagency debate is to go
and leak sensitive intelligence material to the press.

I think we have a process now that is adequate to take into account
the concems of all agencies, to bring the technical expertise to bear on
a schedule, and to get decisions. Not everyone will always be happy
with all the decisions, and I wouldn’t want it that way. I wouldn’t want
unanimity all the time, but I do want, and I think what we do have, a
system whereby we can bring to bear all the expertise, and get decisions
aboveboard in the open rapidly, with a process for escalation if people
don’t like the outcome.

Mr. LeMuNYON. I would welcome a chance to second that and add
only that in the specific case of license application processing, one of
the elements of the President’s directive last December said specifically
that all applications that are referred and remain outstanding because of
disagreements must be considered by a political level Advisory Commit-
tee on Export Policy no later than the 100th day after processing. So
issues are brought to closure one way or another, security concems are
addressed, and exporters also get responsiveness from their government.

Representative ARMEY. Well, gentlemen, my impression is that State
and Commerce are much more happy more often than Defense. I'm just
getting that impression here. Is that a fair impression for me to have?

Mr. SokoLskt No. I think that’s mistaken. The fact of the matter is
that many of the suggestions that went into the Enhanced Proliferation
Control Initiative came from Defense precisely to put these kinds of
disorders—heralded by some of the witnesses that will come to you
momentarily—behind us. So I think it would be a mistake in the
extreme to characterize it that way.

I think, in addition, the case review system as far as disposing of
cases and getting higher level political resolution was long overdue, and
I think that the ACEP system in fact is working. Previously, cases
would just sit and not get properly referred; and there is no dispute like
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a festering dispute to be a problem. I think we’re making headway in a
serious fashion now by having these kinds of reforms worked out
among ourselves.

Representative ARMEY. Thank you.

Senator BINGAMAN. Well, thank you.

I would just like to clarify one thing before we go to our next panel.

SOVIET UNION AND MTCR

Mr. Clarke, as I understand your position, it is that the Soviet Union
would like to join the MTCR or participate in it, but at this time we are
not convinced that that would be in our best interest. In the case of
China, they don’t want to participate, and, based upon the problems we
have with their actions, we don’t want them in either; is that right?

Mr. CLARKE. We're one member of the MTCR, and membership
decisions are made by all the partners. Without disclosing in public what
the private discussion has been within the MTCR about Soviet
membership, let me just say that all members of the MTCR have said
that they would welcome Soviet membership when the Soviets are
prepared to abide by the guidelines. We’re not going to change the
guidelines to get them to join.

The Soviets in the Washington Summit statement last June said that
they would live up to the guidelines, and they would like to join the
MTCR. Let me say—for the record publicly and I can tell you more
privately—that we have and the MTCR, as an organization, has an
ongoing dialogue with the Soviets that we hope will result in their
joining. ' :

CHINA AND MTCR

With regard to the Chinese, there is some question about their

performance, and we’ve already had a colloquy on whether or not they
are abiding by the guidelines. They don’t want to be a member, and so
the issue of membership doesn’t arise. We do want them to live up to
the guidelines, and they have said using elliptical Chinese formulas that
they are. We would like them to do a better job, and we have a very
intense dialogue with them about their performance.

Senator BINGAMAN. All right. With that reference to a very intense
dialogue, I'll dismiss the panel and thank you all very much.

I would ask the second panel to please come forward.

Let me just indicate that we will ask a few additional questions in
writing, and if we could prevail upon you to respond to those, we would
appreciate it.

[Additional questions and supplementary responses subsequently
supplied for the Record:]
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LETTER OF REQUEST AND SUPPLEMENTARY RESPONSE OF MR. LeMUNYON

MEEE OF EPEITEIES
un‘-_-m "“_-“
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R Congress of the Hnited States SR
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C ST WPW AP CIMATED ASSUAKT TO GIC. St OF FUBLEC LASY 304, TETH CONCREES) . HAMRLTON RS, S, AW YORE
e Sacron Washington, BE 20510-6602
May 7, 1991

James M. LeMunyon

Deputy Assistant Secretary for Export Administration
U.S. Department of Commerce

Washington, D.C. 20230

Dear Mr. LeMunyon:

I stated at the close of the hearing on April 23, 1991, that
I would send you additional written guestions for you to respond

to. Please respond to the following questions and requests for
information:

1. Provide a list, in the same form as the list of sxpexts to
Iraq released to the public in March, of all exports during 1988-
1990 to Argentina, Brazil, China, Egypt, India, Iran, South
Korea, and Taiwan. The list should be broken down fox -each
country and should indicate the applications approved;: rejected,
or returned without action, referrals to other agencies, the type
of equipment and the end user. There should be one version
containing the names of the exporters and one sanitized. version.

2. In his written statement, Gary Milhollin cites 3 ins&tances of
exports to Iraq - one involving the export of lasers to-the Iraq
military, a second involving the export of quarts crystals used
in radars, and a third involving frequency synthesizers-~ in
which the commodity control numbers assigned to the items-were
also on the missile technology control list. They thexefors
should have been referred to the State Department but were not,
according to Mr. Milhollin:

Were these-items on-the:missile technology control-}ist and -
were the license applications referred to State?

1f the items were on the missile technology control list,
why were they not referred to State?

Were any of the items referred to the Defense Department?
I1f so, what actions were taken by Defense? If not, why not?

How do you respond to the criticism that the exports were
dangerous or sensitive technologies, intended for military end
users, and should not have been approved?
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3. According to Mr. Milhollin's testimony, a June 1990 GAO
report stated that the Defense Department had informed Commerce
in November 1986 that the Iraqi military facility known as Sa’ad
16 was involved in missile development, and that press reports
linked that facility with other weapons of mass destruction. Mr.
Milhollin also states that Commerce knew what was going on at
Sa‘'ad 16 as early as 1985. How do you respond to Mr. Milhollin‘s
allegations?

4. Mr. Milhollin testifijed that U.S. intelligence officials
began to brief other agencies about the Iragi end user network in
1987.

When were Commerce officials briefed by U.S. intelligence
about the Iraqi end user network?

Is it true that in 1989 the Commerce Department refused to
attend a meeting called by the CIA to discuss Iraq?

5. Was it appropriate for Commerce to approve exports intended
for Sa‘ad 16 after 19877 If so, why?

6. Under the Missile Technology Control Act enacted last year as
Title XVII of the FY 1991 Defense Authorization Act, the Commerce
Department is required to refer all items on the missile
technology control list to the Defense Department for
consultation if the exports are destined for any “countries of
concern. "

Which countries and projects of concern have you identified?

Administration officials said last year during the defense
authorization conference that an unclassified list would be very
short. What are the advantages and rationale for classifying the
lists?

To what extent has the act been implemented in general and
when will full implementation occur?

7. Explain the screening process whereby the Bnergy Department
is permitted to screen applications for licenses, and to indicate
the types of exports it is interested in, and discuss whether
this screening process differs from the one employed for the
Defense Department. If it does differ, explain why.
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So that we can close the record of the hearing, please
forward the responsa to my requests no later than Tuesday, May
24, 1991.

Your cooperation will be appreciated.
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. - | UNITED STATES DEPARTMENT OF COMMERCE
Buresu of Export Administration
ot j Washington, D.C. 20230
Tts

January 13, 1992

Honorable Jeff Bingaman

Chairman, Subcommittee on Technology
and National Security

Joint Economic Committee

Washington, D.C. 20510

Dear Mr. Chairman:

Thank you for your letter dated May 7 regarding my April 23
testimony. I regret the long delay in responding, but I wanted
to ensure the replies to your questions are as complete and
accurate as possible.

Enclosed are my responses to your follow-up questions listed in
your letter. I hope the information is helpful in addressing the
issues discussed at the hearing.

Please note that for purposes of accuracy and consistency,
references to Export Control Classification Numbers (ECCNs) are
provided in the numbering system used in discussions at the April
hearing. The numbering system was revised on September 1, 1991.

You should be aware that the export licensing information
furnished herewith is protected by the confidentiality provisions
of Section 12(c) of the Export Administration Act of 1979. This
includes the enclosed printouts, both the version that contains
licensing information, including names of exporters and the
version that contains the same licensing information with the
exception of the names of exporters. This information is
provided to you as Chairman of the Subcommittee on Technology and
National Security of the Joint Economic Committee. Section 12(c)
states that such information may not be disclosed "unless the
full committee determines that the withholding of that
information is contrary to the national interest."

In providing this information to you, I would like to underscore
the importance of protecting the information from further
disclosure. The information provides details of U.S. exporters'’
business transactions. Among other concerns, release of the
information could discourage exporters from participating, or
being fully candid, in the export licensing process.
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If you have any further questions, please contact Mr. Mark
Neuman, Director of Congressional Affairs for Export
Administration on (202) 377-0097.

Sincerely,

. —

s M. LeMunyon
Ety Assistant Secretary
Export Administration

Enclosures

cc: Honorable Richard Armey
Ranking Minority Member
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Follow-up Questions from April 23 JEC Hearing

Question 1: Provide lists of exports to Argentina, Brazil,
China, Egypt, India, Iran, South Korea and Taiwan for the period
from 1988 to 1990. The list should be broken down for each
country and should indicate applications approved, rejected or
returned without action, referrals to other agencies, the type of
equipment and the end user. There should be one version
containing the names of the exporters and one sanitized version.

Answer: Enclosed please find two versions of the information you
requested, consisting of computer printouts summarizing
applications for licenses to export to the above-named countries
for the period 1988-1990. One version contains the names of
exporters and the other does not. Each version is divided into
separate reports for licenses that were approved, rejected, or
returned without action (RWA'd). The reports include the
following information for each export license application listead:
case number, dates of receipt of and final action on the
application, ultimate consignee (end user), ExXport Control
Classification Number (ECCN) for the item, description of the
item, end use of the proposed export, dollar value of the
proposed export, and record of interagency referrals. As
previously noted, one version of the printouts contains the names
of U.8. exporters in addition to the above-described information.

Please be advised that the information contained in the printouts
is protected by the confidentiality provisions of section 12(¢)
of the Export Administration Act of 1979, as amended. This
includes both the version that contains the names of exporters
and the version that contains the same licensing information with
the exception of the names of exporters. Section 12(c) states
that any such information may not be disclosed "unless the full
committee determines that the withholding of that information is
contrary to the national interest.®” :

Questjon 2: In his written . statement, Gary Milhollin cites 3
instances of exports to Iraq - one involving the export of lasers
to the Iraq military, a second involving the export of quartz
crystals used in radars, and a third involving frequency
synthesizers - in which the commodity control numbers assigned to
the items were also on the missile technology control list. They
therefore should have been referred to the State Department but
were not, according to Mr. Milhollin:

a) Were these items on the missile technology control list
and weré the license applications referred to State?

P

41-636 0 - 92 - 6
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Answer: Lasers are controlled under ECCN 1522. Of the items
identified under ECCN 1522 (lasers), only "equipment containing
lasers' and "measuring systems which have lasers" are controlled
under the Equipment and Technology Annex of the Missile
Technology control Regime (MTCR). Lasers themselves are not
controlled for missile technology reasons. Contrary to Mr.
Milhollin's allegation, a database search indicates that no
lasers were approved for export to Iraq between February 1, 1988,
and February 20, 1988. The database review further revealed that
the license Mr. Milhollin may have been referring to (B286904;
see Attachment A) was improperly classified under the ECCN
containing lasers and was subsequently properly classified under
1091. ECCN 1091 is not included on the MTCR Annex and therefore
would not have required referral to the Departments of sState,
Defense or Energy.

Quartz Crystals - Quartz crystals are controlled under ECCN 1587.
Of the items identified under ECCN 1587, only "temperature
compensated crystal oscillators' are controlled under the MTCR.
All other types of quartz crystals are controlled solely for
national security reasons. The two applications for the -export
of quartz crystals we believe that Mr. Milhollin was referring to
in his written statement (B290664 & B346115) were not referred to
State for review because the equipment did not meet the control
level of the MTCR Annex (see Attachment A).

Frequency Synthesizers - Frequency synthesizers and equipment
containing frequency synthesizers are controlled under ECCN 1531.
Only synthesizers containing controlled. standards or temperature
compensated crystal oscillators, and airborne equipment/receivers
and transmitters using frequency synthesizers are controlled
under the MTCR. No other type of frequency synthesizer is
controlled under the MTCR. The four applications for the export
of frequency synthesizers (D000637, D032605, D033332, and .
D055821) we believe that Mr. Milhollin was referring to ‘in his
written statement were not referred to State for raview because
the equipment did not meet the control level of the MTCR Annex
(see Attachment B’). . i

b) If the items were on the missile technology controls
list, why were they.not referred to State?

! Please note that the end use statement for license

#D055821° is the 'same as was provided in response to a separate
request from Congressman Barnard. The following phrase,
contained in the BXA database, was not included in the printout:
"According to our information the end-user is involved in

milita activity."
ry Y Infarmation furn
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Answer: As noted, the items in the license applications that we
believe were referred to by Mr. Milhollin in his written
statement were not referred to the State Department for review
because the equipment did not meet the control level of the MTCR
Annex. .

Cc) Were any of the items referred to the Defense Department?
If so, what actions were taken by Defense? If not, why not?

Answer: None of the license applications for lasers, quartsz
crystals or frequency synthesizers that we believe were referred
to by Mr. Milhollin in his written statement were reviewed by the
Defense Department, as agreed-upon interagency procedures did not
call for such referral at that time. Defense had delegated
authority to the Commerce Department for these particular items.

d) How do you respond to the criticism that the exports were
dangerous or sensitive technologies, intended for military
end users, and should not have been approved?

Ansver: Items which have been identified for control under the
MTCR are indeed sensitive technologies and should not be approved
to missile related end users. However, as noted, none of the
items that we believe was being referred to by Mr. Milhollin in
his written statement was an item meeting the technological
thresholds identified for control under the MTCR.

Question 3: According to Mr. Milhollin's testimony, a June 1990
GAO report stated that the Defense Department had informed
Commerce in November 1986 that the Iragi military facility known
as SA'AD 16 was involved in missile development, and that press
reports linked that facility with other weapons of mass
destruction. Mr. Milhollin also states that Commerce knew what
was going on at SA'AD 16 as early as 1985. How do you respond to
Mr. Milhollin's allegations?

Answer: SA'AD 16 is an Iragi research and development complex
located near Mosul. The facility containg some 76 different
laboratories and workshops. 8ome of these have been reported to
be involved in supporting the Iraqi missile program.

8ince the establishment of the MTCR, Commerce has not approved
any sales of items on the MTCR Annex to SA'AD 16 or to any other
facilities in Iragq. A March 1990 GAO report concluded that *"([w]e
did not find that any MTCR-restricted items had been approved for
export to Iraq since the effective date of the MTCR."

With the advent of the MTCR in April 1987, Commerce reexamined
previous approvals to Iraq. Two previocus license approvals for
computer exports were suspended based on information about the

Infarmation furnisied herewith is
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BA'AD 16 facilities and possible missile technology activities.
Although the computer systems covered under these two licenses
had been shipped, neither the operating software nor any
installation service had been provided at the time of the
suspension. We understand that without the software or
technicians to install the devices, the systems were rendered
useless. ’

Question 4: Mr. Milhollin testified that U.S. intelligence
officials began to brief other agencies about the Iraqi end user
network in 1987.

a) When were Commerce officials briefed by U.S.
intelligence about the Iragi end user network?

Answexr: Commerce officials regularly consult with the
intelligence community. We are not aware of any intelligence
briefings that were specifically about an Iragqi end user network.

b) 1Is it true that in 1989, the Commerce Department refused
to attend a meeting called by the CIA to discuss Irag?

Answer: We are not aware of any request for such a meeting.

Questjon 5: Was it appropriate for Commerce to approve exports
intended for SA'AD 16 after 1987? If so, why?

Answer: Commerce records show 11 approvals of U.8. dual-use
items to SBA'AD 16 after 1987. This equipment did not fall under
MTCR controls. We believe that these approvals, which included
personal computers, microfilm systems and various low level
electronic equipment, were consistent with the regulations and
interagency-agreed guidelines for approving licenses then in
effect. Ten of the applications were referred to the Department
of Defense and approved by that agency prior to issuance. In
addition, nine of these applications were for equipment
decontrolled consistent with multilateral agreement as of June
1990.

Quesgtion 6: Under the Missile Technology Controls Act enacted
last year as Title XVII of the FY1991 Defense Authorization Act,
the Commerce Department is required to refer all items on the
missile technology control list to the Defense Department for
consultation if the exports are destined for any "countries of
concern”.

a) Which countries and projects have you identified?

Information furnished herewith i3
suiject to the nrovisions of Sectisn
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Answer: The Export Administration Act (EAA) expired on September
30, 1990. Although the Defense Authorization Act was enacted
after the expiration of the EAA, the Administration continues to
maintain controls and procedures in existence prior to the
Defense Authorization Act to stem missile proliferation, and has
also taken additional measures this year.

There exist classified lists of countries and projects. The
country list is used to determine which export license
applications should be referred to the interagency Missile
Technology Export Control Group (MTEC) for review. The Defense
Department is a member of the MTEC. The country list is not
included here in order to avoid classifying this response.
However, Commerce would be glad to brief you and your staff on
the contents of the 1list.

Many missile end users are also included in Commerce's database
among the thousands of end users to which exports should be
carefully reviewed or denied. Due to security classificatioms,
additional names are not contained in Commerce's database but are
made know to special interagency working groups in connection
with the review of license applications. Again, these lists are
not provided here to avoid classifying the response. However,
Commerce would be glad to brief you and your staff about these
lists. .

As discussed at the April hearing, the Administration's Enhanced
Proliferation Control Initiative (EPCI) is a set of interlocking
export control measures aimed at stemming chemical and biological
weapons and missile proliferation. On March 13, 1991, the
Commerce Department published three EPCI regqgulations. Two
requlations were published in interim form -- imposing worldwide
controls on an additional 39 chemical precursors and establishing
controls on specific CBW-related dual use equipment and techmnical
data to 28 listed destinations (S8ee Attachment C). Those two
regulations went into effect upon publication. The thira
regqulation, which was published in proposed form, included new
controls related to exports to and participation in missile
projects. This regulation was completed and published on August
15, 1991. No specific projects were listed. Interagency groups
have been working jointly to formulate a public list of missile
‘projects. The Administration is bringing this issue to closure,
and we now expect a public list of missile projects of concern to
be published shortly. (8ee Attachment E.)

b) Administration officials said last year during the
defense authorization conference that an unclassified list
would be very short. What are the advantages and rationale
for classifying the list?

Inforpaticn furniched herewith i3
subject to thz2 sravisions ¢? Szctinn
12!2) of the Export Administration
Act of 1973, 50 V.S.C. App. 2411(c),
and its unauthorized disclosure is
prohibited by law.
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Answer: Publicly listing projects of concern involves a
balancing of two national security objectives: protecting
intelligence sources and methods versus improving the
effectiveness of the export control regime. The advantages of
publishing such a list are two~fold. It informs exporters of
projects and countries about which the U.8. Government has
concerns for missile proliferation reasons. Wwhen transacting
business in those countries in which a project is listed, the
exporter knows to be more alert.

The Administration supports the publication of a missile projects
list. The projects list provides guidance to U.8. exporters so
that effective industry compliance can be achieved.

c) To what extent has the act been implemented in general
and when will full implementation occur?

Answer: As noted above, the EAA expired on September 30, 1990.
The Defense Authorization Act would have amended tha EAA by
revising section 6 and creating a new section 11B. 1In Exacutive
Oorder No. 12730 of September 30, 1990, the President invoked the
International Emergency Economic Powers Act to continue in
effect, to the extent permitted by law, the provisions of the EAA
and the Export Administration Regulations. The Department of
Commerce is following a policy of conforming actions under the
Executive Order to those under the EAA, insofar as appropriate.

Consistent with the purposes and policies of Title XVII of the
Defense Authorization Act, Commerce has undertaken a number of
steps to implement enhanced missile non-proliferation centrols.
As noted in response to question 6(a), Commerce recently
published a requlation that expands controls on participation in
missile related activities. (S8ee Attachment E.)

Under this new rule, a validated license is required for
equipment or technology when the exporter is informed by Commerce
that an export may be intended for missile activities anywhere in
the world. In addition, this rule requires a license if an
exporter "knows" that an export is destined for a missile
technology project or country that will be listed in a new
Supplement 6 to the rule. The Supplement 6 list will be
published at a future date when it is finalized. When an export
is deemed to make a material contribution to missile activities,
the license will be denied. The rule also restricts
participation by U.S8. persons in missile related activities.
These restrictions on U.8. person participation extend to support
of any missile activities, through financing, freight forwarding,
or other comparable assistance.

Information furnished hererith i3
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In addition to the above, Commerce officials have participated in
interagency discussions on missile technology sanctions and have
proceeded to implement such sanctions consistent with the
objectives of Title XVII of the Defense Authorization Act. 1In
addition, Commerce officials have met with representatives of the
member countries of COCOM, the MTCR, Australia Group members and
the Nuclear Suppliers Group to discuss export controls for dual-
use equipment and technologies related to chemical, biological
and nuclear weapons and missile delivery systems. Commerce also
co-chaired the interagency group that reviewed the MTCR Annex and
proposed revisions to MTCR partners at recent multilateral
technical working groups.

Question 7: Explain the screening process whereby the Energy
Department is permitted to screen applications for licenses, and
to indicate the types of exports it is interested in, and discuss
whether this screening process differs from the one employed for
the Defense Department. If it does differ, explain why.

Angswer: The Department of Energy (DOE) reviews applicationms
subject to nuclear non-proliferation controls. These include
applications for commodities capable of producing or enhancing
the nuclear weapons potential of countries that do not have sound
nuclear credentials, e.g., countries not named in Supplements 2
and 3 to Part 773 of the Export Administration Regulations (EAR).
The commodities controlled for nuclear non-proliferation concerns
are identified in the Commerce Control List (CCL).

DOC has received several Delegations of Authority from DOE
concerning the review of applications subject to nuclear non-
proliferation controls. Therefore, applications for commodities
controlled for nuclear non-proliferation concerns may not require
referral to DOE if they meet certain criteria, such as technical
parameters and/or destination (see Attachment D, Supplements 2
and 3 to Part 773 of the EAR).

In comparison, the Department of Defense (DOD) reviews export
license applications of national security concern, meaning
transfers of sophisticated technology and sales of high
technology items to COCOM proscribed destinations, e.g., the
soviet Union and the Peoples Republic of China. Also, pursuant
to interagency-agreed procedures DOD reviews some applications to
WPree World" destinations when there exists a significant risk of
diversion to proscribed countries. The commodities controlled
for national security concerns are identified in the CCL.

DOC has several Delegations of Authority from DOD concerning the
review of applications subject to national security controls.
Therefore, not all exports controlled for national security
reasons are reviewed by DOD if the application meets certain
criteria, such as technical parameters and/or destination.
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CASE RECEIVED FINAL
RUMBER DASE - APPLICANT CONSIGNEE B DATE
8276103 aliloy COMSAT TELESYSTEMS INC PUBLIC TELEPHONE SYSTEM 111

ECCH - 1320 - AADIO-RELAY EQUIPMENY (SPECIFIED)

EnOUsE: TO ENNANCE CLAALITY OF LONG DISTANCE TELECOMMUNICATIONS THROUGH INMARSAT NETWORK.

¢ MOT RESTAICTED FOR NTCR, CHEMICAL/BIOLOGICAL, OR NUCLEAR NON-PROLIFERATION

812 mur INTERMATIONAL COMPUTER SYSTEMS MINISTAY OF IXQUSTAY 490124
ECCN - 1363 . COMPUYING EQUIPMENT, ELECIRONIC

ENDUSE: SYSTEMS ARE USED IN PROCE3SS CONTAOL FOR CEMENT FACTGAIES AND FOR GEMERAL ADMINISTAATIVE SYSTEMS.

000 AECOMMENDED APPROVE WITH CONDITTONS ON 12
* DOE RECOMMENDED APPROVE WITH CONDIYIONS ON lYl)ll hhddd

0219340 $71123 - PENRIL CORP MINISTAY OF HEAVY INOGUSTAIES 471202
ECCN - 1320 - RADIO-RELAY EQUIPMENT (SPECIFIED)

PAGE 1Y

ENDUSE:  THE EQUIPMENT OESCAIBED IN 9(B) WILL OF USED TO TEST FOR MADIO FREQUENCY [NYERFERENCE (l'l) ON PRODUCTS MANUFACTURED

BY THE ULTINATE CONSIGNEE.
**** NOF RESTAICTED FOR MTCA, CHEWICAL/BIOLOGCICAL, OR NUCLEAR NON-PROLIFERATION **°¢
s100000 [ 22N 4 AMERICAN TYPE CULTURE COLLECIT IRAQ AFOMIC ENERGY COMMISSION 330524
ECCN - 4798 - BACILAIAIFUNCI/PROTOZOA
ngust: SCIENTEFIC RESEARCH NOU FOR RE.SALE.
**es DOE RECOMMENDED APPROVE WITH CONOIVIONS OM 800323 **<¢
B201441 il LEYBOLD MERAEUS VACUUN SYSTEMS MESSER ESTABLISHMENT FOR MECHA 880210
€CCH - 109) - NUMERICAL CONFROL EQUIPMENT (SPECIFIED)
EMOQUSE:  CEWEMAL MILETAAY APPLICATIONS SUCHM AS JE! ENCINE REFAIR, ROCKETCASES, EIC.
s 00K ‘lCW(HDlé APPROVE WIFH CONOLTIONS ON 0802G4 *°°°
8282243 871203 TELEOYHE CEOTECH SCIEMTIFIC RESEARCH COUNCIL OE 8712)4
ECCN - 1363 - CONPUTING EQUIPMENY, ELECTROMIC
ENDUSE:  MICROEARTHQUAKE MONITOAING AND RECORDING.
**** DOD RECOMMENDED APPROVAL ON 871210 °*°**

0203310 [23Li] 1C VIAOLOGY L. 1Y OF mosuL [
ECCN - 4997 . VIRUSES/VIROIOS

ENDUSE:  FOR USE AS CONTAOLS IN THE PRODUCTION OF REAGENTS FOR USE IN THE GOVEAMMENT LAGOMATOAIES OF IRAQ.

“e¢* MOT RESIRICTED FOR MICR, CHEMICAL/BIOLOGICAL, ON NUCLEAR NON-PROLIFERATION *

811321 + LEYBOLO HERAEUS VACUUM SYSTEMS REPUBLIC OF IRAG as0120

« 1322 - LASERS/LASER SYSTENS

119,943

4330,000
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2 DOE RICLVIENDED APPRUVAL Li 88011 ¢

0209252 880104 FHERICAH TOPE CULIIRE COLLECTI [RAQ ATIEUIE FRIRGY CUBISSION  DADSOY sis
€CCH - CPPB - DACIERIAZIUNGE/PROTOIOA
eowsE:  SCOENTINIC RESEANCA MOI FOR WE-SALE,

eere QOE RECCOUILNOLD APPROVAL (NI BBOSDY **°°
02790490 eOnNI2 SIS (ORPORALICH DIICO HINLSIAY OF IkiEnioa anoo! 18,700,000

CEN - 1563 - COa NG TLOTPIERD, ELECIRONIC
EOUSET  FERSONUEL DATA BAST,FRINARILY (OR [NAIGARTION STAVICES 10 01 USCO A) AINFOANS AND BUADLR CROSSLUC SIABIONS.

eevs DCO RECHVIENDED APPAOVE VITH CONDIIELNS (v 880120 *
eses 0OE RLLUMINOID APPAOYE UItE CONDEIEONS ON BAOIOL “*°*
T N
4290888 edo112 H1A LAROBRICAIES INC SAMAN AL DN 880122 11,103,000
TTO - 1307 + OUARIZ CRYISIALS/ASSLNONDES FON CLECIROINIC WSE
EMOUSE: 10 O USED AS CORPONINE I AAOAR SYSIEH,

wees wOJ RESERICIED POR MECA, CHLALCAL/BJOLOGICAL, O KUCLUAK MINI-PROLIIEAATICN *°°¢

VAIC ESVARLESHRENE asoLyy (LAWY

s2928t0 030120 BLUE SEAS CORIDEALIIR) 150020
LEO0 2 1364« CLECIAGHIC ASSIAELIES L IMIECRATED CIaLINIS
EMDUSE:  FOR BLPAIR AKD SEXVICES OF LLECIAQUIC INSISIIENIS IN {RAQ AF ADOVL D

Aour,
esse DI RECCIVINDED APFROVE VIIN CONDITIONS OH 8A041] °**°

§273336 880122 ASHIORD IMICANATIONAL INC SALIA hARDU 891007 188,191
€00 - 1383+ COLPUTING EUIIFNENT, ELECTRONIC
ENOUSE: 10 BE USED 8T SILUENIS FOR ALSEARCH A1 IHE UNIVERSIIT .

0CD RECUWINDED APPROVE VILYH COUDITIONS ON 880730 *¢°*
STALE AECOHHENDIO APPAOVAL @19 B8DI20 *¢°¢
| bt NECHNENDLD AMPROVE V1IN CONDITIONS O BB0JO7 ¢

293038 enuNlS SIABASD LEVINIK LOATHIE AG  $IAFE ORGANIPALION OF NOAD L B 80222 . 18,500
LEC0 + 1384 « OSCHUOSCURES & CLowCLIIS 10R {SPLCITILL)
[NOUSE:  THE DEST (OUIPNCNT WILL SE USED §F SCL FOR OFLRATICH O EWE ATR IRATIIC CONINGL TQUIMNERD IHSIALLED AD 10C BASRAN
INTCANALIONAL ADRIMRT,

* OOE BOCLULHDIO AFPROVE VI TH CONDITIONS G4 BAD21P

AHILBNAT IONAL INC $ALIA LANOLEY § nR030Y 1,602
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* (HFOAMATION FURHISHED NEREWITN 1S SURJECT 1O IHE FROVISION OF SCE1lon
* B2(C) OF THE EXPORT AUMINISIRATIQH ACT OF 1979, 30 U.S.C. APP. N
¢ ALHLCY, AHD TTS URAUIHONIZCO Q1SCLOSUNE IS FAONEOITED DY LAW. .

cASL AECTIVED Fluag
HunuLA vAlL

**% 000 AECOHHMENULD APFAOVE w114 CORURTIONS OM 080823 **°*°

At 4.

ArrLICANI consienet vAreL vALuE

8343193 400802 HITEQ InC TECHNICAL AND SCLEHTIFIC MATLA 880922 13,300

€CCH - 132) - AMPLITIERS & RELATED EQUIPHENT (SPECIFIED)
ENOUSE:  THE ABOVE UNTIS WILL DE USED @Y TECH & SCIENTIFIC HATENIALS THPONTATION DIVISION. AS CAPITAL EQUIPNENT 1l THE FORK
1ee wHICH RECENIVED IH A MARUFACTUNING PAOCESING TNE CUUNIRY HAMEU 1M FEEM | & wILL NOT OE RE *

2 O0E RECOMMENDED APPROVE wIlN CONDITIONS OH 860N °*°°°

LS’I‘I" 880803 . TETA LABORATONIES [HC IRAQT TAADING CO . 880617 31,103,000

“TTUTECCH - 1387 - QUARTZ CAYSTALS/ASSEMBLIES FOR CAECTRONIC USE
ENDUSC: 1D DE USED AS COMPUNEMT L1 A CRUUND NADAR SYSIEN,

“*** NOT RESTALCTED FOA WICA, CHEMICAL/O1OLOGICAL, OR NUCLEAR NOH-PROLLFERARION “°°*

0346862 80805 TACTICAL ELECTAONICS CONP CLECINONICS AND COMPUTERS RESE 881013 B 442,830

€CCN - 1321 - AMPLIFIERS & RELATED EQUIPNMENE (SPECIFIED)
ENOUSE:  PROVIOE 1ICH AT BUBPUT PUNER FROM SIGHAL CENERAIDR ANRZOR CXCLIEN FON TESTING NADIO PATHS AMD ANTENNA PATEANS.

DOE RECOMNENDED APPROVE W1TH CONULITONS ON 880930 *

8lai020
ECCH - 4998 - OACTERIA/FUNLIIPROTOZO0A
EMOUSE: SCILNBIFEC RESEANCH HOI FOR RE-SALE.

4ees HOT RESTRICTED FOR MICR, CHIMICAL/BIOLOGICAL, OR NUCIEAR NOM.-PHOLIFERATION *=**

0810 AHERICAN TYPE CULIUNE COLLECTI VECHNICAL & SCIEWFLFIC MATEMIA 830816 s$2.112

0328873 080013 HERPHES {RIEANATIONAL INC IRAGE ALANAYS 080818 $10,023

ECCN - £301 - EQUIP.: HAVIGAIION/D.-FIRAUARIATRNORHE COIMUNICAT .
ENDUSE : FOR USE WL COMSLACIAL JET STAR, FALCON 20, 30 ANU UUEING 707, 22} Anb 737,

*¢** NOT AESIAICTED FOM KICA, CHMEMECAL/BIOLOCECAL, O NUCLEAR HON-FROLIFERATION ****

0349093 0008146 BOM CONPORATEON SALAN AL DI ESTADL] SIMERT 112,420
€eCr - 1364 - ELECTRONIC ASSEMOLIES & INTEGNATED CIACULIS
EMOUSE: UPCRADE CUSTOMER'S [OM AT (80) 1O PADVIOE A CAD CAPADILIIY,

**%* 000 RECOMMENDED APPROVAL ON 881018 °

03as102 ae0ste 00N CONTOAATION : HONSOUR FACIONT 80319 t0,200

ECCH - 1574 - ELECTRONIC OCEVICES, SUPENCONDUCTING
ENOUSE: THTECAATION IN10 A CAD/CAE/CAM SYSTEN 10 SHPP:}II T1L AND CHOS DESICN.

r .
"Tet HOT HUSERICTED FON ATCI, CHEHICAL/O101OGICAL, OR HUCLEAR HOH-PROLIFCRAILON ¢
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* INFORMATION FURNISHEO HEREWITH 135 SUBJECT TO THE PROVISION OF SECTION
. (C) OF ThE [l'ﬂll AOMINISTRATION ACT OF 1979, 30 U.$.C. APP. .
. UNAUTHORTZEO OISCLOSUNE IS 'lm‘ll"(ﬂ oY Law. .
. B I N T T T Y PRI YT T YT
CAst RECEIVED FINAL
NUKBER OATL APPLICANT tulllﬂl(l DATE vaLut
s 90882 wIL0 LEITI LYD ﬂlll"l' 0' DEFENCE 0318

ECCN - 1363 . COMPUTING EQUIPMENT, ELECTRONIC
Inpuse: THE ABOVE IS OMLY A PERIPHERAL FOR A COMPUTEA AND DOESH'T HAVE A POR,

#9404 000 RECOMMENDED APPROVAL ON 990312 *
(21F311) 890310 CENTRAL ENGCIMEERING INFL CO 18AQI ALRwAYS 90310 12,429
ECCN - 1563 - COMPUTING LQUIPHENT, ELECTRONIC
ENDUSK:  FOR USL 1N AIRCAAFT ENCINE TEST FACILITY.
¢eee DOD RECOMNENOUD APPAOVAL ON 890312 *°*¢
0302341 #0334 . POXER TECHNOLOGY INC RESEARCH CENTER 890400 LER A
ECCN - 130 - COMM. /OETECT./TRACKING EQUIP,, U-V/I.R/ULTRASONIC
ENQUSE:  DEPARTNENT APPLICATION/QPTICAL COMMUNICATIONS

MOT RESTRICTEO FOR MTCA, CHEMECAL/BIDLUGICAL, OR NUCLEAR MON-PROLIFERATION ****

MW7 COMTEC INTEANATIONAL INC GOVERNRENT OF IRAQ sl N nag
CH - 1331 - FACQ. SYNTMESIZERS & £QUIP. CONTAINING (SPECIF.)
CROVsSC: SPARE PARTS ARE TO 8T UTILIZED TO REPALR EXISTING PE.100 SEAIES MANONELO MAOIOS FOR TNHE WINISTRY OF INTEAIOA-CIVIL
DEFINSE-THAT ARE USED IN THE COMNUNICAIION OF FIELD AGEMES OF THE MINISTIAY.

*"*¢ NOT RESIALCTLO FOR MTCA, CREWICAL/OIGLOGICAL, OR NUCLEAN NOM-PROLIFERATION **°*

000043 aellor COMIEC INTERNATIONAL INC COVERNMENT OF IRAQ "l $16),313
ECCN - 1317 - RADIG TAANSMITTERS/XMITTER-AMPLIFIERS (SPECIFIED)

OESKTOP MOUNTED FIXEO STATLON RADIOS ARE 70 BE UTILI2EO AS BASE STATIONS FOR THE USE OF COMNUNICATING WETM THE FIELO
ACENTS FACM THE MALN STATIONS WITHIN THE MIMISIAY OF LNIERIGR CIVIL OEFENSE GROUP,

#4%* NOT REITAICICO. FOR MICA, CHEMICAL/SIOLOGICAL, ON WUCLEAA NON-FROLIFERATION *°°°

Loy HEWLETT PACKARD COMPANY STATE ESTABLISHMENT FOR RIAVY 801119 812,48
1343 - COMPUTING EQUIPNENT, CLECIRONIC

THT OROTRED PRODUCTS WILL 88 USED 1D PILOT 3 MEASUAING MACNINES, MANUFACTURED BY REMAULT AUTOMATION. TMESE MACMINLS
WILL 8 USED TO CONTROL THE QUALITY OF PARTS NANUFACTUAED BT TKE ENDUSER. TKESE PARTS ARE USED IN THE OIL GUSIRESS.

0000733
(<]
(L1

¢o** 00D RECOMNERDED APPROVAL ON B01LLE *¢°¢

0001974 sl RECAL INTERNATIONAL 1NC IXOUSTAIAL PROIECTE €O s 11,148
€CCN - 1370 - TRERMOELECTRIC MATERIALS/OEVICES (SPECIFIED)

ENDUSE:  ABOVE ITEMS VILL BE USID BY THE ULTIMATE CONSICNEE FOR RESTARCH FO MAKE SMALL REFAIGERATCAS, COLD SATN AND 10
OEVELOP WEA TECKNIQUES IN INE FIELO OF KETAT TRAwSFER

00 RECCMMENDED AP'&GH WITH CONDITIONS ON 881223 ***°
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* INFORMATION FURNISHEO WEREWITHM IS SUBJECT 10 IME 'IGVIHOI DI SECTION

* 12(C) OF THE EXPOAT ADMINISTRATION ACT OF 1979, 50 U.S.C. b
*  2411(C), ANO ITS UNAUTHORIZED DISCLOSURE ll PRWII"(O Y I.A'. .
D T I P T T T T T T sesescccrrnione

CAsE RECEIVED FINAL
NUMBER OATE APPLICANT CONSICNEE OATE vALUZ

*+o% DD RECOMMENDED APFROVAL ON 090627 *¢°*
0032390 090423 AMDAEY CORP IRAQL TELECOMM & POST 250726 s12.007
ecen

1926 - CABLE, COMMUNICATIONS/OTHER COANTAL
ENDUSE: 70 BE USED FOR MICAONAVE TRANSMISSION AND RECEPTION OF VOICE/OATA TELECOMM UMICATIONS.

*e** DOE RECOMMENDED APPAOVE VITH CONDITIONS ON 830726 *°*°*

0032603 090626 HITEQ INC KINISTAY OF TRADE 890708 43,500
CCEN - 1337 - MICROWAVE EQUIPNENT (SPECIFIED)
ENDUSE:  THIS UNIT wILL BE USEQ IN IAAQL MATLONAL RADLD LINK COMMUNICATION METMOAK OEVELOPNENT

**%° MOT RESTAICTED FOR MTCR, CHEMICAL/BICLOGICAL, OA NUCLEAR MON.PAOLIFERATION *°**

0032608 090624 MITEQ INC MINISTRY OF TRAGE 150704 $22,21%
ECCH - 1320 - RADIO-RELAY EQUIPMENT (SPECIFIEQ)
ENOUSE:  THIS UNIT WILL O€ USEO IM IRAQL NAIIONAL AADIO LINK COMNUMICATION MET¥OAX DEVELOPMENT

*ec* NOT MESTAICTED FOR MICR, CHMEMICAL/OIOLOGICAL, OR MUCLEAR XON-PROLIFERATION ****

0032603 I'ﬂl?‘ MITEQ INC TECHNICAL & SCIENTIFIC MATEAIA 090704 416,300
- 13 - FREQ. SYNTHESIZERS & EQUIP. CONTAINING (SPECIF.)
ENDUSE: Vlﬂs UNLT WILL BE USEC IN IAAGI NATIONAL RAGIO LIMX COMMUNICATION WETWORK DEVELOPMENT

**** MOT RESYAICTEC FOR MTCA, CHEMICAL/BIOLOGICAL, OR NUCLEAR NOM-PROLIFERATION ***¢

0032604 90628 MITEQ INC TECHNICAL & SCIENTIFIC MATEALA 870704 $16,300
ECCN - 1337 - WICAOWAVE EQUIPMENT (SPECIFIED)
En0USE: THESE UNITS WILL BE USED [N IRAQI NATIONAL RADIO LINK COMMUMICATION NETWOAX CEVELOPMENT.

*e*¢ NOF AESTRICTED FOR WICR, CHEMICAL/BIOLOGICAL, OR NUCLEAR NON-PROLIFERATION ¥+

0033199 s%0701 HEWLETT PACKARD COMPANY STATE ESTABLISHKENT FOR HEAVY 090708
€CCN - 1363 - COMPUTING EQUIPMENT, ELECTAQNIC
ENDUSE: THE GROERED PACDUCTS WILL 8F USEQ FOR DATA ACQUISITION ON THEIR MEASURING MACHINES MANUFACTUARED BY RENAULT
AUTOMATION. WE WAVE ALAEADY OBTAINED A LICENSE PREVIOUSLY IN NOV.80 UNDEA CASE NO. 0000733

* 000 RECOMMENDED APPROVAL ON 090707 *°°*

0033200 %0701 HEWLETT PACKARD COMPANY STATE ESTABLESKNENT FOR MEAVY 890708
ECCH . )34 - COMPUTING EQUIPHMENT, ELECTRONIC
INOUsSE: THE ORDEAED &PRODUCTS 'lll BE USED FOR DATA ACQUISITION ON THEIR MEASUAING MACHINES MANUFACTURED BY RENAULT
AUVW"U . WE WAVE ALREADY OBTAINED A LICEWSE PREVIOUSLY IN MOV.88 UNDER CASE NO. 0000733,

*¢¢* 000 NECOMMENDED A'?IOVAL ON 830707
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* IHFORMATION FURNISNED WEREVITH IS SUBJEC! TO IME PAOVISION 0’ SEcitom  *
* 12(C) OF THE EXPORT ADMINISIRATION ACT 07 1979, 30 QI $.C. arp .

CASE RECEIVED [2LL1%
NUMBER DATE * APPLICANT CONSICNEE DATE

h
! m 290626 MITEQ INC MINISTAY OF TAAOE TECHNICAL & #3020) 827,150
N - 193] - FREQ. SYMFHESIZEAS & EQUIP. CONTAINING (SPECIF.)
ENDUSE:  THESE UMITS WILL B USED IN IAAQI NATIONAL AADLO LINK CCMMUNICATION NEVWORX DEVELOPY.

esee NOT RESTRICIED FOA ‘"Cl, CHEMICAL/BIOLOCICAL, OR NUCLEAR NON.PROLIFERATION °°**

0033334 90424 MUMASTER CARR SUPPLY STATE ENTEAPRISE FOR PIPELINES 890704 33,348
ECCN - 1329 - MEASURINC/CALIBAATING/TESTING EQUIP., ELECTADNIC
ENOUSE: MEASURE AIR YELOCITY AND VEMPEAATURE

* 000 ACCOMMENDED APPROVAL ON 830703 *°**

0034149 090703 SILEMENS CORP MINISIAY OF INDUSTRY ARO MIMER $20713 $78,840

ECCN - 134) - COMPUTING EQUIPMENT, ELECTAONIC

ENOUSE:  EQUIPHENT WILL 8E USED IN THE MATERIAL CENTER OF THE DIRECTONATE OF TECHMICAL EQUIPMENT OF THE MINISTAY OF IRGUSTAY
AND MINERALS UNDER THE SUPEAVISION OF DR, AL MUNOHERI, HEAD OF NATEALAL INVESTIGATION. FOR €ND USE INFORMAIION SEE
ATTACHED BXA-$22P-A EQUIPMENT WILL BE USED FOR QUALITY TESTING IN VR FIELD OF MATERIAL SCIENCE TECHNOLOGY. 1T MILL
ALSO BE USED FOR CONTROL OF TWO X.AAY DIFFRACTION SYSTENS 0300 (MARUFACTURED BY SIEKENS IN FAC), AND FOR AUTOMATIC
EVALUATION OF THE FOLLOYING OIFFMACTIONAL ANALYTIC WETHOOS: PHASE AMALYSIS ANO MICH-TENPERATURE ANALYSIS OF MINERAL
POWOERS , STAESS AND TENTURE ANALYSIS OF MINERAL SAMPLES SUCW AS: AL, FE. NI, CU, YL, EFC,

+e** DOD RECOMMENOED APPROVAL ON 690710 *

0034333 "oro? TMTERNATIONAL BUSINESS MACHINE UNIVERSITY OF TECHNOLOGY 90500 $300,000
ECCM - 1363 - COMPUTING EQUIPMENT, ELECTRONIC
ENDUSE:  THE EQUIPMENT WILL BE USED FOA TEACHING 10 WAITE SOFTWARE: PROCAAMMING EOUCATION; AOMIN OATA BASE (STUOENT LISIS,
ADDRE3SES)

***® 000 RECOMMENOED APPAQYAL ON 090317 °°*°°

D03es02 s1orar OROXN & ROOT INC STATE QRGANEZATION FOR OLIL PRO 890809 43,400
ECCN - 1326 - CABLE, COMMUNICATIONS/OTHEA COANIAL
CNDUSE: ¥ILL BE PROCESSED 110 AN QKL EXPOAT TEAMINAL TD BE MANUFACTUNED IM IRAQ. CAUDE OIL WILL 8& €XPORTED.7/27/8Y
CONTACTED MA. WULFISH FOR AEQUESTED INFQ 7O OE RETURNEO 10 ME WEIRIN 7 WORKING DAYS.LS,

**** DOE RECOMMENDED APPROVE WITH CONDITIONS ON 930808 °**°

0034633 a0ony INTERNATIONAL COMPUTEN IV"(N! KINISTAY OF OIL THE STATE GNIE 490724 130,000
£CCN - 1363 - COMPUTING EQUIPHENT, ELECTRON.
. ENOUSE:  THE SPARES ARE ALQUIRED T0 Il'l“ AlB HAINTAIN SEVERAL POP 11734 SYSTEMS ORICINALLY SUPFLIED 8Y KEC OF JAPAN ANOUT

TEN YEARS ACO (LICENSE NO. UNKNOWN). TNE ll!"l‘! ARE USED FOR MONITORINT TENP AND PRESSURE ALOND GAS LINIS.
**** DOD RECOMMENDED APP‘UVAL ON 830718 "ot

0038794 90724 I'IAIA GENERAL CORPORATION MINISTAY OF DEFENSE 830912 $J24,000

e 1
Higegh s

R

L91
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APPROVED LICENSES 10 1RAQ PACE 60

*  INFORMATION FURNISKED KEREWITN 18 SUBJECT 10 TNE PROVISION OF SECTION *
® 12(C) OF TRE EXPORT ADMINISTRATION ACT OF 1979, S0 U.8.C. APP, .

* 2411(C), AND 1T$ UNAUTHORLZED OISCLOSURE IS PROWIBITED BY LAV, .
st RECEIVED FINAL
MMBER DATE APPLICANT CONS IGNEE DATE VALUE

ENOUSE:  TRE VAXSTATION 3100 WILL BE USED DY BAGHOAD UWIVERSITY TO TRAIN UNIVERSITY STUDENTS ARCNITECTURAL AND CIVIL
ENGINEERING DRAFIING USING GOS SOFTWARE FROM MCOONNELL DOUGLAS.

DOD RECOMMENDED APPROVE WITH COMDITIONS OW 900214 *

0033432 891006 WED TEK INTEANATIONAL LTO STATE COMPANY FOR DRUG (NDUSTA 891018 81,380
SCCN - 1363 - COMPUTING EQUIPMENT, ELECIRONIC
ENOUSE:  SPARE PARTS ARE NEEDED YO ASSURE OPERATION OF CT-SCANNER AT BAXRA WOSPITAL. (PFIZER MODEL 0450). TNESE PARTS ANE
NECESSARY FOR SEAVICE AND REPAIR AMD TO INPROVE THE QUALLITY OF THE CURRENT SCANS. TXE NOSPITAL IS UMCENTLY AWAITING
TRESE PARTE,

DOD RECOMMENDED APPROVE WITH CONDITIONS OM BP1017 oeee

891012 . KEVLETT-PACKARD COMPANY SALAN AL OIN ESTABLISHMENT 101 139,533
CCN - 1531 - FREQ. SYNTMESIZERS & EQUIP, COMTAINING (SPECIF.)
EMOUSE:  ENOUSE INFORMATION: THE ORDERED PRODUCTS
VILL BE USED 5N CALIBRATING, ADJUSTING ANO TESTING ON A SURVEILLANCE RADAR SUPPLIED BY TOMSOM.

aeee yoT RESTRICTED FOR MICK, CHEMICAL/BLOLOGICAL, OR MUCLEAR WOM-PROLIFERATION *¢**

0036159 091010 VEINDERGER AG SCIENTIFIC RESEARCN CENTER 691020 $350,000
£con - 1572 - NG § )
EWOUSEr  RESEARCH ON MECKANICAL MOVEMENTS AND AWALTSIS OF BEWAVIGUR OF MECANICAL PARTS.

*+%% NOT RESTRICIEO O NICH, CRENICAL/BIOLOGICAL, OR MUCLEAR KON-PROLIFERATION o0es
00S6234 91013 - WACLIBURTON LOGGING SERVICES  ARAB VELL LOGGING CONPANY 891116 178,904

ECCH - 1543 - COMPUTING EQUIPKENT, ELECTROMIC
ANOUSE: 1O BT USED BY ULTIMATE CONSIGREE FOR OIL VELL LOGGING SEAVECE OPERATIONS I |

*=4¢ DOD RECOMMENDED APPROVE WITN CONDITIONS OW 891024

0058407 91012 FREEPORT -MCHORAN INC RISURAG SULPIUR STATE EMTERPRI 900226 386,135
ECCH - 1583 - COMPUTING EOUIPMENT, ELECTRONIC
EOUSE) PO USE VITH PROCESS CONTROL STSTEN 1N SULPWUR PURTPICATION PLANT SEIRS SOLD 1O KISKAAG STATE MAPNUM ENTERPALEE,
IRAG. SEE ATIACKED DOCUMENTS.

DOD RECOMMENDED Am:ﬂ! VITN CONDITIONS ON 900131 !

DOE RECOMMENDED APAROVE WiTH CONDITIONS ON 900222

0058030 891019 MENPHIS INTEANATIONAL INC IRAGL AIRWAYS an218 32,261,030
acen - 1488 - 3 )
EWOUSEY  FOR USE ONLY ON COMMERCIAL BOEING 707, 727 AND 747 AIRCRAFT OMMED AND OPERATED BY IRAGI AIRWAYS, 1RAQ'S FLAG
CARRIER.

891
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Part Vi

Department of
Commerce

Bureau of Export Administration

= a 15 CFR Parts 770, 776, 778, and 799
= Expansion of Foreign Policy Controls on
= B Chemical Weapon Precursors; imposition
__,% % of Foreign Policy Controis on Equipment
% and Technical Data Related to the

Production of Chemical and Blological
Weapons; Interim Rules

15 CFR Parts 771, 778, and 778
Imposition and Expansion of Foreign
Policy Controls; Proposed Rule
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carccipatcen. snd a ceiay 11 effectve
cale. are mnpuu:ani: because vus
TequiaUOd ivoives a foreign ana
Taiitary aifairs funcuon of ke United
S:ates. No other iaw requures that &
nouce of preposed ruiemaieng and an
cpportuntty for pudiic comment te gven
f2r us rute.

However, because of the imporiance
cf the 1ssues ra1ved by these regulatons.
tus rule is 1aaneq W intenm form end
<omments wil be considered i the
deveiopment of final requatons.
Accordingly. the Deparzent encourages
rested Sersons who wisa to
~ment to co 30 at Lhe earyest
s2ss1ble ume to permut the Auilest
csnsderaton of thewr views. Comments
©7 the CONTACt JARCTTY Jrovisions
szntawned in this ruie are especiaily
encouraged.

The period for subrussion of
ccmments will close Apri 12 1991, The
"epa.runem wiil consider ail comments
recewved before the ciose of the
comment penod ia developmg ‘Lnl
r C. d aiter
the end of be comment 'enod wil be
considered if possible. but thewr
consideration canaot be assured. The
Department wiil aot accept pubiic

y a req

‘hat & part or ail of the materiaj be
ested confidentially because of its
Susiness propnietary narure ot for any
ather reason. The Department wuil
rerumn such comments and matenais to
the person submitting the com=ents and
will ot connder thex in the

Faderal Reguiauons. (nfonzanen sbout
‘e inspecuon and copylng of recoras at
e (sciiity may be obtawted Som
Margaret Comejo. Bureau of Export
Admunistranon Freedom of {nformaton
Ctficer. at the sbave aadress or by
cailing {202] 3773853,

LUist of Subjects tn 1S CFR Parta 778 acd
]

Exports. Reportung and recordkeeping
requirecents. )

Accordingiy. parts 778 and 799 of the
Export Acximatazon Reguiatons (18
CFR paris 730-799) are a=enced as
- we
i The authonty citaten for 1S TR
carts T8 and 799 conunues 1o read a3
fzilows:

Authonity: Pub. L 96-72 93 Stat. 503 (50
U S.C. app. 2401 #f 300.]. a9 amenaed Pub. L
35=223 of Decemer 38 1977 (50 U.S.C 1701 et
2£0.4. £0. 12730 of Sepremoer 30 1990 {$S FR
40373, Octooer 2 1990k £0. 12735 of
Navember 16 1990 (S5 FR ¢8587, November
9. 19901,

PART 778—{ AMENDED)

177819 (Amended]

2. Section 778.19 is amended:

a. Sy removung paragrapa {aj(ii) and
radesignating paragrapas {a){1) and
{aj(iii) as aew paragraphs (a)(1} and
(a}{2). respecaveiy;

t. By revising paragraphs (b) and {e};

c. By removing paragrapa (i)

d. By redesignaung paragraphs (f). (g).
anrd (h) as new paragrapas (g), (b}, and
{i). respectively:

e. By adding s new parsgraph (f):

f By remowviag paragrapa (1} and

of final i All
publx: on these i
will be a macter of public recard and
will be avaiiable for public i

and copying. I the interest of accuracy
and compieteness, the Department
requires comments 1o written form. Oral
comments must be foliowed by writtea
memoranda, which wiil also be a Datter
of public record and wiil be avaiiabie
{or pubiic review and copying.
o fom ag of the
United States Covernment or forewgn
governeats will not be made svauable
for pubiic inspection.

Tae public record con:zrmng tbese
reguistons will be in the
Bureau of Export Administration
Freedom of Informaticn Records
Inspecuon Facility, room 4528,
Ceparment of Commerce, 14th Sireet
and Pennsylvenia Avenue, NW.,
Washi DC 20230. R ds in this
facility, i.u:ludina wntten 9u'nuc

the sub ol oral

may be inspected and coplcd o
accordance wath regulacons published
in part 4 of titte 15 of the Code of

paragraph (m) as new
pangnph {a):

g. By redesignatng paragraphs {j} and
(k) as new paragrapns (1) end (m).
respectively: and

h. By edding new pargraphs (j] and
{X). as (oilows:

§778.19 Chemical and biological sgents,
() Unless one or core of the criteria
stated in paregraphs (c} through (k) of
thus secgon are met, applications to
export the goods in ECCNs 47988, 49978,
and 49988 will generaily be denied to

49388 fom the United States to lran,

“liraq. or Syna s February 22 1989,

1) The contract sancuty date for
exports of the following chemicais from
e Uruted States to ran or lrag s
rebmary f=N 19&9‘ Dimethyl

=ethyl

d.chlonde. mcmylpho-phonyl d.aﬂuond!.

shospbarus oxychionde, and
diglycol. The

ity date

" for expors of the followang chemucals

Zom the United States to Syria is
Februlry = 1968 Dumd:yl

rlonde, and memylphunphanyl
uonde

{i} The contract sancaty date for
exports of ciemicais controtled by
ECCN 4798B from the United States to
ail destnations (except iran. Iraq, Libya,
or Synaj is March 7. 1991, except for
appiicauons to export the following

ia: 2 ohl manal di "

ity dimathvl nhesah
Zethy
imethy] hud hosmhi
5 ydrog 13
hvinhosohantl dichiard
Tethy ¥
hvinkosohanvi difluard
hylphosphony
n 'y hloride ahenh
“3 OXYy P,
wichloride, thiodigl! thionyl chlorid
hanal wol
hite. (See also pha (h) and

{i] of this section.) This provision does
not apply to exports to Country group Z
or to military or police entities (n the
Republic of South Africe. For exports to
Iran. {raq. Libya. Syria. ses paragraphs
(<) through (g} of this section.

(k) The contract sanctity date for
reexports of chemicals controlled under
ECCN 47988 to any destination (except
tran. lraq. Libys. or Syria) is March 7,

1991, The contract sanctity date for
reexports of these ckemicals to lran.
Lraq, Libya. or Syria is Decamber 12,
1589. This pravision does not apply to
exports to Country Group Z or to
military cr police entities in the Republic
of South Africa.

PART 799—{AMENDED]
Supplacent No. 118 § 7981  [Amended)

Libya. iran. lrag. and Syna. A|

wiii generaily .be approved to ather
desanagons, except where there is
reason to believe that those goods will
be used in producing chemicai or
bioiogical weapons or will otherwise be
devoted lo chemical or brolegical
warfare purposes.

{e} The contract sanctity date for
exports of items w ECCNs 49978 and

3. Ia Suppl No. 1 to Section 799.1
(the C. dity Controi u:l).
C di Gmp 7 (Chemi
etall Brod and
Related Ml(muh). ECG‘ 47960 is-
umeuded by rw-mn. the List of
pry as foll

4AT98 Precursor and Inturmedinte
chemicais used Iy the producton of
chemical wartare sgenta.
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Ust of Cherrecata Controfed by £CCH
4TS

iSee Supplemem No. 1 to 799.2.
interpretston 23 Precersor Chemucaus.
fer synomyms {or the folowmy
cremicals.)

(B (C.AS, #733-59-3)
Mettryl phosphowous diftornde
Methylphominny diftuonde® ¢

{39) {C.AS. 2678-—47-1)

1H{CAS F134149-71 A
I
(11{C.AS. 87784~34-1) Arsenuc
nchlonde
(3) (C.AS: "= 76~33-7) Benniic acsd:
[4)IC.AS #10°07=3) 2-
Chlaroewnarol:
(5} (CLAS. =78-18-6) Diethyl
ethylohospaanate:
18} (C.A.S. 21571541-0) Dietsyi
Ziethyiphosphonite;
(T} (C.A.S. =2404~03-7) Diethyl.N.N.
dimethylphosphoroamidate,
(8) ll!‘:"-\s & 782-09-8) Diethyl
sho
{9 (CAS F100-37-3) NN-
Diethylethanolszine:
( 0) (CAS. "SMW-G] N.N-
A.beta waai:
(11) (C.A.S #96-8U=0) N N-
el !
(m (C.A.S. S06-79-7) N.N-
Diisopropyl-.bem.-ammoethyl chioride:
{13) {CAS. 310&1“)
Diisoprop;
{141 {CAS 8519—75—3) Dimethy!
ethylphospbanate:
(15) (CAS. =7‘5-7H) Diethyi
nethylphospao
(16) (C..&S. M—S) Dme.hyl

phosghite);

(17 (C.AS. £124-40-3)
Dimethylamine: -

(18) (CAS. = 508-59-2)
Dimethrylamine hydrochioride:

(19) (C.A.S. #57856-11-8) O-Ethyi-2.
diisopropylaminoethyl
methylphosphoaite (QL):

(20) {C.ALS. #1498—40—4)
Ethylphosphonous dichloride
[Ethyiphosphinyl dichloride); *

(21} (C.AS. 2430-78-%)
Exhylphosphonus difluonde
{Ethyiphosphinyt diflucnidel; *

(22) (C.AS. 31008-50-8)
Etkyiphosphanyl dichloride:

23) [C.AS. #753-98-0)

Ethy| lphoaphonyl difluoride;
(.lld(f.l\s. 7664-39-3) Hydrogen

(25} {CAS. £3554-74-3) 3-Hydroxyl-

l-methylpiperidine:
(28} (CAS. 278-89-1) Methyi

Benzilate:

W INCAS. s678-2-5)

sd

[Metbyipbosphinyl dicloride}: *

—_—
! Chomical nawwe wsad alswasbare 1 e Lint of
Ciemcals for s SCOY OV
¢ See loctnote 1 ta this ZCON IRA.
¢ See faethots 1 te this ECON ¢79a8

Norway. Porregal. Soaia. Switsertand.
Turkey, and dee Unoted Kingsdom.
(1) (GAS. M3a-48-7) Ammoamm Fydrogra

135) |C.A.S. =75-37-8) Pinacoioar:

136) {CAS. #464-07-3) Pracauyl
alconol

137) {C.A.S. =151-50-3} Potassium

(38) (C.A_i & 7789-3-3) Potnasiurn
al 154

{39} (CA S =7780-23-9) Potassuum
hydrogen Sucnde:

(40) (CAS. #1810~34-~7] 3-
Quunuchidinol:

(41 (C.AS. ®I731-38-2) 3-
Qunuclidinone:;

(42) (CA.S. 21333-83~1) Sodiuzn
bifluonde:

(43) (CAS, $143-33-9) Sodium
cyanide:

{¢4) (C.AS. =7881—49—4) Sodiam
fivoride:

(45} {C.A.S. =1313-82-2) Sodi

Methy lphosphorryl dichionde: Acd ammorsas Jwande

{30] (C.AS. #678-0-) Anmouus Wlwands
Methyip? honyi diffoonae: Ammonjum hyd::s:ﬁd'
OR::L(‘S-"A":& s }m—i.‘dl Poospoorus Ammoaum hydrogen bifluonds

4 X Ammonrezs bydrogen diffoonde

. L (33{CALS. =10028-13-8) P norus | - i

peatachionde: - (2] {(CAS. #7784-34~1) Annuc C1chiande

{23) {C.A.S. =1314-80-3) Fhosphoras Arsemic {UN chionds
pentasulfide: Arsenous caionds

{4) (CAS. £7719-1-2) Paspharus Funng bowd arsene
wnekionde: ‘nctorousiae

ICAS. FT-@-7) Beantic and

-aiona_aipha-Diphenyi-.alpha.-
Aydroxysceuc acid
Siohenytgloyeolic acd
-aiphaaiphs.| Dl;hn:ylﬁnohc wad
Owhen
.ai1pha.-Hydroxy-. L{anhanyl-nn: ncid
2-Hydroxy., c sod
-upba-Hydraxyaipbe.-
paesyieassasacruc md

de.'v

ylacsas ac,
(4 (CA} SWr-ar-3} lchlnmol
2-Chloro-1-sthanal

suifide:
(48] (C.A.S. #111-48-8) Thiodiglycol:
(€7} (C.A.S. S7719-08~7) Thicnyt

(48) {C.AS. £102-71-8}
iamune

{49) (CAS. #122-52-1) Triethyi
phosphite: and

(50) {C.AS. £121-45-9) Trimethyl
phosphita

4. In Supplement No. 1 to § 7901 {the
Commodity Controi List}, Commodity
Croup 7 {Chemurals, Matalloids.
Petroieun Products and Reiated
Matenials), ECCN 5798F is removed.

yl chlonde
(S} (CAS. lm Daﬂhyl
ethyiphos;

Etylphospbome Acd dlethy! ester
(8] (CAS. #135713-41-0) Diethyt
metdylpbosphortite
Diethoxyrastrytphosphine
Disthvt methanaphosphorite
0.0-Distiyt medyipbosphanite
Metyldiethax|
o diethyl ester

ipbospbancus
{71 {CAS. #2406-03-7) &llﬁyls\.N-
dipeth;
‘L’d-mnmi0.0’duthyl
Dlemy‘l emmmdm

Dimethtytphosphormaudic acid diethryl ester
(ul (CAS. $743-04-9) Diethyt phosphute

Suppiameat No. 1 to § 7982 (A ded]

5 Io Supplement No. § o § 7202
(lnterpretatioas}). lnterprewsnon 23
(Precursar Chemicals) is revused to read
as {nilows

Diethyl acd phosphuts
Diethyl hydrogm pbowphuts
Diethyo pbosphanate
H disthyl phasphite
(91 {CAS. ,00-37-8) NN-
= :

P ZX Precursor C feals
ToDowirg m s listing of chemicals
congolled by BCCN 47948 that mciades their
Chermical Abstruct Sernioe Regraary (CAS.)
(las

NN-Disthyl-2-aminoethanol

Oiethyl 2-bydruxyetiyljamune
N.N-Diethpi-N-{.betu.-hycroxywethyl Yamine
N Diclh! -2hydroxyethylezune |

D

names) Them requxe & valid » £k 1 -
licwsw w ol A & Di
Austna.
NN-Durtryimoss ttmoolamine
Federsi Republic of Cermany, Pranca. drox " lamine
Creeca, lcatand, lreland, [taly. Jspan. (1:“ yeisyiidia ity

Luzembourg. the Netheriands. New Zasland.

* Sov fesmets 1 te thls ECIOY OWB

2
(10) {(CAS. 8330-07-4) NN“'MD)‘I-
ZWI sthanethiol
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Cusoprepyisqunocetasehiol
Sels.-Dis0propy .umuncethagetsal

o) enanetsiol
-Jusopropyi- beta.-

ulcorepv'tmuoumn-
_-Diisopropyi-deta .

prupanagune
Na-Chlaroetayl)
.

e wvmylwu:w) u.'nl chionds

Dmupmaylunnu.:lyl chionde
Leta.-Disopropyiaminocethvi chlonds

3 (C.AS. #108-18-9} O

P mmyanr. icd

s =oroavdnde
Hyumuuonc ac:d gsa

$255 (C.ALS. £1834=7 4] 3-Hydranyi-l-

Dewylpipencine

¥ Hydroxy.-N-aetbylipipendure

1 Methvi-3hdroxypipenane

-Methyl- >-aycrocypipendine

Methyl-3-prpercinal

-Methy-)-proencocol

128) (C.A.S. F76-30-1) Methyi benziate
Benzilic scic eyl ester
alpha.-Hydroxy-.siphs.- °

shenylbenzenescenic scid =etnyi ester

Methyl .aipha. nylmandeiats

Methyi dipsesygiycoiats

‘1M (CAS #8C3—43-5) Methyiptiospdodous

rce

cometiyishosphune
\‘ub\‘mc“omcncmnmc
Methyiphasthorus dickionde

(29) ICAS. 37L0=59-0) ¥

Simethylbutancoe
Ounewntylewy! methyt kentons
Methyt tert-dutyd kstone
Paacoln

1.1.1. Tnmethylscetone
1181 {C.A.S. 24864-07-3] Plnacolyl alcahol
tert-Batyl menyl carbunoi
1.2 Dimathyi-3-butsanol
-3-burenol

3-Ounetiyt-.
-Methyi-22 dimethylpropancl
1371 (C.A.S. #151-30-8) Potassium cyanide
128} {C.A.S. #7789=-23-J) Potasnum fluonde
Py ssium monafluonde
391 IC.A.S. #7780=-20-9) Potassium hyd-ogen
uonds
Hyarogen potassiua diffusnde
Hydrogen potassium fluonde
Potassnmn acid flusnde
Poussrum biffusnide
Porassiuwr hydrogen difisande
2, dif

c:loundse
i i

N Duscpropyiazine
Ny{l-Methylethyi}-2-propasasune
(14) (CAS. #6183-73-3| Dimetbyl
stayiptosphonas
Dimethyl sthacepoospooasts
E:ylphosphomc scid dizethyl ester
{15) CAS. #758-79-8) Dimetdyi
methylpbosphonats
Dimetroxymethyl phosphioe oxide
D imethyi mlmmlpmpbenu-

A ester .
Methyipbaspbomic l::d dimetbyi estar
(101 (CAS. #863-43-3) Direthyt

Mettyidufluoroppospame
'22) (C.A.S. £878-37-1) Mety!phosphonyl
cschionde
Qichloromethylphosphune axace
Metbaneshaspeonodichiondic ac:d
\(twmcpnmpmyl :alnna
aad
\'evry phosphomsc dickloride
‘Methy!ghosphonodichiondic acid
Methyipbosstoayt chionds
(201 {CAS. #878-00-3} Mathyipbospbonyl
& fluonda
a0

oxide

Diunethoxpoosphine aude
Dimethyi aczd phospluts
Ourethyi hyarogen paosphite
Diuzetbyi pnospaonsta
Hydrogen dimethy! poosplute
Mayyi phospbonats

(CAS.

(
N-Metbyi mets,

Metkyl diQuorophospkate
Methyiphospacaic difluoride
{31 {C-AS. &10025-287-3] Phosphorus
oxychloride
Phesphonyl thchlonde
FRoszhonc calonde

®124—40-3} Dizetkylamine Phosphone mchicnds
anar:ine Phaspacoraxychlonds
{18) {C.A.S. £308-39-2) Dizzethylanine Phosphoroxymcilands
Phospborus caionde oxide
Puasphorus cogoxide m:..londt
b oxide U

(19) (C.A.& £57858+11-8} O-E..byb-z-
<:sopropylaminoeth:
methylphosphbonits (QL)
Methyiphosphonous aczd 2-(bis(1-
methylethyl)aminolethyl ethyi ester
{22} (CALS. #1498-40-4) Elkylphosphorons

P\osphm oxytictloride
Phospharus cichlionide oxde
Phosphoryl tnenionde
Tmchiorophospl:ine oxide
Terchiorophosphorus oxide

3 (C.A.S. 10028-13-2) Phosphonn

dichloride Fentachloide
Cichlorosthytphosphine Peatachloropacaphorane
Einyl phospaoaous cackionde Pentaceloropaos:
Ethyldichlorophaspiune Phosphone calonde
{22) {CAS. #430-73-4} Etbylph »(V} chlonde
d:Nuoride P‘awnom perchlorde
Ethyldiffaorophosphine {33) (C.AS. #1314-80-0) Phosphorus
{221 (C.A_S. #1086-50-2) Y honyt | 5
dichioride Diphosphona pratasulbde

Dichloroethylpbosphine oxide
£hanepaosphonyi chioride
Ethyiphosphusic dichionde

Phesphonc suifide
PRospborus persulfide
Phospnorus swiide

E£2bytpbospomc acid dichlorida (34} {CAS STTI9=122) Phoaphuﬂn
Ethylpbosphonic dickloride lnchlondl
(23 {C.AS. ) A chloride
difluoride Trichlorophosphing
£yl diflmorophosphite (35) {CA 9. #75-47-4) Pinacvione N
Ethyidiflucropbosphioe oxide tert-Butyl wethly kwtone

(40) (CA.S. #1818-34-7) 3-Quinuclidinol
1-Azabicyelo{22 2joctan-J-ol
2-Hydroxyquinuchidine

{411 {CAS. #I771-38-2) >Qumud|dmer.¢

Quinuciidons

(421 {C.A.S, #1333-83-1) Sodium biluonde
Scdium hydroges difluonde
Sodium hydrogen fuonde
Thiophosphene sahydnde

143) [C.A.S. #143=33-4) Sodium cveanide

(+1 {CAS. £7881-484) Sodtum fluonde
Sodium monstnonds

143) (CAS. 1713-&2-2) Sodium eulfide

mososalfide

Scdium sulphids

1461 [CA.S. #111-48-4) Thiodiglycol
Bus(2-hydroxyethyl) sutfide
Sisl2-hyd-oxyethyl} thioether
Di(2-hydroxyetiryt} sulfide
"m!unol suifide

’)-.x;dumyhu gyl
1.2 -Thiodigi;
!47) (CAS. #7719-00~7) Thioayl chioride
Sulfiny! chioride
~umnyl dichalotide

Thionyl dichionde
(18] (C-AS. #102-71-4) Tristhanolamioe
Alksnolamine 264
Nitntotnethanol
7. Nitnlotisthenol
7 2"-Nitnlotns{etbaool)

TTA
TEAfamino slcohoi)
Ta(2-hydroxysthytiamios

Tnathanolacus
Tns {.bews.-bydroxyethyilaming
Tris(2-hydroxyedyilamune
Trolasmow

(431 (CAS. $1X3-£3-1) Triethy pbosphits
Paasghorons ead Wretryl astar
Triethaxy
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(501 (CA.S MT—45-31 Trmethyi pro
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Tameworypaospruse
Tetea: March 7, 1991,

james M, LaMuayoa.

Ceouty Asusiznt Secretary for Erport

Acmmsuaon,

FP. Doc 91-3350 Filed 3-8-31: 28 ;o)

AL COOE M4 1007

1S CFR Parts 770, 776, 778, and 799
[Oocket No. 9$10241-1041}

Imposition of Foreign Policy Controis
on Equipment and Technical Data
Related to the Production of Chemical
ana Biologics! Wespons

AGENCY: Bureau of Export
Adminisgation, Commerse.

AcTion: lmeru: rule with requesl .ar
cocaunents. -

SUMMARY: In support ci U.S. poiic:es
opposwg the prouferacon and
sroribited use of chem:cal and
bislog:zai weapons. the Departnent af
Commerce 19 mposng fare1g poucy
conrois oa expors of certain dual-us,
equipment that can be used to produce:
{1) Chemicals or biological agents
controiled by ECCNs 47888, 49978, or
49838B on-the Commodity Concoi List
(CCL}. Suppiement Ne. 1 to § 799.1 of the
Export Admisistration Reguiat:ons

(2} Cherzicals or biological wariaze
agents controiled under the
{atermaronai Traffic in Arms
Reguations (ITAR) (22 CFR parts 220
13C).

The Department is also imposings _
{oreign policy controls on technical data;
for the production of such equi] LYs

Snecmcmlv Cus interio rule ez
e Lx;on Admuustra.mn Reg\ui.:-s
(EAR) w0l mpou validated hcermng 3
requiresénts on exports of thiss,
equipment agd technical data’ lo‘)_
Country Croups S and Z'and cz':m"muS
in‘aThew Suppumem No. 5 to part”

B R TR PRI bt
OATES: Thia rule is effective Marcs 13,
1991. Comments must be received by
April 12, 1991,

Written (six
<apies) shouid be sent to Willasd Fiske
Office of Technotogy and Policy
Anaslysis. Bureau of Export
Administration, Departent of
Commerce, P.O. Box 273, Washirgton.
DC 20044,

FOR FURTHER INFORMATION CONTACT:
For quesuons on foreign policy concois,
cail Toni jackson. Otfice of Technology
and Policy Analysis, Bureau of Export

4521,
* questons cf a tectnizai natwre en
cZemical wesson SrecutGrs. Dioiogicai
igents. ana equpzen: =4 can be used
3 Froguce chedicas anc i

ermine would assist & coungry in
nng chenucai and biological
weapons capabiity. The £PCI directs
Camunerce to control dual-use

agents. cail James Seevaramam. Olfice
=i Technoiogy and Poiicy Ansiyss.
Bureau of Expont Acwiszation,
Teiephone: 1202} 3TT-5895.
SUPPLEMENTARY INFORMATION:

ca he Exgont
9 (ZAR) 9

ecmvne'u tat can se uses to sroduce
tne ipllowing:

(1, Chemucais or Mioicqicai agents
canwroiled under SECTNs 47988, 49978, o
37948 or. e Cozumocity Cantron Lst
T

‘2) Chermucais and Mioiomrcai war
ty canotied
matonai Traific
Rew ations {TAR) (22 CFR pariy 23
130). admun:stered oy the LS.
-eaar;—..n( of State.

This ruie siso crentes & new §7
which imp av
rcqxunmem on exports of lech.ru:al dlm

776.29,;

and tech i data related to
mical and biological weapons. This
creates new Export Control

mocity Numbers (ECCNijin the

Sy

© CTL 1o contoal thyy !qu.:mem to

Cunty Croups S and 2 and the regions
ind countnes listed in new Suppisment
Stypamt 78,

e foilowing ECCN's are added to the

£:29F: Chemical processing equizment
L.aked wild ruckel or constructed of
steiioy. Monei. or another ailoy wiy
Sizxel sontent,

SI132F; Pimips or vaives designed to be
prool.
“erciomsters or o
"3 $en30r3 encasea
2MFFU
5.0ve Bex of wmier envarsnrn;
agarooraung & nucxel-lined or Has
nanie.

S$13SF: Saetully denigned inciners:ors for
equcai precursors Usted in ECC 47388,
exucal wariare agents. or
4noDNOSPROMS COMPOUATS.

S140F: Taxic gas monitonng sy 3.
:lu{':_Mom(unn. systems for the cetect:gn

t sheucal

far the prod of such

The equ:;mem and tecinical cata
umecl to this vaiidated licensing
requirement have diverse civil
azpiications and. Uus, are not uruqueiy
reiated ta cRemical and biologicat
weapons procucuon.

The vaizdated iicensing requrement
3 equipment and techrucal data
3 ORiy to exports and reexy

snd countries listed in new Suppl:mentj

No. 510 pdn 778 of the EAR. Supplemenu
NS 1stludes the Middle Eastern and

Southwest Asian n regions and certain}

other codntiey. <

n 776.20 estadiishes the

li: ing policy {cr reviewing

applicazons to export or reexport

egquipment and !h! (:c.-.:z.cnl data
|

af ek hawnag
szuzloiinesterase acavity.
185F: Detection or assay syvaters for
S:clogical agents.

5187F: Bi

Equipment for the
e of live
S797F: Intermediste chemicals used i the
sroductian of chesucal warfare agen:s.
S5997F; Complex mecia for the gaw:a of
soorgafisms.

T=:e United States wiil seek the
agreement of all Auszalia Croup
governments to adopt equivalent
¢snirols on this equipment. The twenty.
member Australia Group. in wi
Ur:ted States participates. see!
srevent the proliferation of chemical
and biciogical weapons,

The Duarm-'n of Comumerce has
d a report to the Congress in

reisted to ¢k land b
weapans producton Experts snd H

feexports of such items ‘will be"denied if 3
they would make’s material congibution}
to the designdevelopment. s

“stockpiling. or use of chemical or 9

biological weapona’) ™
~This Ade impiements part of
Executive Order 12728 of N b

accordance with section 6 of the Export
Administration Act of 1979. a3 armended.
te support this imposition of U.S. fore:gn
poiicy controls.

The CORUact sanchty provision

catained in this rule is

e requirements of the Export
Ad

with

16.
1990. 0a Chemical and Biociogical
Wespons Proliferation, as weil as the
Enhanced Proliferation Control lnitiative
(EPCl) anaounced on December 13, 1990
Excuuve Order 12735 of November 18.

ation Act of 1979. as emended
{ZAA). However. sentous consideration
is being given to eliminaung tus
£onwact sanctity provision when the
fizal rule is published. in light of the
senous concerns taised by chemical and

1990, directs the Secretary of C
to controi exports that the Secretary of

¢ Department
invites public comments on Gus issue. as
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3 as ail other sspects of the
recualoOn

assteat was e protubitions on
ae with rag anc Kuwait contained v
Executve Orcers sued oo August 2
£ 9. 1990, exporters snouid odtan
cance fom e OfSce of Foreuyn
s1eta Conecol U.S. Cepar=ent of
Treasury, cogcernung acy export or
reexpornt to raq or Kuwail

'SI—\_I-.B"GIHIT‘

Si:zments of 1terns recoved ffem
generai license guitonzations as e
cesult of tus requatory acucn that were
£n acck for loacing. on Lghter. laden
adoard 3 exZOrung CarTmer, Cf en route
adcard carmer to & pent of export
cussuant to acrual orcders {or export
before March 27, 1991./ay Se exported
under the previous generai Lcanse -
provisi up to and including April 10, %}
1991. Any such items not sctuslly
exvorted before muda:gnt April 10. 1591,
recurre a validated export license in
accordance with thus regulauon.
Rulemaking Raquirements

1. This rule is conmstect with
Txecutive Orders 12291 and 12881,

Z. This ruie invoives coilectons of
nformatoe subject to he Paperwork
Reduction Act of 1580 (44 U.S.C. 3501 ¢
seq.). These collections have been
approved by the Office of Management
arg Budget under control numbers 08S4—
000$ and 0654~010.

3. This ruie does cot contain policies
with Federalism upiicatons suiScient
1z warrant preparatcs of a Federaliam
assessment undes Executive Order
12812 .

4. Because s notice of proposed
r:lemaking snd an oppartunty for
public comment are not required 1o be
given for this rule by secuon 553 of the
Admumstrative Procedure Act (SUS.C
£53] or by any otzer law. under sechons
803(8) and 604(a) of the Reguistory
Flexsbility Act {5 U.S.C. 803(s) and
504(a}} no initel or &nal Regulatory
Fléxibility Analysis bas to be or wril be
prepared.

s. The provisions of the
Adminiszative Procedure Act. SU.S.C.
553, requiring nctice of proposed
rulemaking. the oppormnity for public
pasticipation. and & delay in eHective
date: are inappiicable becsuse wis
regulation involves s foreign and
muintary affsirs funcgon of the United
Slates. No other law requires that s
notce of proposed rulemaiang and aa
opportunity far public commaent be pves
for this rule.

However, because of the importapce
of the issues raised.by these regulations,
this rule is issued in interim form and

will be dered in e

zeveiopment of S2al requiatoos
Accereingiy. e DedarT=ent encouwsases
Literested Derscns who wasn to
commesnt to do 50 ot e earliest

PC2siDIe e o perzut e fudest
conmderation of ew iews. Commen
cn Lne conTact sAnCYTY provision
contaned v Lus nue are especiaily
encouraged.

The penod for subzussion of
comments wall c:ase Adni 12 1991 The
Deparcaent wiil cannger all commests
received before the ciose of the
camment pemod wn cevelonng final
requiauons. Comenta fecerved after
the ena of the comment penod will be
ccnsicered U posmisie. but thar
cznndersnen cacoot oe assured The
Deparcment wi! zot accrot pubbic
comments accompanied by & request
et & part or sl of the matenal be
wreated confdeonally because of its
bSusiness propretary sane or for asy
other reasan. The Depwt=ent wll
sefwm sucs commeats and [etenais to
Se pervon submurting the comments and
will not consider Wem wn We
cevelopment of fizal reguianona Al
sudlic comments o tiess requiatocs
wili be a matter of pubiic record azd

;5 CFR Pz 778 and 70

Ecpora. Revortdng and recordkeeping
feQuUUITDeTE

ISCFRPan 773

Zxporis. Nudear euergy. Reportng
ang recordkeeping requurements.

Accordingly, parts 770. 778 774 and
799 of tbe Export Admisistraton
Regulagons (15 CFR parws 730~799) are
amended as follows:

1. The authority citsdon lor 18 CFR
Fara TTQ 778 and 778 L revised to read
as foilows

Axthartty: Public Law 98-72 €3 Stet. 3@
‘93 U.S.C app. 2401 of sev.} 88 axpendect
Piobic Law 98-22. 91 Stat 1428 (O USC
1771 o6 20q.): Public Law 85-242 62 Stat 142
2 U.SC 23aslk 2O. L2730 of Septembder
30, 1990 (38 FR 40373, October L 1990% and
£0. 12735 of November 18 1000 (33 FR 4887,
Novembey 20 1980}

2 The authonity citation for 13 CFR
can 799 is revised tm read as follows:

Authority: Public Law 98-72. & Slat. S8
‘50 US.C. 40P 2401 of 9¢.). a8 adended:
Public Law 93-223. 71 Stat 1628 (SO US.C
173 et req.}: 20O, 12730 of September 30, 1900

wall be availsble for public wsp

and copying. Lo the wnterest of scowracy
and completeness. the Departient
requires comments io wntten form Oral
comments must be foilowed by wrtiea
ciemoranda. whick will also be & matter
of pudlic record and will be avaiable

{or public review and copywng.
c :

fom e of the
Uruted States Government or foreign
governments will not be made avaigble
for public inspecton.

The public record concerning these
requistions will be matntatned in ke
Buresu of Export Administraton
Freedom of Informstion Records
Lnspection Facility. room 4533,
Departent of Commerce. 14th Street
and Pennsyivarus Avenue NW.
Washington. DC 20230. Records in this
fac:lity. inchuding wnren public
comments 4nd memorsnds suMIDArING
the sub of oral i .
sy be inapected and copied ia

linhad

wi g P
inpmto!ﬁllnuo{lhaCodld
Federal Regulstions. lnformation sbout
the inspetuon and copying of recards st
the faciiity may be obtaned from
Margaret Cornejo. Buresy of Export
Adrmiustration Freedom of Infornanon
Officer. at the above sddress or by
calling (202} 377-5853.

Ust of Subjects
15CFR Part 770

Admnisaretive pracnce and
procedure. Exporia.

{£3 FR 40373, October 2, 19902 and £O. 12733
ef® ber 16 1990 (1S FR 4ASE7. November
2. 198C)

PART 770-{ AMENDED]

1. Section 770.2 is amended by addicg
siphsbedcaily s definition for “Middle
East” a deficition for “Southwest Asis”
10 resd as foliows:

17702 Defritions of it

Middle E:,-ut‘. Geographically, this __
regon is indersiood 10 include Bahrala}
Egypt Lrag, Larael. Jordan, Kuwsit, ¥,
Lebsnon, Libys, Oman. Qatar, Seudi}

Arabia_ Syria. Usited Arab Emirated)
aod Yedian 7

PART 778 AMENDED]

4.Part 776 is amended by adding s
new § 77620 10 tead as {ollows

§ 77820 Equipment and tectnical drte
reisted to the production of chemicals and
iciogrcal Qents.

(a) The following controls on :
equiptaent and lechmicsl dats related to
the produ‘:don of chemicals and
mio) intaiped in

epcal agants are
support of Ure US. loreign policy of
opposung the prlvliflr:u;- and Wegal

use of and 5 P
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11 Equioment ideatfied io ECC e
SLI9F, S132F. 3123F. S134F. $1387.
432 $141F a3 e Commoqury Cozzel
Lol wiuca cad e useq s tze
;roqucion of chem:ical wespone

‘rQuires a vaucated License for exoe
Sz the Lruted States to Councy
Croups S ecd Z and counmes
Supplement No. 5 to pant 778 cf L2
shczapter.

2t Eqwpment and =atenais 1Icenc
= ECCNa 5188F. S187F, SI7CF, §757
223 5097F. waich zan be used i -
ductoz of bicicmcai agents.
dated lcease (2t export £
d States to Counzy Grouzs 5
anc counmes tsted 1= Supp.ezes: No.
0 cart 778 of t2ie sudchepter.

1) Techzucal data for the preduzzan
cormmod:ues descnted io paraTaras
ecIon are not
eiypoie for Censzai License GTTR ./
desuned for & counTy Listed in
Suppiemest No. 5 to part 778 of 13
sudcaapter,

b} Licensing poiicy. (1) Unless the
citeris stated i3 paragraph (b}(3) of s
seclon are met 4ppiicatons to exzcr
‘:e commodities and techzicai &
cescriDed n paragrapn (8] of
secucn wiil be considered on 8 case-dy-
case basis to deterTune whether tne
export would make a materal
contnbuton to the des:gn, deveiop=ent
production. stockpiiing, or use of

hemicai of bisl } When'
an export is deemed to make sucs a -,
contnbution. the license will be denied.

(2} The following factors are kmsng =
those that wul be considered to
deterzune what acaon should be taken
oa individual appiiciGons:

(i) The specific 2ature of the end

{ii) The nigruficance of the export 1=
terms of its conmbution to the ces:gn,
devel i Ling, or

4
5

af

de pre ?
use of ci | or biological

(i) The noa-proliferaton credentiais
of the imporung country: and

(iv) The types of assurances cr
guarantees against the desupr
cevelopment producaon, stockyiiing, or
use of chemucal or bioiogical wespons
that are pven in 8 parucular case. .

(2) The contract sanctity date for the;
commodities and technical data 7~
describéd in paragraph (a) of thia*
section is March 7, 1991,

PART T78—{AMENDED]

S. Part 778 is amended by adding s
tew Supplement No. 5 to reed a8
follows:

Supplebesi N $=0hiak s Chmmical id
Blological Equipmatit Reglocs, Coungries.

South Afnca } |
Sauthwest Adts !
Sovtet Uaion]
Tuwds’
Vietoag

PART T99—{AMENDED]
Supplemant No. 1 5 | 71 [Amended)|

4 Lo Syppiewent No. 1 to Secaon 7992
“Le Commodity Cozooi Lt
Cezmmoa:ry Croup 1 {Chemecai and
Pe~oieun Equipment). a cew ZCON
1123F is added immediately foiowing
ECCN 41238 as follows:

5129F ©N o )
Ined with nick el or constncted of
Hastedoy, BONel o A0 Ter Aoy with
recx sl content.

Coatrols for ECON 5129F

<7 Report 1n “aursber™.

Validated Licenrs Required: Counsy
Giroups S and Z and countnes Listed 1
Suppiemeat No. 5 o part 778 of thus
subchspter.

GLV$ Value Lizic 30 for all
cesunsuons.

Processing Coce: TE.

Reason for Cantrof: Foregn policy.

Special Licenses Available: None.

List of Equipment Coatrolled by ECCN
S129F

Any of the folowing types of chemical
Frocessing equipment lined with ruckej
or construcied of Hastelloy, Monel, or
anotier alloy wath a mickei content:n
excess of 40% by weight, as follows:
with a capscity

(b) Storage tanks and containers with
& capacity greater than 10 liters:

{c} Heat exctangers:

({d) Distillation columns with &
capacity greater than 2 liters per hour,

e} Degassing equipment or
condensers.

7. ln Suppiement No. 1 to secton 799.1
(the Commodity Control List),
Commodity Group 1 {Chemucai and
Pevoleum Equipment), & new ECCN
S132F is added immediately following
ECCN 3131A. «s follows: ~

S132F  Pumpe o valves designed to de
vapor leak proot.
Coatrols for ECON S1©2F

Unit Report in “number™.

Vaiidoted License Requ:red: Councy
Croups S and Z and councies listed un
Suppiement No. § (o pant 778 of tus
iudczapter,

CLY $ Valve Licue 30 for all
Zesnnacons.

Procesning Code: TE.

Reason for Concoi: Fareign palicy.

Special Licenses Avaiiczie: None.
List of Equipment Controiled by ECCN

-
141

Purips or valves baving any of the
followng charactensncs:

‘a} lncorporsting ¢ body made from
sLoy with & nickei content iy excess of
40% by weight;

) Lined with nickel: or

(¢} Otherwiee designed to be vapor
leak proof.

Note This ECON 5132F conorots double
AL tiecTomagnenc dnive. o7 canned pumps.
430 bedows or Qlsphrags vaves bavag any
cf Se czarscrensncy Ded w2 paragrapns
{s] trougd {¢) of the List of Equpment
Cangoled.

& i Supplement No. 1 0 § 799.1 (the
Commodity Control List). Commodity
Group 1 (Chemtical and Peroleum
Equpment), 8 new ECCN 5133F is added

immedigtely following ECCN 5132F, a3
follows: -
5133F T ™ or other

heving & nickel content graater than ¢0%.
Controls for ECON 5133F

Unit: Repart in “number”,

Validated License Raquired: Couniry
Croups S and Z and countes listed in
Suppllemenl Na. § to part 778 of this
subchapter.

CLV $ Value Limic $0 for all
desunstions.

Processing Code: TE.

Recson for Control: Foreign policy.

Special Licanses Availoble: None.

9. {2 Supplement No. 1 to § 799.1 {the
Commodity Contol List). Commodity
Group 1 (Chemical and Petroleum
Equipment). a new ECCN $1MF is added
immediately following ECCN $133F, as
follows:

Cantrols for BCON S134F
Unit Report {8 “aumber”, .
Velidated License Required: Country
Groups S and Z countries listed in
Supplement No. 5 to part 778 of this
subchapter, .
LV § Value Limit: $0 for ail

Tor def

' Sov | 7702 of B
* Son (cotnow 1.

Processing Code: TE.
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(1) Eqgupment identifled in ECCNe
$L9F, $132F, 5133F, S134F. S135F, 5140F,
and $141F in the Commodity Contoi
Lt which can be used 1 the
prod of ch ] weap
precursors and checucal warfare ageata,
requires a validated license for export
trom the United States to Country
Groups S and Z and counmes Listed in
Supplement Na. S to part 778 of Uus
subcaapter.

{31 Ex and
iz ECCNa $163F. 5187F, $170F, 5797F,
ard S997F. which cao be used in the
srocucthon of biclogcal sgenta. requure
a valdated licease for export foz tze
United States to Country Groups S and
Zand
% to part 778 of this subchapter.

{3) Technical data for the producton
of commodities descnbed in parsgrapbs
(#}(1) and (a}{2) of this secton are not
eligible for Ceneral License GTDR if
destined for & country listed in
Suppiement No. $ to part 778 of this
subchapter.

) Lcemmg policy. (1) Unless the
criteria stated in paragraph (b)(3} of this
section are met. applications to export
the commodities and technical data
desenbed in paregraph (a) of this
section will be considered on a case-by-
case basis to determine whether the
export would make & matenai
contnbution to the des:gn. development.
pmdu:nnn. uod:pdm.g. or use of

e identified

Vﬂ_:en
an export h deemed to make such & ¢
contnbution. the license will be denied.

(23 The following factors are among =
those that will be considered to
deterune what action should be taken
on individual applications:

(i) The specific pature of the end-use:

(ii) The significance of the exportin
termns of its contribution to the design.
deveiopment. productaom ltodrpxhng. ar
use of ch

{iii) The nou-pmhleuuen credentiais
of the importing counwy: and

(iv) The types of assurances or
guarsntees against the design.
development. vreduc:xon. uod:;uhng. or

i or

listed in Suppl No.

PART T99—{ AMENDED)

Suppiemmni No. 1 1o | 798.1  [Amnded)

4 I Suppiement No. 1 to Seczon 799.1
(L"’! Commowity Coatroi List),
ty Group 1 (Ch laad
Peoieurs Equpment). s cew ECON
$129F is added immediately following
ECCN 41248, a3 {oliows:

S120F Ch pr

BNed with nickel or Constructad of
Hastetioy, Monel. or another alicy with
rickel content.

Coatrels for ECCN 8129F

Unit Report in “number”,

Validated License Required: Coungy
Groups S and Z and countnes listed in
Supplement No. 5 to part 778 of thus
subchapter.

CLV$ Value Limit: $0 for all
desunations.

Processing Code: TE-

Reason for Control: Foreign policy.

Spec:al Licenses Availabie: None.

List of Equipmant Costrolled by ECCN
SL8F

Validoted License Required: Councy
Groups S and Z end countnes Lsted 1n
Suppiement No. § to part 778 of tus
subchaptar.

CLV & Valve Lirit: 30 for all
cdesnnstions.

Processing Code: TE

Revson for Contrel: Foreign policy.

Special Licenses Availcbie: None.

List of Equipment Controlled by ECCN
S1:2F

Pumps or valves baving any of the
{oilowing charsctenstics:

{e) Incorporatng s body made from
alloy with s ruckei content in excess of
40% by weight

(b) Lined with nickel: or

{c} Otherwise designed to be vapor
ieak proof.

Nots: This ECON $132F congrols double
seai. elecromagpatic dnive. or canned pumpe.
ud hnlavn o mplnsa vdm Baving any

w
'-) mvu.h () of the List of Equipment

a Ln Suuplmcm No. 1 to § 790.1 (the
Commodity Control List). Commodity
Group 1 (Chemical and Petroleum
Equipment), 8 sew ECCN 5133F is sdded
immediately following ECCN $132F. as
follows:

S133F T or other
Process SEnS0rs ENcased In nicksl sloy

mnwdmtwwmlns

Controls for ECCN $S133F

Unit R:pnm in “pumber”.
Valid: Licanse Required: Country

Any of the {ollowing types of ch
procesnng equipment ot lined with mickel
ar constructed of Hasteiloy. Monel. or
anotber ailoy with & gickei content in
excess of 40% by weight, as follows:

{n) Reactor vessels with a capacity
greater than § liters:

(b} Storage tanks and containers with
a capacity greater than 10 liters;

(c) Heat exchangers:

(d} Distiliation columns with a
capacity grester than 2 liters per hour

(e} Degassing equipment or

use of ch

that are given in ¢ particular al
{3} The contract sanctity date for ﬁge;

commodities and technical data T

describéd tn paragraph (s) of | thu

_section is March 7, 1991

PART Tfl—{AIlENDEDI

. Part 778 is amended by adding a
oew Suppiement No. 5 to read as
follows:

7. 1z Suppiement No. 1 to section 796.1
(the Commodity Control List).
dity Group 1 {Ch 1 and
Peu-ohum Equipment), a sew ECCN
$132F is added immediately fcllowing
ECCN 3131A. &3 follows:

5132F Pumps or vaives designed to be
vapor leal proct.

Coatrois for ECCN S122F
Unit Report in “number”.

van S and Z and countries listed in
Supplement No. 5 to part 778 of this
subchapter.

GLV $ Value Limit: $0 for il
destinations.

Processing Code: TE.

Reoson for Control: Foreign policy.

Special Licenses Avasrlable: None.

9. In Supplement No. 1 to § 799.1 (the
Commodity Contol List), Commodity
Group 1 (Chemical and Petroleum
Equipment), & aew ECCN 5134F is added
immediately folowing ECCN $133F, as
follows:

S134F  FWing equipment enciosed In &

Coatrols for ECON S14F

Unit: Report i3 “number™.

Validated License Required: Ceunu—y
Groups S and Z countries listad in
Suppiement No. 8 1o part 778 of lbia
subchapter.

GLVI‘ Value Limit: 30 for lll

[N
" See | 7RI of this 27 (or defl
? See loomots 1.

Processing Code: TE-
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Reason for Contoi: Foreign poucy.

Soecioi Licenses Avaiigose: Noae.

10. In Suppiement No. 1 10 § 790.1 (L2
Commadity Controi List). C. dity

Yeidated Licanse Required: Couaty
Croups S and Z counties usted ia
Suppiement No. § 1o part ™73 of s

"

Croup 1 (Chemicai ang Petroieum
Equipment), a aew ECCN $115F 18 added
unmedistery followrng ECCN S134F. as
follows:

S135F  Specially dewgned

Chamical precursors teTed It ECCN 47948,
Chermcal wartare sgents. K

Coatrols for ECON SLASF

LUnit Reoort i3 "number”,

Vaiidated License Aequirec: Counsy
Groups S and Z counmies listed 1o
Supplement No. 5 10 part 778 of this
sudchapeer.

CLV S Value Lim:z s0 lor aill
cestnauons.

Processing Code: T2

Raason for Contot: Foreign poiicy.

Soecioi Licenses Avaiiaoie: None.

1. In Supplement No. 1 to § 799.1 (t3e
Commodity Cantrol List), Commodity

incinerytors for

GLV S Vaiye Lizuz $0 for ad
destnagona.
Processng Coge: TE
Feason for Control: Fareign poicy.
. Speciai Licenses Avarigoie: Noce.
13. in Suppiemeat No. 1 1o § T99.1 (the
Commodity Contoi List). C ity

S5170F  Ecusprreen for te
of e

Coatrols for ECON n17oF

<'art Repert 18 “sumber”,

v'2/idowd License Required: Counry
Croups S aad Z and countnes lted 1o
Suppiement No. 5 to part 778 of this
sudcrapter.

CLV § Value Limit: 30 for ll

Creup 1 (Chemucai and Petroleum
Equpment). s aew ECON 5185F is added
izoediately followwng ECON 1145F. as
follows:

51657 Detecuon or amasy systerns twrt
&% CApabN Of SFECTNG ConcerTTItons of
iaen TN ONS Pt Dy MEBION N e of

Processing Code: TE

Reason for Control: Foreign policy.

Soecial Licenses Available: Nogs,

18. la Supplement No. 1 to secaon
7391 (b Commodity Control List),
[od ity Geoup 7 (Ch !

eiogIc agents or toxne
ECCN 49978 or ECTN 49eeB.

Coatrols for ECCN 51657

Unit: Report in “number™.

Velidated License Aequired: Couary
Croups § and Z anc counmes listed 1a
Suppi No. 5 to part 772 of this

Croup 1 (Chemical and Pecol
Equipment). a new ZCCN $140F o added
immediateiy following BCON 5125F, as
follows:

S14W0F  Toxic gas monftoring systema.
Controls for ECON $140F

Unit: Report in "number™.

Validetad Licerse Required: Councy
Groups 5 and Z csuatries Usted in
Suppiement Na. § to part 778 of this
subchapter.

GLV $ Value Limit: $0 for all
destinations.

Processing Coda: TE.

Reason for Contol: Foreign poiicy.

Special Licenses Available: Nozs.

List of Equipment Controlled by ECCN
S140F

Toxic gas monitoring systems
igned to detect phosphorus. suiph

suochapter.
CLV 8 Volue Lizit $0 for ail
desanacons.
Processing Code: TZ.
Reason for Control: Foreign policy.
Special Licenses Avaiiable: Nons.
14. In Supplement No. 1 to0 § Tw;x (the

Metall Petrol Producu end
Related Matertals), s naw ECCN 5797F
is added immediately followwng ECCN
47848, as lollows:

Unit Report in "8 valye™.

Validazed License Required: Country
GCroups S and Z and countrtes listed in
Supplemant No. § to part 778 of this
subchapter. .

GLV & Valus Limit: 30 for all
N 4

Cammodity Contrel Liat), C
Group 1 (Chemi uca:t‘l__i“ I'F dded Pro ing Code: TE
Equipment), s new E! 518°F is adde Co. i: Forei .
i::;inedinely folowing ECCN S185F, as f:;:’;z:uu‘::r;l:;: :‘:l:::
follows: -
- List of Chemicaly Controlled by ECON

S1e7F roaihay
Controls for ECON S167F (8] (C-A.S. #063-13-0} Di-

LUnit Report in "number”. {sopropylcarbodiimide:

Validated License Required: Counay 5} (CAS. #338-73-0) Di-
Groups S and Z and countnes listed in . cyclohexocarbodiimide.

Suppiement No. § to part 778 of this
subchapter.
LV $ Value Limit 30 for ail

ot flyori; pounds. or desi; ito
cdetect any chemical weapons precursor.
ar ckemical warfare agent, that a-e:

(s) Designed for i
and

(b) Capable of detecting such
chemicals at a concentration less than
0.1 amilligrams per cubic meter of air.

1 In Supplement No. 1 to § 79%.1 (the-
Commodity Control List), C. dity .

Processing Cocle: TE
Reason for Controi: Foreign policy.
Special Licenses Avaiicbie: None.

Group 1 (Chemical and Petroleum
Equipment). & sew ECCN $141F is added
immediately following ECCN 5141F. a8
foilows:

S141F  Monitoring systems for the
of
antchodnestarase sctivity,
Controls for ECON S10F
Unit: Report s “number™

17. In Supplement No. 1 to § 790.1 (the
Commodity Coatrol List), Commodity
Group ¢ (miscallaneous), s new ECCN
S297F is added immedistely following
ECCN 49978, as {ollows:

5097F Compies medis

List of Equipment Castrolled Under microorganiasme I Class 3 or Cless 4, In
ECON nie7? ) ) QuarTtities grester than 100 kiograme,
ronsb WIPTARL 8% Controls for ECON seery

(¢) Complete P3 or P4 level labarstory Unit: Report in “number”,
facilives: . . Validated License Required: Country

(b) Equipment that incorporates or is Croups S and Z and countries listed in
conteined Lo & P-J or P4 Supol Na. 5 to part 778 of this
ho;x; i’:‘:s ppl t No. 1 tor§ 790.1 (the subchapter,

. 13 Supplemen i

Cammodity Control Ls. Commodity ~ , CLVS Value Limit 30 tar all
Group 1 (Chemical and Petrol .
Equipment). s oew ECCN 51707 (s sdded Processing Code: TR ) :
immediately following ECCN 5167P, as Reasan for Controt: Foreign policy.
follows: Special Licenses Available: Nozs,
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reguistons relsang (o weapons
prohler-uon. groupuig them it newiy
d part 778, Prou!orlnou&

" DEPAATMENT OF COMMERCE
Bureay of Export A

Cancoh.
1 Parts 1Y %22 4
SCFR 7. 778, DATRE # Comments must be received by
{Docuet No. $10249-1049) Apnl 12 1991,
A Written (six

imposition and Expansion of Foreign
Foucy Controts

AaEncy: Bureay of Export
Adounusgetion. Commerce.
Proposed rule ind nquul for)
public cogimént ™

copies) should be sent to: Patncie
Muldoruan, Office of Technology and
Policy Analysis. Bureau of Export
Adminustration. Departnent of
Commerce, Washungton, DC 20230,
FOR FURTWER INFORMATION CONTACT:
Katryn Sullivan, Bureau of Export
Adminyscauon, Telephone: (202) 377-
8760.

SUPPLEMENTARY INFORMATION

SuMMARY: The Depart=ent of
Commerce 1s sropoang to arzend e
Export Adouustraton Reguistans
(E\lﬂl in -uupo? of U.S. non- 15
proliferation policies. This propasal ¥ _
lmpase foreign policy controls'on 3. Background
‘exports by providing sutkority to ) The Department of Cocmerce. in
deny items that alresdy require s i consuitanon with the Deparmment of
validated license, for any resson ot.hzr State. bas decided to prop:
thanshort supply, where the export is ‘| forezn policy controls in severai w-y-
determined to be for & facility involved : in suppon of U.S. non-probferation

{n the design, d L
or use of missiles or chemucalor; ~ One proposed EAR change would _
biological weapons. provide suthority to deny a license for-

exports of items that already require s §

This | would al:
o e, 30 impose validated License. for any reason other

’omgn pobcy controls oo exports to

/ Proposed Rules 10783
e g!ca_lflclﬂ?_ rves that such
cireum 80t exist.

in addition the pmpola fule would
amend the EAR to uuki"d‘u ot th_J

Offica s o!kpon Ucess]
a0 €xparter at any SbT!Iu'__ v‘l'hdult&
h:rm s Tequired

20 of |
ortn the dnic:. danlopmnnu
production or use of missiles! An
expaorter or reexporter may be
incandually informed by OE. at notice
rzay be published o the Federnl
Registar. This propesal would provide
~ew supplements to the EAR to idennfy
regions and countries, as weil as
faciiities and projects, to which certain
vaiidated licenss appiy.
Also. the proposed rule would
substitute the term “missiles” for the
current “missiles capable of delivering
nuclear wespons”. The definition of
such migsiles, as contained in the EAR,
1s not effectad by this changs.

it No U.S. gmon

el

of

when the exporter , 5an short supply, where the expory; Also, the proposed rule wou!d add a )
knigws. 67 to any destination when m. 1 could be destined for the design,” fiew provision to the EAR to restrict |
em ‘is informed by the Office of | developmont. vmdncmm or use a( 3 pumupauoa by US. pcnou h muﬂo

Ueuuuu OEL}. that the | h or biologi
( ";:._ or software . e:!cu facility ‘ln) !
'ﬂllb'nudlnlhndnxp. i * such act - o =ay Iu:awm;ly €xport or reexport to
ymduunn oF use of missiles or of ; The P"’Wud rule would also impose e
or'are} !omgn pohcy controls on exports to or technical data.

destined {og " hautv d in such 1 { when the exporter  origin for use (n the design,
mmuu knows the export will be uséd in the developmml. ymdur.ﬂon. l(odrptunl. or

1n‘addition. this proposal would design. development production,
impose forexg: pohcy contrals ca l{a:kpth.n; or use of umldes or of
’e 15 specifi i when a mical or b

use of ch
or of missiles, or tn [ fl::hfy engeged in
such activities. Nor may e US. person,

person knows. or to any destination  destined fof without & validated license. perform eny
when'the U.S. perion is Informed activides 7 servics. or
DELY that the commodities. technical Theride does not provide s proposed knowing that it assista such activities.
Qadtal or software will be uud in the definition of the term “know"”. However. Whena US. person bas been informed
design, devel . o use deration is being given to whether by OEL these prohibitions spply to any
of missiles or chemical or b such e definition is agvisable. The desunation. In sddition. the rule restricts
weapons. or 4 destined fora hcxhry fcllowirg definition is under partiapston and support by UsS.
in L such activities. Neither may)  considerstion for inclusion in the final persons in the design. m@cnon. or
i without & validated rule. and comments on the need forand  export of whnlc plants to cake .
license. perforin any contract, service, or ding of & definition are iall h J s
llvyul:’.l?‘f mw’,. that it u.m. m} encouruged. prohibition llu extands to support of
lcﬁvllh’i.r“ = een e - Know. Except as the term is used in sny such transactons. through
“Thls proposal would siso impose part 769. e persoa sball be considered o financing freight or other
foreign pohcy oa participatios “ know s ci or result when that compcnblc activities. The term ~“U.S.
‘o ans | ST person: v persan” is defined for the purposes of
esign (8) ls aware thatsuch 3 these p to include foreign
Eistaor that such resultis__ s inthe
Cartain {6 OCCur: of United States.
fir belief hatsuch’ {n amending the Export
axistal 4 (8 Administration Act of 1979 {n 1988, e
Congress n&d.-d eection 8{m). which
d the Presid.
] tansactions in performance of o
T‘hh‘p'mpcnl would also make contract entared into before the date of
f-\‘mﬂ‘ﬂlh'mlmuunne{ a report to Congress of the intent to
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impose » forengn policy comtrol. The
eflect of that proviion bwe been ©
nqm syproval of cxpert licsse
when » proda tes
the comtrol progrem. waless demial ts
based an soTee sther controi provica
of the EAR. While contract sancxy is
provided ia this propesal. sermoes
cunnd-nnm is bemg gyves ©
i these 24
proviccos whes the Saal rule in
publuheﬂ. m light of th sencos
ruised by or ch
or biolopcal weapons. The Depmrtment
invites public commenty oa thus Lo, a8
well as ail otber espects af the
regulation.

Coasunent with the prohititians oo
trade with Iruq and Kuwart cogtamed m
tha Exscutive Orciers issued oo Angust 2
and £ 1960, exporters showid chtam
guidance from the US. Deperanent of
Treemsry, Office of Formign Assets
Contred concerning any export or

rulemaking, the opportusity for public
purupeton and a delay m slective
date. are toappiicable becsuss tre
regulation involves & {oreign and
cuinery affairs haneton of the Usited

in part 4 ol tihe 13 of e Code of
Federal Reguistions. Information about
the inspacnon end copying of recorde ot
the {acility may be abtained from
\hqlnl Carnejo. Buresu of brpcn

States. The Secretary of C kas
submuttad & repant 0 Congrese an tos
need for theas contrels No other aw
requires that a nonce of propased
rulemaking and an appartunury for
public commeat be given for tus rule.
However, because of be imporiance
of the issues raised by these regulations.
this rute s being 3aved in :ropoled
form armd co wiil be d
n the deveiopment of fimal regutanons.
Ac:ordingiy: the Dedartmen! encourages
{nterested parsons who wish (0
camment to do 20 at the esrirest
possible time to permit the fullest
consideretion of their views. Comneats
on the muggested definiton af “know™
and oa \be contract sasciily provieons
contained in this rule are especally

reexport to lraq ar Kuwait. encoursged.

Om March 7, 1901, the anmcnl The period for submission of
submitted a report aotifying the comments wiil close (April 12, 1991.)
Congress of it intent to imposa thase The Deparunent will consider all

. To d before ha cinse of
export licenses may be iasued co 8 case-  the mtnl penad in dzvelnpmg fina)
by-cass bans for the axpart of d after

or techaical data memdolmwpﬂmdml.lbc

subject to these new controls i in,

performancs af a cofitract or an
‘agreemant entered into before Mu:h 7.0

1991 (the date of notificarian ta

Congress of intest ta {mpose uu.u

controls). =~

Rulemaking RMM
Invitation te Caamnant

1. This rule is consistent with
Execunve Orders 12291 and 12881,

2 This rule involves collecticns of
. informxtion subfect to the Paperwork

Reduction Act of 7980 (¢4 US.C. 3501 et
s2q.). Thesu cottections have been
approved bry the Offtce of M

considered if possibla. but their
consideration cannot be assured. The
Departnent will oot uupl w.buc

d by
that past or all ofmsmtt.rnl be be rested
of its
proprietary naturs ot {ar a3y other
reason. The Department will tetumm such
comments and will sat them ia

Freedars of Wi
Officer. at the sbove sddress or by
calling (202} 377-T03.
List of Subjects
18 CFA Posts 77 and 778

Reporting and recordkesping
requirements.

15CFR Part 778

Exports. Nuclest energy, Reporting
and recordkeepmy requiremernts.

Accordingly, parts 771, 778, and 778 of
the Export Administration Regulatioas
{15 CFR paris 730-799) are amended a3 -
follows:

1. The autherity citatioas for parts 771,
and 776 are ravived (o read as (allows:

Autbarity: Pabliic Law 90-72 §3 Stat 0
(50 US.C. spp. 3401 & 5w\ ou s Dended:
Public Law 96=223. 97 S4at. 1428 (50 US.C
1701 #f s0q.): Executive Order 12730 of
September 30. 1990 (33 FR 40373, October 2.
1990): Executtve Order 127773 of November 18,
1990 (33 FR 48387, Novemnber 0. 1990).

2 The authority citation for part 778 is
revised 10 read as follows:

Authority: Pablic Law 8572, 03 St X0
{SRUSC app 0 #f sog ) 00 emendact
Public Lew 68-221. 91 Sut. 1828 (SO USLC
1701 of s09.k Public Law 93-242. &2 Staw. 141
(42 US.C. 2134a)} Exacutive Order 12730 of
Septamber 10, 1890 (33 FR 40373, Ocioder 2
1950} and Execytive Order 1235 of
16, 1080 (55 FR 48387, November

the devel of fiaal lat

public camments oo these regulations
will be & matter of pubfic recard and
wnil be svailable for public inspection
and copying. In the interest of accurscy
and campknneu. the Deparanent

and Budget order conrtrol oumlrers 0594~
000S and 0294-0010.

3. This rele does not comtein poticies
with Federetiom mh&ou tu.Fcem

in written form. Oral
:ommu wmust be followed by wrilten
memoranda. which will aiso be & marter
of public record and will be available
for public review and copying.

C i trom agencies of the

to ofa
sssesyment mdu &mtxw Orde\‘
12812

4. Becauze s notice ofpnpvud
rulemeking and en opportunity for
public conrmen? ere not required to be
given for this rule by section 553 of the
Administrative Procedure Act (3 US.C.
$53). or by any other law. zuder vections
803(a) and 804(a} of the Reguilatory
Flexibility Act (5 U.S.C mh) owd
ﬂoﬂln no (nitiel or final R

United States Government or foreiga
governments will not be made avuiable
for pnhﬂ: frspectian.

Trw pablic record cnn:!rm these

will be tred in the

Burnu of Export Administration
Freedom of Inforameren Records
Inspection Facility. room 18,
Departnent of Commerce, 14th Street

mwm 10 be or wll b
Pﬂl"

5. The provisiews of the
Administrative Procedure AcL 3US.C.
553, requiring notcr of proposed

mey bcmn—'lndmndn
sccordence with reguetioms pobiteed

20. 1900}
PART 77+—AMENDED

L Sea.nn T712{c)is uncndld by
removing the word “oc™ ot the end of
pnngnphl (€}(11) and (c) 12} and by
sdding pew paragraphe (c){13) anxd
(c}{14] w rend as jollows:

{7712 Gunersl provisions.
. . . . .

Qe

(13} The exporter either:

(i} Knows that the commodxly
software or data

(A)Andntﬂdhrwyl’uﬂuyn
projact listed in Supplement No. 7 o
part 778 of \his subchapier: or

(B} Will be oeed in the dexign.
development, production. or use of
sussiles in or by s contry wheve &
facility or project listed in Sapplesenat
Na. 7 to part 778 of this sebchapter is
locased: of

(i) 1a informed by OEL that &
vaiidated licerne is required for expont
1o a consignee. wherever Jocated,
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because the export may appiy ta the $778.2 (Amended} *2e knowiedge or belief that the
Jesign. deveiopaent. progucuon or use 2 §7732 saragrapn lalu c * are ded for the
v removing the {ast two sentences. Fuzzoseis) descnbed thereia
{14) The exporter either: 2 Sechon 778.3 13 amended by adding  Ad Uy. wndi i passible. the
{:] Knowas that the caowoodily. iwn new sentences at (e end of the sreciiic end-use(s) the commodities wiil

saftware or technscal data:

{A] Are desnined for any (aciity listed
in Sucplement No. 8 to part 778 of tus
suochaper or |

(B] Will be.uased.in the desigz.
davelopmeant. production. stocxpuing. or
use of ch I or bigi | weapons in
or by & country listed in Suppiemeat No.
S !a part 788: or R

(1] Is informed by OEL thata
vaiicated license o requirea for expont
{0 a consignee. wioersver focated,
because the export may acpiy ta the
desnign. development, preaucton.

oiling, or use of lor
tislogical weapons.

PART 776—AMENDED

4. Part 778 is amended by removing
§§776.14 778.19, and 57820

5. The heading to part 773 is revised to
read as {ollows:
PART 778-~PROLIFERATION
CONTROLS

6. Section 7781 is revised to read as
tcllows:

§TTLT Purposa

(3) Scope. This part defines the types
of ransactions that are governed by the
U.S. poiicy eoncerning the son-
~ecliferation cf chem; I and biological

1ntroguciory text 1o read a3 foilows:

$778.3  Additional valicated Ocenss
recuirements for eIPONs with Certan
nucisar snd-osee.

““hen the CfMice of Evpor: Licensuts
determ.nes that there 19 an urscceptable rak
cf use m or divemyion to quc scnTines, 1t
{2rm0 Ui exporter. erther indsvidustly
-IN dmencment 10 the requistions us
tratan d i d
required However, wte absease of
<8 20ulication does 00! excuse e

o Tom cozu. 12 the vaudaied
section

3. A new § 773.8 s acced to read as
{atiowa
$773.5 Prepering nuciear-retated
sopiicaton.

Az application far a license ta export
ismmodities or technical data subjec: to
:s:ons of § 778.2 § 7TB. o § 78S
te prepared and submitted on
5XA-822P, Appiicaten for Expert

.cense, It accordance wilh instructions

se forth in §§ 7728 and 779.5(e) of this

bcnapter with the foli dditional
insructons:

{a) /dentification of License
Azciicoton Enter the words
“NUCLEAR CONTROLS™ in ltem 4.
“Szecial Purpose,” of Forra BXA-822P.

(t) Consignee in country of ullit

: U the 4

ouclear P or exp|
devices. missile systems and tha UU.S.
mantime nuciear propulsioa palicy. The
controls implement policies set out in
secuon 3(2) (A) and (B) of the Export
Admimistration Act and section 309(c) of
the Nuciear Non-2roliferation Act of
1978 (Pub. L. 95-242), that ix: -

(1) To exercise the necessary
vigilance from the standpoint of their
significancs to the national security of
the United States:

{2} To further significantly the {oreign
policy of the United States or to Rulfid its
international responsibilities; and

(3} To maintain contrals over items
. ir i1 wiomif
for naclaar explosive purposes.

{b) Relaied legisiat:on. These cocirois
3:199[:::::1 xhlou cx:m’.ud by the

in e
couatry of ultimate desunatioa is not the
end-user of the commodities give the
name aad sddress of the end-user in
item 12 “Special End-Use.” or on sa
attacamest to the spplication. and if
known, the specific geographue locatians
of any i Jia ti blish or
sites at whuch the commodities will be

T used.

(¢} Comunodity description. (1) U the
CCL entry in questioa is divided into

L i the fic sub-
enuy that descnbes We commmodity. In

or p
broch snould be provided when
available

{2} I appiicable. include & descriptioa
of any specific features of design or
spec:fic madifications that make the
ccmaodity capabie of the uses

24 and the
Department of Energy under the Atosuc
Energy Act of 1954 as

bed in § 7781
{d) Ead-use. (1) A vague or general
" .

Nuclear Non-Proliferation Act of 1978
and other statutes. asd by the Office of
Defense Trads Controla. Departmen: of
State. under the Anns Expart Caairal
Act of 1978 (Ses §770.10 of this
subchapter.)

wiif deiay revisw af
an M | di

obtaia mare informenaon.

ave :n e desigrung, deveioping,
‘agricaung or testng nuclear weapons
2r nuciesr explosive devices or in the
Zesigmng, cozsiracung, fabricanng, or
coeratog the lanlities desanbed in
§rral.

0. Sections 778.7 and 778.8 are
cevised to read se follows:

17787 E nd relsted
Cala used in e design, daveiopment,
production, or use of missiea.

(2} Validated license requiremerss. In
sucport of US. foreign policy to Lumit the
s:anferation of missiles, an individual
vaiidated license s reguired to export
certain comraodities, software. and
rechrucal data reinted to the design.
Zeveicpment. production. or use of such
Tussiies to Country Croups QSTVWYZ.

i1 G dities subject o PO
celivery sysiems controls. The
csmmodites that require & validated
license becauss they are subject to
fareign policy cantrols on.weapons
Celivery systems appear within ECCNs
2018A, 2118A. 41188, 4302B. 1357A.
1361A. 1362A. 1385A, 1460A. 1485A.
1501A. 1516A. 1317A. 45168, 1522A

. 1529A. 45298, 191A. 1333A. 1584A.

35648, 1365A, 1588A. 4588A, 45878,
1Z95A. 1715A. and 1748A. Exporters
should consuit the Reason for Control
raragraph in esch ECCN to determine
the specific ilems subject to these
fareign policy controls.

{2} Technical dota and softsvare
subjec? to weapons delivery systams
controls. Technical data end software
that require & validated license because
t=ey are subject to foreign policy
controls on nuclear weapons detivery
sysiers are listed in paragraph (4) of
Supplement No. 4 to part 7079 of this
sudchapter.

13} Definiticn. The term “missiles” is
Jefined as rocket systems (including
baiiisuc missile systerms, space lauach

hicies. snd di: kets) ard
uamanned air vebicle systems (including
cruise missile systems. target drones,
ard r d ) ble of
delivenng at least S00 kilograms (kg}
rayioad to a range of &t lcast 300
kilometers (km)

(5} Coacols on other commoditias.
tecie:ce! dow. and sofoware. BXA will
review license spplicatiors. in

o ith the L :

resaiv as the end-use sometimss mast be with the ing paln
retzmed withbout actien ia order W cescnbed in paragraph (d) of this
secnon. for commodities. tachaical data,
i descnbed io N

{2 \Whea i an applicati
under § 7782, folly axplaio the basis or

or aot
(a) of this section that:



‘10788

(1) Requre o validated lcense for
reasons other than short supply: end

(2} Could be destined tor the dengn.
development. production. or use of
missiles, or for a facility engsged in such
activities,

() Additional validated license
requiremants based on end-uses related
o the design. development. production.

or use of mussiles. (1) Lo addition to the - -

validsted-license requiremeaty
described in parsgraph (a) and

182

(v} The types of assurances or
guarantess egainst design. development
p ion or use. of Jes delivery
purposes that are given in s particular
case.

(3} Consistent with section 8(m) of the
EAA, the following contract sancuty
dates have been established: .

{i) License applications involving .
contracts for betch mixers-spectfied in
ECCN 41188 that were entered in‘(n p:ior
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export from the United
Country Groups $ and Z snd reqons
and countries listed in Supplement No. 3
to part 778,

(S) The following restrictions spply to
use of Cenerel License GTDR: .

(i) Genersi License CTDR is not
available for technical data for the
producton of chemicai precursors
described in paragraph {a)(1) of this
section, except to Australia. Austria.

Igium. Canada.

to Januery 19. 1990, will be ed
ons basis.

parsgraph (b) of this secnon. e validated
license is required to export any
commodity, software, or technical data

by
(i) Ucem'n applications for
diti hnical data. or sofrware

(excluding technical data expartable
under the provisions of Genersi License
GTDA and commodities idennfied in

descnbed anly in paragrsph (b) or (¢} of
this section that involve s

P & the Federal
Republic of Germany. France. Greece.
Iceland. lreland. Italy. [span,
h n be Netherlands, New
Zesland. Norway, Portugsl. Spsin,
izeriand, Turkey, and the United

entered into prior to March 7, 1991, wiil

ECCN 735901 or 79991). when the exp e d by baasis.
knows that the dities. sofl (iif) A who wish & pre-
or technical data: i 10 be idered in

(i) Are destined for any [acility or
project listed in Supplement No. 7 to
part 778: or

(if) Will be used in the design,
deveiopment. production or use of
missiles in or by & country where a
{acility or project listed in Supplement
No. 7 to part 778 is located.

- (2) The Office of Export Licensing may
inform the exporter. s:ther individually
or t.h‘mnh smendment to !)he:ln .

Kingdom:

(ii) Genersl License CTDR i3 not
available for the export of technical
q.u for t}n production of commodities

reviewing their licenss appl
must submit documentation sufficient to
blish the exi ofa

agraphs (2)(2) end

(e) Commodities and tecknical data
described in paragraph (a} of this
section are not eligible for special
licenses.

{n p:
{s}{4). of this section to regions and
listed in Suppl No.Sto

Part 778

(iii} Gensral License GTDR is net
svailable for the export of technical
dats for the production of commodities
described in paragraph {s)(3) of this

4

that an ind

license is required becauss there is an
unacceptable risk of use in or diversion
to such activities, anywhere in the
world. Howsver, the sbsence of any
such notificaticn does not excuse the
exportet from compliance with the

iated license. i i

q of
paragraph (c)(1) of this section. Thase
facilities, projects, companies. or

8 entities ly identified
are listed in Supplement No. 7 to part
778, .

(d) Licensing policy. (1) Unless the
criteria stated in paragrapbs (d)(3). (d)(4)

equipment and technical data. (iv} {A) General License CTDR is ot
(a) Validoted license requi il “‘ foe techn 'dlu:'erl'la'liun
Thclollm;dr.z ls are h " din designsdor to p -
"W of the U.S. lorei| icy of pons P 3 o
o raing the proieraion sod iegsl b ECCN roe8 on ke CCL involving
use of chemical and biclogical P e g 3
(1) Chemicals identified in ECCN (1) Overall plant design:
47988 require a validated license for {2} Design. specificstion. or
export from the United States to all procurement of equipment:
d jons except A lia. Austria. ) (J).'Sugm of e:muuzuou‘
Belgium, Canada, Denmark, the Federa} of op: of
Republic of Germany. France. Greece.  plant or components thereof.
Iceland, Ireland. taly. Japan, (4) Training of personnel:
L bourg. the Neitherlands, New _®c on spacific p
Zealand. Norway. Portugal. Spain. involving such facilities.

Switzerland. Turkey, and the United

(B) This prohibition on use of General

or (d)(8) of this section are met, Kingdom. License GTDR does not apply ta exports
lpvlic(a)ﬁon.l 1o export the dit 12) Equi identified in EECNs to Ausgalia. Austria, Belgium. Canada.
will be considered on a case-by $129F. $132F, S133F, 5134F. S135F. S140F, Denmark. the Federal Republic of

basis to determine whether the expoat and 5141F in the Commodity Control Germany, Francs, Greece. Iceland,
would make s material contribution to List. which cap be used iz the Lreland. lu}y.gl'l::n. Ll_xxex)zo;::.:;n
the proliferstion of missiles. When an prod of chemical P 3
txpopﬁ is deemed to mske such a p and ch ] warfare sgents, Portugal, Spsin. Switrerland. Turkey.
contribution, the license will be denied.  requires a validated license for export and the United )

(2) The following factors are among from the United States to Country (v) General License GTDR is svailable
those that will be considered to Groups S and Z and regions and only to Aunlh: Austria, Bclgi:nn .
determine what sction should be taken ies listed in | No.Sto Canads. D the Federal Rep
on Individual applicagons: Part778. ¢ of Germany, France, Greece. lceland,

{i) Tha specific aature of the end-use: {3) Viruses and viroids identified in Ireland, ltaly, Japan. Luxemboug. the

(ii) The significancs of the export in ECCN 49978 and bacteria. fungi. and Netheriands, New Zealand. Norway.
terms of its contribution to the cesign. protozoa identified in ECCN 49968 Portugsl. Spain. Switzerland. Turkey.
development. production, or use of require a validated license to all and the United Kingdom. for software
missiles; destinations except Canada. for process control that is _-pcaﬂully
‘h(iﬂ) The :“p’bmdu and obj of R (4)“.l e and ! ;;?;25;“ con.f‘u;md t:‘cgnm_:l or initiate the

e missile spacs programs of the g lrector. ECCNs 516SF. P p
recipient country: S170F, S797F. and SOU7F. which can be precusors controlled by ECCN 47988,

(iv) The non-proliferation credentials used in the production of biclogical ™) Ca-;nvh on ndl'i commodities.
of the tmporting country: and . agents, require a validated license for A data, and BXA will



. review license applk-dom. o
with the i ing policy
desenibed in paragraph (d) ol lhh
+ section. for commodities. techmical data.
or software not descnbed in paragraph
(e) of the section thac

(1) Require a validated licanse for
reasons o then short auppiy:

{2) Are destined to & country other
than those Listed in paragraph (a){1) of
this section: and

{3) Could be destined for the design.
dcnl‘wmem. prcducuon. uockmlms. or
uss o

183
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determine what action sbould be takes
on indivndual spplicettons:
(i) The specfic nature of the end-ose
{ii) The a: of the export in
terma of its contnbution to the design.
devll:vnunl. prodection. stockpiling, or
use of ch
(iii) The nat-pmhlmuen credentiale
of the importing conntry: and .
*{iv]} The types of assurances o»
guarantees aguinst design. development,
prvdu:ﬂoﬂ. unckvdmg. or use of
that are

po.

fvenin s ;umcular case.

10708

{vtii} The contract sanctity dats for
exports to all desunations (except lran,
Libys. or Syna) of 2chloroethans] and
tnethacolamine is January 15, 1991, For
exports of 2-ckicrosthanal to Syria.
panmph {d}(3}{0) of this secticn
applies. For exports of triethanoiamine
to lran, Libya, or Syria, paragraph
(dX3i{w1) of this section appliea

{ix) The contract sanctity date for
exparts to all destinations (except lran,
Libya. or Syris) of chemicals controlled
by ECCN 47388 ls March 7, 1991, except
!er lpphudﬂu to export !hn !ullow\r'

orae o 4y engeged n vuch secuion S af on ENA. e lolowing | CoeCAl: SCiloromttanal dimeui
(e). Add:'t:‘anal vﬂl;z’l::ud‘l:'cms:’ Joted :::,a(:l‘i?h:ld.mm dates have been (dimettyl byd ey : LJ
to the design, dnnlapaznl. 2roduction. "(")e::"'x‘;::‘;lm’?" far ncmyl:hupbmyl difluaride.
35‘27»"2":‘.13':-.3.2"3::’(1;:"@‘.“.,4.. A oy gt wichloride. thi T'u~ thioayi chlarid
ox: d‘uondc. thiodi L sl
R mm”&:?f#ﬁw e R T
umodity. software, or technical data ) origy iy Apri 72 1988, paragranbs (d)(amlw(axaun) of

| data

(ii) The contract sanctity date for

under the provisions ¢f General License : (x) Ths contract sunctity date for
GTDA and commoditia identified in exporta {o Lrun ar S_yru‘ol dimethyl exporus of the following commoditias
ECCN 73991 or 79981}, when the exportar shospaite) mtu:yl" hinhid and technical dats is March 71901
knows that the commodities. software, nosohonvidichloride. 3 lidinol (A} (for producing
or technical data: N.N-diisopropyl hane-2-thiol pon p and chemical
{i) Are destined for any facility listed N.N-diisopropylaminoethyl-2-chloride. 3 fare agents) d bed in patsgraph
lng;)w&l;lmb:m.\.:&t&pg.ﬂ&n hydro xy-1 ethylpiperidis hyl (a}{2) of this section:
us: e design. h hosph ichlorids. and ®) Eqmvwlndmltﬂlh (rar
dwnlopml. woducﬂon. stockpiling. of  thignyl chicride is Tuly & 1987. agents) d
usaofch in (iil}] The contract sanctity date for in paregraph (a)(4) of this secton
wby-wmareemwumdh exparts o lran o7 Syria of items in (C) Technical data bed in
Supplement No. 3 to part 778 ECCNs 490978 and 40338 is February 2. parggraph (a)(s) of this and
(2) The Office of Export Licensing may  19ag. (D) Commedities. tecknical data, or
inform the exporter, sither mdmmuy {iv) The contract sanctity date for f described In b (c) of
or through l:u:dmcnl“!o tese  exports to lren of dimethyl this saction. e
at an b thylphosph hylphosphonyl The coatract sanctity date for
licensa is required because there is an dichloridi hylphosphonyi diftuoride. (xi)
unacceptable risk of use in or di oo Moride. end uporu of ammuu. tachnical daﬂ:.
to such activities. anywhare in the thiodiglycol is February 22 1589, O,mmnhm,_ 1901,

world. However, the absencs of anry
such notification does not excuse the

(v) The contrsct sanctity dete for
exports to Syria of dimuhyll -

exporter from complisnce with the ry y honyl
d license of dichlonde. and methyiphosphanyl
paragraph (c}(1) of this section. Those diftuonde is February 22, 1989,
facilities currently tified are listed (1) The contract sanctity date for
Supplement No. 6 to part 778. exports to {nn. l.ibyn or Syn'l of

(d) Licensing policy. (1) Unless the

{xii}) The contract sanctity date for
reexports of chemicals conwolled under
ECCN 47335 is March 7, 1991, except
that the contract sanc:ity date for
reexports of these chemicals to lran.
Libya. or Syria is Decamber 12, 1589.

(xiii} The contract sanctity date for

criteria stated in paragraph (d}(3) of this  hyd; flusride. sodium fuorid ' ts of virases and viroids
section are met applications to export sodium biflusride. phosphorus idectified under ECCN 4997B and
the o and technical data e ggd;m cymd._ bactenis fungi. and protozos identified
subject to this policy will be idered ieth pylami under ECCN 4993B Is March 7, 1991,
on & casa-by-case besis to determine wdmm ju.lnd.. nnd NN. (3) When preparing clllunsf.
whether the export would make a y is D ber 12, for .
masterial contribution to the design. 1989, shall type the Chemical Abstract Service
devalopment. pmdn:ucn. stockpiling, or (vii} The contract sanctity date for (C.AS.) Registy number in Item 9(b)
use of chemical toall d s (exceptlrpa  before each chemical ama. The CAS.
Whnmmudnzudbmhnnh m-smlcl hosph bers are listed with the controlled
.mmmmummnb- m.mylpmbumdmonylchloddl amummmm
denied. is December 12, 1980, For exports to ~List of Chemicsls." See Supplement No.
(2) The following tactors are smong or Syria, paragraph (d)(3}{U) of this uumzdm-bmm o
those that will b considared to secticn applies.
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{ar sy of lled ch isin  or export of s whole plant to make (hl See ||rm.und 779.1{a) of this
ECCN 47088 b | idenufi of other terms

11. A aew § 778.0 is sdded to read 83
Tollows:

§TTLS Actvites of U.S. persona.

{8) A validated licease or resxport
authorizetion is required for the export.
reexport or transfer of any

ot fi or
data, regardless of origin. by a U.S.
person (defined below) where that
person knows that such commodities.
software. or technical data:

(3) Will be used in the design.
development, production, or use of
missiles in or by a country where a
{acility or project listed in Suppiexment
No.7 1t 778 is located: or

) be used in the design.
dunl;:pntnl. producﬂcn. nockpxlm;. or
use o
or by a county thd i Supylmcm No.
S to part 778, or are destined for &
tnahfy listed in Supplezent No. 8 to

(b] No U.S. person shall, without &
validated licenss or other auth

in ECCN 479088, in countries other than
Australia. Austria. Belgium. Canada.
D ri. the Federal Republic of
Germany. France, Greece. Iceland.
Ireiand. [taly, Japan, Luxembourg, the
Netberlands, New Zealand. Norway.
Portugsl. Spain. Switzeriand, Tuskey, .
and the United Kingdom.

(d) No U.S. person lhlu. without &
validated license or other

used in Ihh
12 A new section 778.10 is sdded to
read as {ollows:

§770.10 Eftect of other provisiona.

U, at the time of export. s validated
license is also required under other
provisions of tha Export Administration
Reguladona (15 CFR parts 730-799), the

shail be submitted in

from the Offics of Expart L

knowngly support an expart. reexport,
or wansier that does not have o
validsted license or other suthorization
a3 required by this section. Suppnn

with the p of part
778 as wall as other spplicsble
provisions. The requirements of part 778
are applicable in sddition to, rather thaa
in lisu of, any other validated license

from the Office of Export Licensing:

(1) Perform any contract. service, or
empioyment that the U.S. person knows
wul assist ia the design. development,

or use of missilesinorby s
comﬂy whers & facility or project listed
in Supplement No. 7 to part 778 is
located:

(2) Perform any contract service. or
empioyment that the US. . persen knows
will assist in the design. de

means any action. reg sat forth in the Export
transportation. and freight for Admini: Ragul Insofar as
by which a person facilitates an nxpon. consistent with the provisions of part
reexport. or transfer without being the - 778, il of the other provisions shail
actual exporter or reexporter. -pyly squally to epplications for
(e} The Office of Export L and Ll issued under these

inform U.S. persons. sither mdnvidual.ly special
or through ‘::““"',.m these " 13, Past 778 is amended by adding 8
th atan | new S; No. 8 to read as

cense is follova: :
could invol lhc types of puuuplaen
and support d dinp (a) I No. 8—Chamical asd
through (d) of this section, unywhcn in Blcbdul A.m Facilities

the worid.

() For purposes of this section, the
term “U.S. person” includes:

(1) Any individual who is a citizen or
permanent resident slien of the United
States:

(2) Any juridical person organized
u.ndtr the laws of the United States, or

d withia the Uru(nd States

pmdn:uun. clo&ml.h‘ or use ol
lord

& country listed in Supplement No. s to
past 778, or is destined for & {acility
listed in No.8topart 778
{c) No US. person shall, withouta -
validated license or other suthorization
from the Office of Export Licensing.
participate in the design,

lndnduu foreign branches:
3) Any persos in the Unmd States.
(s] It shall be the poiicy of the
Department of Commerce to permit no
activity covered by this secticn that is
material in terms of its cnnmbuuon to

[TEXT TO BE FURNISHED IN FINAL
RULE]

14. Part 778 is amended by adding a
new Supplement No. 7 to read as
follows:

Suppletwent No, 7—Missile Technology
Projects and Facilities
[TEXT TO BE FURNISHED IN FINAL
RULE]

Dated: March 7. 1991,

James M. LeMunyoa,
Deputy Assistant Secretary for Export

the design. de
nodqnhu. or use of dn’nu:d or
ore

{FR Doc. 11-5881 Filed 3-8-01: 427 pm)
PLLNG CODR MW-TT-8
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for synonyms of conoolled chemicais in
ECCN 47988.

11. A pew § 778.0 is added to read a3
follows:

17709 Activites of U.8 persons.

() A validated license or reexport
euthorization is required for the export.
teexport. or transler of any

& f or
data. regardless of origin. by s U.S.
persosn (defined below) where that
person knows that such comezodities,
software. or tecanical dats:

(1) Will be used in the design.
development production, or use of
issiles in or by a country where s
facility or project listed in Supplecent
No. 7 to part 778 is located: or

(2) Will be used in the design,
development, production. stockpiling. ar
use of c& ) of biological p

p n
or by & country listed in Supplement No.

or export of & whoie plant to make
A | weapons idenufi

(h) See §§ 770.2 and 779.1(a) of tus
beb for deftrutions of other terms

1 ECCN 47848. in countries other than
Austalia. Austna. Belgium. Caneda.
Denmark. the Federal Republic of
Germany, France, Greece. [celand,
treland. [taly, Japan. Luxembaurg, the
Netherlands, New Zealand. Norway.
Portugal. Spain. Switzeriand. Turkey.
and the Uruted Kingdom.

{d] No U.S. person shall. without &
validated license or other authorizsati

used in this secrion.
1Z A new section 778.10 is added to
read as follows:

§TTR10  Effect of cther provisions.

(L. at the e of export. & validated
license (o also required under other
provisions of the Export Admunsiration
Regulations (15 IC}'R parta 730-799), the

i itted in

shall be eub

from the Office of Export Li
knawingly support an export. reexpert,
or Tansler that does not have s .

uoa

with the p 3 of part
778 as wali o3 other spplicable
pn-m-io‘m. The requirements of part 77

validated license or other
as required by this section. Support

Zieans any action. including £
Tansporabon. and freight forwerding,
by which s person facilitates an export.
reexport. or transfer without being the
actual exporter or reexporter.

are in addition to. rather than
in liew of. agy ather validated license
i set forth in the Export

Administration Regulations. Lnsofar as
consistent with the provisions of part
778. all of the other provisions shail
.lpply cqu‘:‘lzly. to applicatons for

e} The Office of Export Li ing ma; i .

$ to part 778, or are destined for a w(nx)m U.S. persons. aither md.lviduul.lyy specinl provisions. iaaued under these
;.‘ing&u““ in Supplement No. 8 to er w ";:‘:d.:fm;?-"h”.' lidatad 13 Part 778 is amended by adding s

(b) No U.S. person shall. without & license is required because an ectivity ?:l}:i:?’m‘ No.81o read g
validated licenss or other suthorizatton  ¢guld invoive-the types of participation
from the Office of Export Licansing: and support described @aphs (1)  Suppl No. 8=Chemical and

{1} Perform sy contract darvice. or  through (d) of this section. anywherein  Biological Agunt Faclities
employment that the U.S. person knows the world, TO BE FURNISHED IN FINAL
will assist in the design. development, (N For purposes of this section. the % -
production. oz use of missiles inor by a  term “U.S. person” includes:
country where a [acility or project listed (1) Any individual who is a citizen or 14 Part 778 (s amended by adding
in Supplement No. 7 to part 778 is permanent resident alien of the United nsw Sapplement No. 7 10 read as
lnglul’tn! tract, i s‘?‘l.:n juridical ized ' ; :

lorm any con! service, or 2) Any person organ‘ze: -

ecipioyment that the U.S. person knows  under the laws of the United States. or s“”l‘&“::‘ 7—Missile Tecknology
will assist in the design. davel any furisd within the United States  Projects and Facilities
production. stockpillng, or use of including foreign branches: and [TEXT TO BE FURNISHED IN FINAL

b } ot biol j pons in or by (3) A.uz person in the United States. RULE]
& country listed ia Supplement No. 5 to (g) It shall be the policy of the Dated: 7.1081
part 778. or is destined for & facility Departunent of Commerce to permit no sted: March 7, d
listed in Supplement Na. 8 to part 778 actinity covered by thus section that is James M. Labtunyca,

(c) No US. person shail. without a material in terms of its contribution to Deputy Assiscant Secretory for Export
validated license or other authorization  the design, devel prod:
fram the Office of Export Licensing. stockpiling, or use of chemical or (FR Doc. 915891 Filed 3-8-01: 4:27 pm}
participats in the design. biological or of misml LMD COOE 2W-OT-0
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Special u:..nlh:( Procedures Supplement No. 2 to Part 773—page 1

COMPUTER—CONSIGNEE DESTINATIONS (LIST A)

See the first footnote to entry number 1565 in Supp. No. 1 to Part 773 for computers that msy be exported to countries listed below.

Australia Luxembourg
Belgium C Nethertands © AED
Denmark : New Zealand .o
F P

- Norway
Germany, Federal Republic of

Portugsl

Greece
Iceland Spain
Italy (includes San Marino snd Vatican City) Turkey

Japan United Kingdom



Special Licensing Procedures

187

Supplement No. 3 to Part 773~page 1

COMPUTER—CONSIGNEE DESTINATIONS (LIST B)

See the first footnote to entry number 1565 in Supp. No. 1 to Part 773 for computers that may be exported to countries listed below.

Austria

The Bahamas
Barbados

Benin

Bolivia

Botawana

Burkina Faso
Burundi

Cameroon

Central African Republic
Chad

Colombis

Congo

Costa Rica

Cyprus

Dominican Republic
Ecuasdor ’
El Salvador
Ethiopia

Fiji

Finland

Gabon

The Gambia

Ghana

Grenads

Guatemala

41-636 0 - 92 - 7

Guinea-Bissau
Haiti
Honduras
Hong Kong
Indonesia
Ireland

Ivory Coast
Jamaiea
Jordan

Kenya

Korea, Republic of
Lebanon
Lesotho
Liberia
Liechtenstein
Madagascar
Malaysia
Maldives

Mali

Malts

Mauritius

Panama

Paraguay
Peru . Mt).
Philippines
Rwanda
Senegal
Sierra Leone
Singapore
Somalia

Sri Lanka
Sudan
Suriname
Swaziland
Sweden ™
Switzeriand

Togoailand
Tengo
Trinidad and Tobsgo
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Eligpbls

Contract Speciaust
lneupble ___

Date

MWO8 Speaatist  Dats

TR Doc 9119201 Filed 8-14-01: &:43 amj
LI COOR -0t

N

OCEPARTMENT CF TRANSPORTATION
Federai Aviation Administration

14 CFR Part 33

[Oocket No. $1-ANE-21; Amendment 39-
o]

Alrworthiness Directives; E.L DuPont
go Namours & Ca. TSO-C116,
Equipment Model 4585M3I78-0428

AQGENCY: Federal Aviation

Adouniscranoa (FAA) DOT.

::m-: Final ruie, correcuan to the final
e

This d .

the Federal

remains

sand & Wastungton. OC. or Auguat &
9.

M.C. Beard,

Jirector. A:rexort Cernfication Service,
.FR Doc. 71-19440 Flled 8-14-01: 8:48 amj
SULING COOK 49%0= 13-4

Tha restncaons that epply wihea &
exporter or U.S. person "knows* are tred
3 certain listed destnadons. For
= tar such
desanations siready are listed in
Suppiemant No. § to part 578 This ruie

OEPARTMENT OF COMMERCE
Buresy of Export Admwniswation

15 CFR Parts 771, 773, 778, 779, 779,
and 799

(Docxet No. 910818-11891

Imposrtion and Exparsion ot Foreign
Policy Controts

AGEMCY: Bureau of Export
Adminiszatgon. Commerce.

ACTYOM: [nterim rule wath request for
public comment.

SUMMARY: The Department of
Commerce is amending the Export
Administration Regulanans (EAR) In
support of U.S. no

policies. This interim rule tmposes
{ormign poiicy conuols on certain

aads S | No. 6 to past 778,
which wail List quasile projects whea the
\istis made final Accordingly, the
srovisions of sections 771.2(c)(13)(i).
TaIcH1), and 77RHa)(2) and (BN1) wiil
=0t be applicable untl Supplement No. 6
-8 revised (o waciude such projecta. .
This rule aleo imposes forergn poiicy
conrois on partcipaton and support by
U.S. pereons int the design. development.
production. or use of missiles or of

at exp
This tula restncts partcipation by
USS. parsens ia constnection of whoie
plants tnwudnn :hniuhn-m

ﬂhmhd:;mkunhnmmun
to
‘weapons proliferstion. grovping them in
newly designated paxt 778, Proliferstoa
Canrroia.

DATEE: This rule is effective August 15
1901 Comments must be received by

exports by providing authonity to dmy September 16, 1991,
clencal error in an Airworthiness items that already require & vaii (six
Directive (AD) which was published in  license under the EAR. for any renson copies) should be sent to: Petricia
m(“mmxrli‘nday.lutyg‘ other thas shart sugppiy, the Muidogisn, Othcs $rreok
1 H148). correcuon a expart cauld be desuned far the design.  policy Analysis. Bareas of Export
. mphnn time which shouid have dnv-lovmv_ prvdu:unn. ar use o( sid = of
d in the first of the forb C Wash DC 20230.
AD. The AD ia ail other respeczs wupnu.crlnrntsamymedm
unchanged. such actnities. K.mryn Suilivan, Bureau of Export
TPFCTIVE DATE: Angast 15, 1991. This rule also i imposes foceign policy i mimigtration. Telephoue: (207) 377~
ron o : an
d when Ihc knows
Mr. D. Kramar, (516) 791-0427. A that the commodities, techmical dats. or  SUPR
(ADJ. software will be ased in the design, Background

development, production or use of °
issiles or of cremmzieal ox bislogical

ruls Airworthiness Directive
applicable to 2 L DuPont dc Nemcun &
Co. TSO-C118 Crev

Breathing Equipment (CFBE) Modul
B-042N. was published in the
Fedsral Register an Friday. july 28 1991,

P or are dastined for such

i ar to any destinstion when
tha exparter is informed by the Bureau
of Export Administration {BXA), that'a

On March 13, 1991 (56 ER 10785) the
Bureaq of Export Admipistration
puhlhh.dnmmdndnmthchd«nl
Register thet expanded [oreign policy
contois in seversl ways in support of

(56 FR 34148}. The {ollowmg carrection us. tion policies. The
is nesded. validated u:enns:k |: ‘reqmd d“xm an Mnl:fﬂl:lﬁldw Policies. "
dd d some of the e
PART 33—{CORRECTED] e addition, m. rule impases foreign  for in President Mm-" December 13,
1. The authority citation for par 39 policy P to 1990, decision oo
continues to read as follows: destinations whm a U.S. person knows th!mtbn Coantrol Inittative (EPCI)
Autherity: ¢ USC. 1354}, 1421 and 1423, (DAt tha commodities. technical daza, or mdtndudndL hzncumordu' 12733
9 US.C. 108g) Pub, L 97440, :‘lmv-n will be used in the dniﬁ. of November 18, 1990. on n.?sd
l'-nu-ry 12,1983} a0d 14 CFR 11,39 evelopc::m. pndnannn. of use e pale ':.wy o the
3813 (Correctad) weapons, ot e dnun.d foe such March 13, 1991,
2 Sectica 38.13 s das 0 any d whaen pmpondmh.‘n:m:hmhwb«.n
follows: the US. nmoa is informed by BXA that  mads after consultation with the
Cnpln!ﬂvhmﬂm i ia a license 19 ired dus to sn  Depurtment of State end other
-section 39.13, Air D risk of isted .mmu m-idmdondth-m
n—mmmantmﬂpmmvh uss. Neither may a U.S. person, with Y public
after the compliance paragraph. add the o validated license. purform any ""‘""'mwm
following: “within 48 days after the contract. sarvics, or employment This interims role expandy foreign
eflecuve Jate of this AD™. knowing that it assists such activities. policy controls in several ways ia
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hinl 1 %

At this

support of U.S. nonaproliferation polici
The rule provides BXA with authority to
deny s licenss for sxports of items that
alresdy require ¢ validated licanse
under the EAR. for eny reason otber
than short supply, where the export
could be desuned for the design,
devcluwmm. production. or use of
for b

wupom. ot for a (acility engaged in
such activities.

usae, such lists are stll under
ccundmuu

gmpoud ruls. this interim
mlo b issiles” for
the phrase “mnun upchh of
dnhvmu nudnr mwul The

interim rule that was published oa
Decsmber 20, 1980 (34 FR mm. That

commenters suggestad tha
establish ¢ General I.Imn GLV dollsr
value limit for chemicats controlled

undsr ECCN 4796B. The commentar
noudmnluahumwlhip

mtthhnmlﬂmdbymo
change.
lnnddmca. this interim rule adds &

les of short notics to
foreign and that
these chemicals are of oo practical use
for chemical wespons production uniess

T‘humunmruhuhmmpou forei new provision of the EAR to restrict th buludhlnp
policy ls o exporus to ecafes par ion by US.  in missile. Bx'z."" ) :.'
regions. and d h of biol Manmuf
:hcn:n-mmmmm.nwmu weapoos MMMNOU-S-DOM thata vulmnllnllunnalﬂmldh
e used in may b ingly export oz P wore appropriats. This interim rule
pmdchmu{mgbipu.umol ecafy ‘; e o dities of AdbptﬂhthMlMMﬂ:‘;ﬂ
of or CCN 47988 to
wespons, ot is destined for a listed origin, of use in the design. Emuhwﬁmmdmmﬂ
project. Supplement No. 5 to purt 783 production. stockpiling. ar  gallon container (200 tisars) per chemical
alresdy lists & or ussof ch | or biological to the same consignes in ens calendar
ical and biol ] or of missiles. Nor may s US. person. year. These e
tule adds No. 6 to pert 778 h lidated ey  under License G-DEST (§ 7713
of the EAR, will list missile of emp of the EAR) to all
projects when such list is made final. knowing that it assists such activities. iran. lraq. Syris. and Country Groups 8
oot a When & US. person bas been infi and Z. uness the exporter knows or i
definition of the term “know”. The by BXA. thess prohibitions apply to 57  (5{grmed that the export will be used in
ropaaed rle coorained.s daAnien of et sad suppert by U1 Seockpiing, or wseof chemical
coo . tioa o participation support
“know™, but only two public comman; persons in or o use of ud
;:n supportad tha don. export of whole plants to make mehuz
ld:nnluo;.wonmnd TN'. prohibition aiso ds to support of addi ? becrested for °
T term ondafined. interim  any such tensactions,
s gr tod do e L i ety
contain & . At term
tims, the Departnent believes person” is defined for the purposes o (regardless ol the mb‘unhd
existing case law and fudiclal Lbase provisions o B the mnmuammm
guidancs to exportars. . United States. a rale g of cheaical
b4 sk ard rpendlems of  contres o of compounds crestad weing eontrolled
whether items are subject to nuc ded that should ¥ b ives, are not
controls or to foreign not to beanch of US. compani Nad Ho this
poucyemuvl!gmuh. systams of locatad in a foreign country. e e U, mmm ‘Ww
standard {n the auciesr controls is not mwbw ¢ h trolled
I wddine. (i toerm rule Two falt tha precirece x the
" B t
e EAR to muke clear that EXA may controls on US. persons should be chemical s merely an tmperity that was
inform en mncmmmu dropped sntirely. While the D not i nended
validated ts required for a has considered these commaents, this tablish
specific or reaxport {nterim rule makes 0o changes to the tbat BXA e Ih.:;' would
or for exports or resxports to & specific d in the proposed license or special t
end-e3e because of an ruls. mmm-m.
anscorptable risk that eoch shipments The commenty cetved ca the being sddressed in 8 separete rule that
activities, in the design, development, sugpestions about bow to minimize crestes o special lio y
or use of shipping delays and other problems that  #xports of and chemical and
hemical o blok of could result from the of to or
the . or datad 1 q s‘:‘ awﬁs‘mhm
con axparter,
“'""'““:.‘;ﬁ."m! . s " ‘: atoncla Twenty-thres commenters criticized
by BXA. or notice may be pubiished in i q for cartatn the fact that the proposed
the P Ragloter. activities, such as resesrch and i controls. They feit that
Elght the developcnant, quality checks. and small ths costs and dalays of the Lcensing
addition of sxpplaments to identify quantities of chamical would hort the
tpecific facilities or satities involved in  needed for testing. suggmston isin  of US. companies foreign
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requires commemes iz written farm. Qre)

controls wouid prove uuﬂzcun dueto 2. This reie wxvaives & colection of
the widespread af i sanect to de P
the controued rtems. Fourteen Reducuon Act of 1980 (43 US.C. 3501 er
commenters srpaea that foreign seq.). Atfected OMB controiled
avlnllbxhty maxes the of actons mciude 0094-000S,

is tha only fi 0894-0007, and ONG4-O010.
spproach. Three of these commenters 3. This rule does not contain policies
suggestea that - d:d‘lm be enunhmd with Federslism unplications safficient
forthe to preparaton of a Federsiism

and that tnhn to meet the desdline
sdould resuit 1 the termmmation of
latera) is. The D

't
senmitive t0 e amaazents agmost
umiatersl controis and intemes to

t3sessment under Executve Order
1812,

4. Because & notice of proposed
rilemeking end an opportamuty for
Public comment sre noe requared to be
fiven for this rule by section 553 of the
Administretive Procedure Act (S U.S.C.
£53). or by anry other law. under recuons
803(e) errd 804(a} of the Requiatory

b3l ity Act ($ U.S.C. a03{a} and
604(a)} no imtial or firat Reguiatory
Flexibility Anaiysts has to be ar wiil be

r I these
Among the factars tat wiil be
dered in decrdi t to

these wiil be woeth

bl have been d
multilateraily.

Tha proposed rale indicated that

while cmrract sancuty was being prepered.

3. The provisians of the
Administrative Procedurs AcL s Us C.
iring notice of

must be foll d by wnttes -
memargads. wiich witl also be & matter
2f public record and will be svailsble
‘cr public renew and copyms.
< tons from ag: of the
Chnited States Government or foreign
governments wall not be made avausble
ar public inspection.

"ha publl‘cm:ard concermng these

wll be in the

Furesu of Export Admimstration
Freedow of Informatton Records
[=spection Facility, room 4518,
Devartment of Conmmerca. 14th Street
and Penmusyivania Avenus. NW..
Washington, DC 20230. Records in this
facuity, indnd!n. written public

the sub

may be uupnmd ud copied in
.npmcd!mnuolth.t:adcnl
Federal Rmhﬁma. Information ebout

the oppartumity for public puuapnunn.
and a delay in effective date, are
h rrhia h this 1

the i of recards at
the {sclity may h-
\(u‘m( Carn[o.an u( Bwa.rl

sancuty when the intenm
rule wae puhiishad, Twenty & foreign and military affairs Oflu.r at the .buuwﬁnu ar by
d strong for ing function of the United States. Tb- cailing (202) 377-2550
contract sanctity J the S Yy of C; bas da ot Sabjects
ceed for US. compames to be viewed as  repart to Congruu on the oeed for these
rehnhh soppisers. Under this interm controls. No other law requires that & 15 CFR Parts 772, 773, 778, and 790
ase inie is notice af osed ing and an N
mmumm. However. cases may snsa ‘pz?nr public be given Exports. Reportng and recordkesping
in which contract sanctity is 'or lhh rule. requurements.
mwnmg’;ﬁtdhas‘;m hhn b of tha is :5CFR Pont 778
concerns rmsed by muswiles an of issaes raised by these regulations.
| and b this rule is being xuued &8 an intesim Nuciear energy. Reposting end

Exmphsmdmwunwmdhm r.x!annd. wiil be din ik

reintes di ! of final Jati . :SCFRPar 779

diately, and sigmfF: to actuai Acmrdindy.lhnocwmmmgn e ~
or immi vt iving missie i d who wiah to
systems or cb 1 and bioi J 0 do so at the eariiest Repomn' asd nwldlnpm' togy.
weapons. Accordingly, there wiil notbe  posable time to pemmut the fuilest :
a presumption of approval for license conmderation of their views. Accordingly, parts mm 78.778.
Li invoiving p The period far sabosission of 779, and 799 of the Export
Rather, the of & pre- wnli ciose ber 18, 1991, Administraticn Raguistions (15 CFR

existing contract wiil be treated as a The Department wall conmder ail parts 730-798) are amendad as follows:

factor to be conmdered in reviewmyg
ueenu lpphumns.

commants received befare the close of
the comment pcnod in dtvewplng final

1. The suthority citations for parts 771
and 776 ere revised to read os follows:

Auathority: Pob. L. 08-7Z 33 Stat. 303 {32
US.C epn 2001 of 500.). 09 emwndect Pob. L.
93-223. 91 Siat 1628 (30 USLC 1701 of seq. )
Executive Order 12274 of May 2, 1980 {45 FR
29783, May & 1980% Execstive Order 12770 of
September 30. 1990 (54 FR 45373, October 2.
1990); Executive Qtdes 1278 of November 18.
1590 (335 FR 48547, November 20. 1500).

Z The suthority citation for parts 773,
779. and 799 {s amended to reed as
foljows:

with the probibiti d after
n—-dnmmqummudmch. mundonh.em will be
Executive Orders tasuad on Angnst 2 considered if possible, but their
and & 1990, exporters iid ootain consideration cannot be sssured. The
guidance from the US. Dep: wnll not aceept puilic
Treascry, Oﬁudimmu comments accompmnied by a request
Contral concerning any export oc that part or. -u nf the mnnl be trested
reexport to lraq. fid
On March 7. 1991, the De ,mwhmome
submitted a report the reascn. The Departaent wiil retam sach
Congress of its intent to inrpose these conms.ﬁmummmr:nm
cowutrola. the deveh of Bxal Alt
public on these in
mwcd mﬂhnmdwﬂkmﬂnﬂ
muhlmhﬂnhpuhﬂcw
1. This rule ts consistent with and .,,_,hh
Executive Order 12291 and 12881 and

Pub. L 98~72, 83 Stak. 303 (30
U.S.C. app. 2401 ot 56q.), as amended: Pub. L.
93223, of Decanber 2K 1977 (B USC 1708
ot s00.k 1O, 12714 of May £ 1980 (43 FR
2783, May 6 1980% EC. 12730 of Septymber
30. 1990 (S5 FR 6GX7% Octobar 2 1990%: LO.
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12738 of Novemnper 18, 1990 (S5 FR 48587,
November 20, 1990}

3. The anthority atetion for part 778 is
revised to read as follows:

Authority: Pub. L 98-72 % Stas 503 (50
USC app. 2401 #f 20q.). 80 amended: Pub. L.
35-220. 71 Stat 1028 (S0 US.C. 1701 ot seq.)
Pub. L 93-242 92 Stat. 141 (42 US.C S1391a))
Executive Order 12714 of Msy 2. 1980 (43 FR
2278, May & 1960k Executve Order 12730 of
Sepurmber 30. 1990 (33 FR 40373, October 2.
1390k and Execuuve Order 12733 of
Novemoer 18,1990 (38 FR <8387, November
0. 19901

PART 77+—{ AMENDED} .

4, Section 771.2 is amended by
revising paragraph (¢} introductory text:
by adding 8 new parsgraph (c)(13}; and

Dy adding a new paragraph (c){14) 0
read as follows:

$ 7712  Genwral provisions.

(c) Profudited shipments. No general
licensa, excwpt General License GTDA
(and G-DEST as (t applies to ECOCN
75991 and 79000}, may be used to eflect

PART 773—{ AMENDED)
§773.2 [Amended)

£, Secuon 773.2 paragraph (bj{8)1s
amended by reviang the pnrese
“4 776.18" 10 read "3 7TR.7(a){1)".
$7732  (Amended)

8. Secnon 773.3. paragraph (b)(1){iv) s
amended by revising the phrase

“§ TTa18" to read “§ TTAI{al1)"

§ 7737 [Amenced)

7. Section 773.7. paragraph (b)(S) is
amended by revising the phrase
“§ T76.18" to read "§ TT37(al{1)".

PART 776—{ AMENDED)

8. Part 776 is amended by removing
sections 77618 and 77818,

9. The heading to part 778 is revised to
read as follows:

PART 778—PROLIFERATION
CONTROLS

10. Section 778.1 is revised to read as
followw:

an export to uny destinstion if: $778.1 Purpose.
. . . . . {a) Scope. This pm defines thl rypn
. of &t tare g d by
{i‘):l,:m lhn' ?:.mh'r' " US. poUcy um‘mmg the l’l:l:- .
saftwars ar technical data: " -y

(A) Are destined for any project listed
in Supplemant No. 8 to part 778 of this
subchapar: or

(B) Will be used in the design,
deveiopment, production. or use of
tussiles tn or by a country where a
project listad in Supplement No. 8 o
part 778 of this subchapter is located: or

(i) Is informed by BXA that &

because the export maey apply to the
design. development. production. or use
of aussiles:

(14) The exporter either:

(i) Knows that the commodity,
software or technical dats will be used
in the deaign, development, production,
stockptling, or uss of chemical or
bislogical weapons in or by & country
listed in Supplement No. S to part 778 of
this subchapter; or

17782 (Amended]

i in § 7782 paragraph {a}is
amended by removing the last two
sentences.

12. Secuon 7783 Is amended by
adding two new sentences at tbe end of
e tntroductory taxt to read as follows:

* ¢ * When BXA detarmines that
therw te an unacceptable risk of uss in or
Ziversion to such ectivitiss, it may
:nform the exportes. sither individually
cr shrough t to the regulstions
.3 thus subchapter. thst an individual
vaudated licanse is required. Howevar,
the absencs of any such aotification
coes oot excuse the axparter £ from

Li with the validated license

requrements of this section.

13 A new § 7780 ls added to read as
follows:

§ 7788 Prepering nuciear<eiswd
applcaton.

An spplication for s licenss to export
commodities or technical data subject to
provisions of § 778.2, § 778.3. or § 770.8
snall be prepared and submitted on
Form BXA-622P, Application for Export
License, in sccordance with instructiom
set forth in § § 7725 axd 779.5(e) of this .

beh with the fell

neclear P
devices, missiles systems md thl U S.
maritime nuclear propulsion policy. The
controls tmpiement policies set out in
sections 3(2}{A) end (B) of the Export
Administration Act (5¢ US.C. spp. 2401~
2420) and section 309(c) of the Nuclexr
Non-Protiferution Act of 1978 (22 US.C
3201-3282 42 US.C. 2011-2160(a}), that
is:

(1) To exercise the necessary

from the standpoint of their
s:grificance to the aationai security of
the United States:

(2} To further significandy tha foreign
policy of the United States or to fulfill its
internationa] responsibilities: and

{3) To maintain controls over items
becauas of Umir potantial si
for nu:lnu wlomn

"y L

iastructions: o
{a) Identification of Licanse
iapllauuon. Enter the words
*NUCLEAR CONTROLS™ in [tem &
"Spcdnl Purpose.” of Form M.
(b) Cansj in
destination. [ the consignes in the

name acd sddress
uenu "Sp-dnlm-Uu oronan
to the i and if

known, the lpcdﬂ:mph:huuam
of any instailstions. establishments. or
sites at which the commodities will be
used. .

(¢} Commodity description. (1) U the
CCL entry in quastion is dividsd into
sub-entries. indicate xbwoaﬂ: lu!»
entry that b tha

These
wpvhzunnhon -xmud by th:nd

ddition, specifica

heach

DemdluxunndnthnAmm

(i) I» informed by BXA thata Energy Act of 1954 (42 US.C. 2011-2290).
validatad licenss is required for expart as amendsd by the Nuclezr Non-
10 & consigues, whersvar located. Proliferation Act of 1978 (2 US.C. 32m~
becanse the expart may spply to the 3282 42 US.C. 2011-2180(s)) and ather
design. devel d the Office of Defenss
stockpiling, or use of chemical or Trade Contruis, Department of State.
biclagical weapons. under ths Arms Export Control Act of
. . - . - 1978 (22 UB.C. 2Z751-2797¢c). (See

§ 770.10 of this subchapter.)

should be pvndld’ when
availabis.

e of st
res or
ohnyl modifications thst make the
comodlryup.hh to the uses
described in § 7788
(d)ﬁ:nd-mu)l\vu-mmml
enu-oudmﬂ will delay review of

nwntmmwmh
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returned without acton wn order 10
ootain more informauon.

12) When supoutng an appiication
snder § 778.3. fully expisin the bams jor
:5e anowieage ot oeiief that the
commaodities are intended for tie
;:umowsl delc.nbcd therein.

u the
sper.ulc end-use(s] the commoauties will
have in the desigrung. aeveioping.
fabncating, or tesung nuciear weapons
or nuclear expiosive devices or in the
desigrung, consTrucang. hbncau-ig‘ or

or soil not d bed in

‘a) of this secuon that:

{1) Require a vaudated license for
+2asons other t2an saort supply: and

{2 Could be desuned for the design.
leveiopment. proguction. or use of
massiles. or for a faciity engaged i1n such
acawvities.

(¢c) Additional voiidated licenss
requirements bcsed on end-uses reiated

what sction should be taken
:3 inaividual applications:

11) The speaific nature of the end-use:

1} The sigruficance of the exportin

:ermy of its contnbution to the design,
Zeveiopment. production. or use of
Tisses;

11i1) The capabilities and objectives of
:he gussie and space programs of the
country:

to the design. ce proguction.
or use of mussiies. (1) Ln addition to the
vaiidated license requirements

ooeraung the f

§783
14. Sections 778.7 and 778.8 are
revised to read as foilows:

§770.7 Equioment and reisted technical
deveiopment,

(a) Validated license requur o
support of U.S. foreign poiicy to limut the
protiferstion of mussiies. an individual
validated license is required to export

{e) and (b) of
th1s secuon. a vaiidated lice: s

{iv} The non-proliferaticn credentials
of the imporung counay:

{v) The types of assurances or
suaractees against demgn. development.

'eqmd m export any
hnical date (

techrucal d-u exponatle under the
provisions of General License GTDA
and cammodities idenufied in ECCN
+5991 or 79990), when the exporter
knows that the commodities, soitware,
or technical data:

(i) Are destined for a project listed in
Supplement No. 8 to this part 778: or

or use. of les deiivery

purpoul that are given in a parucular
case: and

{v1) The existencs of & pre-existing
contract

{3) The following contract sanctity
dates bave been established:

{i) Licensa applications involving
contracts for batch mixers specified in
ECCN 41128 that were entered into pnor

certain commodities. software, and i) Wil des: 10 [anuary 18, 1990, will be considered
technical data reated 1o the demin  devalopment. producon of tee of cas basis.
development. production. or use of such - in ot by & country where & {ii) License epplicaticns subject to
mussiles to Country Groups QSTVWYZ.  project listed in Suppiement No. 6 to this  paragraph (b) or (c) of this section that

(1) Commodities subject to weapons part 778 is located. whether or not that invoive a contrect entered into prier to
delivery systems controls. The use involves a listed project. March 7, 1991, wiil be considered on &
commodities that require a validated (2) BXA may inform the exporter. case-by-case besis.
license becauss they are subiject to esther individuaily or through (iid) Appunm 'ho wish & pre-
foreign policy ls on d to these reguiations. that an idered in
delivery systems appear within A ECCNs individual validated licecse is required Mlhnunwuuﬂom
2018A. 2118A. 41188, 41318, 41338, b thers is an bie nsk of  must cubum documentation sufficient to
43028, 1357A. 1381A. 1382A, 13835A. use w of di to such activiti of a
1400A. 148SA, 1501A. 45188, 1S31A. anywhers i the worid. When such (e) Cammdammdbchnmldma
1548A, 1581A. 1564A, 1583A, 1588A. aotice is provided arally, it will be aesmb-dlnmll (o) of this
4583B. 1595A, 1733A, 1748A. and 1763A.  followed by & wnitten notice within two  section are aot e/igible for special
c&ownfn should :ontd:h thEe Reason far  working dsys .@gd by the Deputy licenses.

ntrol paragraph in ea CCN to Anuum Secre for Export
determine the specific items subject to lﬂ'! . the ab §7788 Chemiasl precursors end
there foreign policy controls. ol agy such notification does not excuse mm—“:“‘

{2) Technicai data and software the exponer from compliance with the rea a3 1 .
subject to weapons dalivery systems license of n(" ' 1“""“ din

Teck 'dﬂllﬂd clalthuucuan.An e

that require a validated license b ( " l din mppondmus.lmpoucycl
they are subject to foreign poiicy Supplmm Nm  to this pm 778 opposing the mﬁ!ﬂﬂnﬂ and illegal
controis oo suciear weapons delivery Exporters are deemed to h.v. been 3 of ch
systems are listed in b (4) of infi d that an indi (1) Ch mm“‘m
Supplement No. 4 to part 779 of this license is required to export to u:eu 47988 require & validated license for
subchapter. projects. should be aware that  export from the United States to ail

(3) Definition. The tarm “missiles™ is tha list of projects in Suppiement No. 8 destinations excapt Annr,l.h. Austria.
defined a3 rockat systems (including to this part 778 is oot ‘ Belgium, Canada. D the Federal
ballistic misaile systems. space launch extrs csution shouid be d when of G Francs. Greece.

hictes. and d 3 and making llY -hxmncnu to & country Iceland. Ireland, {taly, japan,

d eir vehicie sy includi Na. 8 to this uxembaurg, the Netherlands, New

cruise mussile systema. target drones, part 778, Zealand, Narway. Portugal, Spais
and d ) bie of (d) L poiicy. (1) Applicat T d the United

delivaring at least 500 & {
paylosd to a nnu of at least 300
kilometers (km

(b) Controls on other eom.moamn.
technical data, and software. BXA wiil
review licanse nwhnnm in

wth the L ing policy

described in paragraph (d) of this
section. for commodities. technical data,

to export the commodities
considered on a case-by-case basis to
determine whether tha export would
make & matenial contribution to the
proliferation of misstes. When an
export {s deemed to make such 8
conmbution. the license will be denied.
{2) The following factors are among
those that wall be considared to

Kingdom.

(i) A validated license is required for
chemical mixtures containing any
chemicals identified (n 4788B. (Mixtures
that contein chemicals controiled under
this ECCN are controllad as precursors.
except when the precursor chemical is
merely an impurity that was not
intentionally added or is & aormai
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disat in Y
for retail sales)
{ii) A validatad license is not ired

o1
P

(4) Trainung of personnel:
(5] Consultation o fi

fa o bie

for chemical compounds crested with

(2) Equipmant and msterials identified
in ECCNw 5129F, 5132F. 1337, S1F.
$135F, S140F. and S141F. and 5797F in
the Commodity Cantrol List. which can
be used in the yndu;ﬁm: of chemical

pons P or
agents. require & validated licensas for
export from the United States to
Country Groupe S and Z and regions
Usted in 1 No.$
to this part 778,

(3) Viruses and viroids identified in
ECCN €0u7B and bactsria. fungl. and
protozos identified in ECCN 49988
require s validsted licenss to all

involving such

(B) This protubition on use of General
License GTDR does cot apply to exports
to Australia, Austna. Belpum. Canada,
Denmark. the Federal Republic of

to such activities. anywhsre in the
world. When such aotice is provided
orally, it will be followed by & wntten
notice within two working days simed
by the Deputy Asaistant Secretary for
Export Administratton. However. the

Germany. France, Gevecs, Icealand.
{reiand. [taly, Japan. Luxemboury. the
Neherisnds, New Zeaiand. Norway,
Portugal. Spain, Swinsriand, Turkey.
and the United Kingdom.

{v} Genarsl License GTDR i is avaisble

b: of any such notification does
not excuse the m from compiiancs
with the validated
of pangnph (e)1) ol thu mnn&

(d)L

. (3) A i
to expor the nomdmu and techrucal
data nubncz to this policy will be

oniy to A Austna, B

Canads. Deamark. the Federal | Republic
of Germany. France. Greece. [celand.
Ireland. ltaly, japan. Luoxembourg, the
Netherlands. New Zealand, Norway,
Portugal. Spain. Switzeriacd. Turkey.
and the United Kingdom. for software
for process comtroi that is specifically
:onﬂg\md to mnl ar initiate the

(bl Contrals on other

on & cass-by-case besus 10
determune whether the export would
make & material contribution to the
desgn, development, production.
stockpiling. or use of chemical or
biological weapons. When an export is
deemed to maks such a contribution. the
license wili be denied.

{2) Ths following factors are among
those that will be conxidsred to
determine whn actian should be 1aken

tachnical data. and software. BXA will
nmwumunwuudm

dnmh.dlnwunph(d) Jm:
ncnon.lcrennmod.l
not d
(.)omumm
{1} Require.a validated license for
nmmmmw
(2) Are destined to & country other
lhnv.huo “hm(l)ﬂ)d

(J)Guuldhduﬁmdfuthndmm
m -

on
(i) Tha specific nsttare of the end-ase:
(ii) The significance of the export in
terms of its contribution to the design.
d-v:l‘ommwN.c
uu)mmmm-ﬂm
of the tmparting

given in & particular case; and

Aastralia,
Belgium, Canada. Denmark, the Federal dmbml.wod stockpiling, or (v} The existence of a pre-existing
Rapublic of . Prance. use of ch )
lceland. lreland. Itaty, or!orlhd.lllym.dhnch (3) Contract sunctity. The following
MMNMNW activites. contract sanctity dates bave been
Norway, Portugal, (¢} Additional validoted License established.
Switzeriad, Turksy, and the Unitad requirements based on end-uses related (1) The contract sanctity dete for
to the design. di P ‘ Sy:ho!
(i) License GTOR is sot :mdpdluor wse of chemical or nsthylphos N
S hhmd h ‘)h ddid © - b loaricda My T
dlnh!b-m commodities d oxychlor o ol
w(-)mni(n)u) dudhdhmnh(-)nd(b)d dL \amine ycrs o vd
of this section. 10 regions and this section. a validated license is at ning, & y
l!”l:dhwrh.lu&qm required to export .uly‘. dity. (2-chio hAp:ﬂ:l“ s
or
(ili) General License CTDR is not technical data exportable under the (ulmmwquanlw
available fer the export of tecknical prowvisions of General License GTDA efpoﬂglumeli_lqh‘ dimathyl
w o & 7900l), whas the = phosph ‘mﬁyl M
18 peregreph (a)(3) of this or o Lev . Stdiennd
e knowas that the £y
(I'IMG--I GTIR is not or tecknical dats will be used in the N.N.dxwwyhm-gnr -t
wauhm design. N.N-dﬂ. “)-
dest d or stockpiling, or use of ch } or ydroxy-i-methyl . trims
Jed ;ufﬁ . hN:".M b4 thi yixchhﬂd-hhlyllw ed
ECCN <ueB i n Sto on:
"g‘ on the CCL. tovalving Scpplemant part (ﬂl)mm a | d'{‘h"’:'
. 2) BXA intorma ', exports to oe Syria of {tems
"n-u.-aum"ﬁu d” i 'mm m.mmmurma
amsndmant t the reguistians in this .
(J)l-vﬂ--l bek that an (ndividual validetsd uv)m date for
wu--.-u-d_u- license {s reguired becawse thare is «n m‘nb{ndu“y‘t‘ L
plest er svmpensats thereol: unacoeptable risk uf wwe ta or yip
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difluoride. oxychloride. and {xii} The contract sanctity date for from BXA. participats ia the design.
thiodiglycal is February 22, 1989. reexports of viruses and viroids construction. or expert of s whole plant

(v} The contract sanctity data for
exports to ann. l.lbyl. or Syril of

ourets P g %0 ﬂ‘ am il d
sodium bifluoride. phosphorus
pcmnumd-. lod.lu cyade.

sodium tulﬂdc. md N.N-
is D ber 12,

mm.

{vi) The contract sanctity date for
exports to all destinations (except lran
or Synn] of phoavhnmn trichioride.

idenufied under ECCN 49978 and
bacteria. fungi. and protozos identified
under ECCN 49088 {s March 7, 1901.
(xiii) Applicants v!l:o wilh o pre-
din

revlnnn] their license apptications
cust lubmn documentation sufficient to
ofa
(4) Whu rnpcm [ llunu

shall type the Chemicat Abstract Service
(C.A.S.) Registry number in [tem Xb)
befare each chemical name. The CAS.

to make chemical weapons precursors
identified in ECCN 47988. in countries
other than Australia. Austria, Belgium.
Canada. D the Federal Republi
of Germany. France. Greece. Iceland,
ireland {taly, Japan, Luxembourg. the
Netheriands. New Zaaland. Norway,
Portugal, Spain. Switzerland. Turkey.
and the United

(d) No U.S. person shall, withouta
validated license or other authonzation
from BXA. knowingly support an export.
reexport, or transfer that does not bave

and thionyl chlorid, bers are listed with the controiled a validated license or other
is Decamber 12. 1989. For exports to lran chemicals in ECCN 47688 under the authorizaticn &8 required by this
or Syris. paragraph (d)(3)(Li) of this List of Chemicais.” Ses Supplement No.  gection. Support means any action.
section applies. 1to § 709.2 of this subchapter. 5 ineluding financing. transportation. and
(vii) The contract sanctity date for 23: Precutsor Chemicals. hmht!wudtubywhidup-mn
exports to ail destinadons (except iran, {37 synonyms of in axport, reexport. or
Libya. or Syria) of 2<chloroethanci and ~ ECCN 479eB. wansfer wmm: being the actual
tristhanolamine is lmnmlml-‘or {¢) Commodities and technical data eXPOTIAT OF reaxpOrtar.
exports of 2chloroethansl to Syrie. described in paregraph (‘) of this () BXA may inform U.S. persons.
paragraph (d)(3)(i) of this secticn secdon are not eligible either individoally or through
applies. For of License L‘h' d L that an
to lran, Libys, or Syria. parsgraph s«m:-swum and  ipdividual validated d
(d){3)(vi) of this section applies. the Project License because aa ectvity could tovolve the
(viil) The contract sancuty date for L 15.Anew § 7789 sadded toread 83 1yney of participation and support
toall d lran, dmhdhunmm(n)w(d)
Libye, o Syris) of chemical led ¢rae otua of this section. anywhere in
bymmuuudlf.lwl.uupt A lidated license or thnmchmﬂnbwww‘dmﬂyn
Iuruvpunummupcnm ing Y is ired for the export. will be foll d by a written notice
hyi far of mmmwwhudnnwbym
celbyishorpbouata. dimebyi phosphits  commodities. software.or wehnical  DePUY Assistant Secrvuary for
dau.mudhnolmdn.by-ﬂ& of this the
: defined below) where that (f) For purposes section,
mathy yi diffucrida, perscan { term US. persoa includes:
wu o pmmmlmr:.?:nmdwu. (1) Any individual who {s & citizen or
mmwwlw:hlom (1) Wl be used in the dasign. , gzmu:mtmmdmumud
heanh dn y el or use of W) Aay
(dns)m)-nd(duauvmdmummn e et b oy e o this e thy Lows of the Usited Saces or
For exports to Iran, Libya, or Syria. see part 778 s located: or y jurisdiction within the Uniled
g;;:a-vh- (d)3)(1) through {d)(3)(vi} of States. inch

(2 WLl be used in the design.

production, stockpiling, or (3) Any person ia the United States.
e e vyl ol Gemiclx ol wiwpone 8 sl ey ol
exports ties i No. t oo
and tecknica] data s March 7, 1991: :’t:’u;.pm?’lhuh activity covered by this section that is
(A) Equipment (for (b)NoU&pmMMthm- material Lo terms of its costribution to
WeapOR precutsory aiidated license or other authorizadon  ths design. development,
i ageats) described in BXA: tockpiling. or use of chemicai
ugraph {a){2) of this {1) Perform any contract. sarvics. ot biol ) orof 1
B) materials {for that the U.S. person knows [h)&cﬂm.zudﬂu(n)olm.
d bilok 'Iﬁﬂ)" bed will asaist in the design, d {or definitions of other terms
in h (a)(4) of and or use of iles tn or by & used In this section.
Technical data described in country where a project listed in 16. Apew § 778.10 s added to read as
paragraph (a)(5) of this section. Supplement No. 6 to this part 778 {s follows:
{x) Tha contract sanctty dats for located: of other
subject to {2) Perform any servica, or §77010 Eflect Srovislona.
paragraphs (b) and (c) of this section is that the US person knows I£. at the time of export, & validated
March 7, 1901 will assist in the design. t  licenseisalso
(xd) The contrect sanctity date for or use of provisions of the Expant Administration
of cb h i ‘weapons in or by gulatic in this subc z, the
ECCN 47088 is March 7, 1991, axcapt a country listad tn Supplement No. 5 to pplication shall be i
mmnmm:yum- this part 778 with the pr of this
reexports of thess chemicais to ran, {c) No U.S. persom shall, without a part 770 as wall as other o ble
Libya. or Syria is December 12, 1980, validatad license oe other authorization  provisiocs. The requirements of this part
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778 are applicable in edditon to, rather
than in lieu of, any other validated
license requirement set forth in the
Export Administration Regulations in

PART 779—{ AMENDED]

§779.4 [Amenced]
18. in § 770.4. paragraph (d}(18) is

this subchapter. Inscfar as
with the provisions of this part 778 all
of the other provisions shall apply
equaiiy to applications {or licenses and
licenses issued under these specisl
provisions.

i7. Part 778 is amended by sdding e
rew Supplement No. 6 to read as
follows:

Supplement No. —Missile Technology
Projects

(No projects are idenufied at this tums.)

ded by revising the phrase “776.18"

to read 7787,

19. Section 779.4 is amended by
adding a new paragraph (j} to read as
{ollows:

§ 7794  Genersi Licenss GTDR: Technical
asta under restrcon.

(i) Addi \ - licabl
to ch | or biol l in
addition to any cther restnictions in

§ 779.4, the use of General License
GTDR is further restnicted by

§ 778.8(a)(5) of this subchapter.

Supplement No. 4 to pars 779—
[Amended]

20. in supplement No. 4 to part 779

(Addmoml Smﬂuﬂm for Cannm
i Data Req

ucmu 0 all Duuutwm Except
Canada). paragraph (4) is amended by
revising the phrase "'} 776.18{s}" to read
4 778.7(al(1) of this eubchapter” in the
following entriss: ECCN 1501A. ECCN
4518B. ECCN 1331A. ECCN 1563A.
ECCN 1868A. and ECCN «3688.

PART 799—{AMENDED]

21. In the list below. for sach ECCN on
the Commodity Controt List
{Suppiement No. 1 to § 798.1) that is
indicated in the left column, remove the
reference indicated in the middle
column from wherever it appears in
each ECCN. and add the reference

ndicated in the nght column:
ECCN Remove Aal
ot ! .

Conwoie Sor ECCN headng: i {
a--u-ua.-nau-macr ! 7T 1NR) J § 7T AN
Rasson &y Cone. 1, i BTN

aNk

Conin &y EOCN heaing:

Ragscn ky Conyrot. § TR, § 7707
I3

Cartrom for ECOM heeaing

Aageon by [ ST ] [ Re  B{C UN
181k H

Corroi for ECCN Meading: '

Remtcn tov Coro. 17T IM0). [Re S LY
Sosca Losrwes Avedeow 1778180, e

Cowels tor ECON headng:

2 [2e 817 §TTRTGNY

Conuols for ECCN Meading

Lcansss o) (L 30N
o804
Corwon for ECCN
Avadatey. (3., 817" [ Res K(0 8
1
Corwuis ty ECCN .
plap e e Ly
SO LEONIES AN e} § TTRI0) §778. e
19014

Carots for ECON headrg
Reason & Corwrol (2 § 770.154R). §T78.7(aXt).
Lo 27 = = S — o, X -] LR 200

1B

Comwols for BCCN heatng:

New Exptie Ry Gerevnl Lioerms GCT (3 | § 770383, §TR.TIO
Avagcw tor Corwol 2 § TR ING). § TTR.TtaX1).
[l oY S —— 1, 31 ) §778. .
15404

Cangte ke ECON heading:

- TTR 1900, - [ ke S UN
L=y oy e — ) X ) [ g 2400
1A

Conuty tar ECON

& e § TTRLI00D). §770.taxL
K 7 Y S ———— Y, R ) § 7. Na)
15044

Conets tor ECCH

u‘_m‘,-. TR0 1780t
19084

Canpam tor ECON heacing
Cammaey Not Eighis v Gerersl Licerwe GCT a3 7T

™ H ™ § RNt
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XN Aorve Ads
el T 1Y | YT (Rt 08
[y
Conyom ©r £CCN fumting . -
a—-:—-a—_— =:-= -
wes: .
o (R 8177 (18708
100
7:?-‘—- 1. T tranm
Cormroms ter ECCN heading:
17e0a
e ot 3030 7.
oY ey A —— | £ ) s
1
o e 3, T (1.0 Y
21 [n Supplement No. 1 to § 790.1 (the  consumer goods intended for retail ﬂmnz)---ddmuh
Commodity Contrat Commodi poultry Centinued marksting of
Group 7 4 v v LR gantian vislet for ase in aay (ood animal
&nd Related Special Licanses Available: See part mu--ﬂu.:-nunlv
Matertals). ECON 67088 {s amended by 773 of this subchaptar. r'ﬂ-dn m“m
revising the Validated License e o 0 v 0 «n epguoved l“-'
and Special Licenses Available Datad: August 8, 1991 ;wm“ Theve are carrendy
- " or sporoved NADA's for guatien violet
708 Preswrver and ermediate Doputy Assistomt Socrotary for Expert in food
n-u-::-.-:‘ - (MR Doc. 9119008 Flled §-14-81: &43 am) Mhﬂ::mﬁ?&-‘s
Controls for £CCN c5a8 junendsanbuiening and CRAE states &re 50t met with
Unit*°* * ALTH AND z::u-had.:nﬂnvﬂnh
s alideted Ucanes Required AT RN SERICES based on stadbes oonducted by i
National Conter
Beigtum, Canada. Denmark. the Federal Food and Drug Administretion Resesrch (NCTR), that gentiea violet
Republic of Germany, France. causes cancer ia test animale and that
iceland. Ireland, lialy, jepen. 21 CFR Parts 600 and 629 Tesicaes of guatian violst occar {n the
Zealand, bw (Doatat Ma. $70-4378) edible tssues of chrickens wnder
. current wees.
Switsertand, Turkey. and the United QGentien Vioiet i Animel Feed: Gentian
Kingdom. sxcept &s provided Violet for Use In Food Animale umﬂmb“&
u.‘,:L. ; l:‘-vdhhlchuu ASENCY: Food and Drug Administration, mm:hh 4
sampis a HHS, coase. {ntertm poticy.
container (200 liters) or less of each ACTYOM Pina rale. MH’U;I-;W"M('
chamical 1o eny ooe sussmany: The Pood and Drug e prereadon of moll growh fa pouty
{not hod d (FDA) feed at up 10 8 ppm. I8 beredy
Croupe8andZ bran, [rag, or Syrial repuigtions w declare that geatian violet e
() Compounds: General as effoctve detw of the finai rule,
DEST (s svailable. sxcept to Country {GRAS) nor prior sancticoed and Is & violet premix tntended for use in
Groupe 8 and Z. and tha South African o4 additive when sdded to sstmats will bs tn
wilitary and police. for compounds that feed for any nondrag wse. FDA is also vinistion of the Pedere! Food. Drug, and
i i BN 7048 peovided to he Sme e et pentien viste 8 2ot Cosmatic Act (W act). I crder to aflow
compound iteelf is not controlled recognized as effactive h“.ﬂmﬂﬂ;ﬁh
this ECCN or another ECCN on the CCL. (GRAE), or “grandfsthered™ ander the 30, 1091; and distribution and
(Mixtures that contain of 1962, and is «se of poultry fesd gentiaa
under this ECCN are ::'h""'n::“'h:m viciet shall canse by October 15, 1991,
controlled as precursors, axcept vourinary purposs
the chemical is merely e m:,h.mlly.me-mm mm-m:-v .
{mparity that was mot intertm policy permitting the wse of George Grabes, Centex ﬂmﬁn
added or is & normal ingredient in gentisa vislet at levals wp 10 8 parts per Pood
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LETTER OF REQUEST AND SUPPLEMENTARY RESPONSE OF MR. SOKOLSKI

HOUSE OF REFVEIINTXTVED
8. SARDAMEL, MASTLAND, B R AR SIS,
CMANEIAN CHRMAN

LOYD PINTEEN TEXAD DAVID & OBEY, WIBCONER
o s P Congress of the Anited States L Ly
WILLIAM V. ROTR, Jo. OELAWANL NCHASD R ASREEY, TEXAS
et . romaa JOINT ECONOMIC COMMITTEE e =gy tetimgivind
ROSEAT €. SMITH. NEW HAMPEMIRE CREATED PURSUANT TO SEC. St OF FUSLIC LAW 304, TFTH CONGAISR) HAMILTON REHM, Ju., NEW YORK.
s cuer Washington, BE 205106602

May 7, 1991

Henry D. Sokolski

Deputy for Non-Proliferation Policy

Office of the Assistant Secretary of Defense
(International Security Affairs)

Department of Defense

The Pentagon 20301-1155

Dear Mr. Sokolski:

I stated at the close of the hearing on April 23, 1991, that
I would send you additional written questions for you to answer.

Please respond to the following questions and requests for
information:

1. How many countries already have or are in the process of
-acquiring weapons in each of the non-proliferation categories -
nuclear, chemical, biological, and ballistic and cruise
‘missiles - and how do the present numbers compare with the
numbers and projections for 5, 10, 15, and 20 years ago?

2. Discuss whether improvements in technology over the past 20
years have reduced the costs and otherwise facilitated the
acquisition of sensitive weapons technologies - nuclear,

chemical, biological, and missile technologies - by developing
countries?

3. Discuss how the proliferation of sensitive weapons technolgies
among developing countries has increased threats to regional and

U.S. national security. 1Is it possible to estimate the budgetary
consequences for the U.S. of such increased threats?

4. What is your assessment of the roles of Germany and other NATO
allies in slowing the proliferation of sensitive weapons
technologies and how their efforts to prevent the export of
sensitive weapons technologies compare with our own?

5. Gary Milhollin, in his testimony, cited several items of
equipment including machine tools, lasers, quartz crystals, high
speed oscilloscopes, and measuring and calibrating testing
equipment, that were approved for export to Iraq during 1585-
1990. What is your assessment of the possible effects these

exports may have had on Iraqg’s nonconventional military programs
and capabilities?
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6. Discuss any technical assistance or technologies provided by
the Defense Department to China over the past 10 years that may
have contributed to China’s nuclear weapons, chemical and
biological weapons, and missile programs.

So that we can close the record of the hearing, please

forward the response to my requests no later than Tuesday, May
24, 1991.

Your cooperation will be appreciated.

, Chairman
on Technology
onal Security
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. INSERT FOR THE RECORD
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STNATE APPROPRIATIONS COMMITTEE
HEARING DATE TAANSCRIPT FAGE NO.

April 23, 1991

Questiocn 1: How many countries already have or are in
the process of acquiring weapons in each of the mon-
proliferation categories, and how do the present numbers
compare vith the numbars and projections for 5, 10, 15, and
20 years ago?

Answer: Countries presently assessed to have or vhich
are in the process of acquiring a Chemical Warfare (CVW) and a
biological warfare (BW) capability include:

CW Programs
Contirmed Suspected

56\&@& :

Historical trends in proliferation of chemical weapon
capabilities have shifted from the situstion just after World
War 11, when the major powers all had developed and retained
chemical stockpiles. At that time, the Allied Powers and the
Axis had independently retained chemical stockpiles as a
deterrent against the use of chexr’'cals by their opponents.
The restraint in preventing chemical use during the war
prompted dismantling of some of these chemical stockpiles.

More recently, developing countries have acquired the
financial means as well as the political will to get their own
chemical weapons, and some of these countries have used
chemicals in war vhen the opponent could not reciprocate in
kind. The most notable case is Iraq, which made extensive use
of chemicals during the war with Iran. The focus of chemical
varfare development activity has shifted from Burope to the
Middle East in the psst two decades asleleles , Iran, Iraq,

b&\,e'\{d have all developed chemical weapon
capabilities.

Future developments in the chemical capsbilities of
proliferating countries will likely center on Asisn countries,

Deleted

and possibly others. The existing rivalries
oetween these countries, coupled with their growing
industrialization and technical capabilities, could result in
their developing a chemical weapon capability.

The low cost and readily available technical information
about biclogical technology will make a BV program s distinct
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INSERT FOR THE RECORD - ———— .
HOUSE
SENATE | APPRMOPRIATIONS COMMITTEE
ARING DATE WBCRIPY PAGE NO.
April 23, 1991
posaibility. Yeleted
Advances 1n reducing the costs and complexity of
biological production could reversa this trend {n time and
could allow soms prolifersting countries to produce biological
P weapoas as their first choice of toxic weapon.

Present BW Programs
Cont irmed Suspected

—E\ eted

OsmanBides - - Third World and. former Eastern
bloc have or ars in the process of obtaining ballistic missile
systems. These systems are mostly short-range ballistic
missiles (SRBMa) with 300-km ranges and are based oa older
SCUD technologies. Apart from the axtended~range varients of
the SCUD SRBMs, the only operationsl missiles in these
countries with greater ranges are

Deleted

A comparison with previous missile projections cannot be

S i o

Consequently, Third World and former East
bioc countries purchasiag missiles were axcluded.
Proliferation of nuclear weapons throughout the Third
Vorld is a growing problem and will contisue. In addition to
the five acknowledged nuclear weapon states (China, Prance,
the U.5.S.R., the United Kingdom, and the United States),
Deieted - im—. " either
have, or could have, nuclear weapons shortly after s decision
to do so. additional potential nuclear proliferaters
Deletal i

appear to be striving for nuclear self-sufficiency, and should
any achieve nuclear fuel cycle independence within the next

S to 10 years, it could move quickly to achieve a auclear
weapon fabrication capability.

Deleted | Depesdtes o
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O | APPROPRIATIONS COMMI Nl armeD sERAVI TTEE House

BENATE or TrEE SENATE |1 CER Coumn X |SENATE |yoint P ic Cmte
HEARING DA LINE NO. llN“'Y NO.
April 23, 1991 91, 2-3

the power level and, particularly, the type of fuel used, the

Veleted
In general, there has

pumber of countries with nuclesar weapon
specifically, both Brazil and Argentins
their military-related nuclear pursuits
ones.

been a decreass in the
programs. More

seen to have given up
in favor of pesceful
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HOUSE

i HOUSE [ [orREn
SENATE | APPROPRIATIONS COMMITTEE ARMED SERVICES COMMITTEE ~JeEnaTe

HEARING DAYE
April 23, 1991

TRANSCRIPT PAGE NO. {LINE NO. ll:‘llli NO.

BENATE Joint Economic Cmte

Q-2

Question 2: Discuss whether improvements in technology
over the past 20 years have reduced the costs and otherwvise
facilitated the acquisition of sensitive weapons
technologi. ~nuclear, chemical, biological, and missile
technologies--by developing countries?

Ansver: Improvemsnts in access to ballistic missile
technology and manufacturing pr have red d cost, thus
encouraging acquisition of semsitive missile techanology in
developing countries. However, the more elaborate
technologies, providing greater misaile performance such as
inertial navigational systems and composites, are still very
expensive and generally difficult to acquire. Consequently,
most developing nations are forced to acquire missile
technology at a more modest level.

Sigaificant technological data are avajilable from open
sources and can serve as fundamental design data for new
ballistic missile systems. However, a ballistic missile
system incorporates a variety of complex and diverse
technologies, requiring developing countries with prospective
indigenous ballistic missile programs to ek foreign
assistance to avoid a protracted development cycls. Guidance
and control systems, materials for the airframe, rocket
nozzles, reentry vehicles, motor ca ., and propulsion syatems
are ial to ful manufacture of a missile. These
materials and ap s are ive and generally very
difficult to scquire, because supplying firms are restricted
by national export controls. Inertial navigational systems
are costly and coaplex to build. The manufacture of composite
motor cases requires technologies and materisls difficult to
find in most developing countriss. Thersfore, steel cases are
often used in rocket motors, imposing limits on missile
performance. Nevertheless, at a mors modest lavel of
technology, China and North Korea continue to offer not only
the missile system, but also the production capability.

As more technology becomes available to the world in
general, an aspiring proliferant country will find it easier
and easier to develop and acquire nuclesr weapons,
particularly if money is no object. A lesson can be learned
from the latest revelations in Iraq, vhere a readily
available, though unsophisticated and costly, uranjum
enrichment method (ElectroMagnetic Isotope Separation, EMIS)
was being used to produce weapon-grade material. Also, as
world technology becomss more and more sophisticated, it
becomes much easier to adapt devices designed for peaceful
pursuits to the cause of nuclear weapoanry.

In the chemical and biological weapon fields, technology
is available from a variety of sources. The advances in
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April 23, 1991

HOUSE wousy JondR |
e " TSR souns reononic cote |
. |LINE NO. 1] o
Q-2,0:2

biological technology that are undervay are being widely
discussed and shared in international forums. While these
technologies are intended for pesaceful purposes, there is a
significant risk of diversion to the production of BW-related
production or other activities which would support BW
programs. The assimilation of these technologies by
developing couatries could result i{n development of a BVW
capability, assuming a political decision is taken to pursue
such a capability. Chemical technology is already well known
and readily available. The major hurdle in starting &
chemical program is providing engineering expertise and

operating experisnce in making the established processes work
as intended. -
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April 23, 1991

Question 41 What is your assessment of ths roles of
Germany and other NATO allies in slowing the proliferation of
sensitive weapons technologies and how their efforts to
prevent the export of sensitive weapons technologies compare
with our own?

Answer: The NATO countries participate in seversl
international efforts to limit the proliferation of weapons of
mass destruction and to prevent the export of sensitive
technology to countries of concern. The Australia Group,
which is directed toward limiting chemical and blological
weapon proliferation, has been relatively successful in
getting coopesration of the participating countries in stopping
the export of critical chemicals, biological supplies, and
equipment to these countries. All NATO countries, including
Germany, are active participants in the Australis Group. In
addition, there sre initiatives under the Coordinating
Committee (COCOM) regime to limit technologies used in the
production of missiles and other P sy of
The NATO countries have been active in promoting these
controls snd making them work to prevent further
proliferstion.

Germany has been particularly active in preventing
proliferation of chemical weapons. Catalyzed by the
intarnational embarrssement suffsred during the Rabta crisis
of late 1988/early 1989, Germany has implemented more
stringent export controls oa all critical technologies. These
controls have resulted {a cancellation of orders placed with
German companies and brokers as Germany strives to avoid any
exports that could possibly be used in support of sensitive
weapon production.

Other countries, notably Japan, have instituted internal
controls on exports of critical weapons and technologies to
countries and regions of concern. These controls go beyond
what is expected under the restrictions imposed by COCOM and
the Australia Group.
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Question S: Gary Milhollin, in this testimony, cited
several items of equipment including machine tools, lasers,
quartz crystals, high speed oscilloscopes, and messuring and
calibrating testing equipment, that were approved for export
to Iraq during 1985-1990. What is your assassment of the
possible effects these axports may have had on Iraq's
nonconventional military programs and capabilities?

Answer: Although the technical spescifications on the
equipment items cited by Mr. Milhollin have not been revieved,
DIA's opinion is that most of the items can be cl ed as
general-purposs scientific and industrial hardware.

Veleted

. DIA cannot determine precisely how and where the
equipment was employed, or how effectively. Such equipment
would be important to facilitating R&D on nonconventional
weapon research and development, but would sot, in iteelf, be
ceritical. Purthermore, while the United States is a good
source for many items of scientific equipment, there are other
equivalent sources for comparable scientific hardware among
the industrialized countries.
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LETTER OF REQUEST AND SUPPLEMENTARY RESPONSE OF MR. CLARKE

sTimetn s ouer ‘- m“mm, BQ 20510-6602

May 7, 1991

The Honorable Richard A. Clarke

Assistant Secretary of State
Political-Military Affairs

Department of State

washington, D.C. 20520

Dear Secretary Clarke:

I stated at the close of the hearing on April 23, 1991, that
I would send you additional written questions for you to respond

" to. Please respond to the following questions and requests for

information:

1. I am informed that in the period 1985-1990 a large number of

munitions licenses for arms shipments to Iraq were approved by
the State Department.

Is it true that munitions licenses for exports to Irag were
approved during 1985-19907?

How many munitions licenses were approved during this
period?

what was the gross value of licenses approved?
Were any of these licenses later revoked?

2. Please provide a complete list of all licenses for arms or
munitions approved by the State Department for export to Iraq in
the period 1985-1990, showing for each license approved the name
of the exporter, the type of equipment, the value of the export,
the end user, and any referrals to other agencies. If any of
this information is classified, provide both a classified list
and a sanitized, unclassified version.

3. Explain the procedure for referring license applications to

the Defense Department and what actions Defense can take with
regard to referrals.

Are Defense and other agencies permitted to screen license
applications? 1If so, explain the screening process.

4. Discuss whether any of the license applications for exports
to Iraq during 1985-1990 were referred to Defense, the number of
such referrals, and the actions taken by Defense.
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How have these processes been affected in the case of
missile technology licence applications by section 1703 of the FY
1991 Defense Authorization Act (which amended the Arms Export
Control Act by adding a new Chapter 7 on missile technology)?

Should these missile technology procedures be broadened to
other sensitive weapons technologies?

5. In his written statement, Gary Milhollin cites 3 instances of
exports to Iraq - one involving the export of lasers to the Iraqi
military, a second involving the export of quartz crystals used
in radars, and a third involving frequency synthesizers - in
which the commodity control numbers assigned to the items were
also on the missile technology control list. They therefore
should have been referred by the Commerce Department to the State
Department but were not, according to Mr. Milhollin.

Were these items on the missile technology control list and
were the license applications referred to State?

If the items were referred to State, what actions were
taken?

6. Critics of current plans to reduce items from the COCOM
control list arque that this will often mean dropping the only
controls that many COCOM countries have on dual-use exports, and
that it will make it easier for developing countries to obtain
sensitive weapons technologies - chemical, biological, nuclear,

and missile technologies - from COCOM members directly or through
the former East Bloc countries.

How do you respond to this argument?

Once COCOM controls are loosened, what will prevent the re-
export of sensitive western technology to proliferant countries?

7. 1Is it the State Department’s view that the U.S. government
has no evidence that China has exported sensitive weapons

technologies, including nuclear and missile technologies, to
developing countries?

8. Stories continue to appear in the media that China has agreed
to export or has exported technologies to Algeria that will help
Algeria develop the capability for producing nuclear weapons.

Has China exported or has it agreed to export such
technologies to Algeria?

Is Algeria attempting to acquire the capability for
producing nuclear weapons?

9. Provide a list of countries that already have or are
attempting to acquire sensitive weapons, broken down for each of
the following categories: nuclear, chemical, and biological
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weapons, and ballistic and cruise missiles. If any of the names

of countries are considered classified, explain the rationale for
classifying themnm.

So that we gan close the record of the hearing, please
forward the response to my requests no later than Tuesday, May
24, 1991.

Your cooperation will be appreciated.

Sincerely

;, Chairman
eqd on Technology
nd Natjonal Security
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United States Department of State
Washington, D.C. 20520

June 11, 1991

Dear Mr. Chairman:

Following the April 23, 1991 hearing at which Assistant
Secretary Richard A. Clarke testified, additional questions
were submitted for the record. Please find enclosed the
responses to those questions.

Sincerely, '

%ﬂwm

Janet G. Mullins
Assistant Secretary
Legislative Affairs

Enclosures:
As stated.

The Honorable
Jeff Bingaman, Chairman,

Subcommittee on Technology and National Security,
Joint Economic Committee.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991
Question:
1. I am informed that in the period 1985-1990 a large number of
munitions licenses for arms shipments to Iraq were approved by
the State Department.

Is it true that munitions licenses for exports to Irag were
approved during 1985-1990?

How many licenses were approved during this period?
what was the gross value of licenses approved?

wWere any of these licenses later revoked?

Answer:
Sixteen such licenses were approved.
Four licenses valued at $41 million were revoked following
Iraq's invasion of Kuwait.

The value of the remaining twelve licenses was $3 million.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

2. Please provide a complete list of all licenses for arms or
munitions approved by the State Department for export to Iragq
in the period 1985-1990, showing for each license approved
the name of exporter, the type of equipment, the value of the
export, the end user, and any referrals to other agencies.

If any of this information is classified, provide both a
classified list and a sanitized, unclassified version.

Answer:

The sixteen licenses authorized the permanent export to
Irag of electronic communications equipment. Four of these

licenses were revoked following Iraq's invasion of Kuwait.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991
Question:
3. Explain the procedure for referring licenses applications to
the Defense Department and what actions Defense can take with
regard to referrals.

Are Defense and other agencies permitted to screen license
applications? 1If so, explain the screening process.

Answer:

3. An application is referred to Defense whenever State is
aware of a DoD in&erest, or State believes it requires DoD's
technical expertise, or State believes DoD would want it

referred. DoD may stop the issuance of a license or add
conditions and limitations. Agencies such as the Department of
Defense and the Arms Control and Disarmament Agency are free to
screen license applications at any time. Six DoD officers are
assigned to the licensing divison of the Center for Defense

Trade. Approximately twenty seven percent of the applications
submitted to the State Department, during FY 90, to export defense
articles and defense services were referred to other offices
"within the Department and/or to other agencies for advice as to
what action should taken with regard to the applications.
Approximately twenty four percent of the apblications submitted
were referred to Defense. Applications that were not staffed were
addressed within the State pepartment's Office of Defense Trade

Controls.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

q. Discuss whether any of the license applications for exports
to Iraq during 1985-1990 were referred to Defense, the number
of such referrals, and the actions taken by Defense.

How have these processes been affected in the case of missile
technology license applications by section 1703 of the FY

1991 Defense Authorization Act (which amended the Arms Export
Control Act by adding a new Chapter 7 on missile technology)?

Answer:

All of the sixteen applications were staffed, either
formally or informally, to Defense or other appropriate agencies.

In the twelve éases staffed to Defense, Defense recommended

approval, without provisos, in ten (10) instances; and, Defense

recommended approval, with provisos, in two (2) instances.

As a result of the legislation passed in the 1991 Defense
Authorization Act the Department of State Defense Trade Controls
licensing officers are now referring more export license requests
then previously to the Department of Defense. These additional
licenses include those for spare and replacement parts that were
not previously staffed to the Department of Defense. This
legislation has also resulted in an increase in export licenses
staffed to the interagency Missle Technology Export Control (MTEC)
group. The MTEC reviews export licenses on a case by case basis

for missile proliferation concerns.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

5. In his written statement, Gary Milhollin cites 3 instances of
exports to Irag - one involving the export of lasers to the
Iragqi military, a second involving the export of quartz
crystals used in radars, and a third involving fequency
synthesizers - in which the commodity control numbers
assigned to the items were also on the missile technology
control list. They therefore should have been referred by
the Commerce Department to the State Department but were not,
according to Mr. Milhollin.

Were these items on the missile technology control list and
were the license applications referred to State?

If the items were referred to State, what actions were taken?

Answer:

Mr. Milhollin was wrong in asserting these items are on the
MTCR list. Lasers, quartz crystals, and frequency synthesizers
are not listed as distinct items on the Missile Technology Control
Regime (MTCR) Equipment and Technology Annex. These items are
dual use, vary in quality and capability, and have a wide range of
civilian uses. Many such items are incapable of use in missile
components or military equipment. Therefore, only if these items
were included in missiles or missile support equipment, such as
missile capable radats listed on the MTCR Equipment and Technology
Annex, would they be referred by the Department of Commerce to the

Missile Technology Export Control (MTEC) group for review.

The Department of Commerce did not refer these items to the

Department of State-chaired MTEC group for review.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

6. Critics of current plans to reduce items from the
COCOM control list argue that this will often mean dropping
the only controls that many COCOM countries have on dual-use
exports, and that it will make it easier for developing
countries to obtain sensitive weapons technologies -
chemical, biological, nuclear, and missile technologies -
from COCOM members directly or through the former East Bloc
countries. How do you respond to this argument?

Once COCOM controls are loosened, what will prevent the
re~export of sensitive western technology to proliferant
countries?

Answer:

Some COCOM partners have relied on their COCOM
regulations to control some exports of proliferation concern. To
address this issue, the COCOM High Level Group has stated that
streamlining of the COCOM list will in no way affect the ability
of a country to continue to exercise éhe right of control, for
national policy reasons or in fulfillment of international
agreements.

Our non-proliferation partners do not use COCOM as a
mechanism for controlling CBW-related exports. Hence, any changes
in COCOM mechanisms will leave those controls unaffected.

As for nuclear related items, the United States has taken
the lead in creating a dual-use technologies list which we are
proposing to attach as a Zangger list annex.

On missiles and missile technology, in July 1990, the
MTCR Partners agreed that as items of missile proliferation
concern are dropped from the COCOM list, they would continue to be

controlled for missile nonproliferation purposes.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

7. Is it the State Department's view that the U.S. Government
has no evidence that China has exported sensitive weapons
technologies, including nuclear and missile technologies, to
developing countries.

Answer:

No. While specific evidence and some specific cases are
classified, we do have continuing concerns about China's
commitment to the noh—proliferation of sensitive weapons
technologies. Indeed, because of China‘'s missile assistance to
Pakistan, we are reviewing actions such as trade sanctions on
Chinese entities, as required by the 1990 National Defense
Authorization Act:; suspension of licensing for high speed
computers; and no further waivers of legislative restrictions on
satellite exports until we.reach an understanding on the export of
missile technology and equipment. Because of these concerns, the
United States is engaged in a conginuing dialogue with the Chinese
government, seeking clarification of Beijing‘'s implementation of
its non-proliferation policies. What we seek from China is a
solid commitment to help arrest the proliferation of weapons of
mass destruction and their delivery systems through multilateral

cooperation and adherence to international standards.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls
April 23, 1991

Question:

8. Stories continue to appear in the media that China has
agreed to export or has exported technologies to Algeria that
will help Algeria develop the capability for producing
nuclear weapons.

Has China exported or has it agreed to export such
technologies to Algeria?

Is Algeria attempting to acquire the capability for
producing nuclear weapons?

Answer :

Both Algeria and China have .made recent public
statements that they are cooperating in the peaceful uses
of nuclear enerqgy. This cooperation ihvolves supply to
Algeria of a research reactor, characterized by China as
"very small, with a designed power of ten megawatts and
maximum thermal power of fifteen megawatts." Algeria has
publicly indicated that it will place the reactor under
IAEA safequards. We have been discussing this cooperation
with the Governments of Algeria and China, both to
ascertain its extent and to impress upon both parties our

concern that it be strictly for peaceful purposes.
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Question for the Record submitted to Richard A. Clarke
Joint Economic Committee on Export Controls

April 23, 1991

Question:

9. Provide a list of countries that already have or are
attempting to acquire sensitive weapons, broken down for
each of the following categories: nuclear, chemical, and
biological weapons, and ballistic and cruise missiles. If
any of the names of countries are considered classified,

explain the rationale for classifying them.

Answer:

There are fiie de jure nuclear weapon states (as defined by
the NP&): The U.S., the UK, France, USSR, and China. One
other state, India, has openly tested a nﬁclear explosive
device. A number of other countries either have nuclear
programs, or have given evidence of nuclear intentions,
suggestive of an interest in acquiring a nuclear weapons

capability.
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There are five nations that have been named in
unclassified U.S. Government statements as having a confirmed
chemical weapons program. These are the Soviet Union, Iran,
Iraq, Libya, and Syria. There are two nations, the Soviet
Union and Iraq, that have been identified in unclassified U.S.
Government statements as having offensive biological weapons
programs.

There are nineteen developing nations that either
possess or have sought to acquire ballistic or cruise
missiles. These nations are Afghanistan, Argentina, Brazil,
Egypt, India, Iran, Iraq, Israel, Libya, North Korea, Pakistan,
Saudi Arabia, South Africa, South Korea, Syriaf Taiwan, the
United Arab Emirates, Vietnam and Yemen. The status of two of
these statés requires further explanation. Argentina in May
1991 announced the cancellation of its Condor missile program.
Taiwan, in October 1990 announced it would not pursue
development of a satellite launch vehicle.

To precisely characterize the nuclear, chemical,
biological or missile status of countrie; other than those
named above, inevitably leads into the realm of classified

"intelligence information. If you so desire, we would be
pleased to provide further information‘on a classified basis,

in order to protect intelligence sources and methods.

41-636 0 - 92 - 8
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Senator BINGAMAN. The next panel will be Stephen Bryen, who was
in charge of the Defense Department’s Export Control Program when
he served as Deputy Under Secretary for Trade Security Policy during
the Reagan administration. He is now President of Deltatech Corpora-
tion; Paul Freedenberg, head of the Commerce Department’s Export
Control Program as Under Secretary for Export Administration also
during the Reagan administration. He is presently a trade consultant with
the law firm of Baker and Botts; and Gary Milhollin is a Professor of
Law on leave from the University of Wisconsin Law School, and
Director of the Wisconsin Project on Nuclear Arms Control.

Thank you all very much for being here, and I think what we’ll do
here is to just ask each of you to take S or 10 minutes and summarize
your prepared statement, and then we’ll undoubtedly have some
questions.

~ Mr. Bryen, why don’t you start.

STATEMENT OF STEPHEN BRYEN, PRESIDENT, DELTATECH
CORPORATION; FORMER DEPUTY UNDER SECRETARY FOR
TRADE SECURITY POLICY, DEPARTMENT OF DEFENSE

Mr. BRYEN. Thank you, Mr. Chairman. My statement is only 5 or 10
minutes. So I think I’ll just work my way through it, if I may.
Senator BINGAMAN. OK. That’s fine.

NONCONVENTIONAL WEAPONS

Mr. BrRYEN. Mr. Chairman, properly implemented and multilaterally
backed export controls can contribute to our national security by
limiting the distribution of goods and technologies, which can be used
for nonconventional weapons design, development and production.

I'm focusing today largely on nonconventional weapons, and these
are, by my definition—and there is no commonly accepted definition—
essentially weapons of mass destruction, or weapons that are banned by
intemational law—for example, nuclear weapons; chemical weapons,
such as mustard gas, nerve gas, and other agents; biological agents, such
as microtoxins, anthrax, and their delivery systems; the missile systems
and others, too, can be used for chemical weapons.

CONTROL SYSTEM IS DEFECTIVE

It’s clear that a good export control system could be very helpful.
The question, of course, is whether we have one here domestically and
whether there is one in the broader community of industrial nations that
can do the job. I think the answer is there is not, and that the system
that we have is defective. That goes for our domestic system, which I'll
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focus principally on, but it also applies in even greater measure to the
export control systems that our allies use.

You don’t have to believe me. I think you can simply look at the
record of what happened in the 1980s. Look at both what came out of
the United States and, of even greater significance, Western Europe,
particularly Germany, that supplied these kinds of weapons technologies
and the weapons themselves to Iraq.

EXPORT CONTROL PROBLEMS

The major problems of today’s export control system are,.and I list
them out:

First, the domestic controls, in my opinion, are administered poorly
by the Commerce Department. There are really no incentives for the
people in the Commerce Department to do a good or effective job of
restricting exports. Since it’s a trade promotion agency, that’s the job
they receive kudos for doing. Moreover, there is a conflict of interest.
I think it’s clear that a trade promotion agency shouldn’t be in the
export control or restriction business.

Second, there is really little cooperation with either the National
Security or enforcement agencies. License applications are not shared
fully with any of these agencies. I listened to what the previous
witnesses "collegially” had to say, and that’s the buzz word in the
administration, to be collegial. But the fact is that there are only four
countries that the Defense Department is seeing, this list of countries
that was referred to. Many of the other countries that are keen on
proliferation concern licenses that affect those countries are not being
distributed, or shared with the Defense Department, or with the Customs
Service or with anybody else for that matter.

. Third, many decisions on critical exports are made on the basis of
what are called commodity classifications, and these are not coordinated
with anybody. In effect, the Commerce Department has the authority to
decide whether or not a good, or a technology, or a service, or know-
how, or whatever it is, requires a license in the first place. If they say
it doesn’t, and they have said it in some notorious cases—Consarc, for
instance, being one of the most prominent recent cases—then the fact
of the matter is there is no license, and the whole thing is moot.

Fourth, there is no effective coordination for us of license applica-
tions with intelligence data. Mr. Milhollin will comment on that I think
more completely than I, but the fact of the matter is that license
applications are not routinely compared to intelligence information.

Fifth, exports of critical technologies to defense ministries, defense
manufacturers, and military components outside of the United
States—and I'm talking about dual-use licenses—are not in most cases
coordinated with the Department of Defense.
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On the list of cases that the Commerce Department has published of
what went to Iraq, there are numerous licenses that were going to Iraqi
defense agencies, the Ministry of Defense in one case, the Iragi Air
Force in another, and the Iragi Ammy. None of these were ever
coordinated with the Department of Defense, and I think that’s true in
almost every other instance as well. It seems to me that this is a major
loophole in the whole system.

Sixth, rules and regulations, such as the list derived from the Missile
Technology Control Regime are really very ambiguous. If you read
them, they are full of problems, and they are subject to a wide range of
interpretation. That’s an important subject and one that the subcommit-
tee ought to look at, but I know that the Administration itself is highly
dissatisfied with performance under the MTCR, the Missile Technology
Control Regime, because of this latitude for interpretation. Furthermore,
the way it has been set up is it only applies to certain kinds of long-
range missiles that have a certain kind of payload, and there are all
kinds of ways you can finesse that detail if you want to export
technology.

Seventh, international cooperation on export controls in the area of
proliferation is extremely limited. So far as I know, it doesn’t currently
include the sharing of information on actual export cases. We know
what the British, French, and Germans are exporting, except perhaps
through intelligence channels; but they are not routinely sharing that
kind of data with us; nor are we sharing anything with them. So we are
all playing blind man’s bluff. :

Eighth, the United States expanded controls, and I think there are
some good aspects to the expanded proliferation initiative that are,
unfortunately, also unilateral in character. This means that whatever we
are doing is not necessarily being done by our allies, which makes the
system more symbolic than real insofar as it’s going to affect true export
regulation.

Ninth, international cooperation on enforcement of proliferation
controls is poor. There is no real consensus on enforcement, and it’s
only in the sense of the events in Iraq that some of our allies are finally
beginning to do something in this field—the Germans and the British.

And, tenth, there is no coherent intermational system to regulate
nonconventional weapons proliferation. There are different regimes that
you have already discussed this moming; but there is no coherent single
organization that focuses all this, and I think that the focus is a very
important aspect of the process.

I think all this adds up to a system that really can’t do the job.

SUGGESTIONS TO IMPROVE THE SYSTEM

I have three sets of suggestions on how we can help improve the
situation, and these are organized under what I call three categories. One
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is administrative steps that don’t require legislation that can be taken
and done now; the second are steps that I think do require some
legislative initiatives; and the third is some international action that I
think needs to be taken, and I would like to go through these briefly
with you, if I may.

PROLIFERATION: A NATIONAL SECURITY PROBLEM

First, I believe that proliferation controls need to be treated as a
national security problem and not as a foreign policy export control.
This idea of putting our proliferation export controls under the so-called
foreign policy regime, I think, weakens it. It is inappropriate and, in any
case, raises some serious legal questions and some process questions
intemally. For example, it’s not clear—and I've been told this as
recently as this moming—that an objection by the Defense Department
on a license that is foreign policy controlled will be accepted in the
system by the Commerce Department; and it’s still the case today.

LICENSE APPLICATIONS SHOULD BE SHARED

Second, all license applications and requests on commodity classifica-
tions simply need to be shared in a timely manner with the national
security, intelligence, and enforcement agencies. In other words,
whatever is going through Commerce ought to be available to the other
Departments without restriction. It’s crazy to run a system where
everyone else has to wear blindfolds. The Customs Service, which has
to do enforcement in this whole area, doesn’t see what’s going on and
has no idea what the Commerce Department is approving. They could
very well be approving licenses to a specific company or to a specific
target, at the same time the Customs Service is trying to prevent that
very transfer.

Why we have a system like this boggles the mind. It’s not in our
national interest and not in anybody’s interest.

COORDINATE WITH DoD

Third, any license to a defense-related end user must be coordinated
formally with the Department of Defense. It’s outrageous, it seems to
me, that goods, technology and services are being provided to Foreign
Defense Ministries without the Defense Department even being
informed.

DoD DATABASE

Fourth, arrangements should be made immediately for the Defense
Department’s special database of bad end users—and this is a remark-
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able database—to be linked to all transactions on the Commerce Depart-
ment’s computer system. It can be easily done, it would make great
sense, and it would be an invaluable service even to the Commerce
Department to know if there is a link between an export license
applicant and a specific end-use, which is regarded as questionable.

SPECIAL CALENDAR FOR RISKS

Fifth, where a waming is provided—and I provided a few myself
during the time I served in the Defense Department—whether or not it’s
in the proliferation annex by a national security agency, an intelligence
agency, or an enforcement agency, there is a proliferation risk; and that
license application should be moved into a special calendar under
special rules, and procedures used to include full interagency coordina-
tion. I have some suspicion, and it’s only a suspicion based on experi-
ence, that the coordination process is less than what it was represented
to you earlier today.

TOUGHER ENFORCEMENT

Sixth, by Executive Order I think the President should demand much
tougher enforcement against violators of the proliferation rules.
Companies that are involved in violations should be debarred from
bidding on Federal projects under the Federal Acquisition Regulations.
I mean, there ought to be some muscle in this thing, some serious
muscle that creates incentives for companies to abide by the rules.

TRAINING PROGRAM

Seventh, a thorough training program for all Federal Govermment
officials should be started immediately in order to educate these officials
on nonconventional weapons risks and threats. I don’t think anybody has
been trained in the system on this or has the slightest idea what they’re
looking at, and I think it’s about time that that kind of training be
provided. It’s an inexpensive and very valuable aspect of the process.

HIGH-LEVEL TASK FORCE

Eighth, I believe a high-level task force on'nonconventional weapons
ought to be organized at the White House level, and it should have
responsibility both for policy review and for overseeing the agencies that
are implementing the policy.

In the area of legislative action, Mr. Chairman, first I think the
Export Administration Act needs to be strengthened to support
regulation of nonconventional weapons. We ought to have a special
category in the act for that. Serious consideration should be given, and
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this is my view, to creating an independent export control agency for
administering all export controls, including munitions exports.

The real problem, conflict, if you want, is over jurisdiction between
the munitions people and the Commerce people—munitions being in
State and commerce being in Commerce—is over what is controlled and
how it is controlled. On the one hand, the munitions people can say no
and the Commerce Department people can say yes to the same techno-
logy. Jet engine technology is one of the classical examples, but that’s
not the only one, and that’s kind of silly. An easier way to handle that
is to have one unified system that does the job, and I think the Congress
could do that.

Second, the role of the Defense Department, the Customs Service and
the intelligence agencies needs to be reinforced with clear, unambiguous
legislation. I wouldn’t trust anybody. The record is too blurry on all this.
The best way to do it is through legislation.

DUAL VETO

For nonproliferation controls to be effective, I believe a dual veto
would be appropriate. That is if any two agencies—whether it’s Defense
and Customs, or Defense and Energy, or Defense and the intelligence
agencies—object to a license, that’s it, unless the President himself finds
reasons and cause to approve that license.

But I think the veto is the only way. It worked very well in the East-
West control area. The Defense Department under section 10-G of the
Export Administration Act has what amounts to a veto in East-West
transfers, and there is not the sordid story that we have to tell about
Iraq. There is actually a very good success story in terms of controlling
East-West trade. I believe the reason for that is the Defense Department
had concrete, palpable leverage over the system and used it. As far as
I'm concerned, we ought to do that in this respect if we think the
nonproliferation area is of great national concem, as I do in fact.

SANCTIONS

Finally, laws should be strengthened in respect t0 sanctions against
violators. I made this point already. I support import restrictions on
foreign companies that are acting aberrantly. I think it will make a
difference and it will create good performance.

INTERNATIONAL ACTION

Category three, intenational action is also needed. A coordinating
organization for nonconventional weapons proliferation is urgently
needed, and I believe CoCom is the answer. I didn’t agree with the
comments made by the administration’s witnesses in that regard. I think
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CoCom can be expanded, and it can do the job. Clearly, it’s member-
ship might have to be modified, but you’re looking at an agency with
40 years of experience, and to not make use of that seems to me foolish
in the extreme. I think the allies won’t like it, and there will be a very
hard process to get it accepted; but I really believe that without a
multilateral control system, this whole exercise in export controls is
bound to fail.

CoCOM

I would just like to make another point in regard to how CoCom
might go about doing this. I think the way CoCom has been organized
up to now has been to target countries. I think the answer here is that
instead of targeting countries, CoCom should target the technologies of
concern and should regulate them to all nonmember CoCom countries
on a case-by-case basis, with the ability to use as appropriate verifica-
tion in its action. For example, if you look at the Missile Technology
Control Regime, and I often get it confused with the Military Critical
Technologies List—the acronym is almost the same—it suggests that
agreement should be reached and assurances received by governments
to other governments receiving these goods and so on. This is a good
job for CoCom, and it would assure that the member countries lived up
to it. It would also, I think, act as a kind of political force helping some
of the weaker sisters in the process in the industrialized countries, and
we know who they are, helping some of them live up to our true
international requirements. The record on this as far as proliferation is
concemned, is that everybody gives lipservice to it and no one really
practices this religion. The suggestion I’'m making is if we want to
practice it, we need a really coherent, focused international group like
CoCom to take it as its major responsibility.

So those are the suggestions I have, Mr. Chairman, and I hope they
are of some use to the Committee.

Senator BINGAMAN. Thank you very much. I appreciate that.

[The prepared statement of Mr. Bryen follows:]
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PREPARED STATEMENT OF STEPHEN D. BRYEN

Properly implemented, multilaterally backed, export controls can contribute. to
our national security by limiting the distribution of goods and technology which
can be used for non-conventional weapons design, development and production.

Non conventional weapons are weapons capable of mass destruction or weapons
that are banned by international law. Among such weapons are nuclear
weapons, chemical weapons such as mustard gas and nerve agents, biological
agents including derivatives of anthrax and delivery systems for such weapons.
I ' would also include hard to detect weapons in this category since these can be
smuggled by terrorists and used to cause heavy civilian casualties. An example
is plastic explosives.

While well enforced. multinationally supported, export controls can contribute
in a positive way to limiting the availability of non-conventional weapons, the
expon control system we now have is not doing the job.

The major problems of today’s export control system are:

(1) domestic controls are administered poorly by the Commerce Department
without incentives to do a good. effective job; moreover the Department’s trade
promotion responsibility is a serious conflict of interest;

(2) there is-little cooperation with either the national secumy.or enforcement
agencies; license application information is not shared fully with any of these
agencies:

(3) many decisions on critical exports are made on the basis of §o-callqd
commodity classifications and without coordination with other agencies —this
includes cases like the Consarc furnaces;

(4) there is no effective coordination of license applications with intelligence
data;

(5) exponts of critical technology to Defense Ministries, Defense manufacturers,
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and military components outside of the United States are not, in most cases,
coordinated with the Department of Defense:

(6) rules and regulations, such as the lists derived from the Missil'c Technol_ogy
Control Regime. are ambiguous and subject to a wide range of interpretation;

(7) international cooperation on export controls is very limited and does not

currenty include the sharing of any information on actual export cases and
export decisions;

(8) U.S. expanded controls are, for the most part, unilateral in character;

(9) intemational cooperation on enforcement of proliferation controls is very
poor;

(10) there is no coheremt international system to regulate non-conventional
weapons proliferation.

All of this adds up to a system that does not work and does not serve the
national interest. Unless something is done, the danger will grow that an

unstable country or terrorist group will acquire non-conventional weapons and
use them.

I propose a series of steps that, if taken, will progressively improYc on the
current situation in respect to export controls. These steps are divided into three
categories. They are: (1) immediate administrative steps that the Presidgnt can
implement  without legislation; (2) steps that will require legislative
reinforcement; (3) concrete intemational action.

CATEGORY I: ADMINISTRATIVE STEPS

The following administrative steps are essential to strengthen controls on non-
conventional weapons.

(1) Proliferation controls need to be treated as national security, not foreign
policy, export controls. Considering proliferation as a foreign policy control
Suggests we are not serious about such controls or that we will change our minds
as our policy changes. Furthermore, the administering agency, the Department
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of Commerce, continues to use this distinction as a means of excluding the
Defense Department from coordination on licenses;

(2) All license applications and all requests for advice on commoqity
classifications needs to be shared in a timely manner with the national security,
intelligence and enforcement agencies. Information can be shared electronically
5O as not to delay export license and commodity classification processing;

(3) Any license to a Defense related end user must be coordinated formally with
the Department of Defense; it is outrageous that goods, technology and services
are being provided to foreign Defense Ministries without the Defense
Department being informed;

(4) Arrangements should be made immediately for the Defense Department’s
special database of bad end-users be linked immediately to all transactions on
the Department of Commerce’s computer system;

(5) In any case where a written waming is provided, whether or not is in the
Annex, by a national security agency, intelligence agency, or enforcement
agency that there is a proliferation risk, such license application should be
moved 10 a special calendar and special procedures including full interagency

coordination should be implemented to assure that these concerns are properly
addressed;

(6) By Executive Order the President should demand much tougher enforcement
of the expont control laws including prosecution; companies that violate export
controls should be debarred from bidding on Federal projects under the Federal
Acquisition Regulations;

(7) A thorough training program for all Federal government officials should be
started immediately in order to educate these officials on non-conventional
weapons risks and threats;

(8) A high level Task Force on non-conventional weapons should be. mgmiped
at the White House level and should have responsibility for (a) policy review
and (b) oversight of the administering agencies.
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CATEGORY I: LEGISLATIVE ACTION

(1) The Export Administration Act needs to be strengthened to support
regulation of non-conventional weapons. Serious consideration should be given
to creating an independent export control agency for administering all export
controls, including munitions exports;

(2) The role of the Defense Department, Customs Service and Intelligence
Agencies needs to be reinforced with clear, unambiguous legislation. For non-
proliferation controls to be effective, serious consideration should be given to a
"Dual Veto" over license applications. If two agencies object to a transfer, then
the Commerce Department cannot approve the license unless the Commerce
Department refers the matter to the President and the President decides to
approve the transfer because he judges it to be in the national security interest
to do so. The participating agencies in the process would include: (1) the
Department of Defense; (2) the Treasury Department, Customs Service; (3) the
Department of State:; (4) the Department of Energy and (5) the intelligence
agencies as represented through the Technology Transfer Intelligence Committee;

(3) Laws should be strengthened in respect to sanctions against violators of
export controls, to include foreign companies; violators can be placed under
sanctions including import restrictions, restriction or debarment from Federal
procurement (by strengthening these provisions of the FAR); penalties increased
if companies knowingly misrepresent end use and end user information;

CATEGORY III: INTERNATIONAL ACTION

(1) An international coordinating organization for non-conventional weapons
proliferation is urgently needed and the best candidate for such a task is the
Paris-based Coordinating Committee for Multilateral Export Controls, popularly
known as COCOM;

(2) Controls need to be aimed at all non-member countries and not at specific
countries because of the inherent political problems associated with identifying
specific target countries:

(3) Controls should include origination of a coherent, unified control list and
coordination on export license cases for the most sensitive technologies on the
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list;

(4) the coordinating organization should be able to conduct verification and
inspection as required to achieve balanced results;

(5) the current membership of the coordinating agency should be enlarged.
perhaps to include OECD member countries for the administration of
proliferation-related controls;

(6) intemnational enforcement agreements for proliferation need to be
strengthened based on an emerging multilateral consensus.

Of all the suggestions. none is more important than making the qontrol regime
truly multilateral in character. This means much more than reaching agreement
on lists that member countries are free to administer on their own.

As the recent Iraq example indicates, the idea of each nation “doing its own
thing” is a disaster from the point of view of effective controls.

From experience. multilaterally administered controls on the COCOM model are
effective because they set a performance standard that is levied equally and in
a non-discriminatory way on all participating states. Such a standard and the
need to comply leads to the result that national export licensing systems are
under scrutiny if they do not perform. Because there is rarely an effective
national lobby for export controls, a solid multinational system becomes the
pressure point on states as well as on domestic agencies for coherent, reasonable
performance. Furthermore, the existence of international obligations creates a
responsibility and deters efforts domestically to weaken the control apparatus for
economic or political reasons.

COCOM s the right agency for this purpose if it is given the mission to
perform. The most important reason is that over the last forty years CQCOM
has developed intemnal procedures and concrete methods that are as applicable

to the proliferation problem as they were to the West to East technology control
system.
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Senator BINGAMAN. Mr. Freedenberg, why don’t you go ahead.

STATEMENT OF PAUL FREEDENBERG, INTERNATIONAL TRADE
CONSULTANT, BAKER AND BOTTS; FORMER UNDERSECRETARY
FOR EXPORT ADMINISTRATION,

DEPARTMENT OF COMMERCE

Mr. FREEDENBERG. My prepared statement is more than 10 minutes,
so I’'ll summarize it. Also, since the hour is short, I would like to make
some quick responses to the comments that were made about the
interagency process and policy, and I'll make those very brief as well.

COMMERCE'S ROLE

Commerce was recognized as a trade promotion agency in the Export
Administration Amendments Act of 1985. That’s why they created a
separate BEA (Bureau of Export Administration) and gave it the sole
responsibility of export controls. So, that’s essentially the congressional
answer to that question,

I wrote the foreward to Senator Heinz’ book that calls for a unified
export control. I endorse Mr. Bryen’s suggestion in that direction, and
Senator Heinz’ ideas are laid out in great detail in his book.

COOPERATION AMONG AGENCIES

But with regard to the argument that there is little cooperation among
national security agencies—of course that has improved in the current
administration—I would note that while I was the Under Secretary and
actually before as the Assistant Secretary, I made sure that the intelli-
gence agencies did get to see all licenses. There is a filter against all, so
to speak, bad guys, and that’s up to date and continual.

So there is not a problem of old intelligence data, or of information
that is out of date, or is not filtered. Within that context, Consarc was
almost approved by the Commerce Department. But it had been
previously approved during the process by the Defense Department
twice, because they had the same problem the Commerce Department |
had, poor intelligence. The intelligence agencies have to be able to get
that information out. Defense does have the Defense Intelligence
Agency, which is part of the overall intelligence system, but it doesn’t
have anything special beyond that. It has to rely on the same intelli-
gence that Commerce relies on, and when that intelligence came
forward, the license was suspended and the shipment was on the dock.
I would agree that was a very close call, but again that’s an intelligence
failure. If there was something about the device itself that made it
obvious you shouldn’t license it, it wouldn’t have been approved in its
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two earlier phases—the machine tools and the computers associated with
that. I mean, that case shows why we do need better intelligence.

Customs can look at anything that it is investigating. It does not have
the right to filter every single license that goes through the Commerce
Department, but anything under investigation, any company that it is
looking at, it has the right to investigate licenses and it can inform.
There is full cooperation in that area, or at least there ought to be full
cooperation.

We did have a system for escalation on issues such as Iraq in the
previous administration. That was used infrequently obviously. I have
said this in interviews that I've had in Time magazine, for example, that
we should have done a better job; and there should have been a better
understanding of what Saddam Hussein was up to, but it wasn’t as if the
system was simply inadequate. It was really more of a judgment about
Saddam Hussein and his intentions.

I would be happy to answer questions further, but let me quickly go
to the proposal that I put in my testimony.

MUCH MORE NEEDS TO BE DONE

I argue that the Bush administration has committed itself to the
prevention of the proliferation of weapons of mass destruction, and it
has a number of good programs underway, including the Enhanced
Proliferation Control Initiative. However, I argue that much more needs
to be done in the near future, and that I’m not sure that we will have the
international structures in place to achieve the end that President Bush
so desires, and I have some suggestions.

CoCOM

I ran through in my prepared statement the various control regimes
that exist, and the evolution of those regimes. I won’t go into detail on
that at the present time, except to say that in some regimes we have a
situation in which our European allies, including the French, have been
most vociferous but not alone in this area, and have objected to using
CoCom as a political instrument as a foreign policy instrument. That’s
the great difficulty we have in using the CoCom structure for export
controls.

I would agree with Mr. Bryen that it was a success with the Soviets,
and I would go on to point out that one of the reasons that we were so
successful in the Persian Gulf war was because CoCom had been so
effective. Luckily the Iragis depended most heavily on Soviet weapons
systems, which, because of an effective CoCom, were essentially a
decade to a decade and a half behind their American or Western
counterparts. That’s why we were so dominant and overwhelming.
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My point would be that we need to look at the current system of
controls and essentially go along with the suggestion of the European
Roundtable, which suggested that CoCom lists will continue to make
sense only if they are applicable internationally without the notion of a
specific adversary. We’ve overemphasized the Soviets and the Chinese.

CoCOM AND PROLIFERATION

However, within the current CoCom we are not going to be able to
deal effectively with proliferation because, first of all, our allies don’t
want to use CoCom for that purpose. Second of all, one of the major
problems in proliferation is getting the cooperation of the Soviets and
the Chinese, which you pointed out earlier. So my suggestion is for a
new essentially non-CoCom CoCom that we could housed in Paris.
What you really need is a stronger secretariat place where you could
have on the CoCom model ongoing meetings, and a strong central
administration. I suggest with that you could get not only the coopera-
tion of the Soviets and the Chinese, who would be much more willing
to cooperate with such an institution if it were not CoCom itself; but
you could also get better cooperation out of the neutral countries of the
world, who would also be very uncomfortable about joining the CoCom
structure itself if it took on proliferation. So my suggestion is to create
this new non-CoCom CoCom domiciled in Paris. It would have not only
the advantage of having Soviet and Chinese participation, but it would
also be able to adjudicate disputes, be a place for exchange of some
intelligence, even if it were done on a bilateral basis. We might not
want to share all of our intelligence with potential adversaries, but we
certainly could have it as a meeting place where intelligence could be
shared, and it could also deal with dispute resolutions.

A SUPER INTERNATIONAL PROLIFERATION REGIME

Another major point that I have is that it’s very hard to deal with
proliferation, because we don’t agree with our allies on what the foreign
policy ought to be toward certain countries. We are close with Israel,
but Israel is on some lists for nonproliferation controls. We have had
differences in the past with the Italians over Libya, the French over Iraq,
and Japan over Isracl. We can’t agree necessarily on who the controls
should be targeted at, but if we had a central organization, we could at
least have a stronger administration of the list itself. We could have a
better discussion about whether a particular project was of concern and
the intelligence could be brought forward for that argument. So my
suggestion is that if we are going to continue to rely on the current,
what I call, melange of proliferation regimes, we are going to have
problems; particularly after this year is ended, and the enthusiasm and
initiatives of the Bush administration connected with Iraq have
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dissipated, and we have in place control regimes that are essentially
gentlemen’s agreements with no central administration of them,
infrequent meetings, and sometimes contradictory control regimes
themselves. So I would say the best thing we could do, particularly to
deal with the threats of the 1990s, would be to create a super and
consolidated international proliferation regime.

That concludes my remarks.

Senator BINGAMAN. Thank you very much.

[The prepared statement of Mr. Freedenberg follows:]
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PREPARED STATEMENT OF PAUL FREEDENBERG

Mr. Chairman, members of the Committee, I appreciate the invitation to
testify today on what I consider to be one of the critical issues of the 1990s. It is clear
that the prevention of the proliferation of weapons of mass destruction is the most
important issue facing the United States and its allies today. It is certainly among the
greatest threats to peace during the coming decade, as more and more Third World
countries gainhaccess to advanced technology and seek to cope with their security threats
by the development of weapons of mass destruction. For example, the threat that
Saddam Hussein might have used such weapons greatly complicated the military planning
for the Gulf War.

President Bush has committed his administration to the prevention of the
proliferation of weapons of mass destruction and the Administration has aiready
inaugurated a number of programs toward that end, including the Enhanced Proliferation
Control Initiative. Nonetheless, there is much that needs to be done in the near future,
and I am concerned that the international structures will not be in place to achieve the
end that President Bush so greatly desires. Today I would like to talk about some of
the problems that I see on the horizon and make some suggestions with regard to
improvements that might be made in the international regimes dealing with non-
proliferation.

In the face of formidable challenges, CoCom is in the process of adapting
itself to the new East-West strategic environment. On May 23, 1991, the U.S. and its
allies are scheduled to meet in Paris in order to ratify the new "Core List" of strategic
technologies and commodities that will comprise the universe of embargoed products on
which the Western allies will focus for the rest of this decade. As the list of embargoed

products to the East diminishes, the U.S. and its allies' attention is likely to be drawn
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increasingly to issues with which CoCom was not designed to deal - the so-called
"North-South” issues: preventing the proliferation of the capability to manufacture
nuclear and chemical weapons and the means to manufacture the systems to deliver such
weapons with ballistic missiles.

It could be argued that CoCom is increasingly becoming irrelevant to the
major security ‘threats of the 1990s. Since the autumn 1989 revolutions in Eastern
Europe and the sharp diminution of the Soviet threat to the West, a number of critics
have argued that CoCom lists will continue to make sense only if they become applicable
internationally and move away from their unique focus on the Soviet Union and the
People's Republic of China.

Having a smaller Core List will be a step in the right direction, but there
is a formidable route to follow from there. That is not to say that there are no
international initiatives underway to cope with the problem. Proliferation regimes do
exist to deal with the threats facing the developed world.

There is general agreement in CoCom (and the world community, as
evidenced by the Nuclear Non-Proliferation Treaty) on the need to prevent the spread
of nuclear weapons technology. Indeed, there is a swﬁc CoCom embargo list to deal
with this problem - the Atomic Energy List - the original focus of which was the Soviet
Union and other proscribed communist destinations. It was originally conceived in the
1950s as a strategic list to prevent the sale of such technology to the East. Thus, it was
a counterpart to the CoCom "Munitions List” and the dual-use "International List." But,
by the 1960s, the Soviets possessed most of the technology on the CoCom Atomic Energy
List, and it became more of a guide to its member countries as to what not to sell to
developing countries. It evolved, thereby, into a North-South control list within CoCom,

without any formal acknowledgement, and took its place alongside the Zangger List, the
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London Suppliers List, and the guidelines of the International Atomic Energy Agency as
non-proliferation guides for sales worldwide, not just to the East.

By the early 1980s, however, it became clear that new threats were
challenging the United States and its CoCom allies. Intelligence agencies reported that
friendly as well as unfriendly developing countries were in the process of equipping
themselves with ballistic missile capabilities. The list included such diverse countries as
Egypt, Brazil, Argentina, Libya and Iraq. To counter this threat, the Reagan
Administration began an intense effort to bind the major industrial powers in the West
10 a new regime aini_gd at stopping the proliferation of ballistic weapons capability. This
culminated in the signing of an agreement in April 1987 among the major Western
countries that could produce missiles, the United States, France, Great Britain, the
Federal Republic of Germany, Italy, Canada, and Japan. The agreement became known
as the Missile Technology Control Regime (MTCR). Since that time, eight new members
have joined, bringing the total to 15 members. That regime is separate and apart from
CoCom, because the French Government, among others, objected to any new set of
controls that would change the focus of CoCom from a strategic East-West organization
into a political North-South organization. Nonetheless, the MTCR currently includes all
the major CoCom members and does serve the function of preventing missile technology
related sales to non-CoCom countries. It is enforced by means of special foreign export
controls enacted into the MTCR by the signatory Governments. Although they are not
CoCom controls, they are enforced by the very same export control authorities, and are
published as addenda to the CoCom regulations themselves.

A similar effort was undertaken to control chemical and biological weapons
technology in 1987, after the first use of chemical weapons during the Iran-Iraq war.

This time it was the Australians (with the strong support of the U.S. Government) who
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took the lead. At first the group was rather small, informal, and ad hoc, meeting in the
Australian Embassy in Brussels to exchange information about specific chemical shipments
that might be used as precursors to chemical weapons in countries attempting to develop
such capabilities. But it soon became clear that the spread of such weapons could only
be prevented by a more organized effort among the industrialized countries of the world.
The discovery, early in 1989, of the construction of a chemical weapons facility in Rabta,
Libya, built by the Imhausen Company of the FRG, caused great embarrassment to the
West German Government. It spurred the convening in Canberra, Australia in
September 1989 of a major conference on preventing chemical weapons proliferation,
under the auspices of the Australia Group, bringing together both the major chemical
companies and their host governments. .

Even before that conference, during 1988 and 1989, the major chemical
producing countries had agreed to monitor chemicals th.at could be used as chemical
weapons precursors and to block the shipments of such chemicals to countries suspected
of diverting them into chemical weapons. In February 1989, under the foreign policy
authority of the Export Administration Act, the United States Government published a
list of 11 chemicals that would require a license since they could be chemical weapons
precursors. Other governments followed suit during that year, pénicularly after the
Canberra Conference. Additional governments also joined the Australia Group, and as
of now the membership totals 21 countries. '

Once again, this effort took place outside of CoCom. French objections
to using CoCom technology controls as a means of enforciﬁg the foreign policy of the
Western industrialized countries upon the less developed world had the tacit support of
other European CoCom members. While all agreed that the goal of preventing chemical

weapons proliferation was worthwhile, indeed absolutely necessary, there was resistance
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to utilizing CoCom for this purpose and to creating a more formal secretariat to
administer the business of the Group.

Another issue that has been handled outside of CoCom has been that of
special security arrangements for super-computers. This became a problem in 1982,
;vhen Japanese manufacturers such as Fujitsu and Nippon Electric Corporation began to
produce computers approaching the speed of the U.S. manufacturers of super-computers,
IBM, Cray Reseafrch, and Control Data. That speed was 150 megaflops, or 150 million
floating point mathematical calculations per second. The U.S. Government was
concerned because such computers are particularly useful for engineering calculations in
areas such as nuclear and ballistic missile design, and in such military research as code
breaking.

The problem with super-computers, which is unique to these devices, is that
the concern is not just that of the machine itself falling into the wrong hands, as with
all previous technology transfer problems. Rather, the more immediate concern is that
of unauthorized access and use. Since these machines can be used for sophisticated
missile and nuclear design work, or code-breaking, simply having unrestricted access to
the machine itself, without relocating it to any new site, is enough to allow the diversion
of the product of t;he machine to a hostile use. To prevent this, in 1984 both the U.S.
and the Japanese governments informally aéreed to require both the vendor and the host
government of a super-computer buyer to be responsible for enforcing a strict security
regime to ensure restricted access to the machine. Licensing restrictions included
conditions such as restricted networking, passkey access to terminals, restricted software,
monitored computer logs, the banning from access all communist country nationals, and
a number of other highly restrictive security arrangements were designed to ensure not

only that Soviet Bloc access was prevented but also that the machine could not be
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diverted in place — even by the host country itself -- to nuclear or ballistic missile design
purposes. This allowed super-computer sales to companies and agencies in third world
countries such as Brazil, India, and Indonesia. But it also obliged such close allies as
Britain, France, and the FRG to enforce strict security regimes on super-computers in
their countries not only on an East-West basis but also on a North-South basis.

This birational security regime was successfully enforced in the 1980s, but
the 1990s are likely to see a greatly increased number of computer makers in the West
capable of producing super-computers. The new reduced instruction microprocessors such
as those made by MIPS, Hewlett-Packard, and Intel, have facilitated the growth of this
industry through the use of massively paralle] processing; that is, the stringing of a series
of microprocessors together in a single unit to break a problem into component parts and
solve that problem simultaneously in discreet pieces. The computer then reassembles the
result into an answer. All this is accomplished within microseconds. The new machines
are far smaller and less cumbersome than the large mainframes of the 1980s. Indeed,
some of them are microcomputer-size.

Undoubtedly, this will greatly complicate efforts-to tightly control such
technology. Already, companies in the UK., Germany, and France are marketing, or
planning to market, machines approaching the U.§ and Japanese threshold for super-
computer definition, 150 megaflops, without requiring special security regimes. Moreover,
the super-computer agreement remains informal and binational at a time when this issue
is increasingly serious and multinational in its nature.

What is to be done to deal with this new strategic environment? In a
report issued in March 1990, the European Round Table (comparable in membership to
the American Business Round Table, with the Chief Executive Officers of the larger

corporations comprising its executive council) argued:
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CoCom lists will . . . only continue to make
sense in our changing world if they become

" realistic again, i.e., applicable internationally
without the notion of any specific potential
adversary.'

As Saddam Hussein amply demonstrated with his attack on Kuwait and his
use of ballistic missiles, plus his threat to use chemical weapons immediately and
possibly nuclear weapons whenever they became available to him, threats to Western
security no longer follow the pattern of the Cold War. The origins of the new threats
are likely to be regional, but that does not make them any less dangerous. They can,
of course, be made less deadly if nuclear, chemical, and missile technology transfer
controls on exports to the Third World succeed. That is what the European Business
Round Table was alluding to in its admonition to make CoCom lists "applicable
internationally without the notion of any specific potential adversary.”

The trick for CoCom will be to get from where it is on the East-West axis
1o where the European Round Table thinks it ought. to be on the North-South axis.
The fundamental obstacle is that North-South technology transfer is based more on the
foreign policy goals of particular countries than on national security of the CoCom
countries as a whole. For example, the United States differs from Japan on its policy
towards Israel. In the recent past, is has differed with France over Iraq, Germany over
Iran, and Italy over Libya. Similar differences exist among those countries with one
another. If the members of CoCom cannot agree among themselves who the "bad guys”
are, how are they ever going to get together to enforce an equally stringent technology
transfer policy regarding these "target" countries. In the absence of stringency, however,

key components or chemicals are likely to'leak through.

'European Round Table of Industrialists, European Industry and CoCom (Brussels,
March 1990), p. 12.
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The best that can be hoped for in the short run is that the members of
the various nuclear, missile, and chemical control regimes adhere to the rules of those
regimes and that new members are added to the regimes as they develop the key
manufacturing capabilities.

Interestingly, in order to ensure that the missile technology and chemical
weapons non-proliferation regimes succeed in their objectives, it will be necessary to
have the cooperation of both the Soviet Union and the People's Republic of China.
These countries, however, are far less likely to cooperate if the regimes reside within
the structure of CoCom - an organization created to thwart their objectives. Similar
problems would exist for Switzerland, Sweden, and other neutral and non-aligned
countries, if the foreign policy component of these control regimes becomes obvious,
although in recent years most of the industrialized, non-aligned countries have been
quite willing to cooperate with CoCom. They have viewed its control regime as strategic
in nature, not political. The prospects are not good, therefore, for CoCom to be able
to count on the cooperation of industrialized non-CoCom members if it added a North-
South dimension to its control agenda.

Clearly, the control of nuclear, chemical, and missile technology is going
1o be much more difficult and complex in the 1990s than it has been for the previous
42 yéars of strategic East-West CoCom controls. As long as proliferation controls do
not extend to all countries able to produce chemical, biological, missile, or nuclear
technology, and as long the controls are administered by the member states under one
or more of the "gentlemen's agreements” that have come into existence in recent years,
the controls are likely to be applied episodically and unevenly. The current enthusiasm
and high-level commitment among key Western leaders, such as President Bush, will

send a strong anti-proliferation message around the world. But I fear that unless
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concrete actions are taken this year to strengthen the current control regimes, add new
members, broaden the commitment to compliance, and strengthen or unify the
secretariats, the current efforts to achieve effective controls against the proliferation of
weapons of mass destruction will fail.

Probably the most effective action that could be taken in the near term
would involve U.S. Government leadership in the creation of a new, consolidated anti-
proliferation organization, with a strong central secretariat domiciled in Paris.

The current mélange of non-proliferation regimes are confusing and
potentially ineffective. They are confusing because there are so many of them, each
with its own set of suggested prohibitions to be enacted above and beyond the CoCom
regulations. They are potentially ineffective; because, for example, in the case of the
Australia Group there is a high degree of variance in the enforcement of the controls
against sale of prohibited chemicals and manufacturing technologies by the member
states. In the case of the MTCR, there is no authoritative secretariat to resolve
differing interpretations of the control list, and the United States has consistently been
more stringent in its interpretation of what technologies and products belong on the list
than other members.

In the absence of a strong secretariat to facilitate discussion of policy
differences among members, to make binding rules, and to offer technical assistance, the
member states are left to their own devices and interpretations regarding the informal
agreements reached at the infrequent plenary meetings. Some countries do not even
have the legal authority to enforce the agreements, even if they wanted to. Moreover,
with the Soviet Union and the People’s Republic of China outside the membership
circle, compliance and ;:ooperation by these scientifically sophisticated super-powers can

only be obtained through pleas and démarches by the United States and other major
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industrialized powers. Obviously, such bilateral efforts are likely to be successful only
infrequently.

Ultimately, any export control regime is only as good as its weakest link,
and no one would argue that the current non-proliferation regimes are without weak
links, with the possible exception of the nuclear regime. I would argue that a
consolidated non-proliferation regime would.have a number of advantages over the
current multiplicity of regimes. First, a single, unified regime would be an important
symbol of the commitment of the industrialized world to oppose the proliferation of
weapons of mass destruction. Second, a consolidated regime, with a single strong
secretariat, could clear up a good deal of the confusion inherent in today's loose
combination of regimes. Policy- issues could be debated and resolved, with an
authoritative secretariat writing guidelines and authoritative lists of controlled products
and technologies. Third, many countries do not have sufficient numbers of experts,
technicians, and trained international representatives to staff all the meetings of all the
controls regimes plus CoCom. With a single, consolidated non-proliferation regime,
experts and national delegates could handle more than one issue across a broad number
of categories at the same meeting. Moreover, if the new organization were domiciled
in Paris, it would allow experts to be available to both the non-proliferation organization
and CoCom meetings without extensive travel. Thus,esmaller countries could get
maximum benefit out of limited expertise and representation. Finally, a new non-
CoCom proliferation organization could actively seek the membership of both the Soviet
Union and the PRC, since it would be separate and distinct from CoCom and its anti-
East-West technology transfer image. Neutral and non-aligned countries would also be

more comfortable as participants, since the East-West conflict would not be relevant.
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As I have argued, a new consolidated non-proliferation organization would
have a number of symbolic and substantive benefits. It would not, however, resolve the
question of exactly which countries the new non-proliferation organization would be
targeting with its controls. That would most likely be an issue of continual controversy
within the organization. But even if that question is not answered in most cases, there
would still be great benefit to the exercise. First, it would provide an authoritative- list
of licensable products and téchnologies. That, in itself, is important to the United States
and its industry, since it would tend to bring other industrialized countries up to the
standards that we are already unilaterally imposing on our ‘companies. Second, it would
provide a forum for intelligence exchanges about suspect projects and emerging
technologies. Finally, it could be an important forum for dispute resolution, particularly
when one country accuses another of unfair targeting or non-compliance with the
guidelines of the organization. Such disputes are inevitable with such a complex,
technical agenda, and they need to be resolved quickly and fairly if the organization is
to survive.

As I have argued, proliferation is likely to be the thorniest and most
dangerous issue of the 1990s. President Bush has made a good start towards bringing
this problem under control, but in the absence of innovative and far-reaching new
structures to deal with the challenges facing us, we may see the current momentum lost
and the threat persist. Strengthening the current non-proliferation regimes is a useful
short-term measure, but any long-term solution to the problem must involve significant

membership-broadening and consolidation of the current structures.
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Senator BINGAMAN. Mr. Milhollin, why don’t you go ahead.

STATEMENT OF GARY MILHOLLIN, DIRECTOR, WISCONSIN
PROJECT ON NUCLEAR ARMS CONTROL

Mr. MiLHOLLIN. Thank you, Mr. Chairman.

I would like to discuss three topics today. First, the record of U.S.
exports to Iraq; second, the Bush administration’s response to the
record; and third, recommendations for improving this system.

EXPORTS TO IRAQ

First, I would like to take issue with some of the things that the
Government panel said. The Government panel said that we did not
supply a single weapon to Iraq. In fact, what we supplied to Iraq were
the means to make weapons, which is obviously much more serious than
supplying a weapon, only one weapon. We were supplying in effect the
infrastructure that supported weapon-making factories. For example, we
supplied quartz crystals to make early waming radars. It seems to me
that an early warning radar is a weapon, or at least it supports the use
of weapons. We supplied machine tools and lasers for making rocket
bodies to Iraq. I can’t prove this, but I think it’s at least possible that
U.S. equipment was used to improve the range of the SCUD’s that were
fired in the war, one of which, as we know, killed some of our troops.

The Government’s argument that if Iraq had depended upon us alone
for its arms, it would not have been strong is what I call the Julius
Caesar argument. That’s the argument made by one of the conspirators
who stabbed Julius Caesar. He says, "it wasn’t really my wound that did
it, it was all those other guys. If only I had stabbed Julius Caesar, he
would be alive today."

In fact, a lot of countries were supplying Iraq, and all of them are
guilty, including us. The fact is that we sold the Iragi Air Force 57
million dollar’s worth of equipment, which included navigational radar
and communications gear, computers, helicopters, and oscilloscopes.
That’s the Iragi Air Force. To the Ministry of Defense we sent 2.1
million dollar’s worth of high-tech exports, including computers,
compasses, gyroscopes, and accelerometers, We also sold the Iraq
Ministry of Defense navigational radar and communications gear. It
seems to me that in light of these exports—and I’ll talk more about that
in a second—it’s not fair nor accurate to say that we didn’t supply a
single weapon to Iraq.

I would like to talk about a couple of particular export cases, which
I think illustrate the problems that we’ve seen in our export control
system.
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MILITARY REPAIR APPLICATIONS

The first case had the following end-use statement—actually it was
two cases—"general military repair applications, such as jet engines,
rocket cases and so forth." These exports were approved January 20
and February 10, 1988. The first was for precision machine tools, and
the second was for lasers. Together they are valued at $1.4 million.

The Iraqi buyer was a procurement agency for the Iragi SCUD
Missile Enhancement Program. It also was a procurement agency for,
and it ran, Iraq’s missile and chemical weapon production programs. It
also was involved in the nuclear effort in Iraq, and it even was trying
to buy some of the equipment for the Iraqi supergun.

The end user was listed on the application as the Nesser Establish-
ment for Mechanical Industries, also known as the Nassr State Enter-
prise for Mechanical Industries. That is, we have right on the application
a dirty or bad end user, and we have right on the application the fact
that this equipment is going to be used to make rocket bodies.

Repairing rocket bodies obviously includes reworking SCUD missile
bodies so they can fly far enough to do the damage we saw in the
Persian Gulf war—far enough to strike Tel Aviv, and far enough to
strike our soldiers sleeping in their bunks. Who was the exporter of this
equipment? Answer, a German company for some reason exporting
from the United States. :

In 1983, the Germany company first broke into the news. The
German press revealed that the company was in trouble with German -
Customs. It was being. investigated for shipping to Pakistan through a
French subsidiary equipment for making nuclear weapon fuel. This was
in 1983. In 1987 there was a second string of press reports. This time
the firm was being investigated for smuggling blue prints for uranium
enrichment to Pakistan through Switzerland. Another German firm was
suing this firm for stealing the blue prints from it. According to a
German official, the evidence against this company was very incriminat-
ing.
So all this happened and was reported in the press before December
1 and December 22, 1987, when the company applied for its U.S. export
licenses. It took the Commerce and Energy Departments only 2 months
to approve the first application and less than a month to approve the
second. Neither case was referred to the State Department or the
Defense Department. So we have a case in which we have a notorious
exporter already guilty of diversions. We have a bad end user in charge
of missiles, and nuclear and chemical wéapon production in Iraq; and
we have a bad end user right on the application. And despite all this, the
export went out in record time. I think it's inconceivable that a rational
export control system could produce this kind of a result.
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RADAR

I would like to talk about one other case. I would like to talk about
radar. In January 1988, the Commerce Department approved over 2
million dollar’s worth of quartz crystals for two Iragi users—first, the
Iraqi Trading Company and second, the Salah al Din establishment.
What was the end use for these quartz crystals? The end use was
components in a ground radar system. These were not garden variety
quartz crystals one assumes. These were special quartz crystals that
measure time very accurately and that were on the commodity control
list, or otherwise a license would not have been necessary. In fact, these
quartz crystals were missile-tech items. They fit the definition of a
missile-tech item on the commodity control list, and would normally be
required to go through the process set up for interagency evaluation of
such an item. In fact, the item was also exported in record speed, and
it contradicts Commerce’s statement that no license applications for any
MTCR item has been approved for export to Iraq. That's simply not
true. This was a missile-tech item, it was approved, and it went right
into a ground radar system.

FREQUENCY SYNTHESIZERS

To go-along with these quartz crystals, Iraq also bought what are
called frequency synthesizers. The same buyer, Salah al Din, declared
the following end use: "To calibrate, adjust and test surveillance radar."
That would include radar used as ground support for missiles capable
of delivering nuclear weapons. This item, too, was on the missile-tech
list. Commerce did not reject this case either or refer it to the State
Department as a missile-tech item. It approved it in only 19 days,
announcing that it was "not restricted for MTCR, chemical, biological,
or nuclear nonproliferation.” .

Who was the buyer? The Salah al Din military establishment was in
fact a military electronics factory built by the French company,
Thomson-CSF. This factory manufactured three-dimensional, early
waming radars, and there is some evidence that it may have made
components for missile guidance and radar jamming equipment.

So those are a couple of cases. My project is analyzing the exports
that have been made to Iraq, and we hope to have a report ready within
a couple of weeks, which we will supply to the subcommittee. The
subcommittee may wish to make it part of their record.

Senator BINGAMAN. We would be glad to receive the report and make
it part of the record.

Mr. MILHOLLIN. I have some other comments. I'll try to make them
brief.
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SA'AD 16

The Commerce Department was also informed in November 1986
about a large site called Sa’ad 16, and it was informed at that time that
Sa’ad 16 was being put together by a group of companies or a group of
entities. The first was called the Sa’ad General Establishment; the
second was called SOTI; and the third was called the Research and
Development Center. Commerce was notified that all of these entities
were building missiles in Iraq in November 1986. It was notified,
according to the General Accounting Office, by the Pentagon, which
sent the Commerce Department a letter. Nevertheless, after that time all
three of these entities received important and valuable U.S. exports. All
of these entities were in fact bad end users, and all of these entities
shoveled these U.S. exports straight into Iragi missile production.
Commerce had full authority to reject all of these applications, but did
not despite the knowledge that Commerce had.

According to U.S. officials, briefings by the CIA and other intelli-
gence agencies began in 1987—that is, briefings for other agencies—and
these briefings continued throughout 1988. In early 1989, I am informed
the CIA called all of the agencies concemed with exports to Iraq
together for a large meeting in Langley. I'm also informed that the
Commerce Department refused to attend on the ground that its judgment
might be "contaminated." You might inquire as to whether that’s true.

ENHANCED PROLIFERATION CONTROL INITIATIVE

I would like to end there with my comments about the record of the
administration, and if you will indulge me, I would like to make some
comments about the administration’s response. I would like to make a
comment about the Enhanced Proliferation Control Initiative first.

The Initiative started its career in an announcement in which the
President also announced that he had just approved the export of three
supercomputers—well, two supercomputers and one near Supercomputer.
The first supercomputer went to India to an institute that is doing rocket
research for the Indian Government. The second supercomputer went to
Brazil, or is going to Brazil, to an aircraft company that has helped Iraq
develop long-range missiles and that also shares personnel with Brazil’s
main missile research center. The third computer, which is a near
supercomputer, is going to China apparently in spite of China’s help to
Algeria, its missile trade with Pakistan, and its human rights record.

So that’s how the Enhanced Proliferation Control Initiative started its
career. It’s important to realize what the Initiative does not do. It does
not change the way we review or license exports. It simply adds some
chemicals and equipment to the control list. It authorizes the Govern-
ment to stop an export if the Government finds out it’s going to be
diverted through some, I guess, fortunate development in intelligence,
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but that’s all it does. It doesn’t change the system that has produced the
exports I have just described.
I have three recommendations for making things better.

REMOVE DUAL-UIKE LICENSING FROM COMMERCE

First, I think Congress must take dual-use export licensing away from
the Commerce Department and put it in the hands of the national
security establishment. This could be done by putting it in the Pentagon
in a special bureau, which I think would be the best solution. The
Pentagon already has the expertise and it could increase its staff to the
extent that it doesn’t have the expertise it needs.

MORE CONGRESSIONAL OVERSIGHT

The second thing I recommend is that Congress itself begin to
oversee this process closely. I recommend that this subcommittee or
some other committee of Congress establish a special oversight function
for exports, and that committee should provide itself with the staff and
the expertise necessary to oversee the U.S. export process on a
continuous basis.

- LESS SECRECY

The third thing I recommend is that this process be pushed out into
the light of day. It now happens in secret. I think the single most
important thing Congress could do would be to pass a law making this
process as open as the nuclear licensing process done by the Nuclear
Regulatory Commission. We should be able to find out 3 months after
a license is granted, who the exporting company was, what the product
was, who the end user was, what the end- use was, what the value was,
and why it was approved. I urge you to do that. I think that’s the most
important single thing Congress could do. If a compariy is ashamed of
having sold something to a developing country, then it shouldn’t have
sold the product in the first place.

(The prepared statement of Mr. Milhollin, together with a report,
follows:]

41-636 0 - 92 - 9
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PREPARED STATEMENT OF GARY MILHOLLIN

I am pleased to have this opportunity to appear before the
Subcommittee on Technology and National Security of the Joint
Economic Committee.

I am a member of the University of Wisconsin Law School
faculty and director of the Wisconsin Project on Nuclear Arms
Control in Washington, D.C., a project devoted to slowing the
spread of nuclear and other weapons of mass destruction to
developing countries. It is encouraging that the Subcommittee
has taken an active interest in vU.s. export controls and
policies.

The Subcommittee has asked me to address a number of topics
bearing on U.S. export controls. I will begin by discussing U.S.
exports to Iraq.

I. U.S. exports to Iraqg

From 1985 to 1990, the U.S. Department of Commerce approved
more than 1.5 billion dollars worth of sensitive U.S. exports to
Irag. Most were "“dual use" items--capable of making nuclear
weapons or long-range missiles if diverted from the civilian uses
stated by the Iraqi buyers.

On March 11, 1991, the Commerce Department finally released
a list of these exports. The list shows the equipment approved,
the date, the buyer in Iraq, the value, and the claimed Iragi end
use. It also shows, beyond any doubt, that U.S. export controls
suffered a massive breakdown in the face of Iragi import dollars.
With little trouble, Iraqi front companies openly bought
sensitive U.S. high-technology and funneled it straight to
Saddam Hussein's nuclear, chemical, and missile production sites.

The project that I direct is now analyzing the list. We
have not finished, but we have reached the point where some
conclusions are possible. :

Dangerous technology

“General military repair applications such as jet engines,
rocketcases, etc." This was the declared purpose of two U.S.
exports to Irag approved on January 20 and February 10, 1988.
The first was for precision machine tools, the second for lasers.
Together the shipments were valued at 1.4 million dollars. The
Iragi buyer was a procurement agency for the Iragi SCUD missile
enhancement program. Indeed, the word "repair® would
unquestionably include the reworking of SCUD missile bodies,
essential to allow the Iragi SCUDs to fly far enough to strike
Tel Aviv, and far enough to kill U.S. soldiers sleeping in their
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bunks in Saudi Arabia.

The exporter was a German company, exporting for some reason
from the United States, that had already achieved notoriety in
1983, when the German press revealed that the company was in
trouble with German authorities. German customs officials were
investigating the company for shipping to Pakistan, through a
French subsidiary, equipment for making nuclear weapon fuel. 1In
May 1987 there were a second series of press reports. It seemed
that the company was being investigated again, this time for
trying to smuggle blueprints for uranium enrichment to Pakistan
through Switzerland. To make matters worse, another German firm,
Uranit, was suing this company for stealing the blueprints.
According to a German official, the evidence against the company
was "very incriminating." The company was also suspected of
having arranged for a Swiss firm to produce special equipment for
Pakistan that could enrich uranium to nuclear weapon grade.

Every one of these press reports appeared before the company

applied for its two U.S. export licenses on December 1 and 22,
1987.

Despite this company's bad reputation, the Commerce and
Energy Departments took only two months to approve the first
application and less than a month to approve the second. Neither
case was referred to the State or Defense Departments. State,
which is supposed to be consulted on missile cases, would have
been expected to see the second. It carried commodity control
number 1522--which is on the U.S. missile technology control
list--and the buyer declared that he intended to work on rocket
casings.

The first application listed the "Nesser Establishment for
Mechanical Industries" as the end user. This entity was also
known as the "Nassr State Enterprise for Mechanical Industries."
Nesser was part of the Iragi Ministry of Industry and Military
Industrialization, run by Saddam Hussein's son-in-law Kamel
Majid. Nesser ran Iraq's missile and chemical weapon programs,
was involved in Iraqg's nuclear weapon program, was the
procurement arm for Taji (a site used to produce chemical
munitions) and, according to Western intelligence documents, was
"responsible for the development and manufacture of gas
centrifuges for uranium enrichment.”" 1In addition, Nesser ran
artillery ammunition plants and purchased "high-capacity driving
nozzles" from a German company, possibly for use with the Iraqi
"superqun." Finally, it was Nesser's job to procure equipment
for Project 1728, a SCUD missile modification effort.

Thus in these two cases, U.S. export officials shoveled
sensitive U.S. equipment straight into the hands of Iraqgi bomb
and missile makers, and did it on behalf of an exporter that was
already notorious for nuclear smuggling, and on behalf of an end
user that admitted it was working on rocket bodies. Despite a
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bad seller, a bad buyer, and a bad end use, the export went out

at top speed. It is inconceivable that a rational export system
could operate this way.

Radar, as everyone learned in the Gulf War, is essential to
modern warfare. A flash of radar energy leaves an antenna,
strikes an object, and returns. The length of time elapsed
determines the distance from the observer. Without a means of
measuring time accurately in very small units, modern radar would
not be possible. Quart:z crystals do exactly that.

Because quartz crystals are vital to radar and missile
guidance systems, quartz crystals and assemblies must have a
validated export license if they perform at a military level.
That means high stability over a wide operating temperature, or
the ability to withstand acceleration forces up to 20 times the
force of gravity, or shock greater than 10,000 times gravity, or
very high radiation. Lower grade crystals do not need a license.

The Commerce Department approved over 2 million dollars
worth of quartz crystals in January 1988 for the "Salah al Din
Establishment® and "Iraqi Trading Company," both of which
frankly said that they wanted them for "components in a ground
radar system." The crystals carried commodity control number
1587, which is one of the numbers on the missile technology
control list. Because the declared end use was ground radar,
this is clearly a missile-tech item. Under ECCN number 1587,
missile-tech items are defined as quartz crystals "usable as
launch and ground support equipment."” This definition is in Part
779, Supplement four, of the U.S. Export Administration
Regulations, promulgated in 1987.

This means that the Commerce Department was not telling the
truth when it declared, in its press release on March 11, that

"no license applications for any MTCR items have been approved
for export to Iraqg."

One would expect, in view of the end'use, that such an item
would be denied, since ground radars are essential for developing
missiles. Short of that, one would expect the case to be
referred to the State Department as a missile-tech case. But
Commerce approved both applications in only ten days, without
referring the case to any other agency. Instead, Commerce ruled
that the cases were "not restricted for MTCR [missile),
chemical/biological, or nuclear non-proliferation."

To help operate its radar, Iraqg also bought U.S. frequency
synthesizers, valued at $140,000. There was no confusion about
the end use of this item either. The buyer, Salah al Din again,
declared that the purpose was to "calibrate, adjust, and test
surveillance radar." That would include radar used as ground
support for missiles capable of delivering nuclear weapons. This
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item carried commodity control number 1531, also on the missile
technology control list, especially when used for missile "launch
and ground support equipment." Commerce did not reject this case
either, or refer it to the State Department as a missile item.

It approved in only nineteen days, announcing that it was "not
restricted for MTCR [missile}, chemical/bioclogical, or nuclear
non-proliferation.®

As for the buyer, Salah al Din was a military electronics
factory built by the French company Thomson-CSF. It
manufactured three-dimensional early warning radars, and it may
also have made components. for missile guidance and radar jamming
equipnent.

Guilty knowledge

According to a GAO report published in June 1990, entitled
"U.S. Efforts to Control the Transfer of Nuclear-Capable Missile
Technology," the Pentagon sent the Commerce Department a very
important letter in November of 1986. The letter informed
Commerce that the Pentagon had intelligence information linking a
giant Iraqi site called "Sa'ad 16" to missile development.
Later, the Los Angeles Times reported that the exact date of the
letter was November 6, and also reported that government sources
familiar with the letter said that it revealed that Sa'ad 16 was
working on other mass destruction weapons as well. Thus, by
November 6, 1986 at the latest, Commerce should have stopped
approving exports for Sa‘'ad 16.

There is also compelling evidence that Commerce knew what
was going on at Sa'ad 16 even earlier. In February 1985 the
Director of the Sa'ad General Establishment signed a letter that
described the Sa'ad 16 project in detail. This letter was
reportedly sent to Commerce along with the first license requests
from the Sa'ad organization. The letter lists 78 laboratories,
including two for "calometric testing of fuels," four for testing
"starting material and fuel mixtures," one for "measuring
aerodynamic quantities on models," and two for developing
"control systems and navigation" equipment. The letter also
revealed that the Sa'ad General Establishment was a part of the
"State Organization for Technical Industries (SOTI)" and the
letter said that another name for Sa'ad 16 was the "Research and
Development Center."

This letter, combined with the one from the Pentagon,
should have excluded any of the named organizations from
sensitive U.S. exports after November of 1986.

Unfortunately, this was not the case. The Sa'ad General
Establishment got over 1 million dollars worth of U.S. computers
in eight cases, seven of which were approved after November of
1986. These computers went right to Sa'ad 16. None of the




256

cases was referred to the Department of Energy, which is
required for items on the Nuclear Referral List, such as
computers. Sa'ad also got $290,000 worth of precision electronic
and photographic equipment, approved in February 1987, three
months after Commerce received the Pentagon's letter and two
years after the Iraqi letter describing Sa'ad 16 was signed.

SOTI, the second Iragi organization mentioned in the Sa'ad
letter, got high-speed U.S. oscilloscopes in a case approved in
March 1988, a year and a half after Commerce received the
Pentagon's letter. SOTI is part of the Iraqi Ministry of
Defense. It commissioned, built and equipped a solid rocket
motor production plant called "DOT," and it also procured
equipment for at least two SCUD missile enhancement projects.
High-speed oscilloscopes are essential to maintain radar,
computers, and nissile guidance systems, all of which have
internal electronics that operate in very short time frames.
Oscilloscopes are also used to capture the brief signals from a
nuclear weapon test, which cccur in a micro-second or less.
Only high-performance oscilloscopes need a license, so one must
assume that SOTI's oscilloscopes were highly useful.

The third organization mentioned in the Iragi letter was the
"Research and Development Center," which the letter said was
another name for Sa‘'ad 16. The "Center" was licensed to buy
$850,000 worth of U.S. measuring, calibrating, and testing
equipment, all approved in January 1987, three months after the
Pentagon's letter and almost two years after the letter
describing Sa'ad 16 was signed. These cases were not referred to
the Department of Energy as required for items on the Nuclear
Referral List. The Defense Department apparently objected at the
staff level but did not escalate its objections to a higher level
before Commerce approved. The Center also got communicating and
tracking equipment valued at $3,000 in 1989, again without
referral to the Department of Energy as required for an item on
the Nuclear Referral List,.

In addition to the letters Commerce received, there were
other warnings. U.S. officials now say that U.S. intelligence
began to brief other agencies on the Iragi end user network at
least at early as 1987. The briefings continued throughout 1988
and by early 1989, the intelligence warnings had become clear and
urgent. 1In fact, in early 1989, the CIA called all the U.S.
agencies concerned with exports together for a special meeting on
Iraq. The Commerce Department, however, refused to attend on the
ground that its "judgment might be contaminated."

It is clear that Commerce had full authority to reject all
of these applications. Under the U.S. Export Administration
Regulations, dual~use items are subject to specific export
criteria. The following factors are among those considered: the
end use, the nature of the equipment (its power to boost nuclear
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cr missile development), the nature of the recipient county's
uclear or missile efforts, and whether the recipient country has
good "non-proliferation credentials." For the cases just
discussed, it was obvious that Iraq could not pass those tests.

Before leaving this point, I would like to comment on the
Pentagon's participation in these cases. First, the Pentagon saw
very few of them. The ones it did see were seen either because
of the Pentagon's participation in the Subgroup on Nuclear Export
Ccoordination (SNEC), or because the Pentagon was consulted for
its opinion on whether an export was likely to be diverted to a
Cocom-proscribed country (primarily the East Bloc). For the vast
majority of the cases--a majority that appears to approach 90%--
the Pentagon had no role whatever in deciding whether the export
might have an impact on nuclear, missile or CBW proliferation.
Such a review was outside the Pentagon's mandate except for cases
going to the SNEC, which were only about 10% of the cases
approved. The same is true of the Arms Control and Disarmament
Agency and the intelligence agencies. They had no review role
either, except for their participation in the SNEC. Thus, in
about nine out of ten cases, Commerce alone decided, or decided
with the concurrence of Energy or State.

In my opinion, this record warrants the following
conclusions:

1. Highly sensitive U.S. equipment was approved--capable,
for example, of processing the rapid data from nuclear
weapon and ballistic missile tests, manufacturing rocket
bodies, and providing the heart of missile and anti-aircraft
radar.

2. The equipment was sold directly to Iragi front
companies, who were already known procurement agents for
Iraqi nuclear, chemical and missile production sites.

3. Many sales were approved long after it was clear that
the equipment was likely to be diverted.

4. In one case, a foreign firm was allowed to export U.S.
computer-controlled machine tools and lasers to an Iraqi
front company even after declaring that the purpose was to
make rocket casings, and even after the foreign firm had
already been caught diverting nuclear equipment to Pakistan.

5. The Commerce Department-routinely failed to refer cases
to other agencies for review, in violation of its own
procedures.
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IX. The Bush Administration's Response to Arms Proliferation

The Subcommittee has also asked me to comment on the Bush
Administration's response to nonconventional arms proliferation.
After the Gulf crisis began, and the allied coalition realized
that it might face a mass-destruction arsenal built with imports,
the Bush administration began to announce new measures for
export control. On November 16, 1990, the President issued
Executive Order Number 12735. It listed sanctions that could, at
the Administration's discretion, be imposed on foreign persons
and foreign countries that promote the spread of chemical and
biological weapons. The measure was intended to replace the
mandatory sanctions that Congress wrote into last year's Export
Facilitation Act, which the President vetoed.

But the Order does not really bind the Administration to do
anything. It is only a statement that the Administration can
impose sanctions if it wants to. Sanctions against foreign
countries can be waived entirely for "significant foreign policy
or national security reasons." 1In light of the State
Department's record of coddling Iraq right up to the invasion of
Kuwait, I don't think there is much chance that Secretary Baker
will be quick to impose sanctions on anyone.

The Executive Order is also limited to CBW proliferation.
It does not affect the spread of nuclear weapons or ballistic
missiles. This is a curious omission, in light of all the
outside help that recently went to Iraq's nuclear and missile
efforts. If we are going to deal effectively with supplier
countries like China--which seems to be selling medium-range
missiles to Pakistan and a nuclear reactor to Algeria--we have to
impose swift and sure penalties for aiding all kinds of
nonconventional weapon programs.

The Administration's second measure was the Enhanced
Proliferation Control Initiative, which the President announced
on December 13, 1990. Unfortunately, the announcement was a net
setback for non-proliferation efforts because it also revealed
that the President had just approved the export of supercomputers
to Brazil and India and a near-supercomputer to China. Thus, the
Initiative started its career as a sugar-coating for three
dangerous exports.

Supercomputers are the most powerful tools known for
designing both nuclear weapons and ballistic missiles. The
Brazilian machine is scheduled to go to a Brazilian aircraft
company that has a history of helping Iraqg develop long-range
missiles, and that shares personnel with Brazil's main missile
research center. The Indian machine will go to an.institute that
is doing rocket research for the Indian government. The Chinese
machine is going in spite of China's recent missile deal with
Pakistan, China's nuclear help to Algeria, and China's human
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rights record. Thus, while the Bush administration talks tough
on proliferation, it is doing practically nothing to stop it.
Despite the lesson of Irag, the administration is still not
willing to spend any political capital to control weapons of
mass destruction.

The Enhanced Proliferation Control Initiative does have some
positive elements. It extends export controls beyond chemicals
to the equipment used to make them. And it expands the number of
chemicals that require an export license, and it bars U.S.
exporters from knowingly supplying goods for chemical, biological
weapon or missile production.

These rules are good as far as they go, but like the
President's executive order, the Initiative says nothing about
controlling dual-use puclear technologies, and it only addresses
missile proliferation by barring U.S. exports to countries or
projects that the exporter knows are developing missiles. This
latter provision will only have a practical effect in rare cases,
such as the recent episode of the "skull" furnaces, where an
industry whistleblower tips off the government, the government
then tells the exporter that the shipment is going to be
diverted, and the exporter is thus supplied with the required
knowledge. Except in the rare case where a whistleblower pops
up, the Initiative does not change the way the licensing process
works.

The administration’'s most recent nonproliferation step has
been to have the Commerce Department refer more export requests
to the Pentagon for review. But this was not exactly voluntary.
Congress, last session, passed the Missile Technology Control
Act, which now requires the Commerce Department to refer all
items on the U.S. missile technology control list to the Pentagon
for consultation if the exports are destined for a classified
list of "countries of concern." The administration is supposed
to be drawing up the list now, but it is not clear where this
process stands, and therefore it is not clear how thoroughly the
Act is being implemented. This Subcommittee might ask for a
clarification on this point. Moreover, the new referral
procedure only applies to missile-related exports, not to
nuclear-related ones, so the Pentagon may be seeing more cases on
missiles than it does on the nuclear warheads that the missiles
would carry.

In sum, the Bush administration is applying band-aids where
a tourniquet is needed. If we are going to get serious about
controlling the spread of nonconventional weapons, we need
measures much stronger than these.
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II. Strengthening U.S. Export Controls

If stopping proliferatiocn really is a national security
priority, as the President says, we need to put our national
security apparatus charge of controlling strategic exports. At
present, this power is in the hands of the Commerce Department,
which is concerned primarily with trade. Commerce cannot
possibly police exports at the same time that it promotes them,
as the record on Iraq shows. When I last testified before the
Subcommittee, I pointed out the example of the old Atomic Energy
Commission, which had the job of both promoting and regulating
nuclear energy until 1974, when the functions were split.
Everyone now agrees that the regulatory process gained great
credibility and effectiveness from the separation.

I recommend that Congress take dual-use export licensing
away from the Commerce Department and put it in the hands of our
national security establishment. Arms proliferation is a
strategic question, not a trade question. The value of dual-use
exports is tiny compared to overall U.S. exports. The impact of
these exports is strategic rather than economic.

It has been suggested that Congress should create a new
agency to assume the export licensing function. I would support
such a move if there were some way to insure that industry would
not take the agency over, as it has the Commerce Department.
Industry would obviously have a great incentive to pack such an
agency with personnel loyal to its own interests. Given the
power of commercial and industrial interests in Washington, it is
likely that this would happen.

I think it would be safer to make the Defense Department the
"hub" agency for controlling all exports relevant to nuclear,
chemical, biological, and missile proliferation. Most of the
expertise is already there, and any additional expertise could
easily be obtained through the national laboratories. Commerce
has no real expertise on these matters. Commerce should have, at
most, a record keeping function. Commerce should refer
applications on receipt to the Pentagon, which would make the
final licensing decision in consultation with the Commerce,
Energy, and State Departments, the Arms Control and Disarmament
Agency, and the intelligence agencies.

To coordinate this process, the Pentagon could merge its
relevant staff, and the relevant staffs from other agencies, into
a Bureau for Strategic Trade. Commerce could still handle the
paperwork and records, but DOD would have the power to grant or
deny licenses. This change would put military experts in charge
of exports with military applications.

I also recommend that Congress adopt a more systematic and
effective form of oversight. A Congressional committee with
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jurisdiction over national security matters should oversee and
evaluate U.S. export licensing on a continuous basis. That
committee could be a subcommittee of one of the Armed Services
committees, or of the Governmental Affairs or Governmental
Operations committees, or of the Joint Economic Committee. It
could even be this subcommittee. The committee or subcommittee
should receive complete quarterly reports on granted export
licenses, and should have sufficient staff to oversee the export
control process. If necessary, the General Accounting Office
could be asked to help.

I also recommend, as I did in my previous testimony, that
dual-use licensing be pushed into the light of day. Congress
should amend Section 12(c) of the Export Administration Act
without delay, so as to require quarterly public reports of
licenses granted. These reports would contain the same
information as recently released for Iraq, but would also include
the name of the exporter. If a company is ashamed to have it
known that it sold one of its products to a developing country,
the company should not have made the sale in the first place. No
reputable company should object to this. Every dual-use export
is made for civilian purposes, and is restricted to peaceful use.
There is no reason whatsoever for keeping these exports secret.

I think that making them public would be the greatest long-term
structural improvement in the process that Congress could
legislate. .

III. Cocom and Other Multilateral Export Regimes

The Subcommittee has also asked for my comments on the
current effort to reduce the export controls applied by Cocom,
the Coordinating Committee on Multilateral Export Control, which
consists primarily of the NATO countries and Japan, and which
applies export controls against the former members of the East
Bloc. As I stated in my previous testimony, there has been a
rush to celebrate the end of the Cold War by reducing the Cocom
control list. Unfortunately, dropping Cocom controls often means
dropping the only controls many Cocom countries have on dual-use
exports. This decontrol exercise will make it easier for the
developing countries to buy dangerous equipment from Cocom
members, either directly or through the former East Bloc. Once
barriers to trade with the old East Bloc are gone, there will be
nothing to prevent these cash-starved regimes from retransferring
sensitive Western technology to proliferant countries.

Nevertheless, Cocom is moving toward a policy of approving
licenses for all but the most sensitive technologies to end users
in Poland, Hungary and Czechoslovakia. The United States is
supposed to be helping these countries develop export control
systems, but common sense tells us that these countries are more
worried about other things. There is no reasonable prospect of
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insuring that Western exports won't be diverted.

The Cocom decontrol process is scheduled to continue later
this month at a high-level meeting in Paris. The entire schedule
of dual-use ‘goods may be scrapped and replaced by a much smaller
"core group" limited to eight categories. After the Paris
meeting, a new text will be sent to industry for comment, and new
regulations will be published this summer.

Among the items that probably will be released for sale are
filament winding machines to make uranium gas centrifuges,
"shake and bake" equipment for testing the ability of nuclear
warheads and missiles to withstand atmospheric reentry forces,
and high-speed cameras used to study the implosive shock waves
that detonate fission bombs. The United States has tried to keep
these goods away from proliferant countries for many years.

If President Bush really believes that proliferation is a
threat, he should be pressing Cocom members to develop North-
South controls before they loosen East-West controls on these
and other dangerous technologies.

To try to compensate for the loss of controls in Cocom, a
group of countries called the Nuclear Suppliers Group has been
re-activated. The Group met in March 1991 for the first time in
thirteen years, and its 26 members, which now include the
countries of the European Community, pledged in principle to
adopt export controls on dual-use items. The Group will meet
again in May to draft a multilateral dual-use nuclear control
list.

I believe that Congress should directly oversee the U.S.
role in these multilateral efforts. I recommend that the same
committee that oversees U.S. export control at home should also
oversee our efforts to establish multilateral controls abroad.
congress should look over the administration's shoulder on both
of these vital issues, and should let the administration know
that its performance so far has not been good enough.
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INTRODUCTION

The U.S. Department of Commerce licensed more than $1.5

billion worth of sensitive U.S. exports to Iraq from 1985 to

1990.

Most were "dual-use" items, capable of making nuclear

weapons or-long-range missiles if diverted from their claimed
civilian purposes.

On March 11, 1991, the Commerce Department released a list

of those licenses. The list showed the equipment approved, the

date,
This

the value, the buyer in Iraqg and the claimed Iraqi end use.
report is an analysis of the list. It shows, beyond any

doubt, that U.S. export controls suffered a massive breakdown in
the period preceding the Gulf War. When U.S. planes were sent to
destroy Iraqg's strategic sites, much of the equipment they bombed
was made in the United States. The report finds that:

take

-- The Commerce Department knew that millions of dollars'
worth of sensitive American equipment would wind up in
Iraq's missile and other military programs, but approved the
licenses anyway.

-- The Commerce Department failed to refer missile
technology export cases to the State Department and nuclear
technology cases to the Energy Department, in violation of
its own procedures.

-- Front companies for every known nuclear, chemical and
missile site in Iraqg bought American computers, with total
American computer exports exceeding $96 million. .

-- American machine tools may have helped build the SCUD
missiles that hit Tel Aviv and killed U.S. troops in Saudi
Arabia.

-- American radar components may have he.ped shoot down
U.S. aircraft and develop long-range missiles.

Based on these findings, the study recommends that Congress
dual-use licensing away from the Commerce Department,

appoint a Congressional committee to oversee the licensing
process, and open dual-use licensing to public view.
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EXPORTS TO IRAQ: THE U.S. RECORD

Dangerous technology

c casings

"General military repair applications such as
jet engines, rocketcases, etc."

This was the declared purpose of two U.S. exports to Iraq,
valued at $1.4 million and approved on January 20 and February
10, 1988. The first was for precision machine tools, the second
for lasers. The Iraqgi buyer was a procurement agent for the
Iraqi SCUD missile program. With this equipment, Irag would be
able to make precision parts for missiles, and also be able to
rework the cases of its short-range SCUD missiles, enabling them
to carry more fuel and fly farther. Indeed, the stated use on
the application was to work on "rocketcases." with the longer
range, the new Iragqi SCUDS could hit Tel Aviv and kill U.S.
soldiers in Saudi Arabia.

The exporter was a German company, exporting from the
United States. The company, whose name the Commerce Department
refused to disclose, first came to the attention of German
officials in early 1984, when German intelligence reported that
the company was suspected of selling Pakistan equipment for
making nuclear weapon fuel. 1In May 1987, the firm was cited in
news reports, this time for trying to smuggle blueprints for
uranium enrichment to Pakistan through Switzerland. To make
matters worse, another German firm, Uranit, was suing this
company for stealing the blueprints. According to a German
official, the evidence against the company was ‘"'very
incriminating."2 The company was also suspected of hiring a
Swiss firm to produce special equipment for Pakistan that could
enrich uranium to nuclear weapon grade. The press reports
appeared only six months before the company applied for its two
U.S. export licenses on December 1 and 22, 1987.

Despite the exporter's notoriety, the Commerce and Energy
Departments took only two months to approve the first
application (case B281441) and less than a month to approve the
second (case B286904). Neither was referred to the State or
Defense Departments for review.

The importer was the "Nesser Establishment for Mechanical
Industries,” also known as the "Nassr State Enterprise for
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Mechanical Industries."”™ One of Nassr's main jobs was to procure
equipment for Project 1728, devoted to increasing the range of
Irag's SCUD missiles. Nassr was part of the Iraqi Ministry of
Industry and Military Industrialization (MIMI), run by Saddam
Hussein's son-in-law Hussein Kamil al-Majid. MIMI was generally
in charge of Irag's missile and chemical weapon efforts. Nassr
also served as the procurement arm for Taji, a site used to
produce chemical munitions and, according to Western intelligence
documents, "responsible for the development and manufacture of
gas centrifuges for uranium enrichment."3 In addition, Nassr
ran artillery ammunition plants, purchased "high-capacity
driving nozzles" for missiles from a German company,4 and was
linked to the Condor II intermediate-range missile project.

Thus the Commerce Department approved sensitive U.S.
equipment that would go ‘directly to Iragi nuclear weapon,
chemical weapon, and missile sites, despite the fact that the
exporter was suspected of nuclear smuggling, and despite the fact
that the importer declared an intention to work on rocket bodies.
Commerce knew that the exporter was unreliable, and knew that the
end use was improper, but approved the export anyway.

This equipment may well have helped build the SCUD missile
that Killed American troops in Dhahran. The buyer represented
the SCUD program, the equipment was used to rework rocket
casings, and Iraq used a long-range SCUD with a reworked casing
to reach the U.S. troops in Saudi Arabia.

Radar

In January 1988, the Commerce Department approved more than
two million dollars' worth of quartz crystals to the "Salah al
Din Establishment" (case B290664) and the "“Iraqi Trading
Company" (case B346115), both of which frankly said that they
wanted the crystals for "components in a ground radar system."
Salah al Din was a military electronics factory built by the
French company Thomson-CSF. It manufactured three-dimensional
early warning radars and may have made components for missile
guidance and radar jamming equipment.

Quartz crystals perform a vital function in radar: they
measure time accurately in small units. Because the position of
an object is determined by the time it takes a radar pulse to
reach the object and. return, accurate time measurement is
essential. Military-level quartz crystals are defined as those’
with high stability over a wide operating temperature, or with
the ability to withstand acceleration forces up to 20 times
gravity, or shock greater than 10,000 times gravity, or very high
radiation. Lower grade crystals do not need a license.
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The crystals carried commodity control number 1587,
identifying them as especially useful for missile production.
All items on the U.S. Commodity Control List require an
individual license for export, but some of the items, such as
quartz crystals, are singled out as sensitive for missiles. In
such cases, the State Department is supposed to be consulted
because State chairs the Missile Technology Export Committee
(MTEC), an interagency group that evaluates export applications
subject to missile controls. This means that the Commerce
Department should have referred the two applications to State for
interagency review. Instead, Commerce itself approved both in
only ten days. Commerce claimed that the cases were "not
restricted for MTCR [(missile], chemical/biological, or nuclear
non-proliferation."

Salah al Din also needed advanced equipment to operate its
radars. In late 1989, it bought American frequency synthesizers
valued at $140,000 to "calibrate, adjust, and test surveillance
radar" (case D055821). This would apparently include the radar
used to shoot down U.S. aircraft in the Gulf War, and radar used
as ground support for missiles capable of delivering nuclear
weapons. The frequency synthesizers carried commodity control
number 1531, also on the missile technology control list when
used for missile "launch and ground support equipment." Commerce
did not refer this case to the State Department either, as it
should have done for a missile technology item. It approved the
application unilaterally in only nineteen days, claiming again
that the export was "not restricted for MICR (missile], chemical/
biological, or nuclear non-proliferation."” :

In fact, Commerce knew that Salah al Din was building
military radar. When Commerce compiled its internal records on
the frequency synthesizers, it noted that "according to our
information, the end user ([Salah al Din] is involved in military
matters." Commerce then deleted this statement before it
released the export list to the public.

Thus, Commerce approved vital parts for a surveillance radar
that Commerce knew was military. The effect was to provide
ground support for Iraqi missiles, and to help Iraq detect and
shoot down U.S. planes in the Gulf War. It is not surprising
that Commerce concealed this knowledge from the public.

Guilty knowledge
sa' 6
In November of 1986, the Defense Department sent an

important letter to the Commerce Department.5 The letter
informed Commerce that the Pentagon had intelligence information

41-636 0 - 92 - 10
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linking a giant Iraqi site called "Sa'ad 16" to missile
development. Later, the Los eles Times reported that the
exact date of the letter was November 6, and also said that
according to government sources familiar with the letter, it
revealed that Sa'ad 16 was working on other non-conventional
“eapons as well. Thus, by November 6, 1986, the Commerce
Department should have stopped approving dual-use exports for
Sa'ad 1s.

There is also compelling evidence that Commerce knew what
was going on at Sa'ad 16 much earlier. 1In February 1985 the
Director of the Sa'ad General Establishment sent a letter to
Gildemeister Projecta, the German company in charge of buying
equipment for Sa'ad 16.6 The letter, which described the Sa'ad
16 project in detail, was reportedly sent to Commerce along with
the first license requests from the Sa‘'ad organization in 1985.
Indeed, on May 8, 1985, Gildemeister filed an application for a
$60,000 computer for the Sa'ad General Establishment, which
Commerce approved six weeks later (case A897641). The letter
listed 78 laboratories, including four for testing "“starting
‘material and fuel mixtures," two for "calometric testing of
fuels,” two for developing "control systems and navigation®
equipment and one for "measuring aerodynamic quantities on
models." On May 3, 1986 a second letter from Sa'ad revealed that
the sa'ad General Establishment was a part of the "State
Organization for Technical Industries (SOTI)" and that another
name for Sa'ad 16 was the "Research and Development Center."’
Commerce undoubtedly received this second letter--an internal
Commerce memc mentions it.8 These two letters from Sa'ad,
combined with the November 1986 message from the Pentagon, should
have barred any of the organizations named from receiving
sensitive U.S. exports after November 6, 1986.

But that was not the case. The Sa'ad General Establishment
got over half a million dollars' worth of U.S. computers in eight
cases, seven of which were approved after November 1986. These
computers went directly to Sa'ad 16, Iraq's largest and most
important missile research site. None of the cases was referred
to the Department of Energy, as required for items on the Nuclear
Referral List such as computers. As explained below, the Nuclear
Referral List consists of items that are especially useful for
making nuclear weapons if diverted from their civilian purpose.
Sa'ad also got $290,000 worth of precision electronic and
photographic equipment, approved in February 1987, three months
after Commerce 1.ceived the Pentagon's letter and two years after
the letter describing Sa'ad 16 was signed.

SOTI, the second Iragi organization mentioned in the Sa'ad
letter, got high-speed U.S. oscilloscopes in March 1988, a_year
after Commerce received the Pentagon's letter (case
B259524). SOTI is part of the Iragi Ministry of Defense. It
directed the construction and equipping of a solid rocket motor
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production plant called "DOT," and it also procured equipment
for at least two SCUD mlssxle enhancement projects. High-speed
oscilloscopes are essential to maintain radar, computers and
missile gu1dance systems, all of which have internal electronics
that operate in short time frames. Oscilloscopes are also used
to capture the brief signals from a nuclear weapon test, which
occur in a microsecond or less. Only high~speed oscilloscopes
need a license for export.

The third organization mentioned in the Sa‘ad letter was the
"Research and Development Center," which the letter said was’
another name for Sa'ad 16. The "Center" was allowed to buy
$850,000 worth of high-performance measuring, calibrating, and
testing equipment (cases B060729 and B075876), all approved in
January 1987, three months after the Pentagon's letter and almost
two years after the Iragi letter describing Sa'ad 16 was signed.
These cases were not referred to the Department of Energy either,
despite the fact that the items exported were on the Nuclear
Referral List. The Defense Department apparently objected at the
staff level but did not escalate its objections to a higher level
before Commerce approved the exports. The Center also got
communicating and tracklnq equipment valued at $3,000 in 1989
(case B382561), again without referral to the Department of
Energy as required for an item on the Nuclear Referral List.

In addition to the letters from Sa'ad and the Pentagon,
there were other warnings. According to U.S. officials, American
intelligence began to brief other U.S. agencies on the Iragi end
user network at least at early as 1987. The briefings continued
throughout 1988. By early 1989, the intelligence warnings had
become clear and urgent. At that time the CIA called all the
U.S. agencies concerned with exports together for a special
meeting on Irag. Commerce, however, refused to attend on the
ground that its "judgment might be contaminated."

In the open press, the earliest detailed accounts of Sa'ad
16 emerged in January 1989, when the German magazine Stern
published a list of the Sa'ad 16 laboratories. Over the next
several months, the German press published several stories
linking sa'ad 16 to Iraqi missile, nuclear and chemical weapon
development. ‘But even these press reports did not stop Commerce
from approving the tracking equipment in June of 1989.

Thus the Commerce Department continued to approve sales of
sensitive American equipment to Iraqi front companies even fter
it knew that the equipment was likely to be diverted.
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Violations of procedures

Commerce also failed to refer cases to other agencies for
review, in violation of its own procedures.

The quartz crystals mentioned above were on the missile
technology list--the list of items deemed especially useful for
missile production.9 Both that list and a second one, known as
the Nuclear Referral List, are subsets of the U.S. Commodity
Control List {(CCL). All items on the CCL require an individual
validated license for export. Under Commerce Department
regulations, quartz crystals are defined as missile items if

"usable as launch and ground support equipment."” This they
Clearly were, because the Iragi buyer stated that they would be
" used as "components in a ground radar system." Ground radar is

‘essential to support the launching, testing and tracking of
missiles. The frequency synthesizers were also on the missile
technology list if "usable as launch and ground support
equipment." They clearly were also, because the buyer admitted
that they would be used to "calibrate, adjust, and test
surveillance radar." Thus, Commerce should have referred both
of these cases to the State Department for review by the Missile
Technolegy Export Committee, the interagency group responsible
for licensing missile-related exports.

The Commerce Department also failed to refer millions of
dollars' worth of compasses, gyroscopes and accelerometers to the
State Department. Some of these items were sold to Iraqi
Airways, which the U.S. Treasury identified in April 1991 as a
"front company" in Iraq's "arms procurement network." Some also
went to the Iragi Air Force and some went to the Iragi Ministry
of Defense--both military organizations. All items in this
category (ECCN 1485) are defined as missile~related because they
can be used to make missile guidance systems.l0 Commerce
nevertheless approved them without consulting the State
Department, as required by its own procedures.

Thus when Commerce stated on March 11, 1991 in a press
release that "no license applications for any MICR [missile
technology] items have been approved for export to Iraq," it
contradicted its own export records.

Commerce also violated its statutory obligation to refer
nuclear cases tc the Department of Energy. Section 309(c) of the
Nuclear Non-Proliferation Act of 1978 requires that the executive
branch develop a special list of items that "could be of
significance for nuclear explosive purposes" if diverted from
civilian use. The list is known as the "Nuclear Referral List."
All items on the list require export licenses, and all license
applications must be "reviewed by the Department of Commerce in
consultation with the Department of Energy."ll
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In fact, Commerce licensed numerous items on the list
without referring them to the Department of Energy. The most
common item was computers, which carry CCL number 1565.

Computers operating above a certain speed are regulated by the
Nuclear Referral List, and some special computers are also on the
missile technology list. Commerce approved the following 20
computer cases, with a total value of over $5 million, without
referring any of them to the Department of Energy. The fact that
these computers required licenses shows that the computing speed
aust have been high enough to be regulated by the list. Thus, in
all 20 cases, Commerce violated its own procedures as well as
Section 309(c) of the Nuclear Non-Proliferation Act.

Case Importer Value
A800390 State Organization of Post-& Tel. $3,600,000
AB43654 Iraq Spare Parts Manufacturing 13,000
A844783 Ministry of Industry 488,000
A847302 Schlumberger 500,000
A849514 Ministry of Irrigation 389,000
A892228 State Organization for Tech Ind. 11,000 °
B050974 Directorate of Mobilisation 25,900
B061971 Central Statistics 87,800
B069513 Iragq Nation 0il © 210,600
B072960 Economic Commission 40,810
B073687 Schlumberger 2,000
A853710 Saab Abbas 40,700
A854382 Arab Petroleum 37,500
A857954 State Organization for Phones 48,000
AB62229 Ministry of Education 13,000
A862232 Ministry of Industry 22,400
AB66566 Scientific Council 1,900
A866912 Mendes Jr. International 32,000
A887265 University of Baghdad 10,000
A887266 University of Baghdad 11,000

Commerce also approved several military items to military
buyers without consulting the Department of Defense. These
included the machine tools and lasers, discussed above, which are
used to fabricate rocket casings, the quartz crystals discussed
above which are used as components in ground radar, and the
navigation, radar and airborne communication equipment sold to
the Iraqi Air Force and Ministry of Defense. Exports of such
clearly military items to military buyers should have been
referred to U.S. security experts.

The Defense Department, in fact, played only a minor role in
the export approval process. The Pentagon saw an export case
for only two reasons. First, it was consulted for its opinion
whether an item was likely to be diverted to a Cocom-proscribed
country (primarily the East Bloc). For these cases, the Pentagon
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had no power to decide whether the export might contribute to
nuclear, missile or chemical weapon proliferation. Such a
decision was ocutside the scope of its review.

Second, the Pentagon saw a handful of nuclear cases because
it participated in the Subgroup on Nuclear Export Coordination
(SNEC), the interagency group that evaluates nuclear-related
exports< But the SNEC reviewed only 24 of the 771 cases
approved from 1985 to August 1990--three percent of the total.
Commerce essentially bypassed the SNEC by failing to refer cases
to it. Thus, for the vast majority of the exports--roughly 97%--
the Pentagon did not participate in judgments about the risk of
proliferation. Neither did the Arms Control and Disarmament
Agency or the intelligence agencies. They had no role beyond
their participation in the SNEC. Thus, in 97% of the cases,
Commerce alone decided, or decided with the concurrence of
Energy or State, whether an item increased the risk of nuclear or
missile proliferation.

Commerce did not follow a consistent pattern in selecting
the few cases it did send to the SNEC. The Iraqgi Atomic Energy
Commission, for example, bought a large computer, valued at $2.8
million (case B175217) which was not referred to the SNEC, and
also bought $87,000 worth of precision electronic and
photographic equipment (ECCN 6599) with no external review at all
(case D042767). But a second computer, worth only $24,390 (case
B108166), was referred to the SNEC, indicating that the SNEC may
not have received the most important cases. Ten of the items
approved for the Iraqi Atomic Energy Commission were on the
Nuclear Referral List, but only three were submitted to the SNEC.

Commerce also approved $200,000 worth of computers for Al-
Qagaa, the Iraqi nuclear weapon design laboratory. Commerce did

not refer the computers to either the Department of Energy or the
SNEC.

Violations of policies

The Commerce Department had full authority to reject every
application discussed above. Under Commerce regulations, dual-
use exports must satisfy specific criteria. The criteria include
the following tests: whether the stated end use is acceptable,
whether the item =ould aid nuclear weapon or missile development,
whether the importing country has a nuclear or missile
development effort, and whether the recipient country has good
"non-proliferation credentials."

Iraq never came close to'passinq those tests. The "stated
end use" of some of the items was explicitly to produce rockets
and radar. The items exported, such as machine tools and radar



273

components, were obviously powerful enocugh to aid missile and
nuclear development. It was also clear that Irag had nuclear and
missile development programs. Iraq had been trying to build
nuclear weapons since at least 1981, when Israel bombed the
Osirak reactor near Baghdad, and Iraq had been known since the
mid-1980s to be working with Argentina and Egypt on nuclear-
capable missiles. 1In addition, U.S. intelligence knew by the
mid-1980s that many of the importers listed on the licenses were
fronting for Iraqi nuclear and missile sites. If the Commerce
Department had applied its own criteria, it would have denied
many of the Iraqgi applications.

Dangerous end users

The annex to this report lists Iraq's known military and
nuclear end users. The sixteen buyers listed either built,
equipped or operated Irag's nuclear, missile and chemical weapon
sites. Given the centralized control of all important activity
in Iraq, and the supreme importance of the Iraqi military, the
true list of military users is surely longer. Any sensitive
export to a buyer in Iraq must have been available to the
military, regardless of what the export application said.

Nevertheless, the sales to these sixteen buyers tell an
important story. All sixteen imported U.S. computers, the
indispensable tool of modern research and manufacture. These
computers must have aided the work of virtually every Iraqgi
nuclear, missile and chemical weapon site. Altogether, about $25
million worth of U.S. computers went to the sixteen military or
nuclear buyers identified in this report. 1Iraqg's total purchases
of U.S. computers amounted to more than $96 million, one fourth
of all the Iragi dual-use imports from the United States.

Exports were also licensed that--for reasons known only to
Commerce--did not appear on the list released to the public. 1In
1987, Electronic Associates of Long Branch, New Jersey sold Sa'ad
16 a "hybrid digital-analog computer," specially designed for
wind tunnel experiments on missiles. The computer is reportedly
identical to a computer now operating at the U.S. government's
White Sands missile range in New Mexico. The sale went to MBB
and Gildemeister, the two German companies that were Sa‘'ad 16's
main missile technology suppliers. The Department of Defense
opposed the sale and had the license brought before the National
Security Council in September 1987. Although the NSC decided to
block the export, the computer had been shipped eight months
earlier in January, without the Pentagon's knowledge.

Commerce also approved exports informally that do not appear
on the public list. 1In response to an exporter's request,
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Commerce can approve a shipment by stating that no license is
required. Two of these cases have recently come to light.

In 1989, the Consarc Corporation of New Jersey notified
Commerce that it wanted to to export a "skull" furnace to Iraq.
Consarc explicitly told Commerce that the furnace could aid a
nuclear program. The furnace could melt zirconium for nuclear
fuel rods, could melt titanium for missile nose cones and other
critical missile parts, and might be able to melt plutonium and
uranium for nuclear bomb cores. The skull furnace was to be
accompanied by three other furnaces: an electron beam furnace
from Consarc, and furnaces for vacuum inducticn and heat
treatment from Consarc's subsidiary in Scotland.

Used together, the four furnaces would have far exceeded
Irag's stated purpose, which was to manufacture artificial limbs
for victims of the Iran-Iraq War. According to U.S. officials,
Iraq would have had a "cCadillac" production line for atomic bomb
and ballistic missile parts, even better than the facilities at
American nuclear weapons labs. Commerce nevertheless told
Consarc that no export license was needed.

In June 1990, a person outside the government told the
Pentagon about the sale. This set off a chain of official
reactions that led the White House to block the shipment.

It turns out that equipment accompanying the furnaces needed
export licenses. In June 1989, Commerce licensed special
computing equipment to control the furnaces' operation (case
D030956) and in January 1990, Commerce licensed numerical
control equipment to make new crucibles for the furnaces (case
D064342). This latter export was crucial. One of the main
reasons for thinking that the original skull furnace might not be
used to make A-bombs was that the original crucible was not
suited for melting heavy metals such as uranium. But when
Commerce licensed the equipment for making additional crucibles,
Iraq got what it needed to make A-bomb cores.

Also in 1989, another New Jersey company, Struthers, Dunn,
Inc. of Pitman, contacted the same Commerce representative,
Michael Manning, who had advised Consarc. Irag wanted to buy
"time-delay relays," devices that have civilian uses but are also
used to separate the stages of ballistic missiles in flight.
Iraq wanted a special model, "tested for shock and vibration"
that would perform at 350,000 feet--66 miles above the earth.
Ronald Waugaman, who handled the case for Struthers, Dunn, said
"when I heard 350,000 feet, I thought missile."l3

Waugaman said he told Manning about the high-altitude
specifications, which were military grade. They contradicted
Iraq's official claim that the relays were for "heavy industrial
use." Waugaman said he told Manning that "they're not putting

¢



275

tractors 350,000 feet in the air."14 Nevertheless, Waugaman said
that U.S. officials told him that if a civilian end use was
stated, there was no reason to bar the export.

RECOMMENDATIONS

Strengthening U.S. Export Controls

The U.S. export control system has broken down for three
reasons: the wrong people are in charge of it, Congress has
ignored it, and it is secret.

Remove export coptrol from the Commerce Department

It has frequently been said that there is a conflict between
the Commerce Department's duty to promote exports and its duty to
regulate them--that Commerce has conflicting missions in the
export field. The licenses to Irag prove that this is true.
Commerce licensed items that did not meet its export criteria,
that it knew would be diverted from their supposed civilian
purposes, and that it knew would help Iraqg's nuclear and missile
programs. Commerce even excluded the State and Energy
Departments from the licensing process, in violation of its own
procedures.

The best known example of a federal agency that tried to
promote and regulate at the same time is the old Atomic Energy
Commission, which had the job of both promoting and regulating
nuclear energy until 1974, when Congress decided to split the
functions. The Nuclear Regulatory Commission now regulates; the
Department of Energy promotes. Everyone agrees that nuclear
regulation gained great credibility and effectiveness from this
separation.

Congress should now follow this precedent for dual-use
licensing. It should take this function away from Commerce and
give it to an independent requlatory agency such as the Nuclear
Regulatory Commission or to some other department, such as
Defense, that has no export promotion function. The Commerce
Department, which specializes in trade, is not the place to
decide strategic questions. An agency that specializes in
national security should have that task. It is essential to
recognize that the real significance of dual-use items is
strategic, not economic. The number of items on the control list
is small; well over 90% of the applications to export them are
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granted; and the value of the few applications denied is tiny
compared to the overall value of U.S. foreign trade.

It has been suggested that Cocngress should create a new
agency to handle all export licensing. Such a move would be
sound if Congress could insure that industrial interests would
not take the agency over, as they have the Commerce Department.
Industry would have a great incentive to pack such an agency with
personnel loyal to its interests.

It would be safer and more logical to make the Defense
Department the "hub" for controlling all exports relevant to
nuclear, chemical, biological and missile proliferation. Most of
the expertise is already in the Pentagon, and any additional
expertise could be transferred from other agencies and obtained
through the national laboratories. Commerce, which has no
substantive expertise on dual-use technology, should retain only
a record keeping function. Commerce should refer applications
to the Pentagon, which would make the final licensing decision in
consultation with the Commerce, Energy, and State Departments,
and with the Arms Control and Disarmament Agency and the
intelligence agencies. This change would put military experts in
charge of exports with military applications.

Impose Congressional oversight

Congress essentially ignored export licensing to Iraq until
the invasion of Kuwait. Oversight was entirely lacking during
the period preceding the Gulf War. If Congress had looked into
what the Commerce Department was doing, Congress would have
learned quickly that Commerce was not following the rules. A
Congressional reaction might have stopped some of the worst
exports from going out.

Congress should now impose an effective form of oversight.
A Congressional committee with jurisdiction over national
security matters should be given the task of overseeing and
evaluating export licensing. That committee could be a
subcommittee of one of the Armed Services committees, or of the
Governmental Affairs or Government Operations committees, or of
the Joint Economic Committee. The committee or subcommittee
should receive complete reports on pending or approved licenses
and should have sufficient staff to oversee export controls. If
necessary, it could receive assistance from the General
Accounting Office or the Office of Technology Assessment.

[0) expo icensi t ubljc view

The other important lesson we can draw from nuclear .
regulation is the great benefit of making decisions in public.
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All of the Nuclear Regulatory Commission's export licenses are
granted on the public record and in the light of day. This is
the main reason why there are no horror stories about U.S.
nuclear exports to Iraq. Neither exporters nor regulators want
to defend such transactions in public, so they do not happen.

The Commerce Department's process is secret. Neither
Congress nor the public is permitted to examine Commerce
licensing in the open. This is true despite the fact that
dual-use licenses are supposed to be for civilian items
restricted to peaceful use.

Commerce refuses even to confirm the existence of an
individual license application, and refuses to disclose which
applications have been approved after the exports have gone out.
Cases come into public view only when someone inside the
government becomes angry enough to leak them to the press. This
means that only the exporters know which cases are pending, and
only the exporters' voices are heard by the licensing officers
when decisions are made. The effects are to freeze the public
and Congress out of the process and to open the door to the worst
forms of private lobbying.

The Commerce Department argues that secrecy is necessary to
protect proprietary interests. But the U.S. nuclear industry
competes well on the international market despite the openness of
NRC regulation.

Congress should now require the Commerce Department to
publish quarterly summaries of all dual-use licensing actions.
This information already exists in a database. It could be
released by pushing a button. The resulting list would be the
same as the one that Commerce released in March on Iraq, but
would include countries such as Iran, Libya and Syria. The list
would only cover licensing actions that have been completed.
Pending sales would not be revealed. Congress could accomplish
this by amending Section 12(c) of the Export Administration act,
which the Commerce Department now interprets as requiring
complete secrecy for dual-use licenses.

The list would also include the name of the exporter. 1If a
company is ashamed of having sold one of its products to a
developing country, the company should not have made the sale in
the first place. Reputable companies do not object to telling
the truth about their business. If the sales are legitimate, and
satisfy the export criteria, there is no reason to keep them
hidden. The decision to license them is an official government
act paid for with tax dollars. Pushing export licensing into the
light of day would encourage the exporters to be honest,
encourage the government to be careful, and allow the public to
find out whether U.S. exports are undermining national security.
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ANNEX: IRAQI END USERS

Following is a list of the known Iraqi military and nuclear
end users that imported sensitive American equipment from 1985
to Auqus; 2, 1990, when Iraqg invaded Kuwait:

Iraqi Airways: One of the "agents and front companies® that
Iraq used for its "arms procurement network," according to the
U.S. Treasury Department. In a press release on April 1, 1991,
Treasury termed these companies "Specially Designated Nationals,"
and said that "when you deal with them, you're dealing with
Saddam."

- Total approvals to Iraqi Airways: over $50 million,
including:

1. Compasses, gyroscopes, and accelerometers (ECCN

1485) valued at $13 million in seven cases.
- The Commerce Department approved these sales
without external review in four of the seven
cases, despite the fact that these were missile
items and were approved after the missile list
came into effect. All items under category, 1485
are controlled as missile items.

2. Navigation, radar and airborne communication
equipment (ECCN 1501) valued at $5 million in five
cases.
~ Approved without external review in four of the
five cases.

3. Computers (ECCN 1565) valued at $5 million.

4. Aircraft, helicopters, engines and equipment valued
at $23,000,000.

5. Aircraft parts, boats, diesel engines, underwater
cameras, and submersible systems valued at $28 million.

- Many of the items approved for Iragi Airways fell into
categories that are listed, by their commodity control
numbers, as useful in the development, testing, production
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and deployment of missiles capable of delivering nuclear
weapons. Items such as compasses, gyroscopes,

accelerometers, computers, radars and navigational equipment
all fall into this category. It is possible that some of

these items aided the Iragi SCUD program.

- The procedures by which missile technology exports are
approved are not available to the public. It is widely

assumed . that at least the Department of State reviews and
approves these sensitive exports. However, the Department
of Commerce approved at least six exports that appear to be

on the missile technology list with no external review.

one case (B373514), the Commerce Department approved over a

million dollars' worth of compasses, gyroscopes, and
accelerometers without consulting either the State or

Defense Departments. All items in category 1485 are missile
items and should have been referred to the State Department.

Iraqi Air Force:
- Total approvals: $57 million, including:

1. Navigational, radar, and air communication

equipment (ECCN 1501) valued at more than $200,000 in

nine cases.
- No external review in five of the cases
(A839273, A858162, AB66417, B200489, B222433).

- State Department approved three of the cases.

2. Compasses, gyroscopes, and accelerometers (ECCN
1485) valued at $957,500.

- Commerce Department approved without external
review in March 1989, despite the fact that these

are missile technology items.

3. Oscilloscopes (ECCN 1584) valued at $12,391 (case

A826888) .
- Approved by State Department in May 1985.

4. Computers (ECCN 1565) valued at $11,394 (case
B236580).

- No referral to Energy Department, as required

for items on the Nuclear Referral List.

5. Aircraft and helicopters (ECCN 6460) valued at
$45.8 million.
- Approved by the State and Energy Departments
from April to June, 1988.



280

" Iraqi Atomic Enerqgy Commission: Responsible for nuclear
research in Iraq, including Iraqi work on nuclear weapons.

- Total approvals: over $3 million, including:

1. Computers (ECCN 1565) valued at $2.9 million.
- The largest computer export, valued at $2.8
million (case B175217) was approved by the Energy
Department without referral to the SNEC, whereas a
second computer, worth only $24,390 (B108166) was
~ referred to the SNEC, indicating that the SNEC did
not receive the most important cases.
- A third computer was approved without referral
to the Energy Department, which is required for a
commodity on the Nuclear Referral List being
exported to a nuclear end user for a nuclear end
use. This violated export control procedures.

2. Precision electronic and photographic equipment
(ECCN 6599) valued at $87,000 (case D042767).
- No referral for external review.

- Ten of the items approved for this end user were on the
Nuclear Referral List, but only three were submitted to SNEC
for interagency review.

Ministry of Defense: 1In charge of Iraqi defense
operations. Responsible for the State Organization for Technical
Industries (SOTI) and the Sa'ad General Establishment (both
described below) .

- Total approvals: over $567 million, including:

1. Computers (ECCN 1565) in eighteen cases valued at
$2.1 million.
- Commerce referred only two of the eighteen cases
to the Energy Department, as required for items on
the Nuclear Referral List. Of the two cases
referred to Energy, only one was referred to the
SNEC.

2. Compasses, gyroscopes and accelerometers (ECCN
1485) in three cases valued at over $1 million.
- These items are subject to missile technology
controls.
- Commerce did not refer one case (B204774) valued
at $60,136 for external review, although the
approval was in May 1987 after the establishment
of the missile control list in April 1987.
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3. Navigation, radar, and airborne communication
equipment (ECCN 1501) valued at $291,000.
- These items may be subject to missile technology
controls.
- The bulk of the value of this approval was for
case B353226, valued at $264,000, which Commerce
did not refer for external review, despite the
fact that the approval was in September 1988 after
the establishment of the missile control list in
April 1987.
- Commerce licensed this sale of dual-use military
equipment to a military end user without external
review by the Defense Department.

State Organization for Technical Industries (SOTI):
Subdivision of the Ministry of Defense. Commissioned the
building and equipping of DOT, a solid rocket motor production
plant built as part of the Condor II project. Also procured,
according to U.S. officials, equipment for the Al-Hillah and Al-
Fallujah SCUD modification projects and the space launch facility
at Karbala.

- Total approvals: $1.4 million, including:

1. Oscilloscopes (ECCN 1584) valued at $20,000.
- Commerce approved three applications, two
without the external review required for items on
the Nuclear Referral List.
- One oscilloscope went to Mansour, a military
site described below.

2. Computers (ECCN 1565) valued at $380,000 in five
cases.
- Only one of the five cases was reviewed by the
Energy Department, as required for items on the
Nuclear Referral List.

3. Measuring, calibrating, and testing equipment (ECCN
1529) valued at over $143,000 in three cases (B052572,
B156528, B311058).
- Commerce licensed the largest approval
(B052572), valued at over $132,000, without an end
use statement.
- Commerce referred only one of the three cases to
the Energy Department, although all three were on
the Nuclear Referral List.
- Commerce made no referral to the State
Department, despite the fact that this item
appears to be on the missile technology control
~list, and one of the cases was approved in 1988
after the list went into effect.
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Sa‘'ad General Establishment: A division of SOTI. Self-
described as "a state organization specialized in the planning
and erection of large industrial complexes for the Government of
Iraq," _Sa'ad does not operate any of the contracted facilities
itself.15 According to MidFast Markets, Sa'ad only does work on

military projects. Contracted for the construction of Sa'ad 16
at Mosul.

- Total approvals: $1.1 million, including:

1. Computers (ECCN 1565) valued at more than $450,000
in seven cases (B177669, B224682, B265627, B271629,
B350736, E000057, E002881).
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.

2. Precision electronic and photographic equipment
(ECCN 6599) valued at $290,000.

Monsour Factory (or Al Mansour): Linked to SOTI and served
as a procurement agent, according to U.S. officials, for the SCUD
enhancement facilities at Al-Fallujah and Al-Hillah, and the
space launch center at Al-Anbar. According to press reports,
purchased a high-speed oscilloscope from Tektronix.

- Total approvals: $5.2 million, including:

1. Electronic manufacturing equipment (ECCN 1355)
valued at $4.2 million.
- No referral to the State or Energy Departments.
- This equipment enables domestic production of
transistors and diodes for use in computers and
other electronics, including military systems such
as communications and radar.

2. Electronic measuring, calibrating and testing
equipment (ECCN 1529) valued at $644,000.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.
- No referral to the State Department, despite the
fact that this item appears to be on the missile
technology list and was approved in October 1989
after the list came into effect.

3. Computers (ECCN 1565) valued at $354,000 and
$12,000.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.
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4. Superconductive electromagnets (ECCN 1574) valued
at $8,280.
- No referral for outside review.

Ministry of Industry and Military Industrialization (MIMI),
formerly Ministry of Industry and Minerals: Run by Saddam
Hussein's son-in-law Hussein Kamil al-Majid, with overall
responsibility for Iraq's nuclear, missile and chemical weapon
programs. MIMI ordered furnaces, the sale of which was blocked
ty the White House in June 1990 because of Iraqg's plan to divert
the furnaces to nuclear weapon production.

- Total approvals: $8.5 million, including:

1. Computers (ECCN 1565) in twenty cases valued at
almost $8 million.
- No referral of 19 of the cases to the Energy
Department, as required for items on the Nuclear
Referral List.
- Commerce referred one case, valued at $29,300,
to the Departments of State and Energy, but
approved another valued at $488,000 unilaterally.

2. Computer-controlled machine tools (ECCN 1091)
valued at $525,000 (case D064342).
- Departments of State and Energy approved in
January 1990.

Nassr State Enterprise for Mechanical Industries (or Nesser
Establishment for Mechanical Industries): Part of the Ministry
of Industry and Military Industrialization (MIMI), described
above. Nassr procured equipment for Project 1728, a SCUD
modification effort; was involved in Iraqg's nuclear program; was
the procurement arm for Taji, a site used to produce chemical
munitions; and, according to Western intelligence documents, was
"responsible for the development and manufacture of gas
centrifuges for uranium enrichment.”1® Nassr also ran artillery
ammunition plants: purchased "high-capacity driving nozzles" for
missiles from a German company; may have been a part of the
European procurement network run by Iragi front company TDG in
London; was the main customer of Matrix Churchill, another Iraqi
front company in England; and was linked to the Condor II
intermediate-range missile project.

- Total approvals: $1.8 million, including:

1. Computers (ECCN 1565) valued at $1 million.
- State Department approved in mid-1988.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.
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2. Computer-controlled machine tools (ECCN 1091)
valued at $888,000 (case B281441).
- Energy Department approved in February 1988.

Al-Qagaa State Establishment: Part of MIMI. Responsible,
at least in part, for Iraq’'s nuclear weapon program. According
to Western intelligence, this center was "concerned with the
development of the non-nuclear components of nuclear weapons."l7
The intelligence report also states that Al-Qagaa had experience
with modern high explosives and high-speed measurements, both of
which are necessary to develop nuclear weapons. In March 1990,
customs officers at Heathrow Airport in London seized a case of
capacitors bound for Al-Qagaa that were especially designed for
detonating nuclear warheads.

- Total approvals: over $200 thousand, including:

1. Computers (ECCN 1565) in three cases valued at
$200,000.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.

Technical Corporation for Special Projects (Techcorp): Also
part of MIMI. Operated Sa'ad 16. Responsible for the SCUD
modificaticn project and development of the Condor II missile.
Also purchased parts for the Iraqi supergun.

- Total approvals: $61,300, including:

1. Two computers (ECCN 1565) valued at $16,980 and
$44,320.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.

University of Mosul: Site of and procurement agent for
Sa'ad 16 (also referred to as "Research & Development Center"),
Iraq's major missile research and development center, where work
was done on the Condor II and SCUD modification as well as
research on chemical and nuclear weapons. According to European
news reports, the German company that supplied Sa'ad 16
described the project as a "laboratory and workshop complex
{that] will be run in cooperation with Mosul University."18

- Total approvals: over $1.8 million, including:
1. Equipment for enhancing satellite images, including

computers (ECCN 1565) valued at $1 million and related
equipment (ECCN 4590) valued at $27,800.
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- Commerce Department approved the related
equipment (ECCN 4590) in June 1985 without
external review.

- This equipment enhances photographs taken by
satellites. The enhanced photos can be used to
improve targeting by missiles or aircraft, or for
other reconnaissance objectives. The licensee,
International Imaging Systems of Milpitas,
california, did not ship the equipment approved in
1990. However, on two previous occasions,
International Imaging sent shipments to Iraq. In
1981, an image processing system went to the Iraqi
Directorate General for Geological Survey and
Mineral Investigation, and in 1987 a similar
system went to the_ Space and Astronomy Research
Center in Baghdad.l!®

2. Viruses and viroids (ECCN 4997) valued at S1.
- Commerce Department approved in December 1987
without external review.

3. Computer (ECCN 1565) valued at $483,000.
- Approved (case B062253) without referral to the
Energy Department, as required for items on the
Nuclear Referral List.

Research and Development Center: Anotherlname for Sa'ad
16, Iraq's main missile research and development site at Mosul.

- Total approvals: $927,000, including:

1. Measuring, calibrating, and testing equipment (ECCN
1529) valued at $870,000 in two cases (B060729 and
B075875) .
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.
- The Defense Department objected at the staff
level but did not escalate its objections before
Commerce approval.
- This equipment can be used to test and develop
microwave circuits for missile guidance radars and
microwave communications. One licensee, Wiltron
of Morgan Hill, California, sold a scalar network
analyzer using a radio frequency uf up to 40 GHz
to test and develop these circuits. According to
one report, the Department of Defense tried to
stop an approval valued at $49,510 in November
1986, but the Commerce Department licensed the
export the following January.
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2. Communicating and tracking equipment (ECCN 1502)
valued at $3,000.
- No referral to the Energy Department, as
required for items on the Nuclear Referral List.

3. Radio spectrum analyzer (ECCN 1533) valued at
$45,664.

4. Computers (ECCN 1565) valued at $10,228.

Hutteen General Establishment: Iraqi government
organization that purchased large-caliber artillery shell cases
from Spain and Germany that could be filled with chemical
payloads.

- Total approvals: over $1 million, including:

1. Computers (ECCN 1565) in four cases (B249146,
B322679, D030887, D014317) valued at over $1 million.
- No referral to the Energy Department, as

required for items on the Nuclear Referral List.

Badar Establishment of Mechanical Engineering (or Bader
General Establishment): A military enterprise responsible for
producing aerial bombs.

- Total approvals: $2 million, including:

1. Computer (ECCN 1565) valued at $1.6 million.
- Departments of Energy and State approved from
March 1988 to June 1988.

2. Technical model (ECCN 9999) valued at $ 373,708.
- No referral for external review.

Salah al Din Establishment (originally called Saad 13;
apparently also called University of Salahaddin): A military
electronics factory built by the French company Thomson-CSF.
Manufactures three-dimensional early warning radars under license
from Thomson as well as other Thomson military telecommunications
equipment. Some electronic countermeasures and inertial
guidance components were also made here.

- Total approvals: over $1.6 million, including:

1. Quartz crystals and assemblies (ECCN 1587)- valued
at $1.1 million (case B290664).
- Commerce approved without external review,
despite the fact that this item is on the missile
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technology control list and was approved in
January 1988 after the list went into effect.
The stated end use was components for a radar
system.

2. Frequency synthesizers and equipment (ECCN 1531)
valued at $140,000 (case D055821).
- Approved without external review, despite the
fact that this item is on the missile technology
control list and was approved in November 1989
after the list went into effect.
- The stated end use of this item was for
"calibrating, adjusting and testing of a
surveillance radar," which could function as a
ground support system for nuclear-capable
missiles.

3. Navigational, radar, airborne communication, and
mobile communication equipment (ECCN 6598) valued at
$115,000 (case D092873).

- Approved without external review in April 1990.

4. Communication, detection, and tracking equipment
(ECCN 1502) valued at $1,825.
- Energy Department approved in February 1987.

5. Computers (ECCN 1565) in three cases valued at
$130,000.
- Energy Department approved all three cases.

6. Measuring, calibration, and testing equipment (ECCN
1529) valued at $7,375 (case D066127).
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Senator BINGAMAN. Let me start by asking the other two witnesses
about this last suggestion.

SHOULD APPLICATIONS BE PUBLIC?

Mr. Freedenberg, do you agree that it would make sense for Congress
to direct that all these applications and the decisions as to these
applications be made public?

Mr. FReeDENBERG. Well, when I began working in export controls in
1979 with Senator Stevenson handling the bill—the Export Administra-
tion Act of 1979—there was a major debate about section 12C—the
complaints that the exporting community had was that the Journal of
Commerce was publishing all this material; and that since a license
doesn’t mean an export, it just means that you’re approved to export. It
was disadvantaging U.S. exporters, and it was giving the competitors the
ability to sell to that end user, to essentially find out what the U.S. sales
were.

I think the trade deficit at that time was about $5 billion, and 1
remember writing many speeches about how that was intolerable. It has
since grown significantly.

That would be an altemnative. It would do two things. First of all, it
would do what the Congress outlawed in 1979. It would also give
various citizens groups the ability to pressure those companies to stop
sales. In 1979, there were many attempts to stop all U.S. trade with the
Soviet Union, because there were still some exports to the Soviet Union
of very low-level technology Nevertheless, there were going to be
boycotts of any companies that made those sales.

So those are the sorts of things that you would open yourself up to,
but obviously if Congress thought that was a good idea, I think you
would just have to measure the pluses and the minuses of it.

Senator BINGAMAN. Let me ask Mr. Bryen, first, for his thoughts
about that suggestion.

Mr. BRYEN. Sure. First is 12C, this provision of the Export Adminis-
tration Act, has not only been used to conceal from the public, but it has
been used to suppress debate inside the administration. It makes it
impossible for a member of the administration to come up t0 a
congressional committee and testify about a license application that
might be controversial. So it’s designed to suppress information. '

Senator BINGAMAN. Let me just ask for my own information, does
12C prohibit that information from being released for a certain period
of time, or is there no cutoff.

Mr. BRYEN. There is no cutoff. It’s much worse than the classification
laws for national security, which have 7 years as the time limit.

Senator BINGAMAN. If we were to change it and limit it to a certain
period of time. I mean, if we were to say that the process of approval
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would occur without everybody being involved, that the decision would
have to be public so many days, or so many months, after the decision
was announced, what would be an appropriate timeframe, or does that
not make sense to do it that way?

Mr. Milhollin, maybe you should respond. It was your suggestion.

Mr. MiaoLuN. Well, if T could single handedly decide this issue, I
guess I would consider making the process of decision open, but I don’t
think the support for that can be mustered. So I would be content simply
to find out what happens 3 months afterward. I would like to see
quarterly reports or semiannual reports on licenses that have been
approved. That is, after the process is finished and approval is made, I
would like to see a report within 3 months or 6 months after that time.

Mr. BryeN. Could we come back to one point on this. The fact is that
licenses shouldn’t be issued on speculation. They ought to be issued, or
considered after a company has a contract in hand. Most legitimate
companies are proud to announce contracts of this sort—trade deals. I
mean, it’s the ones that aren’t proud to announce it that benefit. It’s the
shady deals, the crummy stuff that’s kept from the public, and that is
why I think it ought to be out on the table, and there shouldn’t be any
time limit.

Senator BINGAMAN. You think that even the fact that a person has
filed an application for a license should be public knowledge even
before a decision is made on it?

Mr. BRYEN. Well, I think the rules have to be clear on the basis. In
other words, you should file for a license after you have a contract, or
after you have a purchase order for the goods so no one is going to
come, you know, to state in public what amount you got paid. I don’t
think that’s the issue. The issue is you have applied for an export
license for a certain type of commodity to go to a certain end user. I
would like to see that public. I don’t see what harm it could bring to
good companies.

Senator BINGAMAN. Mr. Freedenberg, do you agree that even the
process of application should be made public, or do you think that
something that would allow the application to be filed and the decision
to be made, and then have a 3-month delay would make more sense?

Mr. FreeDENBERG. I don’t think the world would come to an end if
you published these things after, for example, a sale was made, but I
think you don’t want to give extra information to foreign competitors
for sales. The license expires after 18 months, and you might need to
have some period in which you find out whether the sale is final before
you have any information made public. Essentially, I don’t think the
world comes to an end on it.

The debate was a very serious one back in 1979, and there might be
some reasons for changing it, and I don’t know that you can’t necessari-
ly defend these things. They do leak out anyway. So I don’t think it’s
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a major issue. But I also don’t think it’s going to make a major change
in policy.

Mr. BrYEN. The other point is that you end up having the Govern-
ment, in a sense, in a conspiracy to deny to the stockholders of public
companies information about how their public company is being run.
That’s one of the outcomes of all of this.

Mr. MILHOLLIN. Mr. Chairman, I would like to add one comment. I
think my dealings with industry have led me to believe that industry
knows very well who is bidding on what. You find me a computer
salesman who doesn’t know what his competitors are selling and to
whom, and I'll show you an unemployed computer salesman. These
companies know very well what their competitors are doing and what
the market is. So the idea that the Government is going to be the entity
that informs companies about their competitive situation—well, I think
that’s unrealistic. 1 think they already know very well what their
competitors are up to.

A NEW CoCOM?

Senator BINGAMAN. On the suggestion that Mr. Freedenberg made for
a CoCom, a new type of CoCom——

Mr. FREEDENBERG. A non-CoCom CoCom I would call it. That is a
separate organization.

Senator BINGaMAN. Right. How do you see the MTCR relating to
that?

Mr. FrREEDENBERG. I think the MTCR could be a major part of it. In
fact, that is one of the major things we have to control. Obviously, the
Iraqi war showed that. I think one of the points that was made by Mr.
Milhollin is that he sees the analysis of certain products as being on the
list. The U.S. Government historically has been tougher than its allies.
That’s something that Mr. Bryen would agree with. The problem that we
have is that we don’t have a way of resolving disputes in this area.

So if you had an organization that was ongoing in which we could
bring up licenses that were pending and argue it out, particularly in
something going to a place like Iraq, or Libya, or whatever in the future,
you would have a more effective administration of that.

~Qur security, as pointed out in the Persian Gulf war, is very much
related to having a tight administration of the MTCR. The whole idea
of the MTCR is to make sure missile proliferation doesn’t increase, and
that we don’t have new Third World powers. The best way to do it, in
my opinion, is to have an ongoing organization that handles it.

Senator BINGAMAN. Do either of the other witnesses have a comment
on that suggestion?

Mr. Milhollin.
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Mr. MiLHoLLIN. I think we obviously need some kind of a tough,
effective, multilateral system for controlling exports from the developed
countries to the undeveloped countries in this field. I myself suggested,
I think, about 6 months ago a non-CoCom CoCom or reformulating
CoCom, which is in search now of a mission, to accomplish this end.

One of the nice things about CoCom is it has a history, it has a
structure, it has a way of operating, and these other regimes don’t. I
mean they have been recent inventions, and they are fairly loose.

Senator BINGAMAN. Isn’t the point that that may be a virtue, but isn’t
it also a problem in that you have an organization now with CoCom that
has a certain group of members and a mission that it has been working
out here for decades; and you’re now coming in and saying, OK, we’re
going to change your mission and we’re going to add additional
members. I mean, is it realistic to think that it’s easier to take the
existing CoCom and make it what you would want it to be rather than
just start fresh and do a new entity?

Mr. MiLHOLLIN. Well, that’s a difficult question. I would say though
that we shouldn’t deregulate things in CoCom as we’re doing hastily
until we have something to replace it with. I think Mr. Freedenberg
makes this point that CoCom has wound up being, without intending to
be, the main barrier to nonconventional dual-use technology transfers to
the Third World. What we are doing is getting rid of it before we have
come up with anything to put in its place, and that’s a serious mistake,
in my opinion. I think we ought to stop that process until we come up
with whatever device it is that we come up with.

Senator BINGAMAN. Mr. Bryen.

Mr. BryEN. Well, I think that’s absolutely right. CoCom is under
attack right now, and the control list that CoCom has is very vital to
what the European govemments and we ourselves use as the basis of
our national export controls. If you change that, then all these goods—
computers, quartz crystals, for example—are just going to be thrown out
to the world without license. So this whole discussion may be academic
in another month. We may not have to talk about proliferation controls
any more, because we will have succeeded in assuring a massive
amount of proliferation of technology because of what is going on in
CoCom as we speak.

Mr. FREEDENBERG. That’s the point I was making. CoCom still has a
purpose. It has a purpose of controlling the high technology of the
industrialized world in a very regulated way. So you don’t want to get
rid of CoCom. You want to keep that going. But you can have a second
organization that would have a broader membership and that would have
an ongoing sort of plenary session, so that you could discuss some of
these proliferation issues. You can do that within CoCom and retain the
identity of CoCom, which I think we still need.
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Senator BINGAMAN. You know, the problems of trying to enforce
CoCom are to allow CoCom to be what it has historically been. With
the changes taking place in Eastern Europe and all the rest of it, it just
seems to me monumental to try to think that we could maintain CoCom
in anything like the posture that it has historically been in. I don’t know.

Mr. FrReEEDENBERG. If 1 could make one comment. .

Senator BINGAMAN. Yes, go ahead.

Mr. FREEDENBERG. In the years that Mr. Bryen and I served, it did
expand to non-CoCom members. We got good cooperation out of the
rest of the Free World, and that helped on the proliferation issue.
Essentially, it is an effective organization as'a result of cooperation of
places like Singapore and Korea, and a lot of other places that got
involved—even India and Pakistan, perhaps not as effectively, but
certainly they were brought under its control. So what we want to do is
try to create an entity that does that with proliferation. .

The other side of it is if we decontrol too much, the big risk is that
it gets diverted, because it goes to a country that doesn’t have a very
effective control system.

Senator BINGAMAN. Mr. Bryen.

Mr. BrYEN. That's critical. I mean there is a linkage, and it’s a very
close linkage, between what CoCom does, what it does and what we’re
trying to do in this nonproliferation area; and because they are so
closely tied, to create another institution, you’re going to have to
interface them anyway if you’re going to get any performance. So why
not just do it all in the same place. That I think makes some sense. I
don’t think anyone—I mean CoCom does not inspire cheering. It’s a
tedious organization.

Senator BINGAMAN. There is very little in this subject area that does
that I’ve run across.

Mr. FREEDENBERG. My only point there is that I would like to see it
done quickly. I think you would have great resistance at the moment
from a number of the Europeans who don’t want to have CoCom

- change its character. So I suggest the second orgamzatlon The whole
idea is to have the same purpose, but also to remain what I see 1o be the
East-West character, which is now gone. I mean we still have things we
don’t want to sell to the Soviet Union and China, for example. We’ve
changed our attitude about most of Eastern Europe, but certainly not the
Soviet Union and China. So we don’t want to get rid of the whole
CoCom structure, and the best of a number of bad altematives is to
create a second institution.

Mr. MiLHOLLIN. If you talk about this subject with the Europeans and
you ask them specifically what things they control and under what
methods, they basically get out the CoCom list. So I think Mr. Bryen
has made a good point, which I started to make, which is that once we
drop ‘all this stuff off the CoCom list, it’s going to be gone. To get these
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countries to put it back on some other list is going to be tough, because
they have never been thrilled about CoCom anyway. So I think we’ve
made a big mistake in agreeing so easily to get rid of most of the things
controlled by CoCom.

Senator BINGAMAN. Well, gentlemen, I could ask a lot more questions
here, but you've been very patient and generous with your time, and I
appreciate it. We may have another question or two to submit to you for
the record. I do appreciate your taking the time, and I think it has been
excellent testimony.

We will keep the record open so that Senator Roth can submit a
statement he wants to.

(The written opening statement of Senator Roth follows:]
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- WRITTEN OPENING STATEMENT OF SENATOR ROTH

Mr. Chairman, | want to commend you for holding this timely and important
hearing. In the Persian Gulf, the world continues to have a graphic display of the
threat posed by malicious dictators who take advantage of the increasingly
unrestrained global arms market.

Much attention has been devoted to the proliferation of nuclear, chemical, and
biological weapons. In addition, these efforts have attempted to control the
proliteration of missile technologies — a key ingredient in the recipe for delivering such
weapons of mass destruction. | think we can all agree that more needs to be done in
these areas, especnally with regards to implementation of recent legislation and
Administration infliatives. But, before Congress overreacts to current news stories,
there ought to be a short pause to assess how well resources are being focused on
problem areas as the new controls are being implemented.

| have become disturbed at today's booming conventional weapons market,
which oo often operates like an "open-air drug market”. The easy availability ot
conventional weapons became more apparent to me while | was conducting an
investigation into the notorious cocaine cartels of Columbia. | found that a broad
range of advanced technology weaponry has been funnelled to terrorist groups, Third
World despots, criminals, and insurgent groups. In addition, there are many
government-to-government arms sales of advanced weaponry, such Frances sale of

Mirage fighter jets to Iraq, that may be used in the future against American fighting men
and women.

While | agree that we must be concemed about the proliferation of weapons of
mass destruction, we cannot ignore the fact that countries involved in about 170 local
conflicts during the last 45 years have relied on conventional arms supplied by the
global arms market. Saddam Hussein's huge store of weapons, acquired from at least
10 different countrias, posed a much greater hazard to American interests in the Gulf
region than did his unused arsenal of chemical weapons. The data clearly indicate
that conventional weapons are a key component of regional instability, yet they have
been largely ignored in discussions of arms proliferation. As the world goes through a
range of lessons learned in the wake of the Persian Gulf war, Congress ought not
forget the inherent risks of the global conventional arms market.

A second concern that | have is the availability of data for effective
nonproliferation efforts. Obtaining more timely data on arms transactions is an
imperative for alil nonproliferation efforts -- nuclear, biological, chemical, or



297

conventional. If such data are available prior to a country actually receiving weapons,
there is a broad range of preventative actions that can be undertaken. For example,
the supplying county can be persuaded to stop production or the shipments can be
diverted. Howaever, it is a much more difficutt problem once the arms have been
received, since at that point they atfect the balance of power. It is often argued that
countries have a sovereign right to conceal such data. But, the consensus of the
literature and the history of arms control agreements entered into by the United States
demonstrates the importance of verifiable data. In particular, Congress must have
more accurate data on the extent of the global proliferation problem before it attempts
to revise recent laws and Administration activities. Let's face it, we can only stop the
flow of arms if we know where they are coming from and where they are going.

Third, Mr. Chairman, it is important to point out that this is a multi-national
problem. Congress can continue to pass all kinds of laws to stop the flow of
technology out of America, but that will not prevent Argentina or South Africa from
supplying high technology weapons to the next Saddam Hussein. The global arms
trade has become more freewheeling and wide-open than in the days of the Cold War.
Back then, U.S.-Soviet polarity had ensured rigid "discipline™ on arms transactions,
with Soviet allies staking out customers within their bloc, and Western nations
adhering strictly to sales within their own alliances. Those traditional alignments and
channels have now been dissolved. Nations exporting arms are more likely to find
customers on the basis of who has the money and who wants to buy. Arms trading is
less predictable, more complex, and more volatile than at any time in the last forty
years.

" Now, with the governments of France and Germany feeling embarrassed by
revelations that Franch and German companies sent arms to Iraq, America has unique
opportunities to engage in mutti-lateral efforts to constrain the flow of weapons. | look
forward to the testimony of today's witnesses on this topic.

| personally think that there is much to be done after these hearings are over.
Those of us in Congress and other members of govemment need to start thinking
about how a verifiable monitoring system could be created. If we had access to valid
information, multinational solutions could be found to address de-stabilizing or
threatening arms trades. We need to look at the Question globally - to focus resources
on those nations that need better prohibitive laws or better enforcement methods. At

the same time, we ought to give the Adminstration credit for reducing arms sales over
the last decade.



