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our bipartisan delegation of four United States Senators
traveled to Russia and Ukraine from March 6-10, 1992. 1\ planned
visit to Belarus had to be canceled due to bad weather at the
Minsk Airport.
Our delegation consisted of:
-- senator Sam Nunn (D-GA), Chairman of .the Armed
Services Committee;
-- Senator Richard Lugar (R-IND), Member and former
Chairman of the Foreign Relations Committee;
-- Senator John Warner (R-VA), Ranking Republican
Member, Armed Services Committee; and
--Senator Jeff Bingaman (D-N.M.), Chairman,
Subcommittee on Defense Industry and Technology, Armed
Services Committee.

The focus of the delegation was three-fold:

(1) Strengthening politi.cal and economic relations
between the United States and Russia, Ukraine and
Belarus, and offering our support for the dramatic
process
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DUring our stay in Russia, the delegation also toured the
Risk Reduction Center, met with a number of American
businessmen involved in joint ventures with Russian partners, and
visited Russian defense industrialists and research institute
directors in the Moscow suburb of Podol'sk.
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In ~iev, the delegation met with President ~avchuk, Defense
Minister Morozov, ~nister for Defense Conve~sion Antonov, and
numerous members of parliamant. 'l'he deleqation also tourad a
defense plant underqoinq conversion.
During the trip, the delegation was ably assisted by three
distinguished experts £rom outside of gove~t who had
particular expertise in the areas of principal ~nterest to the
group:
·

-- Dr. William Perry, former Under Secretary of Defense
for Research, Development, Test and Evaluation in the
Carter Administration and currently a Professor
specializ~ng in defense conversion at Stanford
Un.iversity;
-- Dr. Ashton Carter, Director of the Center for
Science and International Affairs at the JFK School of
Government, Harvard Universi.ty 1 who has worked
extensively on issues related to controlling' and
dismantling' the nuclear arsenal of the former Soviet
Union '( FSU) : and
--Dr. David.Hamburq,
of the Carneg~e
Corporation, and an eminent physician in his own right,
who has extensive contacts with scientists and
CIS.

2

II.

GBNKRAL OBSERVATIONS AND RRCOMMENDN!'IONS ON POLITICAL AND
ECONOMIC ISSUES

A.

General Observations

The delegation returned from the trip convinced that there
is an urgent need for assistance from the United States and
democratic countries to the newly independent states of the PSU
in each of the three areas outlined above.
The success of these
countries in moving from totalitarianism to democracy is squarely
in our national interests, as is their success in demilitarizing
the large portion of the military-industrial complex that is
excessive to their legitimate defense requirements. Moreover,
unless these countries make rapid progress with defense
conversion, as military procurement decreases they will be
tempted to export arms for hard currency rather than slow or shut
down totally their military production lines.
We also came away convinced that our 9overnment is not yet
as adequately organized and energized as i t should be to meet
this need.
While the states of the FSU must bear the main burden of
political and economic development, the United States and its
allies can and should do more on a priority basis.
The United
States spent trillions of dollars during the Cold War years to
deter the Soviet military threat. This enormous expense
benefitted our allies as well as ourselves. Our policy toward
the sovereign states that have emerged from the FSU can in the
next several years help to shape their policies for decades
ahead.
The United States should contribute its fair share of the
essential costs; our allies should do the same.

B.

Specific Recommendations
actions, the U.S. should treat each new
the FSU as fully

Defense should
a prompt, thorough inventory of
existing stockpiles
excess medical supplies and
other forms of humanitarian aid and to the extent
feasible make such supplies available to
as well
ag

othar countries.

-- A thorough inventory should be conducted without
delay
all federal agencies• existing authorities and
programs suitable
assisting the political
economic development of these states.
-- Exchange programs should be expanded where they
currently exist, and instituted where they do not, with
each country. These programs should include university
to university exchanges and people to peopla proqr~s
as well as programs that link professional groups such
as military officers, lawyers, and scientists.
-- Immediate consideration should be given to
eliminating or suspending legislative prohibitions,
enacted during the Cold War, on aid to those newly
independent countries. This includes the Jackson-Vanik
amendment, the Stevenson and Byrd amendments
restricting EXIM Bank credits, the Johnson amendment
regarding activities in the securities and bond market,
the Church amendment restricting the financing of oil
and gas ventures, as well as current ceilings on
Overseas Private Investment Corporation (OP!C) coverage
for Russia.
-- The Jcey to bilateral eeonomic assistance is the
active involvement of the U.S. private sector.
In
addition to reviewing outmoded legislative
restrictions, private sector involvement shou1d be
facilitated by streamlining export licensing
procedures, updating the list of prohibited
, facilitating
issuance for business
countries,
working with each
for U.S.
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visit, brought home the danger of growing inter-ethnic conflict
and the importance of conflict resolution within and among the
new countries of the region. With nearly 65 million people
living in states other than thei.r original "homelands," often
under oond.itl.ons of severe economic hardship, potential ethnic
flash-points number in the hundreds. We believe U.S. interests
require a special effort to comprehend ethnic antagonisms in
these states, improve communications among the parties and
for mutual accommodation.
In this area, we recommend that1
-- The relevant Congressional committees hold Lmmediate
hearings on ethnic tensions and conflict resolution in
the reqion, with emphasis on techniques for assisting
the region's countries to de.fuse ethnic conflict well
before i t erupts into violence.
-- The newly formed NATO Cooperation Council, in
parallel with the ongoing activities ot the CSCE and
the United Nations, undertake to place these issues
high on its agenda. The Council's inquiries might
include new fora for improved bilateral contacts,
technical assistance to existing institutions and
mechanisms i..n. the PSU that demonstrate potential for
effective conflict resolution.
III.

DEFBNSB CONVERSION Il'J 'rB'B FQRMRR Soy;IHT t:JlfXON

A.

Introduction--the Strategic Impgrtance of Defense
Conversion.

In most of the states of the FSU the creation of new
democratic institutions is underway. Sustaining these democratic
institutions -- that
.
1 not reverting to an authoritarian
qovernment -- ultimately depends on the success of the economic
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over 10 million workers, including their best trained technical
personnel and managers, working in their best equipped
facilities.
Indeed the military-industrial complex provided the
livelihood of about one-fourth of the population of the Soviet
Union.
In light of this, the newly-independent states do not
have the option of simply letting their defense industry fade
away.
one option is to convert defense resources from the making
of weapons to the making of products that are desperately needed.
Tbis has been recognized since the early days of perestroika, and
Gorbachev, in 1988 1 declared that defense conversion was a
priority objective for the Soviet Union. But, prior to the
dissolution of the USSR, neither the central government nor the
republics made any significant progress towards this objective.
As a consequence, the newly-formed states have been considering
other options.
Key officials of the Russian government told the delegation
that they intend to generate funds for the later conversion of
their defense industry by first promoting sales of arms to other
countries. This strategy is doubly flawed. First, it ~a
un~~kely to succeed economically (Russia's need for sales is too
great, consider~ng the size and competitiveness of the market,
and key product~on or fina~ assembly facilities for many weapon
systems are located on the territory of states other than
Russia). Second, even an unsuccessful attempt will stimu~ate
worldwide competition in arms sales, flooding third world
countries with a new generation of weapons, with the greatest
sales going to the regions of greatest instabilities. These arms
sales could have the effect o£ increasing the mi~itary threat to
the United States from regional powers, wh~le delaying the
conversion of the Russian defense complex.
Defense conversion is a far preferable alternative from the
point of view of U.S. national security, and indeed,
international security and stability. Defense conversion in
these states,
difficult, can he
out.
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change in policy by the western governments, especially the

u.s.

govenu~ent.

B.
Defense conversion in the FSU will be very difficult at
best.
To achieve an acceptable degree of auccess, conversion
must stem from a strategy with the following components:

1. Conversion projects should be separated ("spun
out") from the defense plants and government bureaus
where the people and facilities now reside. This
separation should be accomplished by creatinq new stock
enterprises or other business entities to develop,
manufacture and market the new commercial products.
The conversion projects would transfer appropriate
personnel and would use certain of the facilities
(since new buildings are very hard to get) from the
defense company, so it would be a "conversion• in that
sense.
2.
These new entities should seek to form partnerships
with western companies in order to get Lmmediate access
to the capital and the marketing and manaqement knowhow necessary for success in a market economy.
3.
conversion projects should focus primarily on
building infrastructure products, such as
telecommunications, transportation systems, food
processing systems, energy systems, environmental
cleanup, and housing. These products would be directed
initially at the internal market. This is not only
because these products are badly needed to build up the
infrastructure necessary for companies in the republics
to compete in world markets,, but also because personnel
from defense companies are likely to be much better
suited to designing, building and marketing these
infrastructure products than consumer products.

c.

The
ventures
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begin the development of this potentially huge new market.
However, the delegation was also briefed on the business
activities of European and Asian
which have been more
aggressive than American companies in Russia and Ukraine.
American companies have been holding hack partly because of
their concern over political instability, partly because of the
lack of financial and legal infrastructure, and partly because of
the di~ficulties they have in deal.ing with government bureaus
that are in a state of flux.
The first problem has been somewhat
ameliorated in the wake of the failed August 1991 coup.
It is
also becoming clear that the new countries are working to try to
their respective infrastructures.
Aa a consequence, there has been a significant increase in
the number of American companies wanting to establish meaningful
businesses in the CIS.
It is still ~stly talk, which suggests
that the risk/rewzu:d calculations a:r:e positive but st£11 not
compellinq. We believe that this talk would get eonverted very
quic~ly to significant actions if the these governments would
take the actions recommended to improve the business environment
in their countries, and the u.s. government took a few modest
steps to moderate somewhat the risk and uncertainty of American
companies that became business partners with enterprises of the
FSU engaged in defense conversion projects.

It is in the interest of the u.s. government to take these
actions both because a stable conversion of the FSU's defense
industry i.s an obvious benefit to our national security, and
because the successful global expansion of American companies is
an obvious benefit to our economy.
D.

Recommendations

The delegation recommends that the Executive Branch take the
following actions, which would be small in size and cost, but
could have a larqe
on our
safety and
:
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commercial products, and whenever the western business
partner plays a key role in the management and
marketing of the product (this ~hould give maximum
visibility on the rtend use" of the technology).
-- OVer the longer term, the State Department should
take the leadership in promoting a full-scale review
designed to shift COCOM from inhibiting the flow of
technology to the now non-existent Soviet bloc, to
controlling the technology flow that could lead to the
proliferation of weapons of mass destruction.
In this
revised objective for COCOM, it is important that
Russia, Ukraine, Belarus, and Ka~akhstan, because of
their capability in advanced military technology, be
participants.
-- In addition to the overall recommendation with
regard to the OPIC discussed above, OPIC should as a
matter of priority extend its coverage to Ukraine,
Bel.arus, and Kazakhstan. '!'his would have the effeet of
reducing the risk for American companies that invested
in business ventures .in these countries.
:I:ntportantly,
i t would only deal with the specia~ risk associated
with the political instability in these countries.
It
would not ~elieve the American business executive of
the ordinary economic risk associated with a new
business venture.

-- The Commerce Department should augment their
Commercial Office in Moscow by establishinq a business
assistance agency to help u.s. companies trying to form
business partnerships with enterprises in Russia,
Ukraine, Belarus, and Kazakhstan.
- This agency would establish offices
(possibly in Washington, D.C., Moscow, St.
Petersburg, Kiev, Minsk, and Alma-Ata)
with people who understand how
western
it would make
sense to
with
retired business

serve as a
asset to American
bus

for their business ventures in the countries
of the FSU, and could play a key role in
helping any American company globa~i~e by
expanding its business to this important
emerging market.
The Commerce Department and other United States
Government (USG) agencies should take a variety of
actions to facilitate the access of u.s. companies to
the remarkable teehnoloqy base in many of the countries
of the region, particularly in Russia and Ukraine.
Examples of such actions includat

(1) The Commerce Department should sponsor
fairs which create a showcase for
technology of defense-sector companies and
institutes of these countries for the benefit
of u.s. non-defense companies and USG
technical agencies.
~echnoloqy

(2) USG agencies should, where appropriate,
establish exchange agreements with institutes
and centers in the military-indus~ial
enterprises of these countries to work on
technologies where the USG ~gencies can serve
as a bridge to the American non-defense
private sector.
(Possible examples are the
Sandia Specialty Metals Consortium and the
Argonne Blectr~c Battery Consortium.)

( 3) The State Department, using Nunn-Lugar
funding, should establish an international
science and technology center in Kiev (and
countries of the FSU as appropriate) to
engage key Ukrainian (and other) scientists
and engineers now working on advanced
in non-defense
center should have the
aa the center
and President
in Moscow

in
states in a
careful
chosen

(5} OSG technical agencies should give higher
priority to providing funds in their grants
and contracts with o.s. institutions for
collaboration with scientists and engineers
from FSU research laboratories, including
military research laboratories, to facilitate
cooperation on non-defense basic and applied
research.
These contacts will undoubtedly lead to numerous
opportunities for the purchase of technology and products from
the converted defense industries of the new countries. The
Senate Armed Services Committee plans early hearings to stLmulate
the establi8hment of a clear and rational USG poliey on such
acquisitions.

s.

Suggestions to the Countries of the FSU

We also offer suggestions to the governments of Russia,
Ukraine, Belarus, and Kazakhstan. These suggestions are offered
in the spirit that the suggested changes would facilitate
increased cooperation between these countries and the United
States to achieve mutually desirable objectives. Specifically,
we suggest that RussLa, Ukraine, Belarus, and Kazakhstan:
-- ACcelerate the privatizacion of en~erprises
prganized to pursue defense conversion by transferring
those state assets needed for conversion projects to
newly formed stock enterprises.
- One possible way of doing this
expeditiously is to follow the example
already used for several enterprises; namely,
giving, say, 30% of the stock in the new
enterprise to the former state workers who
were transferred to it, and selling the rest
of the
to the
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a corporate mechanism which lent
tself to the efficient conduct of business
in a market economy, including the formation
of business partnerships and joint ventures
wLth western companies.
Accelerate the formation of the lega~ and fLnancial
infrastructure necessary for companies doi.nq business
in a market economy and forming business partnerships
with western companies.
- While each of these countries will likely
establish laws with unique nationa~
characteristics, they should be modeled after
western laws to the max~um extent possible,
both because western companies have a set of
laws already available and proven in
practice, and because compatibility wi.th
western laws wil~ accelerate the Lntegration
of these states' economdes with western
economies, to the advantage of both.
- The U.S. Oepa:rtment of Commerce, worki.ng
with the u.s. business and ~egal communities,
can and shou~d be of assistance to these
countries in formulating appropriate leqal
and financial Lnfrastructure to facilitate
business development.
- They should do this by developing deta~~ed
descriptions of perceived def~cienoies ~n the
current Lnfrastructure and recommended
solutions to present to the concerned
gove:r:nments.
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The Nunn-Lugar amendment has a three-fold purpose:
(1) to
assist these countries in destroying nuclear, chemical,
biological, and ather sophisticated weapons; {2) to assist them
in transporting, storing, disabling, and safeguarding such
weapons in connection with their destruction; and (3) to
establish verifiable safeguards against the proliferation of
these weapons. The legislation also envisioned that portions of
this fund would be used to finance cooperative u.S./Soviet
projects that could employ scientists from the FSU, who formerly
made nuclear or chemical weapons, in cleaning up and destroying
the nuclear and chemical residue of the Cold War.
The provision authori~es the use of up to $400 million in
defense funds for these purposes. An additional $100 million in
defense funds was authorized and appropriated to transport, by
military or commercial means, food, medical supplies, and other
types of humanitarian assistance to these states.
B.

Chronoloqy of Negotiations

In October, Administration officials went to Moscow to
explain the Bush initiative of September 27th on destruction of
U.S. tactical nuclear weapons and to discuss with Soviet
officials President Gorbachev's October 6 response. As a result
of that meeting, the United States invited a team of Soviet
officials and scientific experts to come to Washington for
further discussions on nuclear dismantlement issues. During
these talks the u.s. side presented detailed briefings on the
u.s. approach to and methods for disabling and dismantling
nuclear weapons.
These initial discussions proved inconclusive, as the
response by senior Soviet military and pol.iti.cal officials was
apparently •not enthusiastic.H According to Under Secretary of
State Bartholomew~' s testimony before the Senate Armed Se:r:vices
Committee:
as a technical matter,
d.isabled, but they made no
was a
->Jva.:..Y., or to
the detail that
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At a February 5 Senate .~ed Services Committee
I
Secretary Bartholomew briefed the Co~ttee on these discussions.
Bartholomew testified that a •range of possibilities for u.s.
assistance to enhance the safety and security of the
Soviet
weapons and to accelerate their dismantling" was
discussed and stated that the Administration planned "to move out
rapidly on concrete proposals• -- which he indicated would be
ready "in a matter of days."
In wid-~ebruary Secretary Baker traveled to Moscow for
high-level discussions on this and other topics. Secretary Baker
carried wi.th him seven separate proposals for U.S. assistance
dealing with nuclear disabling, transportation, dismantlement,
and storage.
Specifically, the seven U.S. proposals addressed:
nuclear accident response planning;
warhead storage containers;
storage containers for extracted fissile materialJ
rail cars;
kevlar blankets for warhead protection during transit;
accountinq system for inventory management; and
technical information on civil use of fissile material.
Each proposal carriad with i t an estimate of the
accompanying Nunn-Lugar funding and an offer by the United States
to send expert teams within a week or t~o to reach agreement on
specific details.
In addition, Secretary Baker engaged in
extensive discussions on the "brain drainn problem and the
lonq-term nuclear' st:oraqe issue, particularly the Russian idea of
constructinq a facility for storing the fissile material
extracted from the
warheads.

28,
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c.

Current Situation

To date, the President has not certified to Congress that
Russia or other s~ates of the FSO have met the conditions set
forth in the provision, and no Nunn-Lugar funds have yet been
expended.
It is clear, however, that the Nunn-Lugar amendment
has played a cr.itical role in cataly~dng action and in focusing
attention -- not only in our government, but more importantly in
the governments of Russia, Ukraine, Belarus and xazakhstan -- on
accelerating the removal, dismantlement and eventual elimination
of CIS nuclear weapons.
Althouqh neqotiations on implementation of the Runn-Luqar
amendment got off to a slow start, in recent months the
Administration and CIS officials have made Lmportant progress in
furthering the goals of the legislation.
In particular, CIS
military authorities had, until Ukrainian President Kravchuk's
March 12 announcement, made substantial progress in removing
tacti.cal nuclear weapons to secure central stor.aqe in Russia and
preparing them for destruction. On March 12, the Ukrainian
President announced that, whLle not changing the overall polLcy
that Ukraine is seeking to become nuclear-free, he ~as halting
further shipments of these warheads to Russia and that Ukraine
intended to elLminate the warheads on its own soil, near
Chernobyl, with foreign assistance.
Tactical nuclear weapons are the most widely dispersed,
easily moved, and least securely controlled of the former Soviet
Union's nuclear weapons. Their complete removal from deployment
sites to a much smaller number of storage sites, leading to their
eventual destruction, would remove a critical source of potential
nuclear danger.
Importantly, the complete removal of the
tacti.cal nuclear weapons to Russia would then lead directly into
the process of eliminating the remaining strategic nuclear
weapons from former Soviet republics that have indicated that
they want to be nuclear weapons-free states.
the
of new nuclear states
a
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While much has
accomplished to date in eliminating CIS
nuclear weapons, this latest unfortunate development underscores
that much ~emains to be accomplished. The United States still
has important security objectives with respect to:
-- ensuring the resumption and early completion of the
removal of tactical nuclear weapons to Russia that is
now underway;
-- ensuring that the declared goals of Ukraine,
Belarus, and Ka~akhstan to remove and destroy those
strategic nuclear weapons now deployed on their
territory is facilitated as quickly as possible:
-- ensuring that the early destruction of nuclear,
chemical, and other weapons of the FSU is accomplished
with maximum safety, security and concern for the
environment;
-- ensuring that safe and environmentally-sound
solutions to the problem of the ultimate disposition of
plutonium and highly enriched uranium extracted from
nuclear warheads are i.dentified;
-- ensuring that these weapons, the technologies
associated with these weapons, and the scientific
knowledge required to build these weapons do not
proliferate to hostile or unstable nations7
-- ensurinq that the weapons complexes of the former
Soviet Union are greatly reduced in number and that
they reorient themselves to peaceful, domestic
production.

We belLeve that the Nunn-Luqar amendment represents a
the achievement of these

c.
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should be put in motion as soon as possible in
following areas:
(1) rail cars;
(2) storage containers for warheads and fissile
material;
(3) kevlar blankets for small-arms protection, and
(4) acaident response procedures.
Russia has assured the u.s. that it has a complete
accounting of its nuclear weapons and not indicated a
need for U.S assistanae in this area. In view of the
availability of mature U.S. technologies for Lnventory
'management and our concerns about proliferation rieks,
however, we believe the United States should continue
to urge the Russians to consider u.s. methods of
ensuring a complete and accurate inventory of their
nuclear weapons.
-- A major unresolved issue in the SSD talks concerns
storage of fissile material. Russia has indicated that
the absence of a dedicated facility for long-term
storagg of fissile material is the principal bottleneck
in the nuclear weapons dismantlement process. However,
the U.S. government has concerns about the necessity
for and cost of the facility the Russians have proposed
to build with U.S. assistance under the Nunn-Lugar
amendment. The U.S./Russia experts• teams should
continue to explore alternatives for solving this
problem.
In addition, since decisions on the design ot
any storage fadility are related to the question ot how
lonq material must be stored there, one of the first
tasks assigned to the international scientists center
should be the issua of the ultimate disposition
plutonium and highly enriched uraniwm.
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independent states. The administration should quickly
find a way to involve thEam in the Nunn-Luqa.r program.
Since they will not be transporting or destroying
nuclear or chemical weapons, this can best be
QCeompl~~kad hy involving "~iantists from th9se
countries in scientific initiatives and in the
destruction of other weapons and delivery systems. The
United States should ~ediately initiate expert level
·discussions with
on such topics.
-- The c~s has agreed to remove all strategic nuclear
weapons from Ukraine, Belarus and Kazakhstan as part of
the START reduction process, and Ukraine has pledged to
el~nate strategic nuclear weapons from its territory
by the end of 1994. The United States should explore
whether the C~S needs any assistance in accelerating
the timetable for the removal and destruction of
nuclear warheads from these strategic weapons.
-- We urge that the United States place higher priority
on bringing the destruction of CIS chemical weapons
under the Nunn-Luqar umbrella. A joint. experts' team
on chemical destruction should be established
~lately, as proposed by President Yeltsin on
February 20.
In addit~on, the Administration should
extend the mandate of ~ta SSD neqotiating team to
include chemical weapons destruction and offer to
assist the CIS in establishing a complete inventory of
its chemical stockpile.

-- The United States and t.he CZS should discuss
roles for the Nuclear Risk Reduction Centers
to help build mutual confidence and improve crisis
stability. Among other thinqs, conside%ation should be
given to using the NRRC's for discussions and planning
for possible nuclear terrorism incidents and nuclear
accident response.
additiona~
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strategic warheads, Ukraine is proposing to des
the
ICBMS on Ukrainian territory and is seeking u.s.
financial and technical assistance for this purpose.
This proposal, which has not been accepted by Russia,
raises questions under the START Treaty. We recommend
the Administration seek clarification from the CIS on
this question and that it urge the crs to resolve this
question in a manner consistent with Ukraine's
commitment to comply with relevant arms control
aqreements.
-- To date, the four countries with strategic nuclear
weapons deployed on their territory have been unable to
reach agreement on how they would implement the START
Treaty. These countries will try to resolve the
l.mpasse at the March 20 CIS summit in lUev. We
recommend that the United States Senate take account of
the results of the CIS summit as it considers
commencement of formal ratification hearings on the
START Treaty.
-- The United States should offer the CIS asaistance in
establishing a regime acceptable to all concerned
parties for joint verification of the destruction in
Russia of CIS nuclear weapons, as provided for under
the terms of the December ~ma-Ata Declaration on
nuclear axms.
V.

CONCLUSIOB

The members of th~s delegation make these recommendations in
the belief that they are constructive and positive steps toward
the formulation and implementation of United States policies and
programs regardinq the newly-formed states of the former Soviet
Union.
Implementation of these recommendations by the Execut~ve
Branch and Congress, working together, will greatly assist the
newly-independent states in adopting democratic and free market
institutions that cquld result in enhanced military and economic
for
for years to come.

