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Export Control Operations - Industry Outreach
Building Confidence with Industry - Challenges and Options
Ladies and Gentlemen,

Let me first of all thank you for inviting me to this seminar to elaborate on Swedish experiences in working with export controls and how Sweden manages these issues.

In connection with our recent ten year anniversary as an independent agency (subordinated to the Ministry for Foreign Affairs), we brought forward our vision of how to handle these questions:
A responsible control of strategic items (military equipment and dual-use products) – that is our contribution to a safer world.

The international community today is confronted by various new threats.  The risks of dirty bombs, components of weapons of mass destruction (WMDs) being spread without efficient controls, regional conflicts or internal suppression are real in many countries. International organized crime and terrorism are other issues that come to my mind when we are looking into cooperative efforts to combat these transnational problems. 

An efficient export control system is one important method to meet these threats.  But it is not only important to control the export of military equipment.  With the new threats it is also important to acknowledge the export of dual-use products, such as encryption equipment, IR cameras, composites, microorganisms, chemicals, pumps or navigation equipment.  Normally, exports of such products are accepted.  But it is necessary to monitor the end-user.  Is there a risk of a hidden agenda to develop WMDs?  Or is there a risk that the equipment will be diverted to such actors? 

Apparently harmless products can be of strategic importance and we do not want Swedish products to end up in the wrong hands where they might be used in an aggressive way or for internal suppression.

During my presentation today, I will focus on export controls related to arms exports.  (Slide 1)

EU states are individually responsible for passing and implementing national legislation to regulate arms exports; although EU states continue to hold discussions and raise concerns regarding implementation of such regulations.  

Export controls of dual-use goods, on the other hand, have been regulated through a common EU-regulation since the year 2000.

Ladies and Gentlemen,  

What constitutes an efficient and responsible export control system?

Based on our Swedish experiences – a small country with 9 million inhabitants, a defence industry far more capable than might be expected due to our history – being a non-aligned country, I would like to emphasize the need for a transparent dialogue both domestically and internationally, not only government to government but also to maintain a responsible dialogue with the defence industry. As industries become more transnational, the actions of a company no longer is only a concern of a single nation but of all nations where the particular defense industry has a production site.
The Swedish Experience

Domestically, it is necessary to have clear and comprehensive legislation covering export of dual-use items as well as conventional arms.  
It is equally important that the legislation is well understood and well-known for all parties involved, i.e. agencies, different ministries and defense industries.

According to Swedish civil legislation a company has to consider a number of issues, such as shareholders’ demands, priciples how to announce proposals of dividends in accordance with the annual report, rate of competitiveness compared to other industries, annual taxes and audit reports. There are regulations, which industry thoroughly has to comply with, including information on company acquisitions.
The same is true for the defense industry (Slides 2 – 3).  Information can be obtained from their annual reports. A few examples are shown on these slides. 

Furthermore, industry must know what batch went where, in particular when requests on spare parts are put forward. This is because of minor changes, which always take place over time re. components. 

But a country also needs clear legislation with reference to arms exports.  Such legislation creates clear political responsibility.

In Sweden we have chosen to have a prohibitive legislation, meaning that all exports are prohibited but exemptions can be made.  (Slide 4)  

A company that wants to be involved in production or sales of military equipment must be authorized to do so.  Such an authorization is issued by the ISP, the Swedish Inspectorate of Strategic Products.  

Before an export deal can be concluded, the company has to request an export license from the ISP.  Before an export license is approved and issued, the company has to provide the ISP with an end-user declaration, containing information that the defense system will not be re-exported unless there is prior approval by Swedish authorities.

The legislation also contains provisions regarding the obligation to report to the ISP by the end of January what the company has invoiced and delivered (exported) to another country in terms of military equipment during the previous year.  In other words, a defense company is very well aware of what it has to report, given that clear requirements have been put forward.

In order to comply with the legislation, companies meet with the ISP 
on a regular basis (Slide 5).  
Consultation with the ISP is free, but it is in the companies’ interest to clarify at an early stage whether a potential export is possible or not, as money spent on marketing affects the entire company.  Dialogue between ISP and companies is also in the interest of ISP and Sweden as a whole because if ISP denies a license after the expectation of a sale has been created, this could jeopardize our relations with the intended recipient. 

In other words, we may have a situation that Sweden may approve exports of certain types of equipment, while others could be denied. Under such circumstances, we would be better off not bringing such a dialogue too far as a negative response could hurt our bilateral relations.

This slide also shows the decision-making process within the ISP.  

This system requires a clear political will to deal with these complex issues. 
Ladies and Gentlemen,

Following the General Elections every 4th year, parliamentarians, nominated by their political parties, are appointed by the Cabinet as an advisory body to assist the Director General.  This advisory body is called the Export Control Council. (Slide 6)
The Export Control Council consists of ten members or former members of Parliament, representing all political parties having seats in the Swedish Riksdag. 

Responsible for decisions on arms exports is the Director General of ISP.  The Director General is authorized by the Swedish Cabinet to take all decisions on arms exports, which previously (before 1996) rested with the Minister for Foreign Affairs and Trade, within the Cabinet. 

Exports to countries where Sweden previously has not been that involved require an in-depth analysis.  Matters that are brought forward to the Council include specific destinations of concern or types of defense equipment previously not exported to the particular countries.

Prior to a decision, the ISP seeks a recommendation from the Export Control Council.

The Council meets once a month and is chaired by the Director General.  The meeting includes an initial briefing by the ISP rapporteur regarding the actual case, previous engagements within the buying country and international comparisons (competitors, standard of present technology, views on EU arms exports policy to the destination).

The Ministry for Foreign Affairs reports on the specific country’s internal and external relations and provides an economic overview as well as information on issues related to democracy or the human rights situation in the country.

The briefing also contains comments from the Ministry of Defense regarding the role of the equipment, whether this type of technology  is valuable for the Swedish armed forces and whether permitting export would enable an important industry or technology to remain in Sweden (thus preventing future dependence on a foreign supplier). 

Of major importance in our prohibitive legislation are the guidelines by which we have to comply. 

According to the guidelines, an export could be approved if it is:

1. necessary to provide the Swedish armed forces with equipment or knowledge or is desirable from a national security point of view, and 

2. not contradictory to the principles and goals of Swedish foreign policy.

Before making a decision, the ISP and the Director General have to assess all facts in the particular case.  During the deliberations there may be parts of the guidelines advocating not to export equipment, while others support an export.

Following these briefings, the Parliamentarians ask additional questions or present their views on the actual issue whether to recommend or deny an export to the specific country. 

Prior to the decision, the Export Control Council has had the opportunity to give its recommendations to the Director General, thus clarifying that in the future the company can expect permission to export this particular defense system to this country, as long as the situation in the recipient country does not deteriorate substantially.
Such an approval by the Director General following these deliberations contains a political signal. 
On the other hand, a negative recommendation by the Export Control Council gives support to the Director General when a company is informed that the request was turned down.  A negative decision has been considered not only by the Director General but that decision was supported by the ECC.

Such a negative decision will also be communicated to EU member states in accordance with the European Code of Conduct on arms exports.

Issues related to arms control and export controls can never be successful if a nation is working all by itself.  These issues need to be transparent and a nation must be prepared to answer questions on exports and the reasons why exports are being approved or denied to specific countries, where, for instance, human rights are being violated or a specific nation is aggressive and supports the training of terror organizations.

Internationally, in order to maintain responsible export controls, countries need to cooperate.  To be able to establish a solid export control system requires a close dialogue with other countries.  Thus, a transparent system may be developed.

Sweden, as a member of the European Union, supports the work carried out by the new member states as well as by the candidate countries.

The EU Code of Conduct on Arms Exports (Slide 7), 
established in 1998, contains eight criteria which EU Member States are to consider before granting exports to another country. 

The Code sets minimum requirements in arms transfers, preventing exports to countries, where they can be used for internal aggression, for international aggression or destabilizing a regional situation. The Code rests within the framework of the EU CFSP, hence promoting convergence in views. 
Complying with the principles of the EU Code of Conduct is an important step in establishing a coherent export control system.

By maintaining close contacts with the EU Member States (Slide 8) as well as with countries that are members of different multilateral regimes, such as the Wassenaar Arrangement, the Missile Technology Control Regime, the Australia Group or the Nuclear’s Suppliers Group, a solid foundation for a responsible export control system will be laid. On this slide you can see where Sweden participates internationally.
An efficient and responsible export control system is vital in order to maintain peace and stability.

An efficient export control system, or even prohibitive legislation, does not contradict the right exercised by each nation to shape its own defence and security policy according to the UN Charter.  It does not even contradict the right to export military equipment, should all applicable conditions be fulfilled.

Having prohibitive legislation, Sweden and the ISP make exemptions, that is grant export licenses.  At the end of March 2006, the statistics on exports from 2005 were released.  (Slide 9) 
The exports rose by 18% from 2004 to 2005.  Approximately, 2/3 of all exports go to the EU (including Norway and Switzerland).
Including exports to countries with which we have close cooperation, such as the US and South Africa, the total exceeds 90% of all Swedish exports. On this slide (Slide 10) you can also note the five leading recipient nations of Swedish military equipment during the previous three years.
Ladies and gentlemen,

To establish a responsible export control system requires dialogue with other countries; political will to provide transparency and to comply with agreements decided in multilateral control regimes; and to apply the values established in the EU Code of Conduct on arms export.  This does not mean that all exports are prohibited.  Sweden and the European Union as well as the United Nations fully acknowledge the right of each country to establish its own way of life and determine how to shape its own foreign, defense and security policies. 

But I wish to underline the urgent principle that potential exports should not end up in regions, where they can be used for internal suppression or providing support for international aggression or in countries supporting international terrorism. Furthermore, an acquiring country must guarantee that the purchased equipment will not be re-exported, without a prior written approval by Swedish authorities. 

The world today has in many ways changed to the better, which has enabled Swedish exports to countries like Hungary and the Czech Republic.  Both countries are now equipped with the JAS 39 Gripen system.  Such an export was not possible 15 years ago.

Open communication with the media is another aspect of transparency.  Of course it is necessary to protect business proprietary information and national security information, such as the capabilities of a defense system.  However, we share other information with the media and allow it the opportunity to discuss, criticize or scrutinize what decision-makers have done.  This has substantially reduced the debate in Sweden.

To us it is important to know that a recipient country does not violate human rights and supports the development of democratic structures within the country.

An efficient export control system is an important cornerstone for maintaining peace and security.  That mission can not be exercised alone. (Slide 11)
Let it be the contribution of all nations to maintain responsible and efficient export controls in order to develop a safer world. 

Ladies and gentlemen, thank you for your attention. 
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