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6691 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D.C 20506 

September 7, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: 

FROM: 

SUBJECT: 

ROBERT BELL Y> 

KEITH HAHN ^ 

S i g n i f i c a n t M i l i t a r y Exercise ANNUALEX 05JX 

Attached a t Tab I i s a proposed memorandum to the Executive 
Secretary, Department of Defense, approving m i l i t a r y exercise 
ANNUALEX 05JX. At Tab I I Defense recommends approval and State 
concurs. 

ANNUALEX 05JX i s the l a r g e s t U.S./Japan combined maritime annual 
exercise, i n v o l v i n g over 100 ships, 10 submarines, 225 a i r c r a f t 
and over 208,000 Japanese personnel. I t i s designed t o improve 
Command and Control c a p a b i l i t i e s , t e s t t a c t i c s f o r waging 
conventional high i n t e n s i t y v/fl-^-^are and p r a c t i c e maintaining 
access across sea l i n e s of communication and key maritime choke 
po i n t s . I t i s scheduled t o take place September 29 - October 12 
in i n t e r n a t i o n a l and t e r r i t o r i a l waters surrounding Japan. 

The c r i t i c a l c a n c e l l a t i o n date i s September 13, 1993. 

'I Concurrence by: Sandra K r i s t o f f 

RECOMMENDATION 

That you sign the memorandum at Tab I approving the exercise 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I OSD Executive Secretary Memorandum, September 7, 1993 

DECLASSIFIED 
E.0.13526 

White Home Guidelines, September Jl, 2006 
By NARA, DateJ^!^*lU 

-eeNFTTTENTIAL 
D e c l a s s i f y on OADR -G6NftB Of 



6691 
NATIONAL SECURITY COUNCIL 

WASHINGTON D.C. 20506 

MEMORANDUM FOR COL. ROBERT P. MCALEER 
Executive Secretary 
Department of Defense 

SUBJECT: S i g n i f i c a n t M i l i t a r y Exercise ANNUALEX 05JX 

M i l i t a r y exercise ANNUALEX 05JX i s approved. 

Wil l i a m H. I t o h 
Executive Secretary 
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6747 
NATIONAL SECURITY COUNCIL 

. WASHINGTON. D C 20506 

September 9, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: ROBERT BELL 

FROM: KEITH HAHN 

SUBJECT: Revised Defense Proposed Report RE: HR 2547, 
National S h i p b u i l d i n g and Conversion Act 

At Tab I I Defense has revised i t s response t o the National 
S h i p b u i l d i n g and Conversion Act t o r e f l e c t the c u r r e n t s t a t u s of 
the Administration's review of the s h i p b u i l d i n g i n d u s t r y . 
Defense s t i l l recommends t h a t t h i s l e g i s l a t i o n be w i t h h e l d 
pending the submission of the Ad m i n i s t r a t i o n ' s f i n d i n g s on 
October 1. The response also focuses on four s p e c i f i c issues 
t h a t have been discussed i n the NEC-chaired IWG on s h i p b u i l d i n g . 

DoD supports the National S h i p b u i l d i n g I n i t i a t i v e and p o i n t s out 
t h a t ARPA's Technology Reinvestment Project w i l l probably fund 
several of the 76 s h i p b u i l d i n g - r e l a t e d proposals i t has received. 
Defense would l i k e t o c l a r i f y the provisions of the Act which 
r e d i r e c t s $200 m i l l i o n from DoD t o p l i n e t o fund T i t l e XI loan 
guarantees. The leverage t h a t $200 m i l l i o n provides i n loan 
guarantees would cover over $2.5 b i l l i o n i n loans -- w e l l i n 
excess of near-term needs. The Act should more p r o p e r l y d i r e c t 
$24 m i l l i o n i n order t o r e a l i z e $200 m i l l i o n i n loans. 

The Shipbuilding IWG i n v e s t i g a t e d the f e a s i b i l i t y of s u b s i d i z i n g 
series ship c o n s t r u c t i o n as d i r e c t e d by the l e g i s l a t i o n . We 
found t h a t t h i s subsidy would amount t o over $1.5 b i l l i o n a year 
and we could f i n d no o f f s e t f o r t h i s large sum. DoD's 
s t i p u l a t i o n t h a t t h i s type of subsidy apply only t o m i l i t a r i l y 
u s e f u l ships seems prudent. F i n a l l y , the requirement f o r using 
only double-hull ships t o move cargo during contingencies needs 
to be modified to r e f l e c t support agreements between the U.S. and 
i t s a l l i e s . 

Concurrences by: Stev^Jones and Jerem/^J^ner 

RECOMMENDATION 

That you sign the memorandum at Tab I concurring i n the r e v i s e d 
Defense r e p o r t . 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 



6747 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D C 20506 

MEMORANDUM FOR JAMES J. JUKES 

FROM: WILLIAM H. ITOH 

SUBJECT: Revised Defense Proposed Report RE: HR 2547, 
National S h i p b u i l d i n g and Conversion Act 

The National Security Council s t a f f concurs i n the revised 
Defense r e p o r t . 
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TO: Legislativtt Liaison Officer •> 

TRANSPORTATION - TOm Herlihy - (202)366-4687 - 226 
TREASURY - Richard S. Carro - (202)622-1146 - 228 
USTR - Pred Montgomery - (202)395-3475 - 223 
NEC - sonia Mathews - (202)456-6722 - 429 
CEA - Francine Obcnailler - (202)395-5036 - 242 
NSC - Milliaw H. Itoh - (202)395-3723 - 249 
JUSTICE - Sheila F. Anthony - (202)514-2141 - 217 
COMMERCE - Michael A. Levitt - (202)482-3086 - 324 

FROM: JAMES J. JUKES {for)/y^' 
Assistant Director/xor Legislative Reference 

OHB COHTACTt J l a BROHM (398-3473) 

seoretaty's line (for siiq^le responses) i 395*'3454 
Alexander MCCLELLAMD (395-3850) 

SUBJECTI RBVIBBD DBPEK8E Proposed Report 
REt HR 2547, National Shipbuilding and 
Conversion Aot 

DBAOLIMBI 2100 P.N< THURSDAY Septeaber f, 1993 

COHXBNTBi This is a revised version of • letter previously 
oiroulated to you for ooaiaant OB July is . If we do not bear 
firoa you by tbe deadline, we will assuae tbat you bave no 
objection te tiaely olearanoe of tbls letter. 

OMB requests the views of your agenoy on the above subject before 
advising on its relationship to the program of the President, in 
acdordance vith OMB Circular A-19. 

VlAase advise us if this itea will affeot direct spending er 
rebeipts for purposes of tbe tbe *'pay-As-You-oo** provisions of 
Tit l * ZIZX of tbe Omnibus Budget Reoonoiliatioa Aot of 1990. 
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CCt 
John McClelland 
Tom Stanners 
Meg DiBari 
Phc^ Vickers 
Roger Adlcins 
Cookie Walden 
MiXe Schmidt 
Chrjis Edley 
Maxjgaret Shav 
Michael Delch 
Jobjn Goodman 
Cynldl Vallina 

Bob Damus 
Ed Clarke 
Art Stiglle 
Ed Rea 
Mike Goad 
Ron Peterson 
Gordon Adams 
Don Gessaloan 
Jennifer ralmierl 
Howard Paster 
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RE8P0NBB VO LBGIBLAtlVB RSPSKRAL MBMORAMDUll 

If your response to this request for views i s simple (e.g*, 
concur/no conaoent) we prefer that you respond by faxing us this 
response sheet. I f the response i s siaple and you prefer to 
cal l , please oall tbe branob-wide line shown below (NOT tho 
analyst's line) to leave a message with a secretary. 

You may also respond by (l) calling the analyst/attorney's direct 
line (you will be connected to voice nail i f the analyst does not 
answer); (2) sending us a memo or letter; or (3) i f you are an 
OASIS user in the Executive Office of the President, sending an 
E-fliail message. Please inolude the LRM number shown above, and 
the subjeot shown below. 

TO: 

FRON: 

Jin BROWN 
Office of Management and Budget 
Fax Numbert (202) 395-3109 
Analyst/Attorneys Direct Numbert 
Branch-wide Line (to reach secretary)x 

(202) 
(202) 

395-3473 
395-3454 

(Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: REVISED DEFENSE Proposed Report 
RE: HR 2547, National Shipbuilding and 
Conversion Aot 

Tha following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages .„...,..„...,___̂ ,_____ 

Othert 

FAX RETURN Of peges, attached to this 
response sheei ' 
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AU8 31 ' 3 3 I415J FI»On OSD-l.RS TO JUKES PASE. 802 

The Honor«Vl* Ronald V. Dcllvuiui 
Chairmen, Ccsmmitte* on Aimed $ervica» 
House o£ Kepreeentatives 
Washington, D.C. 20515 

Dear Mr. Chainnan: 

We request that you consider the following oamnsnta on 
H.R. 2547, lOJrd ConyresB, a b i l l . "To imprav the econotty of the 
United Statee by establifhlng a National Shipbuilding Initiative 
to provide aupport for the United Statea shipbuilding industry xn 
order to asaiat that industry in regaining a significant abara of 
tha world conanercial ship-building jnarket, and for other 
putn^oaes.' 

pursuant to Uh« FV 1993 Defense Autborixation Aot, the 
Administration has convened an inter-egency group to study tha 
shipbuilding induatry. This grox^ haa been meeting regularly, and 
will provide recommendations to the Congresa by the statutory 
deadline of October 1, 1993. The Adminietration believes i t would 
be inappropriate to enact major legialation concerning the 
shipbuilding industry, BUCII as H.R. 2547, prior to the coinpletion 
o£ thia atudy. 

Ip addition, the Department of Defense has apeoific 
Qoncerns about H.R. 2547 which are set forth below: 

Title 1 of thia Act establiahes a Natlonel Shipbuilding 
Initiative program to support the industrial base for national 
security objective* by esLabliahing the United Statea shipbuilding 
industry as a self-cufficlent, internationally eoaipetitive 
industry. The Department clearly ia intsrested in maintenance ot 
the shipbuilding industrial base and the bottom-up review dafinea 
that interest in terms of industrial base needs. The Advanced 
Reaearch Projects Agency's (ARPA) Technology Reinvestment Project 
will decide the technological elements to be infused into domestic 
Shipyards. For the ARPA project, shipyarda are openly coBveting 
for funda to further develop worthwhile projects which may 
translate into more wHicient ship construction practicea. To 
leglalate that th« Department of Defense ahould provide outright 
funds for shipbuilding removes any cowpetltive incentive and 
prejudges the best u»« ol Qovernment resources for defense 
OOBversion. 

Title I I of this Act redirects $200 million from the 
Department: of Defense budget top-line for Title Xl loan guarantees 
for construction of cnmmercial ships and other purposes. Under 
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current methodology, $200 million enables 1200/.08-t>2500) $2.5 
billion in loon guarantees. Tbe Departnent believes that $24 
inillion top-Jine bwdjBt lodirection would be sufficient to 
guarantee $200 million. 

Title 111 of this Act directs the secretary of Defenae to pay 
aaaiatance to shipyards engaged in aeriea ahlp constiniction. Thia 
program subsidizes the difference between open merlcet value and 
U.3. shipyard-produced vessel prices. The subsidy ia based on the 
learning curve premise that the prXow wi l l decrease to the op«n 
market value and that. U.S. shipyards w i l l reach world-claaa 
manufacturing eff iuiFincies with sufficient production. The 
Department preferi! that the Act be modified to apply only to 
militarily useful commercial ship construction and for a limited 
period of series ship construction, preferably not more that tbe 
f i r s t four ships of a series. 

Title IV re<iulre3 that Department of Defense immediately 
restrict chartering single-hulled tankers in favor of those 
ecruipped with double^hulls. This piopoBetl lugislation could 
conflict with existing international auiuuiiittijts regarding boat 
nation support. TheBe support agreements require the Department 
to uae hoat nation uhipping to move cargo, including fuel, during 
international contingencies including thoae Involving coalition 
forces. The Department prefers no restrictions, beyond thoae 
already in law, which reciulre the eventual shift to double-huiiod 
tankers. Further, current law raatricts tlte Department's long term 
ship cbarters to a inoxiuium of seventeen lAonths, a period that la 
considared insufficient collateral tor ahlp construction capital 
marketa. The Department prefers this long term charter 11^tation 
to be raised to «< maximum of ten years for 5Houbi«-httlled tankers 
only. 

Hie Office of Management and Budget advises that, from the 
standpoint of the Administration's program, there Is no objection 
to the presentation of this report for Uie consideration ot the 
eonmlttee. 

Sincerely, 

John H. McNeill 
Acting General Counsel 

*• TOTftL PAGE.003 ** 
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6690 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D.C 20506 

September 9, 199 3 

MEMORANDUM FOR COL. ROBERT P. MCALEER 
Executive Secretary 
Department of Defense 

SUBJECT S i g n i f i c a n t M i l i t a r y Exercise BALANCE IROQUOIS 
94-1 

M i l i t a r y exercise BALANCE IROQUOIS 94-1 i s approved. 

Ttoh 
Executive Secretar^^ 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 20506 

September 7, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: ROBERT BELL .(.^-('T' 

FROM: KEITH HAHN 

SUBJECT: S i g n i f i c a n t M i l i t a r y Exercise BALANCE IROQUOIS 
94-1 

Attached a t Tab I i s a proposed memorandum t o the Executive 
Secretary, Department of Defense, approving m i l i t a r y exercise 
BALANCE IROQUOIS 94-1. At Tab I I Defense recommends approval and 
State concurs. 

BALANCE IROQUOIS 94-1 i s an exchange t r a i n i n g event between the 
armed forces of India and U.S. Army Special Forces. I t i s 
designed t o f u r t h e r b i l a t e r a l r e l a t i o n s and t o act as a b u i l d i n g 
block f o r eventual exercise of greater complexity. I t i s 
scheduled t o take place October 25 - November 7 i n the v i c i n i t y 
of Agras, India and w i l l involve 12 U.S. and 84 Indian personnel. 

The c r i t i c a l c a n c e l l a t i o n date i s September 25, 1993. 

"uce Concurrence by: Bn 

RECOMMENDATION 

That you sign the memorandum at Tab I approving the exercise. 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I OSD Executive Secretary Memorandum, September 7, 1993 

DECLASSIFIED 
E.0.13526 

White House Guidelines, September 11,2006 
By^/L^ NARA, Datc]W^.lU 

GOHriDDNTIAL 
Declassify on: OADR 
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703 S35 l a i s = .32 

OFFICE OF THE SECRETARY OF DEFENSE ^i^^ 

9 SEP 1993 

WASHINGTON. DC 20301-1000 

MEMORANDUM FOR EXECUTIVE SECRETARY, NATIONAL SECURITY COUNCIL 

SUBJECT: Dual Absence of the Secretary and Deputy Secretary 
of Defense 

The Secretary of Defense will depart Washington, D.C. for an 
overleas t r i r o n Friday, 10 September 1993 at 1800, and will 
? e " ? r S n SiSda?, 13 Siptember^t 1130. The Deputy Secretary of 

S i l l deoirt Washington, D.C. on Thursday, 9 September at 
? ; f r f ; r CaU?o?jra, Ind will Return on Tuesday, 14 September at 
1840. 

Acciirdlnalv, during the following period of time, the 
office? inSlcXted will be the Acting Secretary of Defense: 

ftrrlnq SP"*-**^*^^ nafenaa 

1800, Friday, 10 September 
through 

0800, Saturday, 11 September 

0800, Saturday, 11 September 
through 

1750, Sunday, 12 September 

1750, Sunday, 12 September 
through 

1130, Monday, 13 September 

Honorable John H. Dalton 
Secretary of the Navy 

Honorable Sheila E. Widnall 
Secretary of the Air Force 

Honorable John H. Dalton 
Secretary of the Navy 

^ ( ^ r t ̂ '!*^cMeer 
Executive Secretary 

cc: SecDef 
DepSecDef 
SecArmy 
SecNavy 
SecAF 
DoD GC 
Dir, WHMO 
CJCS 
NMCC 
OSD Cables 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C 20506 

6691 

September 9, 1993 

MEMORANDUM FOR COL. ROBERT P. MCALEER 
Executive Secretary 
Department of Defense 

SUBJECT; S i g n i f i c a n t M i l i t a r y Exercise ANNUALEX 05JX 

M i l i t a r y exercise ANNUALEX 05JX i s approved. 

f 

i l l i a m H. iStoh j 
Executive Secretary^ 



COWlf'lLrh^NTiAL" eeweffl*- 6691 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D.C. 20506 

September 7, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: ROBERT BELL '>̂0 "' 

FROM: KEITH HAHN 

SUBJECT: S i g n i f i c a n t M i l i t a r y Exercise ANNUALEX 05JX 

Attached a t Tab I i s a proposed memorandum t o the Executive 
Secretary, Department of Defense, approving m i l i t a r y exercise 
ANNUALEX 05JX. At Tab I I Defense recommends approval and State 
concurs. 

ANNUALEX 05JX i s the l a r g e s t U.S./Japan combined maritime annual 
exercise, i n v o l v i n g over 100 ships, 10 submarines, 225 a i r c r a f t 
and over 208,000 Japanese personnel. I t i s designed t o improve 
Command and Control c a p a b i l i t i e s , t e s t t a c t i c s f o r waging 
conventional high i n t e n s i t y warfare and p r a c t i c e maintaining 
access across sea l i n e s of communication and key maritime choke 
po i n t s . I t i s scheduled t o take place September 29 - October 12 
i n i n t e r n a t i o n a l and t e r r i t o r i a l waters surrounding Japan. 

The c r i t i c a l c a n c e l l a t i o n date i s September 13, 1993. 
f 

/ 
Concurrence by: Sandra K r i s t o f f / 

RECOMMENDATION 

That you sign the memorandum a t Tab I approving the exercise. 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I OSD Executive Secretary Memorandum, September 7, 1993 

DECLASSIFIED 
E.0.13S26 

White House Guidelines, Septembor 11,2006 
B y N A R A , DaleWpllwxV. 

GONFIDDNTIAL M r-i r-^ -
Declassify on: OADR ^ j B f l f T U L i t ^ ^ 
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NATIONAL SECURITY COUNCIL 

WASHINGTON. D C. 20506 

September 8, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: 

FROM: 

SUBJECT: 

ROBERT BELL ^ 

KEITH HAHN "' 

State Proposed Report RE: HR 124 3, P r o h i b i t i o n 
Against Foreign A c q u i s i t i o n of A l l i s o n 
Transmission 

At Tab I I State i s responding t o Representatives Hamilton and 
Giiman on proposed l e g i s l a t i o n t h a t would p r o h i b i t ZF 
Friedr i c h s h a f e n from buying A l l i s o n Transmission, a d i v i s i o n of 
General Motors Corporation. State argues t h a t the Exon-Florio 
p r o v i s i o n of the DPA provides the President s u f f i c i e n t l a t i t u d e 
t o block the sale of a U.S. company t o a f o r e i g n concern i f the 
sale would impair U.S. n a t i o n a l s e c u r i t y . They argue t h a t the 
CFIUS procedure, by which State p a r t i c i p a t e s i n reviewing such 
sales, provides adequate a u t h o r i t y f o r the President t o block 
such sales. 

Concurrences by: 
^ MP 

Eileen Claussen, Mike Froman and J 
Rosner 

RECOMMENDATION 

That you sign the memorandum at Tab I concurring i n the proposed 
State r e p o r t . 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 



6654 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D C 20506 

MEMORANDUM FOR RONALD K. PETERSON 

FROM: WILLIAM H. ITOH 

SUBJECT: State Proposed Report RE: HR 1243, P r o h i b i t i o n 
Against Foreign A c q u i s i t i o n of A l l i s o n 
Transmission 

The Na t i o n a l Security Council s t a f f concurs i n the proposed State 
r e p o r t . 
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RESP0M8X TO I iEQIBLATZVI REFBRRAL MEMORANDUM 
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i f your response tq 
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Chairman, 
House 

United Sutes Department 
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on 
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T H E W H I T E H O U S E 

W A S H I N G T O N 

September 8, 1993 

MEMORANDUM FOR HOWARD PASTER 

FROM: ANTHONY LA^^^^ 

SUBJECT: Inputs f o r Response t o Senator Fe i n s t e i n RE: 
C a l i f o r n i a Economy and Defense Conversion 

You requested NSC s t a f f recommendations f o r a response t o Senator 
Feinstein's l e t t e r a t Tab A. The f o l l o w i n g d r a f t paragraphs are 
provided i n response t o the f i r s t four n a t i o n a l s e c u r i t y r e l a t e d 
items. 

" I appreciate your recent l e t t e r o u t l i n i n g s p e c i f i c proposals t o 
a s s i s t i n r e b u i l d i n g C a l i f o r n i a ' s economy. As you know from our 
discussions l a s t month i n Alameda, I am deeply committed to 
helping C a l i f o r n i a n s w i t h the t o o l s r e q uired t o r e v i t a l i z e t h e i r 
l o c a l economies. I believe t h a t our o v e r a l l defense conversion 
program and the defense base r e n t i l i z a t i o n plan are on the r i g h t 
t r a c k i n accomplishing t h i s goal. The commitment t h a t Secretary 
Brown, Secretary Aspin, Deputy Secretary Perry and others i n my 
Adm i n i s t r a t i o n b r i n g t o these programs w i l l work t o help ensure 
t h e i r success. 

"Within our defense conversion program, worker assistance, 
community development and base reuse funds are being focused 
where the need arises -- where workers are l a i d o f f and defense 
f a c i l i t i e s are being closed or reali g n e d . Also many of the -
Technology Reinvestment Pr o j e c t (TRP) programs give a preference 
to defense-dependent regions such as those i n C a l i f o r n i a . In 
a d d i t i o n Secretary Aspin's new c r i t e r i a f o r the Defense 
Accounting and Finance (DFAS) centers w i l l r e q u i r e s p e c i f i c 
consideration of f a c i l i t i e s s l a t e d f o r closure or realignment. 

"While defense cutbacks have adversely impacted the C a l i f o r n i a 
economy, the Bottom-Up Review t h a t I have j u s t approved w i l l 
continue many e s s e n t i a l defense programs important t o C a l i f o r n i a 
and our nation, such as the F/A-18, C-17, and B-2 a i r c r a f t 
mentioned i n your l e t t e r . At the same time, we need t o continue 
to evaluate our defense i n f r a s t r u c t u r e needs t o support most 
e f f i c i e n t l y these forces, and f o r t h a t reason I believe i t i s 
important t o continue w i t h the Congressionally-directed defense 
base closure and realignment process i n 1995." 

RECOMMENDATION 

That you incorporate these comments i n t o the President's response 
to Senator F e i n s t e i n . 

Attachment 
Tab A Le t t e r from Senator Fe i n s t e i n 
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NATIONAL SECURITY COUNCIL 

WASHINGTON. D C. 20506 

September 2, 1993 

ACTION 

MEMORANDUM FOR ANTHONY LAKE / 

THROUGH: ROBERT G. BELL ' t ^ 
n/ 

FROM: 

SUBJECT 

STEVEN R. JONES|̂  

L e t t e r from Senator Feinstein RE: 
Economy and Defense Conversion 

C a l i f o r n i a 

L e g i s l a t i v e A f f a i r s has forwarded a l e t t e r from Senator Feinstein 
(Tab A) t o the President which includes a 12-point C a l i f o r n i a 
i n i t i a t i v e t o restore the C a l i f o r n i a economy. The l e t t e r has 
been sent t o various Departments and EOP o f f i c e s f o r input t o the 
f i n a l response. The NSC proposed language (Tab I ) provides a 
d r a f t response t o the f i r s t four n a t i o n a l s e c u r i t y r e l a t e d items 
as requested. 

Senator F e i n s t e i n proposes the s p e c i f i c t a r g e t i n g of defense 
conversion funds and two Defense Finance and Accounting Service 
(DFAS) centers f o r C a l i f o r n i a . Such earmarking of funds runs 
counter t o the competitive design of many of these programs. 

At the same time, we expect C a l i f o r n i a t o do w e l l i n t h i s 
competition f o r defense conversion funds. Much of the defense 
worker r e t r a i n i n g and base reuse funds w i l l i n f a c t be "targeted" 
to those areas where workers are l a i d - o f f or bases are closed. 
And while the Technology Reinvestment Project (TRP) awards i t s 
p u b l i c - p r i v a t e technology partnership funds c o m p e t i t i v e l y , i t 
should be noted t h a t about one-fourth of the 3000 TRP proposals 
t h i s year came from C a l i f o r n i a and we expect a s u b s t a n t i a l number 
of C a l i f o r n i a TRP awards w i l l emerge t h i s f a l l . The DFAS 
se l e c t i o n process i s based upon new s e l e c t i o n c r i t e r i a 
e s tablished by Secretary Aspin, which does require s p e c i f i c 
consideration of defense assets made redundant by the end of the 
Cold War. 

The attached d r a f t paragraphs h i g h l i g h t some of these f a c t s and 
the President's commitment t o C a l i f o r n i a , but stop short of 
earmarking por t i o n s of various program^—AS " C a l i f o r n i a only." 

Concurrences by: Keith Hafm, Jeremy~-ROsner, 
Dorothy Robyn (NEC) 

RECOMMENDATION ' 

That you send the attached memo t o Howard Paster f o r 
i n c o r p o r a t i o n i n t o the response t o Senator F e i n s t e i n . 

Attachments 
Tab I Memorandum f o r Howard Paster 

Tab A Incoming Correspondence 



DIANNE FEINSTEIN 
CALIFORNIA 

lanitd States Senate 
WASHINGTON, DC 20510-0504 

August 13, 1993 

The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

As we discussed, I strongly urge you to develop and implement a specific 
Administration-wide strategy for the California economy. The lingering recession and the 
effect of defense downsizing has had a devastating impact on California. The need for 
such a California strategy is key and critical before the nation's economy can recover. 

According to the statistics for the month of July, one out of every six people 
unemployed in this nation resides in California. While the nation's imemployment rate 
dropped to 6.8% for the month of July (seasonally adjusted), California's unemployment 
rate jumped to 9.8% from 9.1% for the month of June. California's economy is imlike 
that of any other state. One of every eight Americans lives in California, and the state's 
economy is the seventh largest in the worid. The health of the nation's economy is 
inextricably linked to California's. 

I greatly appreciate your help in restoring to the just passed deficit reduction 
package some economic incentives that are vital to rebuilding California's economy. The 
inclusion of a targeted capital gains tax reduction, extensions of the research and 
development tax credit, the removal of the capital gains surcharge, and the plan to 
implement federal enterprise zones are a very positive first step in providing incentives 
for business and investment. 

Now Californians need to see that their President and their elected representatives 
in the Senate and the House will follow-up by creating jobs. With that goal in mind, I 
would like to continue our dialogue on a California initiative by offering specific 
proposals for your consideration. All of these proposzils will create good jobs, can be 
implemented in the immediate or near future, and are just some of the projects that can 
help get California's economy back on its feet. They include the following: 

Targeted Defense Conversion Funds 

As you know, California has suffered a devastating hit as a result of the three 
rounds of base closures and reductions in defense spending. Since 1988, 17 military 
facilities in California have closed. The most recent round resulted in the closure of 8 



The President 
August 13, 1993 
Page 2 

facilities and will cost California 100,000 good jobs with an economic impact of $3.3 
billion annually. In addition, defense-industry downsizing has cost California over 250,000 
jobs in just the last two years. In total, as a result of base closures and cutbacks in 
aerospace and defense, California has lost almost 500,000 jobs since 1988. 

You have pledged to spend $20 billion in the next five years on defense 
conversion. Defense conversion funds must be targeted to those states most affected bv 
base closures and cutbacks in defense contracting. States that have faced the greatest 
impacts from the end of the Cold War must be the focus of any defense conversion 
policy. I have introduced S.1056 which directs the Secretary of Defense to develop a 
formula for the targeting of these funds, and mandates that conversion funds be directed 
to impacted states. 

Defense and Aerospace Programs 

California is still the home to some of the nation's most important defense and 
aerospace programs which employ hundi tds of thousands of people in California and 
throughout the country. 

Some defense programs that are important to California include the following, 
among others: 

* F/A-18 C/D and E/F multi-role fighter, which is the Navy's priority aircraft 
upgrade program - responsible for 20,000 California jobs; 

* C-17 cargo aircraft, which is capable of flying anywhere in the world and 
landing on austere airfields too small for other large cargo aircraft ~ 
responsible for 30,000 California jobs; and 

* B-2 Bomber, which is the Air Force's premier "stealth" bomber capable of 
deep penetration missions ~ responsible for 32,000 California jobs; 

In addition, the Space Station, Space Shuttle and National Aerospace Plane 
(NASP) are important NASA programs that will help America continue its leadership in 
space and provide needed aerospace jobs for many Californians. 

In particular, Space Station and NASP will enable the United States to excel in 
space technology while simultaneously providing valuable dual-use technology for both 
the public and private sectors. For example, for every $1 that the United States invests 
in space research and development, there is a return of $7 to the private sector. The 
Space Station is also the largest international endeavor ever undertaken. Canada, 



The President 
August 13, 1993 
Page 3 

Europe and Japan have all invested billions of dollars in the Space Station, and are 
counting on United States leadership to complete the goals of this program. 

All of the programs make important contributions to America's national security, 
and provide significant technological benefits. I urge your continued support for these 
programs. 

Base Closures and Realignments 

I do not believe that additional military base closures make military or fiscal sense. 
In fact, it appears that this round of base closures, when all closure, envirorunental, and 
other economic costs are taken into consideration, is not cost effective. 

Additionally, I believe that the United States is proceeding too quickly in its 
attempt to downsize its military and close bases. I plan to introduce an amendment to 
the Department of Defense Authorization for FY94 that will delay the 1995 base closure 
round until 1997. Before additional ba3c;s are slated for closure, the impact of the last 
three rounds should be scrutinized as well as the military force structure analyzed to 
determine the timing and necessity of future rounds of closures. Delaying further base 
closures untD 1997 will allow California's and the nation's economy to recover. I urge 
your support for this amendment. 

Defense Finance and Accounting Service 

The Department of Defense is currently consolidating its over 100 finance and 
accounting centers, and will establish up to seven large facilities throughout the nation. 
Each of the new facilities will employ from 4,000 to 7,000 people. Secretary Aspin 
included in the site selection criteria for these centers that closing military facilities be 
given consideration as possible sites. 

Because of California's size and the disproportionate impact suffered in the base 
closure process, I strongly urge your support for the location of two facilities in California 
one in the north and one in the south. I have previously contacted Secretary Aspin 
about locating a facility at Norton Air Force Base, and would gladly work with the 
Department of Defense in evaluating the option of locating a second one at the Mare 
Island Naval Shipyard in Vallejo, California which was included on the most recent list of 
bases to be closed. 

San Bemadino County, where Norton AFB is located currently has an 
unemployment rate of 11.1%. The neighboring counties of Riverside and Los Angeles 
have unemployment rates of 12.9% and 10.2% respectively. The statistics for the City of 



The President 
August 13, 1993 
Page 4 

Vallejo and Solano County, where Mare Island is located, is just as bleak. The current 
unemployment level in Vallejo is 10.5%, and is 9.5% for Solano County. The 
unemployment level for the City of Vallejo once Mare Island closes, if nothing is done, is 
expected to reach 23%. Locating a DFAS facility at each site would create a large boost 
for the local workforce and economy. 

Revitalization of U.S. Maritime Industry 

The U.S. maritime industry is nearly non-existent. Foreign subsidies and trading 
practices have made it uneconomical to build, flag, and operate ships in the U.S. 
Currently, 27,000 Americans are employed on ships operating under the U.S. flag, which 
is one-third of the employment in 1970. The coastline of California makes maritime an 
ideal industry for expansion. I strongly urge that you and the U.S. Department of 
Transportation expedite the development of a maritime reform package. I am also a 
cosponsor of S.990, the Shipbuilding Trade Reform Act of 1993, which will help promote 
fair trade for the U.S. shipbuilding industry. I request that you give S.990 your strong 
support. 

Additionally, let me mention that the National Steel and Shipbuilding Company 
(NASSCO) in San Diego was recently given an economic boost when it received a Navy 
contract for the conversion of three ships. This contract was essentially a "stay of 
execution" for the California shipbuilding industry, but it is not a solution to the industry's 
problems. NASSCO is still competing for additional Navy contracts for the construction 
of six new ships, which will help preserve 3,000 San Diego shipbuilding jobs. I ask you to 
support the San Diego shipbuilding industry by recommending that the new Navy 
construction contract be awarded to NASSCO. 

Federal Courthouses 

Congress will fund and authorize a nmnber of federal courthouses throughout the 
nation by early next year. The funds for these courthouses are in the appropriations bills 
to be voted on this September. Two of these courthouses will be located in California, 
one in Santa Ana and one in Sacramento. The need for both courthouses is substantial. 
By the year 2017, the caseload for the Central District, where Santa Ana is located is 
expected to nearly double to 20,000 cases aimually. 

Additionally, the construction of each courthouse will employ approximately 600 
construction workers, and another 600 employees once the facilities are completed. I ask 
your strong support for the authorization of both these courthouses, and once these 
projects are approved by Congress. I request that everything be done to keep the 
construction of these projects on time so that the needs of the judiciary are met. 
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Transportation 

Transportation initiatives ~ both transit and highway ~ are extremely important to 
California. By improving the State's infrastructure while simultaneously boosting the 
economy, transportation initiatives are a "win-win" for California. As you may know, 
California is a donor state ~ we put more money into the transportation highway trust 
fund than we receive. By targeting more transportation funds towards California, this 
imbalance can be corrected. 

Programs such as the Los Angeles Metro Rail, Orange County/Anaheim 
expansion, and extension of the BART system in the San Francisco Bay Area, are key to 
California's economic recovery and will greatly improve the quality of life for the region's 
residents. Once the transportation appropriations are complete, I urge you to target 
transportation funds at California and put approval and funding for California projects 
on a "fast-track". 

High-Speed Ground Transportation 

The time to construct and develop high-speed ground transportation is now. Your 
Administration requested $140 million in fiscal year 1994 for high speed ground 
transportation, and I strongly support this request. In California, it is time to connect 
Northern and Southern California with a rail spine that will run down the middle of the 
state. 

The voters of California have already demonstrated their desire for a modernized 
transportation program, and have approved $2.9 billion for rail bonds in 1990. Just last 
month, the California Legislature enacted a joint resolution directing the Governor to 
establish an Intercity High-Speed Rail Commission. The Commission will create a plan 
for an integrated, state-of-the-art, high speed groxmd transportation network by 1995. 
The resolution also anticipates that construction wiU commence on a Los Angeles to San 
Francisco Bay Area High-Speed Ground Transportation Corridor by the year 2000, and 
that a full statewide system will be operational by 2020. 

The State of California is well-poised for a public/private partnership, and stands 
ready to compete for matching federal funds. I lu-ge you to strongly support the 
development of a high-speed rail spine down the middle of California and have the U.S. 
Department of Transportation review and move forward on such a proposal. 

It is important to mention that, high-speed rail provides jobs in the construction of 
trains, the laying of tracks, the development of new technologies, and the opening of new 
markets with greater ease of transporting goods. We must reassert the country's 
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commitment to the development of these technologies or fall further behind Germany 
and Japan who have invested heavily in the field of high-speed rail. 

Additionally, I have joined 10 of my Senate colleagues in expressing support for 
an appropriation of $100 million, as authorized in the Intermodal Surface Transportation 
Act of 1991, for the development of the magnetic levitation train technology. Magnetic 
levitation is an important technology that deserves the Administration's strong support. 

NASA Wind Tunnel Facility 

Contained in the year's NASA budget is $74 million for the initial planning of a $2 
billion wind timnel facility that will enable the domestic plane industry to design and 
construct planes much more efficiently. I strongly urge that this facility be located at the 
NASA Ames facility in Sunnyvale. California. This project will provide 600 construction 
jobs, and over 200 skilled jobs once the facility is completed. NASA Ames has been 
operating wind turmels for 40 years, and no other site has the technical capability of 
Ames. Additionally, Silicon Valley, in tlic. heart of Santa Qara County and where Ames 
is located, has been particularly hard hit by defense downsizing. Since 1987 Santa Clara 
County has lost 60,000 defense-related jobs, and $1.5 billion in prime defense contracts. 
The wind tunnel project would provide a significant boost to the region's economy. 

Department of Labor .Tob Corps Centers 

The Department of Labor will be selecting sites for at least four new Job Corps 
centers this year, and depending upon funding, may choose sites for up to ten. A 
number of California's communities such as Fresno and San Francisco would benefit 
greatly from the services the Job Corps provides and are anxious to compete to be 
potential sites. Additionally, the Department of Labor has indicated that closed military 
facilities should be given consideration as possible sites for locating a center. I would be 
happy to work with Secretary Reich to identify potential sites in California for additional 
centers. 

Stanford Linear Accelerator (SLAO B-Factorv 

The Department of Energy is currently deciding where to locate a B Factory, 
either at SLAC at Stanford University in Palo Alto, California or at the Cornell Electric 
Storage Ring (CESR), in Ithaca, New York. There are compelling scientific, 
administrative, and economic reasons to demonstrate that Stanford is the best location 
for the development of this project. I urge you to support the placement of the B-
Factory in California. 
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Export Controls 

The export controls imposed on our nation's computer industry are outdated and 
hinder the industry's ability to compete globally. Our nation's computer industry is 
dependent on overseas markets, so we must ensure that our nation's export controls keep 
pace with our rapidly changing technology. It has been ten years since the definition of 
supercomputers has been examined and revised. Though the power of supercomputers 
has increased 100-fold during that period. We need to ensure that the U.S. government 
does not continue to require desk-top computers, which are readily available on the 
open-market, to meet strict security standards for supercomputers when foreign 
companies are not required to meet those standards for comparable products. 

I have written and spoken with Commerce Secretary Brown requesting that in the 
short-run, the Commerce Department make a modest change in the definition of 
supercomputers until Congress and the Administration can review this issue further 
(letter attached). Please support the redefinition of supercomputers with regard to 
export controls. 

Conclusion 

California needs the commitment of your Administration to quickly develop a 
strategy to revitalize the state's economy. I know that you understand the need to 
rebuild California's economy, but the time to begin the process is now. I look forward to 
working with you in the weeks and months ahead on these and other issues of concern to 
both of us. 

Sincerely yours. 

arme Feinstein 

Attachment 



DIANNE FEINSTEIN 
CALIFORNIA 

"Enited States Senate 
WASHINGTON. DC 20510-0504 

May 3, 1993 

The Honorable Ronald H, Brown 
United States Department of Commerce 
Herbert C. Hoover Building 
14th and Constitution Avenue, N.w. 
Room Jt5422 
Washington, D.C. 20230 

Dear Mr. Secretary: 

I am writing to express my concern about the current state 
of our export control system. With the demise of the Soviet 
Union and the rapid technological advances in the computer 
industry, the existing regulations on computer exports are, in my 
view, unnecessarily restrictive. 

Export control reform is a c r i t i c a l issue affecting many 
California companies. In particular, computer companies 
including Sun Microsystems, Hewlett-Packard, Apple, Silicon 
Graphics, Tandem and IBM, have expressed to me their strong 
concern about the Export Administration Act's definition of a 
"supercomputer." As you may already be aware, the current 
definition of a "supercomputer" is 195 million theoretical 
operations per second (Mtops). This definition is imprecise 
because i t captures such systems as work stations that operate at 
speeds that do not even come close to the levels of genuine 
supercomputers. Most work station systems, for instance, operate 
at rates below 1,000 Mtops. The state of the art supercomputers, 
on the other hand, operate at levels between 15,000 and 20,000 
Mtops. Hence, the current regime imposes many of the same 
restrictions and regulations on systems that have l i t t l e in 
common. This makes i t exceedingly d i f f i c u l t for many firms to 
sell their most competitive computers abroad. 

I am not asking that the export control system be 
eliminated. There remains a strong national security rationale 
for export controls. I would hope, however, that this system 
would take into account the computer industry's rapid rate of 
technological innovation. I f i t does not, we could significantly 
damage on^ of California's, and our nation's, most dynamic 
industries. 

I plan to introduce legislation to change the Export 
Administration Act's "supercomputer" definition. I believe that 
the definition should be indexed to the performance capability of 
Che industry's top supercomputers. In the interim, however, I 
would strongly urge the Administration to take the appropriate 
action to raise the definition as quickly as possible. I 
believe that even a modest increase in the definition would be 



beneficial, in the short-run, u n t i l Congress and the 
S n stration can further review and correct this Problem At a 
minimum, I would hope that the definition could be raised to a 
range between 650 and 750 Mtops to avoid capturing work stations, 
such a solution is essential to maintaining the competitiveness 
of the U.S. computer industry. 

I look forward to working with you on this and other matters 
in the future. I f you'have any questions or comments about my 
proposal, please feel free to contact me. 

cerely. 

einstein 
States Senator 

cc: Mr. 
Mr, 

William Perry 
Samuel R. Berger 

\ c f J ^ — -

/{/AXZ^ 
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T H E W H I T E H O U S E 

WAS H I NGTON 

MEMORANDUM FOR HOWARD PASTER 

ANTHONY LAKE 

SUBJECT: Inputs f o r Response to Senator Feinstein RE: 
C a l i f o r n i a Economy and Defense Conversion 

^ You requested NSC s t a f f recommendations f o r a response to Senator 
. Feinstein's l e t t e r at Tab A. The f o l l o w i n g d r a f t paragraphs are 
3 provided i n response to the f i r s t four n a t i o n a l s e c u r i t y related 
y items. 

^ " I appreciate your recent l e t t e r o u t l i n i n g s p e c i f i c proposals to 
a s s i s t i n r e b u i l d i n g C a l i f o r n i a ' s, economy. As you know from our 

^ d i s c u s s i o n s l a s t month i n Alameda, I am deeply committed to 
^ helping C a l i f o r n i a n s w i t h the tools required to r e v i t a l i z e t h e i r 

^ ^ ^ X i " l o c a l economies. I believe that our o v e r a l l defense conversion 
V ^ program and the defense base r e u t i l i z a t i o n plan are on the r i g h t 
- t r a c k i n accomplishing t h i s goal. The commitment t h a t Secretary 

Brown, Secretary Aspin, Depnty Secretary Perry and others i n my 
^ Ad m i n i s t r a t i o n bring to these programs w i l l work to help ensure 

^ (̂ \̂.̂  t h e i r success. ^ , 

^ \1 / \ 'Within our defense conversion program, worker assistance^ dnd 
base reuse funds are being focused where the need arises -- where 
workers are l a i d o f f and defense f a c i l i t i e s are being closed or 
•fealigned~>x Secretary Aspin's new c r i t e r i a f o r the Defense 
Accounting and Finance (DFAS) centers w i l l require s p e c i f i c \ y'*-;*-* 
consideration of the uae ̂ f dofonco aopota made mduiidanL by tim / 
•en^of t-he Cold War. T^cJ^^es dcTed m cLsuM, ^ Aju£fViA(eu4Z. 

"While defense cutbacks have adversely impacted the C a l i f o r n i a 
economy, the Bottom-Up Review that I have j u s t approved w i l l 
continue many e s s e n t i a l defense programs important t o C a l i f o r n i a 
and our nation, such as the F/A-18, C-17, and B-2 a i r c r a f t 
mentioned i n your l e t t e r . At the same time, we need t o continue 
to evaluate our defense i n f r a s t r u c t u r e needs t o support most 
e f f i c i e n t l y these forces, and for t h a t reason I believe i t i s 
important t o continue w i t h the Congressionally-directed defense 
base closure and realignment process i n 1995." 

RECOMMENDATION 

That you incorporate these comments i n t o the President's response 
t o Senator Feinstein. 

Attachment 
Tab A Lett e r from Senator Feinstein 



THE WHITE HOUSE 

W A S H I N G T O N 

August 23, 1993 

MEMORANDUM FOR WILL ITOH 

FROM: SUSAN BROPHY 
LEGISLATIVE AFFAIRS 

SUBJECT: Defense Related Issues 

Enclosed please find a copy of the letter that was sent to the 
President from Senator Dianne Feinstein (D-CA). 

The President has requested that he see and sign every letter 
going to Capitol H i l l . We did not want to fully answer the 
defense-related Issues addressed in the Senator's letter without 
advice from your department; therefore, I am requesting that yoior 
office draft a response and return i t to LeeAnn Inadomi (WH-East 
Wing) within 48 hours. She w i l l then print the letter in final 
form and have President Clinton sign the letter. 

Thank you very much for your assistance with this matter. I f you 
have any questions, please feel free to c a l l LeeAnn at 456-7500. 

Enclosure 



NATIONAL SECURITY COUNCIL 
WASHINGTON. D C. 20506 

September 8, 1993 

MEMORANDUM FOR LYNN DAVIS 
Department of State 

FRANK WISNER 
Department of Defense 

JOHN KELIHER 
Department of Energy 

CRAIG CHELLIS 
Central I n t e l l i g e n c e Agency 

MICHAEL RYAN 
Joi n t Chiefs of S t a f f 

THOMAS GRAHAM 

Arms Control and Disarmament Agency 

GORDON ADAMS 
Office of Management and Budget 

SUBJECT: L e g i s l a t i v e Strategy Group on Arms Control 
Meeting -- September 10.30 A.Mr—12.00 P.M. 

There w i l l be a meeting of the L e g i s l a t i v e Strategy Group, co-
chaired by Wendy Sherman, A s s i s t a n t Secretary of S t a t e ^ f o r 
L e g i s l a t i v e A f f a i r s , and me, on Tweedary, September-i4-, 10: 30-
i5-r-0^ i n Room 208 t o review oustandingl issues . The discussion 
w i l l focus on: / . • 

- - START I I / 

-- SSD/Early d e a c t i v a t i o n 

-- Chemical Weapons Convention 

-- Nuclear Testing 

-- 1980 Conventional Weapons Convention 

Agency p r i n c i p a l s should include a representative from t h e i r 
l e g i s l a t i v e o f f i c e s . 

'\ ^---^ l-^v - v:̂ . 
Robert G. B e l l 
Special Assistant to the President 

and Senior D i r e c t o r f o r Defense 
Policy and Arms Control 

cc: E l i s a Harris 
Don Gross 
Rose Gottemoeller 
Alan Kreczko 
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NATIONAL SECURITY COUNCIL 
WASHINGTON D C 20506 

September 8, 1993 

MEMORANDUM FOR̂ L̂YNN DAVIS 
Department of State 

^^ANK WISNER d - f " <^ ^•^^ 
Department of Defense 

JOHN KELIHER 
Department of Energy 

CRAIG CHELLIS 
Central I n t e l l i g e n c e Agency 

k^ICHAEL RYAN 
Joint Chiefs of Staff 

SUBJECT; 

THOMAS GRAHAM 
Arms Control and Disarmament Agency 

^ORDON ADAMS 
Office of Management and Budget 

Leg i s l a t i v e Strategy Group on Arms Control 
Meeting -- September 14, 10:30 A.M.-12:00 P.M. 

There w i l l be a meeting of the Leg i s l a t i v e Strategy Group, co-
chaired by Wendy Sherman, Assistant Secretary of State f o r 
Le g i s l a t i v e A f f a i r s , and me, on Tuesday, September 14, 10:30-
12:00 i n Room 208 to review oustanding issues. The discussion 
w i l l focus on: 

-- START I I 

-- SSD/Early deactivation 

-- Chemical Weapons Convention 

-- Nuclear Testing 

-- 1980 Conventional Weapons Convention 

Agency p r i n c i p a l s should include a representative from t h e i r 
L e gislative o f f i c e s . 

[005] 

>^/cc 

Robert G. B e l l 
Special Assistant to the President 

and Senior Director f o r Defense 
Policy and Arms Control 

Elis a Harris 
Don Gross 
Rose Gottemoeller 
Alan Kreczko 
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NATIONAL SECURITY COUNCIL 

WASHINGTON. D.C. 20506 

September 9, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: DANIEL PONEMA 

FROM: ELISA D. HARRI 

L 1 w n 

^lA^)^ 

0 
SUBJECT State Markup of Proposed Amendment t o S. 1298, 

National Defense A u t h o r i z a t i o n Act f o r FY 1994 

State's markup of a proposed amendment/to S. 1298, the National 
Defense A u t h o r i z a t i o n Act f o r FY 199Jf, was forwarded f o r review. 
The attached memo to Ron Peterson Lndicates t h a t the NSC supports 
e f f o r t s t o obtain changes t o the ^endment, based on concerns 
rais e d by State and other agencic 

Concurrences by; 

RECOMMENDATION 

Jeremy K9sner, Bob B e l ^ ' 

That you sign the memo at: Tab I 

Attachments 
Tab I Memo t o E'en Peterson 
Tab I I Incoming from OMB 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D C 20506 

MEMORANDUM FOR RONALD K. PETERSON 

FROM: WILLIAM H. ITOH 

SUBJECT: State Markup of Proposed Amendment t o S.1298, 
National Defense A u t h o r i z a t i o n Act f o r FY 1994 

NSC supports e f f o r t s t o obtain changes t o the proposed amendment, 
based on concerns rai s e d by State and other agencies. That view 
was relayed t e l e p h o n i c a l l y t o OMB on September 9, 1993. 
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4 P»WlltleiofIr4nbrIra<itomanufaotni« 
9 weapons. 

inAahninf the eâ  
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90 days afti the application of sanctions under this 

leciion. tht preeident shsll submit to the Committee 

on Foniipi ^Hona ami the Committee on Govem-

mentsl Afî re ̂  the Senate and the| Committae on 

V̂«Ign Asiirt of the House of l̂ resentatives a 

wport oo tĥ  atktui of eonsultatioas \iith the appit>-

priete goverjuneat under thie subsection, and the 

heals ftr MSX̂  determination under paiagraph (2) or 

ihat each govammsnt has taken epe. 

eific cojrectliile actions/'. 
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10 
OC. .^Ai . SANjCTIQNg A0AIN8T CSRTAO^ lOaSlON COUI^ 

Seotioa I66d |a amended*— 

(1) injeuheection (a)«» 

. fflftin rtB<iHifit'< II 11 |i'Miim'iii nf tihsir ilnJiTT 

-of 
anUnnsl wsayons'̂ ^ an̂  

(B) in peragreph (2), by i striking "sana­

tion" and inserting "sanctions"; 

(2) in Ma«!tioa (b), hy addisil at the ead the 
flowing niiw {paragraph: 

**(6) (̂ irsR aAXCWONS.—The iPresident shall 
i I 

apply the e ^ eanctSone deMnbedi in pangrephs 

(1) through (4) of section 1604(b), together with tha 

«soept4on described in subsection (d), iwith tespect to 

actiona of a government}"; and 

(3) ia sjibsbctaon (c)— 

(Â  hjf striking •*81AM0KON.̂ 1H sanction 

»«w*e<̂  to; in cubeeeUoh: (a)(8) ie" and insari* 

ine '̂ SajjciiOKS.—Tha sanetiens nferred to in 

lobsectî  ia)(2) are"; and 

(B)| byi adding at the ead the fbUowing new 
paragra^hsj 

"(8) U^NTAL OF MOST-rAVOAlSBi-KATION STA^ 

Tpf—Notwitjbet̂ ndlng any other prbviilon of Uw, 
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11 

the President may aoapend the epplioatioa of non-

discrimln̂ toty trade sgrsemant (ni>st'favored-nation 

statue) the eanorfcntd oountiy fbr such time ae 

the President so determines. 

"(4) \DkuauTio MLanoNfiL—The President 

ie urged ^ downgrade or eueiumH diptomatio 

tions beti^n the United Sutes and the govarnment 

«^o»s.'~^ht; x*reBld*uiL IM anihori*ed to suspend 

-pedal traise privileges which werelertcnded porsu-

eat to the f^eralised S j ^ s of Preferences or the 

Caribbean Issain Initiative. 

'*(8) ŴM*«NS10N OP TRADS kflUOlJtJNTg.— 

The Presidsnt is authorissd to suspsnd any trade 

•peement r̂lth the sanctioned eountiy. 
i 

"(7) ÊvbcAHONl op LlCB.VSi5 FOR SXPOHI 
i 

HATTOUL^The hruciesr Itegulatoiy 

Coomissiflî  ia anthodied te revokeiany Uoense fbr 

the ikport «jf t̂ uclear material pursuant to a nudear 

eocperation iagi«ement with the saiujuoned countiy; 

ACTION HSjOjlBDlN'O jĵ U^ 
WON.—CA)(i) tlia P^dent Is enthorised to nothy 

the gofvemm̂ t of a eanetioned country ef his intea-
tioa to suap^i ths suthority of foreign sir oarriers 

iOlS/olB 
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12 
0 ^ or ooatroUed ly ths govemxnent of that coun-

to ettgâ  in foreign air irajiejjortatlon to or 

from tha baited Statee. 

; "(«) I ̂  JVesident Is authorised to direct the 
8eoretaiy|ofiTrensportation to suspend at ths eatĵ  

eit posslbie 4ate the aathorfiy of any foreign air eâ  
riw owned br eontroUed, direcUy br lndirtctly» by 
tuat Bt̂ vtrtmont te angeee ia fox^gn air transpô  
tation to <ir from the United States, notwithetanding 
eny agreeijaeat relating to air serried. 

"(B)(i) the President may dirtjct the Seoretaiy 

of State t<| terminate aay air serviclB agiwment b^ 
tweea the jruî d Sutes and a sanctioned country in 
aeeordancelwî  the provisione of th^ agreement. 

"(ii) T̂ oh termination of aa s^ment under 

this eubpaittĝ ph, the Secrecaty of Transportation 

is autboriM d tj) Uke such steps as nay be neeessazy 

to revoke ait ths eariisst possible date the right of 

aay fbreigniaiil catrier owned, or eonUlled. directly 

or lndlrectl̂  liy the go«mment of that o«iintry to 

engage in f^re^ ^r traasporution to or fhwj the 

UaitedStatk I 

nay direct the Secretary at 
"trsnsporutioa to provide fbr suoh fictions tnm 
thU subseoti|m aa the Resident eonsiliers ueoessary 
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10 

to prô d|t fop emergencies io which the safety of an 

ihforafk 0̂  ii$ crew or passengers \i threatened. 

"(D)| Per purposes of this paragraph, the terms 
'aircraft*,! '•if ee«4ei', 'air transpobation', and 'for­
eign air icarrier* have the meanings given thoae 
tenns ia ieoliion lOl of the Pedenil Aviation Act of 
19S3 (49 b.$.C. 1801), 

"(9) iO^ft aAHcnoNaŵ TUj* President may 
H'i'̂  the ôsiicxionM described in section 1605(o) with 
reject to jeot̂ ons of § fbieign goverjmwnt.". 

11 •sc,_jM,wAiyai 
12 Section lebs is amended-* 

• (1) J«[ etriWag •̂ vaiver''each 
and iasejthî ' ln\m\\\\̂  mikfluaUou. and 
wai7ir";ai|d 

(2) \/i striidag "waive" each place it vpp̂ m 

ead inaertî  haodî  or waiva". 

IS tta.^jS7.ISR||DKA33CWOr$ANCTSQKB. 

» '^^I'lanlendedbylnseriing after section 1606 
20 thaM^nuî nffDirê tiant 

! i 

21 'W.lMaA.TXR^lAlIONOrtANCTlDNg.l 

» "BJteept as jotherwise provided in thiî  title, the sano-

23 tiona b , ^ ^ to HSiuViimm shaU apply 
24 tor a period of â  least B4 months fbUowin̂  the imposition 
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1 ^ '̂••wtionsaU Shan eease to apply t h e r ^ 

2 P>̂ deatdeû iines end certifies to the ^ 

••(1) I rê able intonaation inilicates that the 

»««ion4 person or govenmient has eeased to vio­
late thia iU; I and 

"(2) tte: Prcaident haa receiv̂  reliable assur-
enees Iro^ the sanctioned person or government 
that such person or govermnent wlU not. In the fb-
tore, violaie this Aot". 

1 Tlie Act iai amended by inserting afl(er section 1607 

2 the fbUowing ney«r section! 

3 *w.iec7A.itiJiittiu«,jacnnA^^ 
"The Presiieni i. authorised to praecribc such rules 

regulationa is the P«ddsnt may recp^ 
i this Act ". 

SwtJoa 180p î  amended hy adding at the end the 
âJJbWing new paijsgtjaphs; 

20 "(«) The tc^; *coods ur technologŷ  includes any 

21 lt«tao^thetg^tjlatiUBsUdontheNae^ea^^ 

22 ^*<«oa809b)|cftheNudearNbn^P«l^ 

23 of 1978. the Unlt^ SUtes Munitions List tesublieb̂ j in 

^ •^-'•^th.4r«.Kspo«Cont«l^, . , ,^^^^C^ 

p5 Anns, (a. defined in section 74(4) of the Ame Esport 
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15 
1 Control Aet) oi> aiv item that is eulsgW to lieeaaing by 
2 the Kuolesr Rê ulafjwy romnuoeioa. 

3 "(9) The t ^ •United 9tat«t̂  includes territories aad 

4 PoesessionB of tjhe United States snd the customs waters 

5 of the UaJUd |3tatss, as defined in section 401 of the 
6 imJMQt 19̂ 0(19Uj.C.1401J 

p̂onay 
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SEP 8 nto 

MEMORÂ iOUM FOR BLISA HARIRI8. NSO 

Promt Ml toh wal leretein, iDAiD for courttereret tf oration 

Subjectti DOO Position on |«iran-iraq Arms Non-i^reil f oration 
Afliendn^nts of iess.*> 

i 

The prieposvd bill would 4̂ ''i*'̂ 0̂ *̂ en mandatory 4nd d i serat lonary 
eanetlione againat roreioe pi»raona and for*ign !governments 
•• • I at Ing Iran pr irae a^aulire weapon* of maae devtruetlon. The 
DIM Would alao provida the: Praaldant with graatar fiaxibiiity by 
provicilng axoaptlona forjoartaln U.S. aovarnm^nt proouramant and 
human liter Ian aotlvltlaa.; While our view of ttie leglelatton le 
gonaraily faverabia, thaiDepartmont doaa haveithe fellowing 
reaeryatlonai 

Seotien 1004 paragraph^ (a) ahould bp amerided to readi 
"ProhlibitIpni if the President daterminee thai any paraon haa 
tranafierred er retranaferraid goode or tachnotOgy so as te 
oontriloute knewinsly andImatarlai ly to the efforts by Iran or 
Iraq (or any agenoy or liiiatruinantal Ity of a I ther such country) to 
devnitiB ar produnp ' fT'j I cenniiB IY Pf dostab i l i BI hp numbers 
and typee of aovanoed oMiivaht i ena I waapona or to acoulra wsapone 
Of wiasa daatruotlon or tho moans of their dsiivery, then... 

liha Dapartment wouidl prefer that all aanotlons undar aactlon 
iao4 be appllad at tha d}ao^atien of ths Prssldant. 

-laos^is ambiaeees i eui 
-f̂ d-OT-l|jiA«l̂ tory -

f I > 4 v a ^^st<^ sanot 
lid b/apiHIed 

ihg mŵ hiF er rv>tr-̂ e 
dl l ^ b t ̂ Htry.^'the . 

In P9^|)^eeotlo^^1S9C and 
tha disoratlon of tha Praaldant;^- ' 

Section lBoe(a) atl^uiataa that aaneticna •shall apply for a 
period of at laast 24 moethS.' The Oepartmant bslievaa that tho 
Presicient ehouid be glv«e the fla»lblllty to terminate sanctions 
earlier should ha estermine; that ths sanctioned psraon or 
govsrhment "has osasse t^ vilolato this act. ..and that such paraon 
or goVarnmsnt will not, |n the future* violate thle act." 
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