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Defense Exporters' Secret Weapons 
Top Administration Officials 

Foreign Arms Sales: 
Line? 

BY PETER H. STONE 

For embattled weapons ex­
porters, it was a salvo heard 
round the world. 

fense exports. Ambassadors now 
open doors, weapons makers may 
soon qualify for government­
backed loans, and the State De­
partment helps push sales. 

But the change of policy is 
controversial-and ironically 
timed, as the war in Iraq raises 
new worries about the prolifera­
tion of weapons. 

Last July, Deputy Secretary of 
State Lawrence Eagleburger fired 
off a classified memo to all U.S. 
embassies urging that U.S. de­
fense firms be given more help 
marketing weapons abroad. 

A key proponent of the pro­
export policy has been Eagle­
burger. But he is dogged by ethi­
cal concerns about his dealings 
with former business associates. 

Some industry leaders boast 
that the Eagleburger memo was 
written at their behest, several 
months after a January 1990 
meeting with defense executives. 
And these leaders say that Eagle­
burger's directive is starting to 
provide an extra fillip for foreign 
sales. 

One industry representative at 
the January meeting with Eagle­
burger was chief executive of a 
defense subsidiary of the ITT 
Corp. Eagleburger was a director 
of the ITT Corp. before taking 
office in 1989 and will eventually 
receive benefits from the cor­
poration's pension plan . He 
pledged to recuse himself from 

The memo is just one result of 
the Bush administration's deci­
sion to put the government firmly 
in the business of promoting de-
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ciates Inc:, Eagleburger did work form. 
At least one critic believes that Eagle­

burger erred by participating in the meet­
ing with the liT official and by writing the 
directive promoting defense exporters. 
But a State Department legal expert says 
that Eagleburger, who declines comment, 
did not violate his recusal pledges. 

Administration Aid 
Eagleburger's memo is just one of 

several administration moves to provide 
help overseas for weapons makers. 

President George Bush's budget pro­
posal, for instance, authorizes the Export­
Import Bank of the United States to. P!O· 
vide in the next fiscal year up to $1 b1lhon 
in loan guarantees for defense products. 
Several companies have pushed hard for 
such guarantees, in a bid to make their 
deals more competitive with foreign 
rivals. 

·In addition, the State Department last 
year jettisoned its Office of Munitions 
Control, long a target of criticism from ~e 
defense industry because of delays to 

processing license applications. The office 
was replaced with a larger operation t!'at 
for the first time bas an export-promotion 
component. Industry leaders say the new 
Cemer for Defense T: ade hlis a;re:<cy 
made a clear difference in speeding up the 
licensing process. 

"The difference between 1980 and 
... , 1990 is pretty close to a quantum leap," 

says Fred Haynes, 2 vice president for 
plannin& at the LTV Coq>. "The most 
significant change is that defense export­
ers are receiving cooperative support from 
U.S. agencies and are no longer viewed as 
pariahs... . 

"l think we've found that a number of 
embassies are more supportive," agrees 

George Perlman, president of Martin 
Marietta International Inc. "It has 
been helpful for the people that I have 
overseas." 

The backing for weapons exports fol­
lows high-powered lobbying by leading 
defense trade groups, including the Aero­
space Industries Association and t~e 
American League for Exports and Secunty 
Assistance. 

In addition, several defense contractors 
have served as effective advocates for 
their cause. They include some CEOs and 
other top officials from the Lockheed 

Corp., the United Technologies Corp., the 
Martin Marietta Corp . , the LTV Corp. , 
the Raytheon Co., the Grumman Corp., 
and ITT Defense Inc. 

A Shot in the Arm 
State Department officials and defense 

executives stress that defense exports are 
different from commercial trade since they 
must be deemed in the national interest 
before sales are allowed. Nevertheless, the 
thrust of the recent lobbying campaign and 
the government's campaign to promote 
export has been to spur defense business 
abroad, which ha~ been in ~ ~ol~rum~ 
fnr v·~~ Wnrl~u,tA~ c.y-~rt r .-:alt'..'~-~c ,.... ... 

iis~~s -t~t~i~ '$ii'5·"t;iili~~- in "i9s7: 
but by 1989 had slipped to $11.7 billion. 

Defense executives have used the 
. shrinking defense budget as a key element 
.
1 

in their campaign to increase foreign sales. 
With the Pentagon budget going down, 
they argue, exports are critical to in­
dividual companies and to the well-being 
of the defense industrial base. The war 
against Iraq notwithstanding, annual de­
fense spending is projected to decrease by 
some $56 billion, in constant dollars, over 
the next five years . 

Lawrence Eagleburger 
pushes weapons exports. 

government matters in which the 
giant conglomerate is a formal 
party .• ' -· . 

In addit1.on, as president of~ 
consulting firm Kissinger Asso-

SEE DEFENSE, PAGE 20 

"International opportunities are a must­
do for the defense industry," says Gordon 
Adams, the director of the Defense Budget 
Project, an independent research group on 
defense issues. 

"You can't just drive over there," Ad­
ams adds. "If you want to get into the 
foreign government, you've got to get into 
the American government." 

That's just what the industry has been 
busy doing. And it has had a strong and 
well-placed ally in Eagleburger, who, 
along with National Security Adviser 
Brent Scowcroft, has been instrumental in 
forging closer ties between U.S. agencies 
and industry export programs. 

Reversing the· Leprosy Letter 
For years, exporters smarted over one 

legacy of President Jimmy Carter. Dubbed 
the leprosy letter, the. directive instructed 
U.S. embassies to steer clear of defense 
firms because of concerns about regional 
111m:; rliccs an<l ;iigh-tecb weapons pro­
liferation. Companies complained toot 
many foreign governments took the op­
posite approach, providing their defense 
industries with strong encouragement for 
exports. 

Now t~Gt9c ·•!1 ~!ot,"JMtr!nn A ~ . ..fl t !'1··~~--i'""~ 

i'.aglebu;g;r -h.; bee~=;-tili.g-; ~t~iib; 
credit. 

"Larry has made a substantial differ­
ence. He's pfobably the most sympathetic 
guy who's been up dtere in years," ~ys 

Le~\ ·f,m(.~ 
l-95~q1 
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Joel Johnson, vice president for inter­

. uatiQnal"opt;rations at the Aerospace In-
. · dustiies.Association (AlA); a trade group government official, would deal with his 

made liP of 56 of ~he nation's leading former private clients. i 
aero~pace firms. To avoid any appearance of conflict, ·i 

Defense officials have been direct in Eagleburger said that, among other steps, 
their approaches to Eagleburger. he would recuse himself for his whole 

At the January 1990 dinner meeting term from any matter in which the m 
"th d ,. · h ed Corp. was a "formal party or in respect of 

WI e.ense executives, e was urg to which it is known to me to have a direct 
send a clear signal to U.S . embassies in 
favor of defense exporters. and predictable effect on my interest in the 

• • We encouraged Eagleburger to do m pension plan for outside directors.'' 
that, and he said he would be glad to do Eagleburger also agreed to recuse him-
that," says Don Fuqua, a former Demo- self for one year from matters specifically 
cratic congressman from Florida who is involving his former clients at Kissinger 
president of AlA. 

1 

Associates. That year expired on March 
Adds Perlman of Martin Marietta, who 20, 1990, weeks after the Jan. 8, 1990, 

wasn't at the meeting, but has worked on meeting with defense officials that was at-
export issues: "We were happy when tended by ITT Defense's Engen. 
Eagleburger, under pressure from the in- } While Eagleburger would not comment, 
dustry, put out his directive... a State Department lawyer, speaking on 

According to a State Department release the condition of anonymity, says that 
I b • J 1 10 bl Eagleburger-through his meeting with in August, Eag e urger s u y ca e ""4..' th m Def, ti d thro h hi 

advised embassies to be "well informed "' e ense execu ve an . ug . s 
about, and responsive to, U .~. defense " subsC<!uent embassy cab1e-:<fid not VIa­
industry sales in host countries. Posts may ~ late hts ple~ge to recuse btmself from 
provide pertinent country information to ~m~~ers relat~g ';<> m. . 
industry representatives," including help • :.~ We don t thi~ the gene~ promotion 
· n settin up appointments for U.S. ~f exports, e~en m~ustry spec1fic expo_rts, 1 

h. g ft ·':.. ts a matter m whtch the m Corp. ts a 
execu ves. · N-~ ,. al " thi ffi "al 

Fuqua says the January meeting was at- a ·orm party, s 0 ICI says. 
tended by a few members of the AlA's Them Corp. was not. a formal party 
executive committee, including D. Travis II\ becauseralthe m

1
. em_o .P.ro~otmthg e~£<'rtsedwallas 

Engen, the chief executive officer of m a gen~ po tcy IDltiative ~t auect . 
Defense, which makes radar-jamming '' Amencan ~efense .comp~ntes, not JUSt 
systems for fighter planes and night~vision ~ m, accordmg to this o!fictal. 

· t Th eettn' g Fuqua adds also "' Another federal ethics officer concurs 
equtpmen. em. , • I "' th Ea 1 b • · d'd · 1 f, used on the need to expedite licensing ·~ at ~ e urger s actions 1 not vto a~ I 

oc ed. any eth1cs standards. Formal party, thts 
proc ures. ffi 'al · rail de tood 

Engen confirms that he attended the 1 ° tct says, IS ge~e .. Y un .rs ~o , 
meeting, but says he cannot remember · ~ean a company ~r mdtvtdu_al wtth a_peh-
whether the need for a letter to U.S. em-/ bon or othe~ offictal proceedmg pendmg at 
bassies was discussed. He did. recall jok- I theidetphartment. al f tt 

· ... . · · n e oqe-year recus rom rna ers 

· United Technologies' William 
· Paul works for defense exports. 

' ing ·briefly with Eagle burger about -bow 
they should be on good behavior a~ this 
gathering, considering their past corporate 
ties. 

Eagleburger was on the board of the 
m Corp. from June 1984 to March 19.89. 
The annual director's fee varied; in his last . 
fu!! year, he rece!ved $84,759. ~ccording 
to his financial disclosure form. As a 
former director, he has a vested pension 
plan from m that will kick in when the 
60-year-old Eagleburger nirns 65. . 

Through Kissinger Associates_. Eagle­
burger also had ties to nT,"wbicb ~~one 
of his clients. Eagleburger was p~1~nt 
of Kissinger Associates from 1984 to 

. 1989. 
· Eagleburger terminated his director's 

role with rrr and otbp" .~~ss. ~ 
hcjoined the Bush administration 10 1989~ 
But his nomination prompted questions 
r.llm < rn~f(lr<; ;llvmt hnv.• F':lnlt'hl!rl'f"r . a~ a 

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 m 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 bas passed through 
the revolving door and is now pushing de­
fense experts from the !!lsit:!~ . Defe!"lse 
lobb~i~ts ~s? !OU! ~~ _ ~~-~~ _ t_!tey've re-

ceiv~Jrom National Security Adviser 
Scowa;,ft, who for a time headed Kis­
singer Associates' Washington office. 
Scowcroft, who cowd not be reached for 
.... O!"r..~~.,ll !!:'~- .,.,.._,.,.....I !I>"'! Of!" ·""""""':C:"lt'!lnt ..... 
dt~~~co;.· ·-- -· -- ------

William Paul, a senior vice president 
for the United Technologies Corp. in 
Washington, says be and three other in­
dustry officials met with Scowcroft last 
year_QP tne.issue of developing a cohesive -· 
adminisistration policy on derense 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 be.en absotutely 
superb.'' . , . 

The AlA's Johnso'n· 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-Import 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 s~amlining the licensing process 
and promotmg 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
.tration proposal, the Export-Import 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 tbc 
bank from 1964 throogh 1987, is another 
prominent critic~,~,-~ :.:..._ .. . 

"My sense is that to take these .Jimited 
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 Ftnt Washington • 
Associa.~ea ! .. td. ~ . n!h~c~ ~cnsu!~s for .!..b_'! 
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 f>aclcing :from tbe 
Bush administration; · ; :. : ·· .r 
· "We pay these guys a good sum of dol­
lars each year to lobby, and thank God 
they're doing something," says Thomas 

. Petersoq, the bead of Raytheon's Patriot 
International unit. ~- .. -= :. •O 
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Defense Exporters' Secret Weapons 
Top Administration Officials 

Foreign Arms Sales: 
Line? 

BY PETER H. STONE 

For embattled weapons ex­
porters, it was a salvo heard 
round the world . 

fense exports. Ambassadors now 
open doors, weapons makers may 
soon qualify for government­
backed loans, and the State De­
partment helps push sales. 

But the change of policy is 
controversial-and ironically 
timed, as the war in Iraq raises 

. new worries about the prolifera­
tion of weapons. -

Last July, Deputy Secretary of 
State Lawrence Eagleburger fired 
off a classified memo to all U.S. 
embassies urging that U .S. de­
fense ftrms be given more help 
marketing weapons abroad. 

A key proponent of the pro­
export policy has been Eagle­
burger. But he is dogged by ethi­
cal concerns about his dealings 
with former business associates. 

Some industry leaders boast 
that the Eagleburger memo was 
written at their behest, several 
months after a January 1990 
meeting with defense executives. 
And these leaders say that Eagle­
burger's directive is starting to 
provide an extra fillip for foreign 
sales. 

One industry representative at 
the January meeting with Eagle­
burger was chief executive of a 
defense subsidiary of the ITT 
Corp. Eagleburger was a director 
of the ITT Corp . before taking 
office in 1989 and will eventually 
receive benefits from the cor­
poration ' s pension plan. He 
pledged to recuse himself from 

The memo is just one result of 
the Bush administration's deci­
sion to put the government frrmly 
in the business of promoting de-
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ciates Inc :, Eagleburger did work for m . 
At least one critic believes that Eagle­

burger erred by participating in the meet­
ing with the m official and by writing the 
directive promoting defense exporters. 
But a State Department legal expert says 
that Eagleburger, who declines comment, 
did not violate his recusal pledges . 

Administration Aid 
Eagleburger's memo is just one of 

several administration moves to provide 
help overseas for weapons makers. 

President George Bush's budget pro­
posal, for instance, authorizes the Export­
Import Bank of the United States to. p:o­
vide in the next fiscal year up to $1 bilhon 
in loan guarantees for defense products. 
Several companies have pushed hard for 
such guarantees, in a bid to make their 
deals more competitive with foreign 
rivals. 

In addition. the State Department last 
year jettisoned its Office of Munitions 
Control, long a target of criticism from tl;le 
defense industry because of delays in 
processing license applications. The office 
was replaced with a larger operation ~at 
for the ftrSt time bas an export-promotion 
component. Industry leaders say the new 
Center for Defense Trade has already 
made a clear difference in speeding up the 
licensing process. 

"The difference between 1980 and 
1990 is pretty close to a quantum leap," 
says Fred Haynes, a vice president for 
planning at the LTV Coq>. "The most 
significant change is that defense export­
ers are receiving cooperative support from 
U.S. agencies and are no longer viewed as 
pariahs." . 

"I think we've found that a number of 
embassies are more supportive," agrees 

George Perlman, president of Martin 
Marietta International Inc . "It has 
been helpful for the people that I have 
overseas." 

The backing for weapons exports fol­
lows high-powered lobbying by leading 
defense trade groups, including the Aero­
space Industries Association and t~e 
American League for Exports and Secunty 
Assistance. 

In addition, several defense contractors 
have served as effective advocates for 
their cause. They include some CEOs and 
other top officials from the Lockheed 

Corp., the United Technologies Corp., the 
Martin Marietta Corp. , the LTV Corp., 
the Raytheon Co., the Grumman Corp., 
and ITT Defense Inc. 

A Shot in the Arm 
State Department officials and defense 

executives stress that defense exports are 
different from r-om!Tl~rcial trade since they 
must be deemed in the national interest 
before sales are allowed. Nevertheless, the 
thrust of the recent lobbying campaign and 
the government's campaign to promote 
export has been to spur defense business 
abroad, which has been in the doldrums 
for years. Worldwide export deliveries of 
U.S . arms totaled $16.5 billion in 1987, 
but by 1989 had slipped to $11.7 billion. 

Defense executives have used the 
shrinking defense budget as a key element 
in their campaign to increase foreign sales. 

1 With the Pentagon budget going down, 
they argue, exports are critical to in­
dividual companies and to the well-being 
of the defense industrial base. The war 
against Iraq notwithstanding, annual de­
fense spending is projected to decrease by 
some $56 billion, in constant dollars, over 
the next five years . 

Lawrence EagJeburger 
pushes weapons exports. 

government matters in which the 
giant conglomerate is a formal 
party. •. . .. . 

In additt"on, as president of th¢ 
consulting firm Kissinger Asso-

SEE DEFENSE, PAGE 20 

"International opportunities are a must­
do for the defense industry,'' says Gordon 
Adams, the director of the Defense Budget 
Project, an independent research group on 
defense issues. 

"You can't just drive over there," Ad­
ams adds. " If you want to get into the 
foreign government, you've got to get into 
the American government.'' 

That's just what the industry has been 
busy doing . And it has had a strong and 
well -placed ally in Eagleburger, who, 
along with National Security Adviser 
Brent Scowcroft, has been instrumental in 
forging closer ties between U.S. agencies 
and industry export programs. 

Reversing the· Leprosy Letter 
For years, exporters smarted over one 

legacy of President Jimmy Carter. Dubbed 
the leprosy letter, the. directive instructed 
U.S. embassies to steer clear of defense 
ftrms because of concerns about regional 
itrai~ ccsccs auU high-tech ~;.,,~apon3 p;:~ 

liferation. Companies complained that 
many foreign governments took the op­
posite approach, providing their defense 
industries with strong encouragement for 
exports. 

Now that's all changing. And Lawrence 
Eagleburger has been getting a lot of the 
credit. 

"Larry has made a substantial differ­
ence. He's pfobably the most sympathetic 
guy who's been up thece in years," sa.ys 

Le~\ ·f,m{~ 
l- 95-q1 
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Jo~_l Joh.f\.s~>n, vice president for inter­
gattonal operations. at the AJ!rospace In­
dustries ·A&sociation (AIM, 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 be said be would be glad to do 
that,'' says Don Fuqua, a former Demo­
cratic congressman from Aorida who is 
president of AlA. 

Adds Perlman of Martin Marietta, who I 
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 cable 
advised embassies to be "well informed 
about, and responsive to, U.S. defense 
industry sales in host countries. Posts may 
provide pertinent country information to 
industry representatives," including help 
in setting up appointments for U.S . 
executives. 

Fuqua says the January meeting was at­
tended by a few members of the AlA's 
executive committee, including D. Travis 
Engen, the chief executive officer of ITT 
Defense, which makes radar-jamming 
systems for fighter planes and night~vision 
equipment. The m~ting, Fuqua adds, also 
focused on the need to expedite licensing 
procedures . 

Engen confirms that he attended the 1 

meeting, but says he cannot remember ! 
whe~r the need for a letter to U.S . em- I 
bassies was discussed. He diet recall jok-

. - e. , : 

· United Technologies' William 
Paul works for defense exports. 

ing briefly with Eagleburger about -how 
they should be on good behavior at this 
~atbering, considering their past cori>Orate 
ttes. 

Eagleburger was on the board of the 
fiT Corp. from June 1984 to March 19.89. 
The annual director's fee varied; in his last 
fuU year, he received $84,759, according 
to his financial disclosure form. As a 
foririer director, he has a vested pension 
plan from fiT that will kick in when the 
60-year-old Eagleburger tUrns 65. 

Through Kissinger Associates, Eagle­
burger also had ties to rrr,"which"was one 
of his clients. Eagleburger was president 
of Kissinger Associates from 1984 to 
1989. 

Eagleburger terminated his director's 
role with fiT and otbp" cor;qpani'"--< ~ 
be joined the Bush ad.miriisir'ation fu'f989:' 
But his nomination prompted questions 
frnm <f'n1 f()r<; :lMIIf h ow F:~o l PhllrPt>r. a<; a 
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government official, would deal with his 
former priyate clieots. 

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 
Col)>. ~~a "formal party or in respect of 
whtch 1t 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 
involv_ing his former clients at Kissinger 
Assoc1ates . 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 D_e.partment lawyer, speaking on 
the condition of anonymity, says that 
Eagleburger-through his meeting with 
the ITT Defense executive and through his 
subsequent embassy cable-did not vio­
late his pledge to recuse himself from 
matters relating to ITT. 

"We don't think the gen~ral promotion 
?f exports, e~en industry specific exports, 
IS a matter m which the fiT Corp. is a 
formal party,'' this official says. 

The ITT Corp. was not a formal party 
because the memo promoting exports was 
a general policy initiative that affected all 
American defense companies, not just 
fiT, according to this official. 

Another federal ethics officer concurs 
that Eagleburger's actions did not violate 
any ethics standards. Formal party, this 
official says, is generally understood to 
~ean a company or individual with a peti- ' 
boo or other official proceeding pending at 
the departrrient. 

In the one-year recusal from matters 
relating to his former Kissinger clients 
Eagleburger did not specify that only sit: 
~ations 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 tx:nefits," says Cohen, whose or­
ganization trains public-interest ad­
vocat~s . "In this instance, there's a clear 
and d1rect benefit to the ITT subsidiary." 

As for the notion that fiT individually 
would have had to petition Eagleburger for 
help i_n order for the recusal pledge to 
come mto play, Cohen calls it "a distinc­
tion without a difference." 

Cohen a~ds that Eagleburger's presence 
at th~ meetmg and his writing of the cable 
are 1ssues that the State Department and 
the Office of Government Ethics ought to 
address. , 
E~gleburger is not the only high­

ranking official who has passed through 
the revolving door and is now pushing de­
f~ns~ ~:tpc:ts !:~~ the !!lsi-:!~ . Defe11~e 
lobb~i~ts ~so tout the help they've ~-

-ceiv~Jrom Na~io~~l--Securi~Adviser ­
Scowanft, who for a time headed Kis­
singer Associates' Washington office. 
Scowcroft, who could not be reached for 
comment, also served as a consultant to 
the Lockheed Corp. 

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_QP th_e_i$Sue 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 ~ affumative 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," . Pa'ul adds . 
''This' administration has been absolutely 
superb." 

The AlA's John so n says that both 
S_co~croft's and Eagleburger's offices had 
~1gmfica_nt roles in developing the admin­
IStration s proposal to provide loan guar­
antees for weapons exports from the Ex­
port-Import Bank. 

Without question, the defense in­
~ustry_'s sp~dework is paying off. In rela­
tiOnships w1th other countries, the sale of 
defense weapons is now on the table with 
other issues. 

"We're now putting on the bilateral 
agenda iss~es like [defense exports] . 
'Yben 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
~rt for defense companies "is one of the 
thmgs they'll be graded on." 

Duelfer adds that the revamping of the 
Office_ of Munition~ Control grew out of 
extensive conversatiOns with Eagleburger 
and Secretary 0~ ~tate James Baker on the 
need for s~mmg the licensing process 
and promotmg exports. 

Banking Guarantees 

The Export-Import Bank is also likely 
to be part of the new effort to promote 
we~pons exports. Under a new adminis­
_tratton proposal, the Export-Import Bank 
prow:azns--now almost entirely for com­
merc!al trade- would be expanded to in­
clude loan guarantees for military sales to 
Japan, Israel, Australia, New Zealand 
and the nati<>ns of the North Atlanti~ 
Treaty Organization. Sen . Christopher 
Dodd (D-Conn.) recently introduced a bill 
along these lines. 
~t~ough the military guarantees would 

be limi_te? to_about $1 billion of the bank 's 
$9.5 billton m 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 promot~ 
~s sales, especially in the post-gulf war 
~en_od, when we . should be seeking to 
hm1t 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 throogb 1987, is another 
prominent critic:.,~--~ :.:_ 

'\.'iy :;.:n~ i3~ th~t to ta!r-12 th~~.P llrnlt~ti 
resources. and_ ·squan~ th;m~~~-~~ 
sales, which m 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 Washingto~ 
Associates Ltd. , -which consults for the 
foreign counterparts of the Export-Import 
Bank. 
. Critics notwithstanding, the defense 
mdustry is upbeat about its export pros­

. pects-and ·abOut the· ·ability of . its lob-
byists to continue to win ~acJdng · from the 
Bush administration; •.. : ·- J 

· "We pay these guys a good sum of dol­
Jars each year to lobby, and thank God 
they're doing something," says Thomas 
Petersoq, the head of Raytheon's Patriot 
International unit. '- -: :. 0 
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