U.S. Export Control Policy Adapts To a Changing
World

By

Christopher G. Hankin,
Deputy Assistant Secretary of State
for International Trade Controls

[The following is a reprint of a statement presented in testimony before the Subcommittee on
International Economic Policy and Trade of the House Foreign Affairs Committee, in Washington,
DC, on September 24, 1991.]

This Administration has recognized and responded to the need for U.S. export control policy
to adapt to changes in the world. This has been true both in the context of our strategic controls
and our foreign policy controls. We have been in the fortunate situation where statute has been
flexible and has permitted us to act and adapt as appropriate to these changes. We have been able
to provide world leadership in strengthening export controls on countries of proliferation concern.
And we have been able to provide leadership in COCOM [Coordinating Committee for Multilateral
Export Controls] in responding to the welcome changes that have occurred in the Soviet Union and
in East/Central Europe.

There is no reason to believe that further changes, and the need for further responsive U.S.
leadership in the multilateral forums, will not continue.

The Administration, therefore, strongly supports re-authorization of an export administration
act that would continue this flexibility in statute.

As the Subcommittee is aware, we committed ourselves 2 weeks ago to a dialogue with the
committee's staff in hopes that a bill could be written and reported with Administration support.
We entered those discussions in good faith, and those discussions continue.

Perhaps as we proceed we should consider a two-track approach: a fairly simple extension
of the Export Administration Act for now, and a commitment to work together from a clean slate
on a new, forward-looking statute. We need a less cumbersome and less complicated statute.
What we write should be responsive to the challenges ahead. It must allow us flexibility to adapt
to changes in the world, some of which we will like and others which we will not.

Even, as is often the case, our views on policy coincide, it is probably best that statutory
micro-management be avoided. A provision that appears harmless today may not be so next
Spring. The Trade Act of 1988, for instance, mandated U.S. decontrol of items within 4 months
of a U.S. submittal to COCOM, regardless of COCOM'’s determination. It apparently was
inconceivable back then that our COCOM partners would wish more time than this to consider a
U.S. decontrol proposal. Yet, in 1990, this is exactly what transpired, and, as a result, the United
States was forced to violate COCOM rules. We should ensure against a recurrence. International
cooperation with our allies is the only means of effectively enforcing our strategic and non-
proliferation trade controls. Care should be taken to ensure that statute will not possibly: (a) force
the United States to violate any of its international export control obligations; or (b) impede the
United States from reacting quickly to world events.

Your letter of invitation [to testify before your committee] raised several issues.

69 The DISAM Journal, Winter 1991/92




0oL Z6/166T Januy, younof poyS1@ ML

4SSN 2yl WOIj PUe 0] SE [[aM SB UTYIIM [9ARD Ire JO A197es i daoidwir Apuedt
-JuS1s [Jim SWIISAS Youg °SIANAOS Yl 01 S[qE[IBAR SWAISAS DLV [IAI0 UISpow Supyew £qaIayl
‘pases arom swAsAs (DY) [0BUOD d1Jen e U0 SUONOLISAI 9yl ‘uoneuodsuen ul os|y

“I31eM JO SITPOq
Ie[uns pue eag onpeq ay) ssoxoe 9[doad pue spoos Jo JUSWIAOW Y1 U PIE [[IM SIY], PI[[ODUOIIP
2I9M $OLLIJJ SB Pasn 3q ued leyl sdiys 199J39 QJBJINS PUE JJRIDISAOY ‘P[SY SuuRW Y1 U]

‘s1onpoad A3o[ouyoa) yS1y WNSIA| PUE SSWEBILTE 191A0S SUIsn 1JeIoIre mau Jo juswdoaaap
9yl MO[[® [[IM 1JBIDIME [RIOIUILIOD UO PIsN SOTUOIAE pue sauifud 19[ payiuad-(uonensunupy
UONRIAY [BI3p3) VYV JO [0NU0JIp Iy ‘Ijerdiie palaylew A[[njssaoons Apeare sey
$a1B1S PalIuN) Ayl 1aym ‘odoinyg widlseq pue UOIU[) 131A0S dY} Ul safes Joj s10adsoid a1 soueyud
[ STYI 1811 109dX9 QA *[ORUOD WOIJ 931] MOU dIe JJRIOIE [BIOISWWO0D ‘uonenodsuen uf

ISIM Y1 YIIM Ssaulsnq Suiop 01 TeIonId
S1 1By} 101095 [etoueuly pue Sunjueq parednsiydos e dojaasp 01 $191408 Y3 3[qeua [[ia ‘yuawdinbs
SUOIIBOIUNIIWOII) I[qR[IeAR A[mau yiim pajdnod ‘sofes 1aindwod uo uonexe[ar ayj, ‘swuerd
13mod Jes[onu 191408 JO A13Jes 9 Suroueyus 1 pawre s393(o1d 103 paaoidde ussq oste saey Aoy
*s103f01d seg pue [10 10] PIsSUIDI UIQ IABY [ONUOD O} 33(qnS [[TS JIe JeYy) ssureryurews paresusiydos
2I0W UIAD ‘PIIou APEBIe 2ARY [ SV "NODOD £q PI[[ONUO0IIP UG IABY ITBMIJOS 13} IBLU SSBW
e Apresu pue ‘szaindwodtuta awos ‘sreindwod jeuosiad ysowr ‘Ansnput 191ndwod Y uf

‘uononpold 19y ur paA[oAUL
ASo[ouyo91 9yl JO 1SOW puE SIOJBIFUAT [9SIIP [RLNSNPUL PI[[ORUOIIP Sey NODQD ‘uonerausd
13mod uf sae WODOD IN0 WOlJ SULY] Op UBY) UOLU[) 191A0S 9yl ul dduasaid 1981e] yonw
® 9ABY Swy S8 pue [10 "S'[] 1BYl PAIOU 9q PINOYS I 'SISN-PUd ATRII[IUL O PALIAIP 9q JOU [[Im
poddiys ASojouydar pareonsiydos oy eyl AInsu? 03 wre sampaoold 953y ], ‘sampadold suondaoxa
re1auag ayy 1opun pasoxdde Suroq a1 YSSN Syl 01 110dX9 I19Y1 IO SISUIDI| IngG ‘PI[[ONIUOD
urewar uopero[dxs 1oy juswdinba orwsias pue ‘suonels yiom ‘sindwod padueApy ‘sed
pue (10 jo Sunuodsuen 10 ‘Suruyyar ‘uononpoid syi ur pasn wswdinbs uo ureWwal SUONOLNSAL M3
“a8uryoxa ud1210] a1e19uag 01 AII[IQE S,UOIU() ISIA0S Y1 03 A3 ST Yorym ‘10109s A313ua ayl Uy

-swapqoxd asoy1 2A[0s [im 1eyl ASojouyoa) ySiy sarsuadxo ‘paresnsydos Jo wodu o jou ‘siavrew
JO uondNpOnUI A 3q [[IM 1 S[OBU0I NODOD 10U ‘SIayIewl JO Yor[ Yyl AQ pasned are swdqold sy
‘Apjuely -ssarfoid sruiouoss 191408 Sunoayge swaqord oy 01 exsyduad A19A A[ear are suonoLlsal
OO0 “Awou09 19140 243 JO SULIMIONNSII PUL UONIBZIWIIPOW Y1 Ipadull JOU [[14 SUONOLSAL
£3o1ouyd9a1-ySry Sururewar s,NOD0D ‘seniigeded Areiriw 191408 USAIS pazoudt Apjusprud 9q
10UUED YOIYM ‘SILIADUO0D KILINOAS [EUONEBU 2ARY [[OS IM S[IYA "ULIOJAI JO)IBW 13IA0S pue AWOU0d?d
PlIOM 3Y3 Ol uoneIgAUI S,uoTu() 191A0¢ Y1 Surioddns 01 pauIIWOD ST UONEDSIUTWPY YL

“PAIUIP SeM SISBD UOTIBIIPISUOI I[qBIOAR] /[ 31 JO duou ‘Ayuomalou A[renonred “WOD0D
u1 patuap Ajpeuuoj arom suonedrdde stunuty 9g (%S$0°0) 109 JO € pue sisanbay suondsoxyg
rerouan (%G1°1) 192 JO o ¢ Ajuo ‘ofdurexa 10J ‘reak 1se] “YSS[) Y} 01 $asud1 Joj s1sanbar
e Areau ‘areurdordde uoym sprenSayes o1 303[qns ‘Sutaordde are om ‘Apuanny ‘uoru() 191A0S Y1
01 SWIANI PI[[ONUOI JO $ISUIDN] J0] s15anba1 Jo Jusuean Ino donoexd ur pazie1aql] Apeus osfe sAey
s1owred WOD(QD IO pue SIS PAATU() Yl 18yl AYLOMIIOU ST 1] *AILNIIS [BUOTBU INO 0} [EINLID
st 1Y) pes| [eo1dojouyda) oy Sururelurew o) [enusssd a3pnl om 1ey sa150[0uyd9) pue SpoOS ISOY)
Ajuo sureiuod ‘1661 ‘1 19quadog paruatuadur am yorym S1| MU Y[, "SUODILOSAI Ipen d1garens
JO UOTILZI[RIAQI] ISBA B SAIMINSU0d NODOD £q PI[]0DU0D SWIAL SN-TENP JO IST 210D MU Y[,

NOINN1 LIIAOS




In the manufacturing sector, COCOM has relaxed restrictions on machine tools, electronics,
and industrial process controls, which are critical to producing high-quality products in quantity.
As a result, the marketability of Soviet manufactures in the West can improve, thereby increasing
exports and generating badly needed hard currency. The primary difficulties for the Soviet civil
manufacturing sector, however, have nothing to do with technology availability.

In telecommunications, political control from the center used to be one of the principal
obstacles to the development of Soviet telecommunications links with the West. With that major
obstacle overcome, the USSR will be able to undertake a vast improvement in communications
with the West, fostering growth in business as well as personal ties.

In connection with an international telecommunications gateway project, COCOM allows the
installation of sophisticated, modern systems. The Soviets will have excess capacity in
international links well into the 2lst century.

As for domestic systems, we still have serious national security concerns with allowing the
export of state-of-art fiber optics. Nevertheless, telecommunications equipment which now can be
exported to the USSR, such as digital circuit and packet switching systems, medium-data-rate
transmission systems, and cellular telephone systems, would allow the Soviets to develop and
install more modern domestic civil telecommunications systems (public digital voice and data
networks) with features and functionality comparable to what is still in widespread use in the West.
Soviet citizens could have access to such services as facsimile, cellular telephone, electronic mail,
and voice mail, with all the features enjoyed by most users in the West.

We recognize that our commitments to assist the development of markets and democratic
institutions in the Soviet Union can be greatly enhanced by improvements in their telephone
infrastructure. Balancing our fundamental security needs against these goals is a challenge that
COCOM faced prior to the events in August and will review as necessary. As the dust continues to
settle in the Soviet Union, our security needs may change, and we will consult with industry and
our allies as to whether further adjustments to the telecommunications controls may be warranted.
However, we will vehemently oppose any effort by the committee to force liberalization through
statute.

EASTERN EUROPE

Since the revolutionary changes that swept through Eastern Europe beginning in late 1989,
the United States has been at the forefront of COCOM efforts to liberalize COCOM controls for the
newly emerging democracies in that region. Our goal is to remove Poland, Hungary, and
Czechoslovakia from the COCOM proscribed destinations list and to enlist their cooperation in
controlling high technology and items of proliferation concern. We are also eager for other East
European democracies, particularly the Baltic states, to benefit from liberalized treatment in
COCOM.

In the Spring of 1990, the United States held three rounds of export control discussions with
officials of Poland, Hungary, and Czechoslovakia. As a result of these meetings, the governments
of the three countries made written commitments to establish safeguards to protect COCOM
controlled technology. By February 1991, the three countries had each implemented an adequate
system of safeguards. As the safeguards were being implemented, the United States pushed
forcefully in COCOM for liberalized treatment of the three countries. By the end of February, a
COCOM special procedure was in effect for Poland, Hungary, and Czechoslovakia. Under the
COCOM Special Procedure for Eastern Europe, export licenses for most technology on the
COCOM dual-use list are processed in COCOM under favorable consideration procedures.
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As a further step toward liberalization, COCOM agreed in May 1991 to allow virtually all
telecommunications equipment and technology, including fiber optics, to be exported to Poland,
Hungary, and Czechoslovakia at national discretion. The United States strongly supported this
measure designed to address the need for rapid development of advanced telecommunications
networks in the three countries.

The United States has now proposed specific criteria for removing Poland, Hungary, and
Czechoslovakia from the COCOM-proscribed list. The governments of these countries have
indicated a willingness to take the necessary steps, including establishment of export controls and
enforcement capabilities on indigenously produced high technology and munitions, to meet these
criteria. We believe that if the three countries were to meet the conditions set forth in the U.S.
proposal, they would not only qualify for removal from the proscribed list but also become eligible
for valuable 5(k) trade benefits as COCOM cooperating countries. This outcome is in the interests
of these countries as much as it is in our interests.

We believe that continuing to link liberalization of COCOM controls to concrete actions taken
by East European governments to build effective export control systems is the best way to achieve
this result. In this regard, a provision in [Senate Bill 320] that we have strongly supported would
remove the restriction on permitting special licenses to East European countries constituting a lesser
strategic threat. Again, a case where micro-management proves a roadblock.

BALTIC STATES

We seek to proceed with Estonia, Latvia, and Lithuania as we have with the other newly
emerging democracies in Eastern Europe. The COCOM Special Procedure, which has proved
useful in our effort to liberalize controls for Poland, Hungary, and Czechoslovakia, should also be
applied to the Baltic states.

The U.S. position in COCOM is to urge members to coordinate an approach to Baltic
governments at the earliest opportunity to discuss steps they could take to attain liberalized
treatment and eventual removal from the proscribed destinations list. The United States is prepared
to send an export control delegation to engage the Baltics on this issue at the earliest opportunity.

INTRA-COCOM TRADE

The United States and its COCOM partners have agreed to eliminate dual-use export licenses
among COCOM members by January 1, 1992, except for a short list of items contained in a
common “exclusion list.” This is concurrent with the timetable by which all members have
committed to implementation of the COCOM common standard. The vast majority of COCOM
dual-use items will be exported and re-exported without requuement for an individual license
among the COCOM member countries. This “license-free zone” may also be extended to
cooperating countries, though this will require a separate consultation within COCOM.

We are currently in the process of preparing for October negotiations on the exclusion list.
Assuming that all COCOM member countries have met the common standard and share the same
international obligations (e.g., adherence to the Missile Technology Control Regime), the items
that are placed on the exclusion list will be expected to fall within certain limited categories; e.g.,
items that have met the requirements of the COCOM targeted technology procedure.

—— — ——— — — — —— — —— — — — — — — —— __—__________ ___________ _____ ]
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