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May 9, 1991

Dear Congressman Gonzalez:

This is to acknowledge your recent letter to the
President regarding the House Banking Committee's
investigation of the Atlanta branch of the Banca
Nazionale del Lavoro (BNL). I have shared your
comments with the appropriate advisors to the
President.

With best regards,

Sincerely,

Frederick D. McClure
Assistant to the President
for Legislative Affairs

The Honorable Henry B. Gonzalez
House of Representatives
Washington, D.C. 20515
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bec:  w/ copy of inc to Dept. of Defense - FYI



 HENRY B..GONZALEZ, TEXAS, CHAIRMAN CHALMERS P. WYLIE, OHIO
. h ity = ® JIM LEACH, IOWA
,FRANK: ANNUNZIO, ILLINOIS BILL 7ACCOLLUM,

STEPHEN L NEAL, NORT!{ CAROLINA
CARRO!.i H!IBBARD, Ja., KENTUCKY

Ty ‘ ot
BRUCE . VNTO, MINNESOTA U.S. HOUSE OF REPRESENTATIVES TOBY ROTH, WISCONSIN
CHARLES E. SCHUMER, NEW YORK RICHARD H. BAKER, LOUISIANA
BARNEY FRANK. MASSACHUSETTS COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS CLIFF STEARNS, FLORIDA

. ALABAMA PAUL E. GILLMOR, OHIO
ESTEBAN EDWARD TORRES, CALIFORNIA ONE HUNDRED SECOND CONGRESS SOt M) DUNCAN, Jn., TENNESSEE
GERALD D. KLECZKA, WISCONSIN TOM CAMPBELL, CALIFORNIA
T T s U EAoLI 2129 RAYBURN HOUSE OFFICE BUILDING oo egeher e oo
TLOYD K FLAKE, NEW YORK T TrTTe WASHINGTON, DC 20516 D & T 100N
KWEIS| MFUME, MARYLAND CRAIG THOMAS, WVOMING

PETER HOAGLAND, NEBRASKA

RICHARD E. NEAL, MASSACHUSETTS BERNARD
CHARLES LUKEN, OHIO

MAXINE WATERS, CALIFORNIA (202) 2254247

LARRY LAROCCO, IDAHO

BILL ORTON, UTAH

JIM BACCHUS, FLORIDA May 2, 1991
JAMES MORAN, Jn. VIRGINIA

JAMES COX, Jr. ILLINOIS

TED WEISS, NEW YORK

The Honorable George Bush
President of the United States
Washington, D.C. 20500

Dear Mr. President:

The House Banking Committee is conducting an investigation
into over $4 billion in unreported loans the former employees of
the Atlanta branch of Banca Nazionale del Lavoro (BNL) provided to
the government of Iraq between 1985 and 1990. The Committee’s
investigation has uncovered the fact that Henry Kissinger was on
the International Advisory Board of BNL during that same time
period and that BNL was a client of Kissinger Associates.

As you are aware, Mr. Brent Scowcroft and Mr. Lawrence
Eagleburger were high ranking officials of Kissinger Associates --
Mr. Scowcroft as Vice Chairman and Mr. Eagleburger as President.
Kissinger Associates represents many large multinational companies
involved in various aspects of international trade, including the
arms business. Since these firms sell their wares worldwide, they
often are the beneficiaries of U.S. policy towards foreign
countries. I am deeply concerned over the potential influence Mr.
Kissinger may exert over the decisions and actions of Mr. Scowcroft
and Mr. Eagleburger, and am especially troubled by a potential
conflict of interest involving Mr. Scowcroft.

The National Security Advisor is in a position to strongly
influence our national security and foreign policies, including the
U.S. export licensing process. These policies often have a direct
influence on individual corporations doing business abroad. Until
October 4, 1990, Mr. Scowcroft owned stock in approximately 40 U.S.
corporations, many of which were doing business in Iraq. Those
companies received more than one out of every eight U.S. export
licenses for exports to Irag. Several of the companies were also
clients of Kissinger Associates while Mr. Scowcroft was Vice
Chairman of that firm.



Mr. Scowcroft’s stock holdings, particularly in corporations
that are clients of Kissinger Associates, present the potential for
serious conflicts of interest and cause one to question whether or
not his decisions as National Security Advisor are completely
disassociated from the interests of his former boss and longtime
colleague.

Mr. Eagleburger, the current Deputy Secretary of State, as
well as Mr. Scowcroft, may also be involved in a conflict of
interest related to their role in promoting military sales abroad.
The Legal Times recently reported that Mr. Eagleburger and Mr.
Scowcroft (a lifelong Air Force Officer) are strong advocates of
using $1 billion in Export-Import Bank resources to finance the
sale of U.S. military articles overseas. The Legal Times also
reported that Mr. Eagleburger actually sent a classified memorandum
to all U.S. Embassies urging that U.S. defense firms be given more
help selling weapons abroad. Many corporations, including Mr.
Eagleburger’s past employer, the ITT Corporation, stand to benefit
if the U.S. foreign service is forced to take a greater role in
selling U.S. military articles abroad. For your information, I
have attached a copy of the Legal Times article referring to Mr.
Eagleburger’s and Mr. Scowcroft’s roles in expanding military sales
abroad. I am concerned that their attempts to use the foreign
service and the Export-Import Bank to assist corporations in
financing military sales abroad may have been prejudiced by their
past associations.

Mr. Scowcroft’s and Mr. Eagleburger’s actions seem out of step
at a time when the U.S. should be leading a worldwide effort to

limit arms proliferation. The positions held by these men are
of the utmost importance to the national security of the United
States. Persons filling such important positions must be

independent from past associations which could cloud their
judgement.

I trust you will consider the issues I have raised in this
letter and, if necessary, take appropriate action to ensure that
potential conflicts are eliminated.

Thank you for your time and consideration. With best wishes.

cherely ’ Z

Henry B. Gonzalez
Chairman

HBG:dk
Enclosure
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Joel Johnson, vice president for inter-
mational ‘operations at the Aerospace In-
dustries .Association (AIA); a trade group
made up of 56 of the nation’s leading
aerospace firms.

Defense officials have been direct in
their approaches to Eagleburger.

At the January 1990 dinner meeting
with defense executives, he was urged to
send a clear signal to U.S. embassies in
favor of defense exporters.

‘*We encouraged Eagleburger to do
that, and he said he would be glad to do
that,”’ says Don Fuqua, a former Demo-
cratic congressman from Florida who is
president of AIA.

Adds Perlman of Martin Marietta, who
wasn’t at the meeting, but has worked on |
export issues: ‘‘We were happy when
Eagleburger, under pressure from the in-
dustry, put out his directive."’

According to a State Department release
in August, Eagleburger’s July 10 cabl
advised embassies to be ‘‘well informed
about, and responsive to, U.S. defenst
industry sales in host countries. Posts may
provide pertinent country information tc
industry representatives,’’ including helg
in setting up appointments for U.S.
executives.

Fuqua says the January meeting was at:
tended by a few members of the AIA’
executive committee, including D. Travis
Engen, the chief executive officer of IT1
Defense, which makes radar-jamming
systems for fighter planes and night-visior
equipment. The meeting, Fuqua adds, alsc
focused on the need to expedite licensing
procedures.

Engen confirms that he attended the

meeting, but says he cannot remember :
whether the need for a letter to U.S. em-
bassies was discussed. He did recall jok-

.United Technologies’ William
Paul works for defense exports.

Ling'brieﬂy with Eagleburger about how
they should be on good behavior at this
gathering, considering their past corporate
ties.

- Eagleburger was on the board of the
ITT Corp. from June 1984 to March 1989.

The annual director’s fce varied; in his last

full vear. he received $84.759. according
to his financial disciosure form. As a
former director, he has a vested pension
plan from ITT that will kick in when the
60-year-old Eagleburger turns 65.

Through Kissinger Associates, Eagle-
burger also had ties to ITT, which was onc |
of his clients. Eagleburger was president '
of Kissinger Associates from 1984 to

1989.

Eagleburger terminated his director’s

rolc with ITT and othproompam?m;ﬁ

bhe joined the Bush administration in

But his nomination prompted questions
froom cenatars ahaot how Faelebureer. as a

DEFENSE FROM PAGE 20

government official, would deal with his ,

former private clients.

‘To avoid any appearance of conflict,
- Eagleburger said that, among other steps,

he would recuse himself for his whole
term from any matter in which the ITT
Corp. was a **formal party or in respect of
which it is known to me to have a direct
and predictable effect on my interest in the
ITT pension plan for outside directors.”’
Eagleburger also agreed to recuse him-
self for one year from matters specifically

involving his former clients at Kissinger

Associates. That year expired on March
20, 1990, weeks after the Jan. 8, 1990,
meeting with defense officials that was at-
tended by ITT Defense’s Engen.

While Eagleburger would not comment,
a State Department lawyer, speaking on
the condition of anonymity, says that
"agleburger—through his meeting with

¢ ITT Defense executive and through his

ibsequent embassy cable—did not vio-

te his pledge to recuse himself from

atters relating to ITT.

*“We don’t think the general promotion |
"exports, even industry specific exports, '

a matter in which the ITT Corp. is a

rmal party,”’ this official says.

The ITT Corp. was not a formal party

:cause the memo promoting exports was

general policy initiative that affected all

merican defense companies, not just

T, according to this official.

Another federal ethics officer concurs

at Eagleburger's actions did not violate
any ecthics standards. Formal party, this
official says, is generally understood to
mean a company or individual with a peti-
tion or other official proceeding pending at
the departmient.

In the one-year recusal from matters
relating to his former Kissinger clients,
Eagleburger did not specify that only sit-
uations where the clients were formal par-
ties were covered. Nevertheless, the State
Department official says that the ‘‘formal
party’’ standard applies.

At least one liberal public-interest ac-
tivist, David Cohen, co-founder of the
Advocacy Institute, is not convinced by
the State Department’s explanation.

*‘It doesn’t matter that the whole in-
dustry benefits,”’ says Cohen, whose or-
ganization trains public-interest ad-
vocates. “‘In this instance, there’s a clear
and direct benefit to the ITT subsidiary.”’

As for the notion that ITT individually
would have had to petition Eagleburger for
help in order for the recusal pledge to
come into play, Cohen calls it ‘‘a distinc-
tion without a difference.”’

Cohen adds that Eagleburger’s presence
at the meeting and his writing of the cable
are issues that the State Department and
the Office of Government Ethics ought to
address. :

Eagleburger is not the only high-
ranking official who has passed through
the revolving door and is now pushing de-
fense exports frem the inside. Defense

lobbzis_ts also tout Fhe help they’ve re-

ceived from National Security Adviser
Scowctoft, who for a time headed Kis-
singer Associates’ Washington office.
Scowcroft, who couid not be reached for

—— P Y N - RN
commnnt, 2'sz samond a2z o comculant o

the LockbwdEorp
William Paul, a senior vice president

" for the United Technologies Corp. in

Washington, says he and three other in-
dustry officials met with Scowcroft last
year on the issue of developing a cohesive .
adminisistration policy on defense ex-
ports. Nobody from Lockheed attended
that meeting, participants say: '
““We talked about how the U.S. should
have an affirmative policy for defense
exports,”” Paul says. ‘‘We've gotten very
good responses from Brent Scowcroft.”’

**Our role has been to stay with it
and keep the pressure up,’’ Paul adds.
“"This administration has been absolutely
superb.’’ ‘

The AIA’s Johnson says that both
Scowcroft’s and Eagleburger's offices had
significant roles in developing the admin-
istration’s proposal to provide loan guar-
antees for weapons exports from the Ex-
port-lmport Bank.

Without question, the defense in-
dustry’s spadework is paying off. In rela-
tionships with other countries, the sale of
defense weapons is now on the table with
other issues.

‘‘We're now putting on the bilateral
agenda issues like [defense exports).
When there’s a sale pending, we’re put-
ting these sales on the agenda,"’ says
Charles Duelfer, the director of the Center
for Defense Trade, the year-old State De-
partment agency that replaced the Office
of Munitions Control. - - -

Duelfer also notes that since the Eagle-
burger memo—which his office helped
draft—went out last July, several am-
bassadors have been especially helpful. In
fact, Duelfer says, when the State De-
partment evaluates U.S. embassies, sup-
port for defense companies *‘is one of the
things they’ll be graded on."’

Duelfer adds that the revamping of the
Office of Munitions Control grew out of
extensive conversations with Eagleburger
and Secretary of State James Baker on the
need for streamlining the licensing process
and promoting exports.

Banking Guarantees

The Export-Import Bank is also likely
to be part of the new effort to promote
weapons exports. Under a new adminis-
{ration proposal, the Export-lmport Bank
programs—now almost entirely for com-
mercial trade—would be expanded to in-

. clude loan guarantees for military sales to

Japan, Israel, Australia, New Zealand,
and the nations of the North Atlantic
Treaty Organization. Sen. Christopher
Dodd (D-Conn.) recently introduced a bill
along these lines.

Although the military guarantees would
be limited to about $1 billion of the bank’s
$9.5 billion in direct loans and loan guar-
antees for fiscal 1992, there is consider-
able dissension in Congress about whether
the bank should be getting into the
defense-export game.

*‘I think there are limited credits avail-
able,”’ says Rep. Lee Hamilton (D-Ind.),
“‘and they should not be used to promote
arms sales, especially in the post-gulf war
period, when we should be seeking to
limit arms sales rather than increase
them.”’ Hamilton is a senior member of
the House Foreign Affairs Committee.

Albert Hamilton, a senior staffer at the
bank from 1964 through 1987, is another
prominent critic., .. ..y,

“My sense is that to take these limited
resources and squander them on military
sales, which in all likelihood will not be
repaid, just doesn’t make sense from an
economic point of view," says Hamilton,
now a senior associate at First sl on
Asscciates Ttd., which coneulis for the

foreign counterparts of the Export-Import
Bank.

Critics notwithstanding, the defense
industry is upbeat about its export pros-
.pects—and’about the ability of -its lob-
byists to continue to win backing from the
Bush administration: .. : K
"~ **We pay these guys a good sum of dol-
lars each year to lobby, and thank God
they’re doing something,’’ says Thomas
Peterson, the bead of Raytheon’s Patriot
International unit. -- e -0

~ - [ ~
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May 9, 1991

Dear Congressman Gonzalez:

This is to acknowledge your recent letter to the
President regarding the House Banking Committee's
investigation of the Atlanta branch of the Banca
Nazionale del Lavoro (BNL). I have shared your
comments with the appropriate advisors to the
President.

With best regards,

Sincerely,

Frederick D. McClure
Assistant to the President
for Legislative Affairs

The Honorable Henry B. Gonzalez
House of Representatives
Washington, D.C. 20515

FDM:HGP:

bec:  w/ copy of inc to Counsel's Office (John
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The Honorable George Bush
President of the United States
Washington, D.C. 20500

Dear Mr. President:

The House Banking Committee is conducting an investigation
into over $4 billion in unreported loans the former employees of
the Atlanta branch of Banca Nazionale del Lavoro (BNL) provided to
the government of Iraq between 1985 and 1990. The Committee’s
investigation has uncovered the fact that Henry Kissinger was on
the International Advisory Board of BNL during that same time
period and that BNL was a client of Kissinger Associates.

As you are aware, Mr. Brent Scowcroft and Mr. Lawrence
Eagleburger were high ranking officials of Kissinger Associates --
Mr. Scowcroft as Vice Chairman and Mr. Eagleburger as President.
Kissinger Associates represents many large multinational companies
involved in various aspects of international trade, including the
arms business. Since these firms sell their wares worldwide, they
often are the beneficiaries of U.S. policy towards foreign
countries. I am deeply concerned over the potential influence Mr.
Kissinger may exert over the decisions and actions of Mr. Scowcroft
and Mr. Eagleburger, and am especially troubled by a potential
conflict of interest involving Mr. Scowcroft.

The National Security Advisor is in a position to strongly
influence our national security and foreign policies, including the
U.S. export licensing process. These policies often have a direct
influence on individual corporations doing business abroad. Until
October 4, 1990, Mr. Scowcroft owned stock in approximately 40 U.S.
corporations, many of which were doing business in Iraqg. Those
companies received more than one out of every eight U.S. export
licenses for exports to Iraqg. Several of the companies were also
clients of Kissinger Associates while Mr. Scowcroft was Vice
Chairman of that firm.



Mr. Scowcroft’s stock holdings, particularly in corporations
that are clients of Kissinger Associates, present the potential for
serious conflicts of interest and cause one to question whether or
not his decisions as National Security Advisor are completely
disassociated from the interests of his former boss and longtime
colleague.

Mr. Eagleburger, the current Deputy Secretary of State, as
well as Mr. Scowcroft, may also be involved in a conflict of
interest related to their role in promoting military sales abroad.
The Legal Times recently reported that Mr. Eagleburger and Mr.
Scowcroft (a lifelong Air Force Officer) are strong advocates of
using $1 billion in Export-Import Bank resources to finance the
sale of U.S. military articles overseas. The Legal Times also
reported that Mr. Eagleburger actually sent a classified memorandum
to all U.S. Embassies urging that U.S. defense firms be given more
help selling weapons abroad. Many corporations, including Mr.
Eagleburger’s past employer, the ITT Corporation, stand to benefit
if the U.S. foreign service is forced to take a greater role in
selling U.S. military articles abroad. For your information, I
have attached a copy of the Legal Times article referring to Mr.
Eagleburger’s and Mr. Scowcroft’s roles in expanding military sales
abroad. I am concerned that their attempts to use the foreign
service and the Export-Import Bank to assist corporations in
financing military sales abroad may have been prejudiced by their
past associations.

Mr. Scowcroft’s and Mr. Eagleburger’s actions seem out of step
at a time when the U.S. should be leading a worldwide effort to

limit arms proliferation. The positions held by these men are
of the utmost importance to the national security of the United
States. Persons filling such important positions must be

independent from past associations which could cloud their
judgement.

I trust you will consider the issues I have raised in this
letter and, if necessary, take appropriate action to ensure that
potential conflicts are eliminated.

Thank you for your time and consideration. With best wishes.

A
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Henry B. Gonzalez
Chairman

Sincerely,

HBG:dk
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