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Iraq’s battle for arms

S THE GULF WAR enters its eighth
year in mid-September, Iraq has become
the world’s biggest single market for arms.
Weighed down by an estimated $50 billion
foreign debt, a sizeable proportion of which
has been eaten up by the military, Iraq is
fighting a losing battle in trying to strike a
balance between rising defence spending and
falling oil prices.

The Washington-based Arms Control and
Disarmament Agency said recently that Iraq
imported about $24 billion worth of military
equipment during 1981-1985, making it the
world's number one arms importer.

In reaching the top of the pile, the Iragis
have displaced the traditionally biggest buyer

By Thalif Deen

of arms, Saudi Arabia, into second place.
The Saudis purchased a total of only about
$15 billion in weapons. .

The Iran-Iraq war has also accelerated the
arms race in the Gulf, with military spending
spiralling in the conservative, pro-Western
countries of the Gulf Co-operation Council
(GCC), namely Saudi Arabia, Kuwait,
Bahrain, Oman, Qatar and the United Arab
Emirates.

But Iraq is still way ahead of its rivals, and
according to ACDA, has been buying almost
four times as much as Iran. Iran’s estimated
arms purchases during 1981-1985 came (o
only $6-4 billion.

Currently, Iraq’s biggest single problem is
to meet an ever-widening gap between its oil
income and its military expenditure. Iraq’s
oil export earnings, which peaked at $26
billion in pre-war 1980, has plummeted to
a post-war $9 billion. The Iraqis. however,
are anticipating only about $8 billion in oil
income this year.

At the same time, Iraq’s military budget
has been going up from $4-7 billion in 1981
to an estimated $12-8 billion in 1985. The
projected figure for 1987 is even higher. The

Iraqis now spend more than $1 billion per
month on a war that shows no signs of

waning.

The Paris-based Le Monde has estimated
that since the Gulf War, French arms sales
to Iraq may be in the region of about $5-6
billion, plus an additional $4-7 billion on
civilian and commercial contracts. France
has been forced to reschedule its debts to give
the Iragis much-needed breathing space.

As a result of the mounting debts, the
French Government has- been forced to
ensure the military survival of the Iraqis
against the Iramians. If Iraq loses the war,
there is a strong possibility that France may
have to write off its debts.

French President Francois Mitterrand was
once quoted as saying that French assistance

was really aimed at keeping Iraq from losing -

the war.

Since 1977, France has contracted to sell
a total of 113 Mirage F-1 fighters to lraq.
The final batch of 29 F-1s was ordered in
September 1985 at a cost of more than $500
million, a part of which was paid for with
crude oil.

In November 1983 France loaned five
Super Etendard fighters armed with Exocet
missiles. The fighters, which reportedly were
used by Iraq against oil tankers in the Gulf,
were returned to France in September 1985.

As the second largest arms supplier to
Iraq, France has also provided the Iraqis with
helicopters, missiles, military vehicles and
artillery. The French have'supplied more
than 100 Exocet AM39 air-to-surface missiles
and at least 200 AS30 laser-guided missiles
jointly manufactured by Aérospatiale and
Thomson-CSF.

Soviet Union

However, the biggest single arms supplier
to Iraq is the Soviet Union, which since 1981
has provided more than $8 billion worth of
weapons. In its annual study Soviet Military
Power, the Pentagon said early this year that
while maintaining official neutrality in the
Gulf War, the Soviet Union provides
extensive military assistance to Iraq, and at
the same time, continues efforts to gain

leverage in Iran.

In early 1987, the Soviets delivered a
squadron of 24 MiG-29 Fulcrums to the
Iraqis. Considered the most advanced fighter
in the Soviet arsenal, the MiG-29 has been
provided to only two other non-Warsaw Pact
nations, namely Syria and India.

Following an estimated $2:5 billion arms
deal with the Soviets in 1984, the Iraqis have
taken delivery of unspecified quantities of
the sophisticated Su-25 Frogfoot ground-
attack aircraft. Irag reportedly is the first
country to acquire this aircraft outside the

Warsaw Pact, . X
As a long-time Soviet ally in the Middle

East, Iraq has been the beneficiary of large-
scale Soviet military assistance. Since 1972,
the two countries have been linked politically
and militarily by a Treaty of Friendship and _
Co-operation.

Caught in the throes of a financial crisis,
the Iraqis have been increasingly turning to
the Soviets for arms because of the easy
payment terms and the low interest loans
offered by Moscow.

In May, for example, there were reports
that Iraq was negotiating an estimated $3
billion deal with France for the purchase of

* 60 Mirage 2000 fighters, with an additional

$3 billion worth of helicopters and radars.
i1ne dOviels apparently outsmarted tne

French with better terms and little or no cash
payments on a similar arms deal.

Currently, the Iraqis may owe as much as
between $8 billion and $10 billion in military
debts to the Soviets. However, unlike France,
the Soviet Union also has a heavy political
investment in Iraq. Being a steadfast ally, the
Soviets have no intention of losing the Iragis
to the Western world.

Irag’s other sources for arms include Italy,
China, West Germany, Brazil, Eastern
Europe and Egypt. But with oil production
and oil earnings continuing to shrink because
of a never-ending war, the Iraqis will be
compelled to increase their dependency both
on Soviet generosity and Soviet-made
weapons. . L o
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plosives division of Gechem SA, Belgium's
largest powder maker, known in the indus-
try as PRB.

“He was introduced to us as wealthy
and important,” says a PRB executive,
Lucien Pary. A year later, Mr. Schmitz
. came back with firm orders in hand, and
PRB says it didn't question the origin of
the business. "*He came out with contracts
for Greece—European countries and cli-
ents that we knew,”” says Mr. Pary.

Mr. Schmitz observes that munitions
makers-seldom ask questions. **Normally,
they are selling to countries they are al-
tfowed to sell to. But you never discuss it
with them. They want to know who is the
direct buyer, and that is all. But in their
own mind, they must know where the de-
mand comes from.”

PRB pulled out of the deal with Mr.
Schmitz only when it noticed telex mes-
sages suggesting that Bank Melli Iran was
handling the payments. PRB immediately
got cold feet, Mr. Pary says. ~Before, we
didn't have any proof ' that the transaction
was with Iran, he adds. Consequently, in
the summer of 1985, PRB bought its way
out of the contract for $250,000. The Bel-
gian parliament is investigating PRB fora
possible breach of arms-trading laws, but
the company denies that it did anything
wrong.

For Mr. Schmitz, losing suppliers was
almost routine, but he developed wide-
ranging contacts that kept his supply net-
work running. Order books seized from
Scandinavian Commodity by Swedish au-
thorities show that he constantly shuffled:
his suppliers and their products, partly to
expedite the flow of materiei to Iran.

The continual shifting was made easiert
by the close ties among explosives makers.

European dealers have found that the best

way to organize the flow of munitions to-

Iran is through cooperation. The powder
makers are a close-knit group that has met

regularly since 1977 under the auspices of ,

the Paris-based European Association for
the Study of Safety Problems in the Pro-
duction of Propellant Powder, an organiza-
tion that is long on name and big on se-
crecy. Its telephone number is unlisted,
and its membership list isn't available.
Munitions salesmen who have attended
meetings of the association say that the
group's original purpose of discussing mu-
tua) safety-concerns has long been eclipsed
by business cooperation. Over the past five
years, the meetings have evolved into dis-

cussions of how to parcel out and price the
huge orders flowing into Europe from
Iran. :

By sharing the business among them-
selves, the explosives makers have
avoided disruptive increases in their pro-
duction capacity and taken advantage of
Western nations’ liberal rules about arms
trading among themselves. The associa-
tion’s activities prompted Swedish authori-
ties to begin an inquiry in May to deter-
mine whether the group is an illegal cartel,
and the European Community’'s antitrust
directorate is also looking into the mat-
ter. .

Munitions makers defend the system.
*You get a large order, and you can't fill
it—you've got other customers, other obli-
gations,” explains PRB's Mr. Pary. “So
you send out telexes to ask who else can
help you fill it. It happens every day.
There’s nothing so unusual about it."”

Tirrena’s president, Vittorio Amadast,
speaking about the portion of his com-
pany's contract for artillery powder that it
filled before the order was suspended,
says, ‘‘We imported it legally. We paid
customs and we shipped it out along with
products from other European sup-
pliers.”

In part because of evidence uncovered
by the Swedish customs department, inves-
tigations of illicit arms or munitions sales
to Iran now have been started in at least
a dozen countries. Many of those in Europe
center on deals that Mr. Schmitz arranged
or was involved with. In Sweden, both Mr.
Schmitz and Mats Lundberg, a Nobel offi-
cial, have been formally charged with vio-
lating export laws, and each faces up to six
years in prison. Both deny that they are
guilty of any crimes.

In Belgium, customs and police investi-
gators are looking at a number of PRB
transactions, although the company also
denies wrongdoing. Dutch prosecutors are
considering a case against Muiden Chemia,
on which the company won’t comment.™

But selling to Iran has become a matter.
of survival for much of Europe's arms in-
dustry. Hit by falling oil revenues and bal-.
ance-of-payments difficulties, Europé’s.
traditional arms markets in the Mideast,
Africa and Latin America are drying up.
The giant French arms industry, for exam-
ple, which employs some 300,000 people

and had revenue last year of about $16.3.

billion, is considering layoffs in the facg_o}

lower export orders. .
*“The golden age of the arms industry’is.
drawing to a close,” one French parlia-
mentary report said. T
In Belgium, PRB last year registered a
loss on continuing operations of about
three billion Belgian francs ($79.7 millignZ,
And arms dealers in other countries say
jobs and other economic factors have be-_
come important considerations when they
decide which contracts they will sign..” °
“‘We are business people,” says PRRE's,
Mr. Pary. “The governments are going-to-
have to decide whether or not they want an’
arms industry. We can’t continue to work
like this.” L
But for government officials in coum-
tries where the arms industry is abouf as-
popular as the gulf war, the arms tradeis.
presenting an overwhelming management
problem. Andre Bourgeois, a member of .
the Belgian House of Representatives whe
is the president of a special investigatioh
into the Belgian role in shipments, says he
has little idea where it all will lead. “All
we have discovered so far is that we've got
plenty of bureaucrats,” he says, ‘'but not
much coordination among the various agd-.
ministrations that are trying to regulate
the arms trade.” .

But it is clear that this is an industry
with close connections to national sover-
eignty and foreign policy, jobs and na-
tional defense. And for the people wha
work in the industry every day, the ever:
changing restrictions against them are tgo
much to deal with. .

Belgium's Zeebrugge port, which is
used for transport of much of Europe's le-
gitimate arms trade, is also the focus. of
some of the illegitimate trade. There)
whether the boats are loaded with arms-for
U.S. barracks in West Germany or on their
way from France to Iran, it is all in-a-
day's work.

“It’'s got to come from somewhere,””
says Andre Braet, the president of Tran-
sammo NV, a company that specializes-in
loading explosive cargos in Zeebrugge.
“The rest is hypocrisy.” .

ALSO CONTRIBUTING TO THIS STORY WERE
ES. BROWNING IN Paris,

JOHN CARR IN ATHENS,

LAURA COLBY IN ROME,

MicHAEL T. KINNICUTT IN MILAN

AND MAGARET STUDER IN ZURICH
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SENATE
Mesets at 10 a.m.
Committees:

Commerce, Sclence and
Transportation—9:30 a.m. Open.
Business meeting to ider pending
business. 253 Rum% Buikding.
Environment and Public Works—9 a.m.
Open. Environmental protection subc. On
legisiation to amend the Clesn Alr Act. 406

Legisiation

the Persian Gulf. 419 DOB.

Forelgn Relations—3 p.m. Closed.
Wastern Hemisphere and Peace Corps
subc. On Costa Rican peace initiative.

S-116 Capitol.

Governmental Attaire—9:30 a.m, Open.
Nucl. Prot. and Safety Act. 342 DOB.
Iindian Aftairs—2 '*4?5%3 Mark up
pending legisiation. N
Judld'l‘ry—m a.m. Open. Constitution
subc. Handgun legislation. 226 DOB.

res. and foreign agri. subc. Hearing to
review the role of local govts. in the
regulation of pesticides. 1300 Longworth
House Office Building.

Education snd Labor—9 a.m. Open.
Health and safety subc. Oversight hrng. on
the Mine Safety and Heaith Act. 2257
Raybum House Office Building. -
Energy and Commerce—9:30 a.m. Open.
Transport., tourism and hazaed mat'ls.
subc, Hmg. to the falsification
of drug testing results at DOT and to review
DOT's drug and aicohol testing progsam for
raiiroad employes. 2322 RHOB.

Energy and Commerce— 10 a.m. Open.
Full comte. Mark up Medicare Catastrophic
Protection Act 87 and NPR Elk Hills
propane/butane sales. 2123 RHOB.
Formign Affairs-—-10 a.m. Closed. Full
comte. Hmg. on the military situation in the*
Persian Guif. Defense Secretary Caspar
Weinberger. 2172 RHOB.

Foreign Affairs—1 p.m. Open. Intl. econ.
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Conference room adjacent to 2154 RHOB.
Government Operations—10 a.m. Open.
Full comte. Business meeting to consider
draft Investigative reports. 2154 RHOB.
House Administration— 10 a.m. Qpen.
Elections subc. Hrng. on campalgn finance
reform. 1302 LHOB.

interior and Insular Affairs—10 a.m.
Open. Natl, parks and pub. land subc.
Mark-up to smend boundaries of Stones
River Nat. Battiefield, Tenn. 23598 .:IHOB.
Judiclary—9 a.m. Open. immig,, refugees
and intl, law subc. Mark-up to provide GAO
invest. and report on conditions of
dispiaced Salvadorans and Nicaraguans and
naturaiization amends. of 1987, B-352
RHOB.

Judiciary—2:30 p.m. Open. Criminal
justice subc, Oversight hmg. on sentencing
guidelines. 2237 RHOB.

Rules—10:30 a.m. Open. Full comte.
Hrng. on Dept. of Justice auth. act for
FY88, Coast Guard auth. 87 and building

Democratic Policy—Noon. Closed.

pol. and trade subc. Joint meeting with

and construction induatry labor law

Luncheon mesting. $-211 Cap. Africa subc. Qversight hrmg. on the amends, 87. H-313 Capitol.
Republican Policy—12:30 p.m. Closed. Eoontation of e comrenanive Smail Business—3:30 a.m, Open. Ful
Luncheon meating, President Reagan will anti-apartheid law of 1986 and an comte, Hrng. on heaith insurance coverage
attend. $-207 Cap. assessment of recent South Africa political for small business. 2359A RHOB.
and economic deveiop. 2172 RHOB. Ways and Means—1 p.m. Open. Health

HOUSE Government Operations—9:30 a.m. subc. Mark up legis. praviding for coverage
Meets at noon. Open. Intergov'l. rel. and human res. subc. of outpatient prescription drugs under
Committees:

Agriculture—10 a.m. Open. Dept. oper.,

Business maeting to consider draft report.

Medicare. 1129 LHOB.

SUPERPOWER. . . CONTINUED

U.N. as a panacea for world problems. of
bringing an end to the era of power politics, he
could be forgiven because the U.N. did not yet
exist. .
Forty years later, one cannot be forgiven.
What exactly do Pell, Dukakis and the Demo-
crats have in mind? Perhaps they think of the
U.N. as some independent world actor. Jeane
Kirkpatrick, who spent some time there, had a
crisper view. She called it a “Turkish bath™
where the Third World can let off steam, de-
nounce the West, air resentments and demand
transfers of wealth. Its principal achievement
is to generate a billion pages of paper every
year. This U.N. is not even able to field peace-
keeping forces in precisely the areas, like the
Sinai, where they are most needed. When
Egypt and Israel signed a peace treaty that ef-
fectively ended the possibility of a major war
in the Middle East, the U.N. called its peace-
keepers home, since this was not a peace that it approved. The
U.S. had to field a makeshift substitute force. This U.N. is hardly
capable of any action. It is certainly not going to do the West's
dirty work in the Persian Gulf.

What about the Security Council? If Pell really wants the Se-
curity Council to protect the guif, what he means is for the US.,
Britain, France, China and the Soviet Union to act together. But
this is absurd. China, for example, is supplying Iran with the
very missiles it would use to target any peacekeeping flotiila.
And even if united action were possible, it would not be desir-
able. What the “U.N. route” really means, after all the disguises
are removed, is that the U.S. should act in the guif only with the
permission not just of allies but also of the Soviet Union. This
amounts to ending Western control of the gulf, which the British
maintained for a century and which the United States has been
keeping for the past 15 years, and turning it over to a joint part-
nership with the Soviet Union. Because of what? Because in an
accidental attack one Iraqi plane hit one American ship that was
asleep in a war zone.

To invite the Soviets to share the responsibility, and thus the

rewards. of controlling the Persian Gulf would
amount to the most astonishing voluntary ab-
dication.of a Western position in the postwar
world. At least when the British ran out on
their responsibilities in the gulf in 1971, they
turned it over to an ally. But now Pell and oth-
ers would like to offer the Soviets. who have
been lusting for the gulf since Romanov days.
a share of it. Gratis.

But the Democrats are not alone. Among
the others warming to this idea is Howard
Baker. “It's a unique arrangement that the
Kuwaitis chose to invite both the United
States and the Soviet Union to share the re-
sponsibility for assuring the passage of oil
tankers to the Persian Gulf,” he offered.
“That's a real first . . . I think it is clearly nota
bad thing.” If this was an off-the-cuff remark.
it shows an amazing lack of seriousness by the
vaunted new Administration team. And if
what Baker enunciated was a decided change in American poli-
cy, it constitutes a far-reaching and gratuitous American_
capitulation.

Have the Democrats or the Administration thought through
the implications of a “U.N. action" or of cooperation with the
Soviets? One suspects they have. Congress is obsessed that the
Persian Gulf may be a new Gulf of Tonkin. The Administration
is obsessed that it may be a new Lebanon. Everybody is looking
for a way out.

But if the United States is not going to defend its allies and
interests in the Persian Guif, then where? The gulf is the one
area declared by the last Democratic President to be such a vital
American interest that he pledged—this is the Carter Doc-
trine—American military action, if necessary, to secure the gulf.

Those advocating retreat, in its various camouflages.
ought not to be debating whether our defense budget should be
$303 billion or $289 billion. Thirty billion ought to be quite
enough to majntain all that their foreign policy would require: a
few nuclear fmissiles and a Coast Guard to patrol the Florida
Keys. —By Charles Krauthammer
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One way to arms-control
unity: Twist allied arms

PIERRE HASSNER on why U.S. shouldn’t shrug off criticisms

B “When two elephants fight, the grass
gets trampled,” an Asian proverb says.
Lee Kuan Yew, the Prime Minister of
Singapore, has added: “When two ele-
phants make love, the grass gets tram-
pled, too.” The Third World aphorisms
apply sharply today to the love-hate
relationship of the superpowers and
their approach. to Europe.

They apply most sharply to the de-
bate over arms control. Americans are
puzzled and irritated by the Europeans,
accusing them of never being satisfied
and of not knowing what they want.

Europeans fear either collision or collu-
sion between Washington and Moscow
and worry about American reckless-
ness in pursuit of either the cold war or
détente. Both sides may have a point.
If not schizophrenic, Europeans are
at least ambivalent on three basic is-
sues: The presence of U.S. nuclear
weapons on their soil, relations with
the Soviet Union and the firmness of

American leadership. On all three, -

Americans would do better to seek the
cause of Europe’s anxieties than to
shrug them off as evidence of Euro-
neutralism. Americans now say, for ex-
ample, that Western Europe first resist-
ed the deployment of U.S. missiles and
now resists their removal. The Ameri-
cans overlook a simple but essential
fact: It is not the Europeans who have
changed their minds; it is the Ameri-
cans who have changed sides between
two opposing European camps. From
1981 to 1983, it was the peace move-
ment—the German Greens Party, Ger-
man and British Socialist parties and a
large body of public opinion—that op-
posed deployment of U.S. Pershing 2
and cruise missiles. These groups now
support withdrawal of the muissiles,
which the U.S. and Soviet Unien are
moving toward, as well as a denuclear-
ized zone in Central Europe. It was the
governments of Helmut
Kohl, Margaret Thatcher
and Frangois Mitterrand
that, at political risk, sup-
ported missile deployment.
Rightly or wrongly, these
leaders believed—and still
believe—that European secu-
rity requires the presence of
American missiles, prefera-
bly those that can reach So-
viet territory.

Today, with the shifting
American position, the Rea-
gan administration’s allies on
arms control thus are those
who have opposed the Ameri-
can presence in Europe and
attacked all American admin-
istrations, particularly the
present one. America’s tradi-
tional allies are now the most
worried, critical or reluctant.
/ The change of alignments
should be of special concern
to Americans because it is in
great part a product of U.S.
vacillations—sometimes within the,
same administration—that are wider
than those of the Europeans.
Reversing the argument
The Reagan administration rejected
the Geneva *“walk in the woods™ for-
mula for arms control, developed by its
own negotiator in 1982, because it in-
sisted that Pershing 2s were indispens-
able. It was deeply suspicious of Euro-
pean proposals for compromise. Now it
has turned, claiming that Europe’s spe-
cial security needs can be met by F-111
fighter planes, which it once said couid
not penetrate Soviet defenses, and bat-
tlefield nuclear weapons, which it once
deemed destabilizing.
President Reagan administered a
deeper shock with his Star Wars speech

in March, 1983, and its condemnation
of nuclear deterrence. It came just as
West European governments were en-
joying their hard-won victory in favor
of nuclear deployments. The last straw
and the ultimate shock came from the
Reykjavik summit last October, which
raised the prospect of abolishing all nu-
clear missiles within 10 years and was
accompanied by Secretary of State
George Shultz’s paean to the superior-
ity of conventional deterrence. Europe-
ans could not have been more shocked
if the Pope had appeared on the baico-
ny of St. Peter’s to proclaim that he did
not believe in God, then corrected him-
self the next day to say that he was only
converting to Islam.

Not many Europeans share President
Reagan’s belief in the possibility of
making nuclear weapons “‘impotent
and obsolete,” let alone abolishing them
altogether. But the prospect of remov-
ing nuclear weapons from Europe—the
objective of the Soviet Union and the
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peace movement—is less unrealistic.
American enthusiasm for non-nuclear
response to Soviet attack, and for mak-
ing Europe the first showplace of arms
control, seems to indicate that stripping
Central Europe of nuclear arms is not
anathema to the United States. The
question is whether the approach is
compatible with NATO’s strategy of
flexible response—that is, the ability to
go nuclear to prevent defeat—and, in
the long run, with the presence of
American troops in Europe. It clearly is
not compatible with present doctrine of
the North Atlantic Treaty Organiza-
tion, as official American warnings
against the arguments of the European
left paradoxically continue to point out.
Who keeps the peace?

Europeans have their own differ-
ences and ambivalence about arms con-
trol. Their internal contradictions limit
their coherence in the debate. But
many share the sense that the presence
of the superpowers and their nuclear
weapons must have something to do
with the current unprecedented period
of European peace and prosperity.
There is also a widespread feeling that
balances of conventional power, even if
technically attainable, are no more ca-
pable of keeping the peace now than
they were in 1914 or 1939. Hence the
conviction that the greatest danger of

_nuclear war could come precisely when
“the Continent seemed safe for a con-

ventional war. Hence the gamble on
nuclear deterrence.

The Europeans want to be protected
militarily by the United States. but at
the same time’ they want to be political-
ly independeni from it. Europeans do
not doubt the basic American commit-
ment to the Continent. But they feel
that Washington's increasing emphasis
on conventional weapons means that
European nations and their territories
are less and less equated with the U.S.
itself—to be protected by nuclear deter-
rence—and more and more regarded
like distant allies such as South Korea.
Gorbachev’s dominao proposals

Both West German and French un-
derstanding of European security inter-
ests in arms control appears superior to
current American arguments. Impa-
tient Americans claim simultaneously
that the “double-zero option™ on inter-
mediate-range weapons is important as
a first step in verifiable arms reduction
and that it does not change the Europe-
an situation, since many U.S. weapons
would remain to protect the Continent.
Both arguments may be true in the
short run. They are incompatible in the
fong run.
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