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NEW PROPOSALS TO EXPAND IRAQI OIL FOR
FOOD: THE END OF SANCTIONS?

WEDNESDAY, MARCH 17, 1999

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committees met jointly, pursuant to notice, at 10:17 a.m., in
room SD-419, Dirksen Senate Office Building, Hon. Jesse Helms
(chairman of the Committee on Foreign Relations) and Hon. Frank
H. Murkowski (chairman of the Committee on Energy and Natural
Resources) presiding.

Chairman HELMS. The committee will come to order.

We have a practice here, Senator Murkowski, that if I am late
Joe Biden waits for me. If his train is late, as it must be this morn-
ing, I get permission to go ahead.

Chairman MURKOWSKI. All right.

Chairman HELMS. Good morning. As a quick preface to the open-
ing statement, I think I should mention that this is the first time
members of the Foreign Relations Committee have heard from Sec-
retary Richardson since the revelations of Chinese spying at Los
Alamos National Laboratory. The Energy Committee heard from
the Secretary on this matter in hearings yesterday.

However, Senator Murkowski and I have invited Secretary Rich-
ardson here this morning to talk about Iraq, and that is what I in-
tend to do. As always, my colleagues are free to go anywhere they
wish in statements and questioning. I hope we will have an oppor-
tunity in the near future to air our concerns about Red Chinese es-
pionage in a hearing on that matter. But for today, insofar as the
cha}ilrman is concerned, the subject is Iraq and I will try to stay
with it.

Now then, Mr. Secretary or Under Secretary and Mr. Secretary,
I know that Chairman Murkowski joins me in welcoming you.
Maybe he has already done that, and if I did not have a couple of
bum knees I would have been down there shaking your hands and
welcoming you here this morning.

A bit of clarification: This hearing is about the ongoing military
actions in Iraq, not a hearing on anything else. We can get to that
information in questioning on another day, on another occasion.

In the interest of truth in advertising, it should be made clear
from the outset that I do not think much of this United Nations
Oil for Food Program for Iraq, and that is the reason I was happy
to join Senator Murkowski in this hearing. I did not like the U.N.
Security Council Resolution 986 which began the program in 1995
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and I was one of the Senators strongly objecting to the successor
to Resolution 986, which is U.N. Security Council Resolution 1153.
From what I have heard from the proposed successor to 1153, it is
even worse.

I am not under any illusion that the oil for food program funnels
money into Saddam Hussein’s hands. I have never said that. I have
never believed that. Nor do I believe that Saddam is allowed to use
the oil sales proceeds as he wishes. The problem is more simple
than that: the system. The system does not work.

Iraq began in 1995 selling $4 billion worth of oil a year, with the
money going into a U.N.-controlled account to buy food and medi-
cine. Iraq is now allowed to sell $10.4 billion worth of oil each year,
to buy not just food and medicine, but much, much more. I have
a list which I will show you in a minute. If you want to tote that
around, somebody can get a hernia carrying it.

Let us start with the simplest problem of logistics. They have
151 monitors checking on food delivery and distribution. There are
54 other monitors checking imports of everything else at 4 border
crossings—a total of 205 people. If anybody believes that 205 peo-
ple can keep track of a nation of 21 million people, with thousands
of tons of food and medicine and agriculture and educational and
water supplies and heaven knows only what else going in, I think
they must be fooling themselves.

But that is just the tip of the iceberg. There is also the question
of distribution. We continue to hear about the people of Iraq suffer-
ing and that the United Nations must therefore allow Iraq to sell
much more oil, which is why the United Nations must allow Iraq
to import more oil equipment, and which is why we must con-
stantly agree to expand the oil for food program, and so on and on
and on and on.

However, according to the United Nations itself, apart from the
food sector, distribution rates are largely under 50 percent. In
other words, plenty of food gets into it, but it just sits unused in
warehouses. There are at least two explanations for this. Either
Saddam is holding up distribution or the U.N. is not getting the
job done, and both seem plausible. We may find out today which
is which.

The question is how will more imports remedy the problem. That
is where I view the single most serious problem with the United
Nations Oil for Food Program. It is called United Nations Security
Council Resolution 1051, and I for one am prepared to wager that
there are not five people in the Department of State who even
know what this resolution does.

Under Resolution 1051 Iraq is allowed to import all sorts of dual
use items. So-called dual use goods include a veritable universe of
things that could be perfectly innocuous, but may be used in chemi-
cal or biological weapons programs or for nuclear weapons or for
missile development. For example, crop sprayers, which Iraq has in
the past modified and tested for the delivery of biological weapons,
or live vaccines, which on the one hand could be used for medicine,
but on the other for biological weapons.

There is a little handy guide, which I have just been handed to
hold up, explaining all the items allowed and how companies
should inform the United Nations they are making these important
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exports. Under Resolution 1051 both the exporting companies and
the Iraq Government are required to notify the United Nations
Special Commission on Iraq, also known as UNSCOM, about each
step in the process of imports into Iraq.

Then UNSCOM can either put the kibosh on the particular deal
or follow the product step by step into Iraq, with inspectors ensur-
ing that it is not being diverted to a suspect site or for use in weap-
ons of mass destruction.

Now, I am going to ask that all of my statement be printed in
the record, and I will wind up by saying this: most senseless of all,
I am convinced that the cornerstone of the new proposal announced
by Vice President Gore will be the so-called streamlining of the
contract approval process through the United Nations Sanctions
Committee. This would, of course, be tantamount to lifting the
sanctions altogether because, even at current levels, the sanctions
are already unmonitored and unenforceable.

Mr. Secretary and Mr. Under Secretary, I want you folks to have
a chance to respond to my observations. I am sure you will also
want to explain why it is that Saddam Hussein is still able to
smuggle some $250 million worth of illegal gas and oil out of Iraq
last year for his own personal coffers.

Mr. Chairman.

[The prepared statement of Senator Helms follows:]

PREPARED STATEMENT OF SENATOR JESSE HELMS

Mr. Undersecretary, I know that Chairman Murkowski joins in welcoming you on
the occasion of this important joint hearing.

A bit of clarification may be in order. This is not a hearing about the ongoing mili-
tary actions in Iraq, nor a hearing on U.S. support for removing Saddam Hussein
from power. Our purpose today is to discuss the United Nations Oil for Food Pro-
gram for Iraq and the administration’s proposal to expand that program.

In the interests of truth in advertising, it should be made clear from the outset
that I don’t think much of this program. I didn’t like U.N. Security Council Resolu-
tion 986, which began the program in 1995; I strongly objected to the successor to
Resolution 986 (U.N. Security Council Resolution 1153) and from what I have heard
of the proposed successor to number 1153, it is even worse.

I am not under any illusion that the oil-for-food program funnels money into
Saddam’s hands, nor do I believe that Saddam is allowed to use the oil sales pro-
ceeds af{ he wishes. The problem is more simple than that: The system just does
not work.

Iraq began in 1995 selling $4 billion worth of oil a year with the money going
into a U.N.-controlled account to buy food and medicine. Iraq is now allowed to sell
$10.4 billion worth of oil each year to buy not just food and medicine, but much,
much more. This, for example, is the so-called “distribution” (or wish list) that Iraq
put together for purchases during the current six-month phase of the program.

Let’s start with the simplest problem of logistics: There are 151 monitors checking
on food delivery and distribution. There are 54 other monitors checking imports of
everything else at four border crossings—a total of 205 people. If anyone believes
that 205 people can keep track of a nation of 21 million people, with thousands of
tons of food, medicine, agricultural, educational and water supplies—and heaven
only knows what else—going in, they are just fooling themselves.

But that’s just the tip of the iceberg. There is also the question of distribution.
We are continually hearing that the people of Iraq are suffering, and that the
United Nations must therefore allow Iraq to sell more oil, which is why the United
Nations must allow Iraq to import more oil equipment, and which is why we must
constantly agree to expand the oil for food program.

However, according to the United Nations itself, apart from the food sector, dis-
tribution rates are largely under 50 percent. In other words, plenty of food gets in,
it just sits in warehouses.

There are only two explanations for this—either Saddam is holding up distribu-
tion, or the U.N. isn’t getting the job done. (Both seem plausible.)
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The question is: How will more imports remedy this problem?

And then, there is what I view as the single most serious problem with the United
Nations Oil for Food Program. It is called United Nations Security Council Resolu-
tion 1051, and I am prepared to wager that there aren’t five people in the Depart-
ment of State who even know what this resolution does.

Under Resolution 1051, Iraq is allowed to import all sorts of dual-use items. So-
called “dual-use” goods include a veritable universe of things that could be perfectly
innocuous, but may be used in a chemical or biological weapons program, or for nu-
clear weapons or missile development. For example, crop sprayers, which Iraq has
in the past modified and tested for the delivery of biological weapons. Or live vac-
cines which on the one hand could be used for medicine, but on the other, for bio-
logical weapons.

Here’s a handy little guide explaining all the items allowed and how companies
should inform the United Nations they are making these important exports.

Under Resolution 1051, both the exporting companies and the Iraqi Government
are required to notify the United Nations Special Commission on Iraq, (a.k.a.
UNSCOM), about each step in the process of this import into Iraq. Then UNSCOM
can either put the kibosh on a particular deal, or follow the product step by step
into Iraq, with inspectors to ensure that it is not being diverted to a suspect site
for use in weapons of mass destruction.

But here’s the rub: UNSCOM was kicked out of Iraq some months ago. But have
the dual-use exports to Iraq also stopped? The answer is no. Where are these items
now going? No one knows. There are no experts in the field checking. How are they
being used and are they being diverted? No answers.

Now it may be argued that some of these dual-use-exports-to-Iraq are vital to cer-
tain humanitarian needs. Chlorine gas for water purification is one example; certain
fertilizers or pesticides may be another. But as long as there are no weapons inspec-
tors in Iraq, there is a real peril that the United Nations may well be helping Sad-
dam reconstitute his weapons programs.

When this issue was brought up with the Department of State a month or so ago,
the Foreign Relations Committee was told that stringent monitoring of contracts is
taking place through the sanctions committee at the United Nations. Given, how-
ever, that all food and medicine contracts are deemed approved unless blocked after
48 hours, and that all other contracts are deemed approved within five days unless
blocked, it does not seem to me that there is sufficient time for any due diligence.

Indeed, in just the past few days, I have been informed of a contract in the oil
sector which was given a clean bill of health by the experts. Much to their horror,
the experts later discovered that they had just approved a contract involving equip-
ment that had been found by UNSCOM inspectors in nuclear and chemical weapons
facilities after the Gulf War.

So here is where we are: We are permitting Iraq to sell more than $10 billion
dollars worth of oil a year and to import the same amount in goods, subject to U.N.
approval and inspection. The problem, as I said earlier, is that the U.N. can’t ensure
the goods are delivered to the people in Iraq. And when goods are delivered, the
U.N. has no expert inspectors in place to ensure that dual-use isn’t being diverted
to Iraq’s chemical, biological or nuclear weapons programs. Yet despite all this, the
Clinton administration has proposed to expand the oil for food program, thereby lift-
ing the cap on Iraqi oil to enable Saddam to export billions of dollars more oil.

Most senseless of all, I am convinced that a cornerstone of this new proposal—
announced by Vice President Gore—would be the so-called “streamlining” of the con-
tract approval process through the United Nations sanctions committee. This would,
of course, be tantamount to a lifting of sanctions altogether, because even at current
levels, the sanctions are already unmonitored and unenforceable.

Mr. Undersecretary, I want you to have a chance to respond to some of my obser-
vations. I am certain you will also want to explain why it is that Saddam is still
able to smuggle some $250 million worth of illegal gas oil out of Iraq last year for
his own personal coffers.

Chairman MURKOWSKI. Thank you very much, Mr. Chairman. I
very much appreciate your willingness to accommodate the Energy
and Natural Resources Committee in holding this joint hearing,
and I want to thank the collective staff of the Foreign Relations
Committee as well as the Energy Committee. As you know, I was
a member of this committee for many, many years.

Chairman HELMS. I sure do. We miss you.
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Chairman MURKOWSKI. And I left with deep regret, and went to
the Finance Committee. But nevertheless, I want to advise my col-
leagues that this is a partisan hearing. As you will note, the group
on my right wears green—no, it is partisan—and the group on the
left over here obviously does not wear green. So that is enough to
be said for Saint Patrick’s Day.

Senator BROWNBACK. I object to that.

Chairman MURKOWSKI. You object? All right, objection is over-
heard and overruled, and so forth and so on.

Let me welcome back Mr. Pickering, the Under Secretary of
State for Political Affairs. You were here 10 months ago for our
first hearing. At that time, Mr. Pickering, we highlighted concerns.
Our concerns at that time were whether we were really propping
up the regime of Saddam Hussein. Since that time we seem to be
bombing him every other day and now are debating the issue of ex-
panding his oil exports.

I want to welcome Secretary Richardson, the Secretary of En-
ergy, to discuss implications for our national energy security. I
think we should reflect on, a little time past, on the eve of Oper-
ation Desert Fox. Our President announced that we were delivering
a powerful message to Saddam Hussein. I wonder what that mes-
sage is.

It seems to me that the message is if Saddam Hussein refuses
to cooperate with inspections, if he refuses to comply with U.N. res-
olutions, if Saddam refuses to stop illegally smuggling out oil, Sad-
dam then will be rewarded by the de facto ending of economic sanc-
tions. That is not a very good message, at least in my opinion.

The administration has offered to eliminate the ceiling on Iraqi
oil exports. The administration has offered to streamline the ap-
proval process for items that the United States might suspect as
dual use, and I emphasize dual use, and I would remind my col-
leagues, as Senator Helms indicated, that U.N. Security Council
Resolution 687, passed at the end of the Gulf war, requires—and
I emphasize, requires—international economic sanctions to remain
in place until Iraq discloses and destroys its weapons of mass de-
struction program and undertakes unconditionally never to resume
such activities again.

Obviously, that has not been met. Iraq has not complied. The ad-
ministration has pulled out the teeth in U.N. Resolution 687 one
by one, by introducing an expansion of the oil for food program.
The current plan allows Iraq to export up to $5.2 billion in oil
every 6 months, and I might add this is a U.N. action with full
U.S. support. From December 1998 to February 1999 Iraq exported
129 million barrels, an average of 2.06 million barrels per day. Rev-
enue earned in this phase is $1.1 billion at an average price of
$8.47 a barrel.

Saddam’s oil production now is at pre-Desert Storm levels of 2.1
million barrels per day.

Since 1988, down in 1990, and then dropping, 1992, 1994, 1996,
and here we are in 1998 up to where we were at the time of the
Persian Gulf War or shortly thereafter. So clearly his oil production
has increased rather dramatically.

Although humanitarian goals are worthy, Saddam subverts pro-
grams to his benefit, using increased oil capacity to smuggle oil
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products for hard cash and by freeing up resources that he might
have been forced to use for food and medicine for his own people,
and there is an offset there. Moreover, while oil for food funds are
put into escrow accounts and controlled by the United Nations,
there may be other ways for Iraq to obtain revenues from the proc-
ess—unfortunately that is something we cannot cover in today’s
open session, but we will be pursuing in closed session.

Increase in illegal oil product sales coincided with implementa-
tion of the oil for food program. Let’s look at the smuggling. Part
of the smuggling, up to 50,000 barrels per day, is moving by truck
across the Turkey-Iraq border. Another 60,000 barrels per day is
moving by sea vessel through the Persian Gulf. Furthermore, Iraq
has been steadily increasing illegal exports of oil to Jordan, about
100,000 barrels per day of oil and oil products.

We do have proof of this. The U.S. Navy has seen and has
stopped illegal transfer of oil and seized oil tankers. We have other
proof of illegal export of oil over land by truck and have other evi-
dence that again 1s classified.

Smuggling numbers vary from month to month, but the reason
has less to do with the Multi Interdiction Force, the MIF efforts
than with the whims of the Iranians who aid the smugglers. There
is the estimated illegal movement of gas and oil products from Iraq
by month, and you can see they vary from time to time. The fact
is that the Multinational Interdiction Force does not have enough
resources, ships, to intercept on a regular basis.

Oil is really Saddam’s lifeline. It fuels his ability to finance his
factories of death and rebuild his weapons of mass destruction.
Revenue from oil exports historically represents 95 percent of Iraq’s
foreign exchange earnings. The administration’s proposal now is to
lift the ceiling on the oil export that matters to Saddam Hussein,
and obviously that is his oil.

In addition, the United States is prepared to relax the security
of contracts for spare parts, spare parts which can be used for
other uses on other equipment that might have suspect dual use.
The question is can we really trust Saddam Hussein? Can we trust
him not to take advantage of this decreased security to increase
imports of parts that will be used for his weapons programs.

I am reminded that back in 1989, when Senator Dole, Senator
McClure, Senator Simpson, Senator Metzenbaum and myself vis-
ited Saddam Hussein in Musel, at that time the big issue was the
long-range cannons, there was a gentleman by the name of John
Bull who was promoting this and selling this technology, and the
cannons were allegedly on the dock in London.

We were told by Saddam: Those are not cannon parts; those are
parts for our refinery expansion. He insisted on that. John Bull has
since been assassinated for reasons that are unexplained, but the
question is: Can we trust Saddam Hussein? I would suggest to
you—I could go on—on the background of that story—but to sug-
gest we can trust him today when he was selling the same iceboxes
to the Eskimos in 1989 is beyond my belief. I simply can’t under-
stand why this administration would succumb to believe Saddam
Hussein.

The national energy security implications of this policy in my
opinion are obvious. At the time of the Arab oil embargo we were
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36 percent dependent on foreign oil. Today we are 56 percent and
rising. We are now importing 600,000 barrels per day on average
of Iraqi crude and at the same time we are bombing them every
other day.

Now, they are either our enemy or they are not. But to prop up
this regime—and this is what I find frustrating in the Secretary’s
statement where he is, concerned in response to, well, what is Sad-
dam Hussein’s oil production doing to the price of oil. The question
is are we continuing to prop up the regime of a despot? That clear-
ly seems to be the case.

That Iraq is again part of the foreign oil dependence should be
considered in evaluating whether oil for food is in America’s na-
tional interest. The administration defends its policy saying Sad-
dam does not like the oil for food program and therefore the pro-
gram must be a good thing. But is there one official who can tell
me that Saddam does not benefit from this program?

What if Saddam suddenly decides to not export any oil and effec-
tively eliminates the world oversupply? How about Saddam’s bar-
gaining power for post-sanctions and oil exploration contracts? The
program is sold as a humanitarian proposal, but the program really
is a wolf in the humanitarian clothing, if you will, of a sheep.

Here is where it is going: Petroleum equipment, $300 million.
Now, what does that do for him? Well, it obviously increases his
capability to produce more petroleum. Electricity network, $409
million. Buy trucks, repair the railway system, build food ware-
houses, $120 million. Agricultural equipment, including pesticides,
$180 million.

Well, you can wander through that and make all kinds of sub-
missions, but the point is it totals $2.7 billion. Now, you might say
that is just a wish list. That is what he wants. That is not what
he is getting, but the reason he is not getting it is simply because
the price of oil has declined. He would have gotten that under a
higher price.

When you look at 2.5 billion barrels every 6 months, the realiza-
tion is that when the price of oil drops, to get the same dollars he
has to produce more oil. Whoever configured this deal with the
U.N. did not think about the dropping price of oil.

In any event, I would ask, what is the humanitarian goal in re-
building oil refineries so Saddam can increase illegal exports of oil
products? If we can enforce no-fly zones over Iraq, why can we not
enforce a simple blockade? What is the humanitarian goal in guar-
anteeing an uninterrupted power supply for Saddam’s poison gas
facilities?

What is the administration’s policy we have toward Saddam and
Iraq? On the one hand we are enhancing his power by allowing
him to export his oil, to rebuild his infrastructure, to play with
world oil prices, and on the other hand he refuses to allow us our
inspections of his poison gas facilities.

We put American lives on the line every day in the air. Can con-
ditions with Saddam’s military regime continue?

In my opinion, Senator Helms, this is a policy with no perspec-
tive. I would hope that Secretary Pickering can answer the ques-
tions, because if not this particular Senator wants to look to new
ways to end this program.



Thank you.

Chairman HeLMS. Thank you, Mr. Chairman.

I look at the distinguished array of Senators here this morning
who do not normally attend and participate in Foreign Relations
hearings. I welcome you and I hope some day each of you will con-
sider being a member of the Foreign Relations Committee. A great
many of us served with Senator Bayh’s distinguished father, so we
have ties all the way around.

The two witnesses this morning are personal friends of most of
us

Senator NICKLES. Mr. Chairman, I would love to make a couple
of opening comments before you introduce them.

Chairman HELMS. All right, we would be delighted.

Senator NICKLES. Mr. Chairman, thank you very much.

Mr. Chairman, one, I want to thank you for having this hearing.
I requested this hearing, joint hearing with Senator Murkowski,
some time ago and I very much appreciate your lending additional
credibility and influence to have this because I think this is a very
important issue. It is an important issue dealing with energy, and
we have the Secretary of Energy with us, and I appreciate his ap-
pearance before us today—that was a request of mine as well, so
thank you, Mr. Secretary, for coming—as well as Under Secretary
Tom Pickering. I thank you both for coming.

Mr. Chairman, I wanted this hearing because I think it is very,
very important, and it is important because it deals with foreign
policy issues as well as energy issues. I think we needed to high-
light what I believe is an utter dismal failure in this administra-
tion in dealing with Iraq.

Yesterday members of the Energy Committee and the Armed
Services Committee had Secretary Richardson before us in a closed
hearing. I guess part of it was open. I attended the closed part. It
dealt with China. Secretary Richardson inherited a mess in the lab
oversight or lack of oversight in the labs, so I want to acknowledge
that. He may be under the gun somewhat, and I notice your picture
is in the paper everywhere, Secretary Richardson.

But you inherited that mess, and it is a mess. I also just will
make public the comment I concluded with yesterday. I think it is
unconscionable for the administration to find out that we had infor-
mation on the labs, or at least as reported by Energy Department
officials, in 1995 that there was espionage in 1995, but it was not
brought to Mr. Berger’s attention evidently until 1996, and it was
not brought to President Clinton’s attention until 1997, July 1997.

That is incompetence at best, if not worse. So I made that com-
ment yesterday, but I made it in a closed session and not in a pub-
lic session, and I think I wanted to repeat it at least in a public
session.

But the purpose of today’s hearing is likewise critically important
because we are talking about an area of the world where we have
had U.S. forces at risk. In 1990-91 we had 550,000 U.S. troops put-
ting their lives at risk to stop Saddam Hussein, to repel his aggres-
sion, and also make sure that he did not do it again.

We passed resolutions in the United Nations saying: We are
going to have an embargo; you are not going to be able to sell your
oil because of your invasion into Kuwait and because you are build-
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ing these weapons. We passed that resolution. We enforced that
resolution, and Saddam Hussein’s oil production went from about
2.5 million barrels per day to about 500,000 barrels per day as a
result of that U.S.-led U.N. resolution.

Secretary Richardson, I cannot remember if you were Secretary
of the U.N. or our representative at that point in time, but at some
point during this you were. But we enforced that resolution. We en-
forced it in 1991, 1992, 1993, 1994.

In 1995 the Clinton administration changed that. In 1995 the
Clinton administration supported U.N. Resolution 986. That resolu-
tion allowed Iraq to sell 4 billion barrels of oil a year. That is a
big change in policy, a big change in policy.

Why did they do it? Well, you might remember at the time Iraq
was getting pretty belligerent again. They had moved a bunch of
forces, a bunch of troops, about 80,000 troops toward Kuwait. War
was imminent. We started moving aircraft carriers. It looked like
we might go to war again.

Well, that war was put off. We threatened. Things got pretty
tense. But what did we do? We rewarded their aggressiveness by
saying: Hey, we will let you sell more oil. We rewarded their ag-
gressiveness and their noncompliance and their defiance of the em-
bargo and allowed their belligerence toward the Kuwaitis and the
Kurds. We rewarded them by allowing them to sell, not 500,000
barrels per day, which basically is mostly internal, but we said, no,
you can sell up to $4 billion per year in oil.

That was in April 1995. In March 1996 Iraq blocked the inspec-
tors, totally blocked the inspectors. What did the United Nations
do? Well, we passed a resolution that said: That is terrible; let
those inspectors do their jobs. We went to war. If necessary we will
do it again, but you are going to have to comply. You are going to
have to let those inspectors in.

They blocked the inspectors in March 1996. In August 1996 they
launched a campaign against the Kurds. Still nothing happened. In
June 1997 they demanded that UNSCOM leave. In June 1997 we
passed a resolution that demands that they comply—the U.N.
passed a resolution, demanded that they comply with UNSCOM.

On October 29 Iraq, in 1997, totally blocked the inspectors, to-
tally shut them down. So we passed another resolution. We will
teach them. This was October 23 we passed a resolution. We con-
demned their refusal to allow UNSCOM to have inspections.

In November 1997 we passed another resolution condemning
their actions. We were getting ready to go to war again. I remem-
ber having meetings in our private room, S—407, talking about
going to war and we were debating, hey, will we achieve our objec-
tives or not. This was not that long ago. This was in October—No-
vember 1997.

Then the administration moved 30,000 troops in January 1998.
Mr. Chairman, it was only a year and a couple months ago, 14
months ago. We were getting ready to go to war again because they
were not allowing the arms control inspectors in and we insisted
on it. They kicked them out. There was a U.N. resolution that said
we are going to make them comply.
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We are getting tough now. Thirty thousand troops, activated
some Guard and Reserve units in probably every one of our States,
getting ready to go to war again. That was in January 1998.

In February 1998 things were looking tight, looking tense. A lot
of meetings, we had a lot of meetings, because there was some dis-
agreement: Hey, will we accomplish our objectives by military
means?

Then Kofi Annan, we gave—I say “we gave.” I guess the adminis-
tration allowed the Secretary General of the United Nations to do
our diplomacy for us, and he runs over to Iraq and peace is at hand
again.

But little did we know that 3 days before that the United Na-
tions signed a resolution, Resolution 1153, that allows Iraq to dou-
ble their oil sales, now up to $10.4 billion per year. So right before
we go to war, Secretary Kofi Annan goes over to Saddam Hussein,
they agree to a deal that says, hey, we will not go to war, you allow
the arms control inspectors to proceed and, oh yes, you can double
your oil sales again.

So we did that. That happened in February. Well, guess what,
in August the Iraqis stopped any arms control inspectors into new
sites, and then in October they announced they will no longer co-
operate with UNSCOM in any way. So UNSCOM, Mr. Butler and
all the crew, they left.

That was in October of last year. Well, that was not acceptable.
The Clinton administration said, no, we are not going to let that
happen. We are getting ready to go to war. We even had support
from a few of our allies. We were getting ready to bomb in October
of last year. You might remember that.

Well, it did not happen in October. It did not happen in Novem-
ber. It happened in December. Some people called it the impeach-
ment bombings. They kicked the arms control inspectors out, basi-
cally stopped them in August, and kicked them out in October. We
were close to bombing in October, then in November, and then we
bombed in December.

We bombed the Iraqis. We killed Iraqis. This is not an insignifi-
cant action. We bombed Iraq for 3 or 4 days, depending on whose
calendar you are talking about, December 18, 19, 20. We bombed
Iraq for 3 days, some people said it was a very significant bombing.
It was on CNN. You could see it every night.

Three days later, 3 days later what happened?

Three days later, reported in the press: “U.S. offers to raise Iraqi
crude oil sales cap. The Clinton administration offered yesterday to
allow Iraq to export more crude oil.” That is dated December 23 in
the Washington Post. We stopped bombing on December 20. Unbe-
lievable.

In January, January 14, again the Washington Post, headlines:
“Gore signals flexibility on Iraq sanctions. A ceiling on how much
oil Iraq can provide to its people should be lifted and approved,
process streamlined, Vice President Gore says.”

Well, what is the net result? The net result is that Iraq has de-
fied the international community, they have defied UNSCOM. We
have no UNSCOM right now in Iraq, we have none. We have
risked U.S. lives time and time again. We have killed Iraqis on oc-
casion, saying you are going to have to comply. The net result is



11

Iraq can produce all the oil that they want and we have no arms
control.

So this administration’s policy has been appeasement. This ad-
ministration’s policy has been to reward their noncompliance. Now,
that is a pretty sad thing to say. That is a very sad thing to say.

This administration inherited a situation in Iraq where you had
a unified world policy aligned against Iraq for their invasion of Ku-
wait and against their production of these weapons of mass de-
struction. Where are we 6 years later? The administration allows
them to produce all the oil they want, which is 95 percent of the
currency derived from exports, 95. They can produce all they want
and there is no arms control inspection whatsoever. That is a total
dismal failure for this administration, a total dismal failure for the
world community, for the United Nations, and a real win for Sad-
dam Hussein. He can produce all he wants and he has nobody look-
ing over his shoulder at his weapons of mass destruction.

What does it mean for the domestic oil industry?

Iraq was producing 400,000 barrels—the average production in
1995—actually, 1993, 1994, 1995, 1992, production was about
500,000 barrels per day. What is it today? Today it is 2.5 million
barrels per day. So Iraq is producing 2 million barrels per day more
than it was when we were enforcing the sanctions and when we
had arms control. Now you have no arms control inspection, they
are producing all the oil that they want, they are also producing
and selling, exporting, 2 million barrels per day more than they
were 3 years ago.

Well, there happens to be a glut in the oil industry right now.
They talk about the administration wants to help steel, they want
to help hog farmers, they want to help everybody. They have not
said a word about helping oil. Their policies have netted in a result
of 2 million barrels more per day going onto the market, which has
just glutted the market, driven prices down to an all-time Depres-
sion-era low, and put many, many thousands out of work, 40,000
or 50,000 workers across this country, and made us much more de-
pendent on unreliable sources for the future.

That is a dismal failure. It has failed in foreign policy, it has
failed. It has rewarded appeasement, it has rewarded noncompli-
ance with arms control. We now have no arms control whatsoever
in Iraq and Iraq can produce all it wants.

Mr. Chairman, I am glad that you are having this hearing be-
cause the fact that we put lives at risk many times in Iraq to en-
force these sanctions, the fact that we were bombing as recently as
December 20 last year, 4 months ago, and the fact is that there is
no arms control whatsoever going on in Iraq internally with
UNSCOM tells me that this administration’s policy with Iraq has
been a total abject failure and they should be held accountable for
it.

I appreciate your having this hearing so at least we could air
some of these views. Thank you.

Chairman HELMS. Thank you, sir.

Let me speak to the other chairman. We have a policy variance
between the committees. On my committee, the Foreign Relations
Committee, we try to leave enough time for the witnesses to be
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heard. Look, I want you to help me decide. Would you like to offer
everybody on your committee a time?

Chairman MURKOWSKI. Gentlemen, any comments over here?

Senator BURNS. I have a statement. I will submit it for the
record. I would rather hear the witnesses.

[The prepared statement of Senator Burns follows:]

PREPARED STATEMENT OF SENATOR CONRAD BURNS

I would like to thank both the Chairmen for the opportunity to address the joint
committees this morning. Recent proposals to expand the Iraqi Oil-for-Food program
have brought enough attention to the topic that a hearing is a necessity. However,
I believe that an expansion of the Oil-for-Food program would only be another mis-
cue in our ongoing mishandling of Iraqi/American relations.

Consistently Saddam Hussein has mocked the United States and twisted all of
our humanitarian attempts to aid the citizens of his country. The United States has
tried many times to address the hardships being felt by those residing under
Saddam’s tyrannical rule. Time and time again, Saddam has manipulated these
policies to aid his regime and his dictatorship, rather than allowing our well inten-
tioned aid to help the men, women and children under his control.

Rather than directing our aid to his people, Saddam has used our help to pad his
own wallet and fuel his thirst for military power and the creation of an infrastruc-
ture to support future terrorist based activities. We are simply subsidizing a threat
to our own national security. The help we are providing, while well intentioned, is
only helping a tyrant retain control of a citizenry desperate for food and supplies.

Rather than expanding a current program that is not only plagued with distribu-
tion problems, but is also harming American producers, I suggest a new plan. Cur-
rently, everyone recognizes that we are not getting the food and supplies to those
that need them most. In fact, we have seen time and time again that Saddam takes
control of our supplies and uses them for his own good, not for the good of his peo-
ple. We need to stop this, and the administration needs to tackle the core of the
problem. No effort will ever work if we are not ensuring that the aid is getting to
those that need it. We need to stand up to Saddam and demand that the supplies
are used by civilians. Until that happens, we are only hurting ourselves in our ef-
forts to help others.

The current policy is also harming both our agriculture and domestic oil produc-
ers. The last year has been filled with hearings to address the current problems
pushing our producers into poverty. Here we have a way to address this problem
two ways. First, let’s send American wheat and other food products to Iraq under
a new and improved distribution network. We have more than we know what to do
with, yet we insist on letting it sit in storage and drive our own market prices down.
gVe are the bread basket of the world, but we don’t seem to want to open the pantry

oor.

Second, the glut of oil on the world market has driven prices to an all time low.
The result is that our domestic oil market is being rode into the dirt. We are seeing
thousands upon thousands of jobs lost and marginal wells shut down. The end re-
sult is that we are increasing our dependence on foreign oil and ruining our rural
economy. Saddam has got to be sitting back and laughing at us. We are giving him
the resources to rebuild his military and terrorist complex while increasing our de-
pendence upon his nation.

Let’s rethink what we are doing here. We need to change course and look at our
real objectives. We must recognize the current policy is not working, and we have
an opportunity to do much more for our producers and the Iraqi people. This is not
an example of where we have the tiger by the tail. We still have the ability to
rethink our course of action before it is too late. I challenge my colleagues to look
at the other options available to us.

Senator BINGAMAN. Mr. Chairman, I would like to make just a
brief statement in light of the dialog we just heard.

Chairman MURKOWSKI. Go ahead.

Senator BINGAMAN. First I would like to

Chairman HELMS. Mr. Bingaman is recognized.

Senator BINGAMAN. First I would like to welcome Secretary Pick-
ering and Ambassador/Secretary Richardson. Both of them are dis-
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tinguished public servants. I am glad they are here today to de-
scribe the situation.

As I understand the hearing, Mr. Chairman, we are going to try
to focus on the oil for food program and the impact that that oil
for food program may or may not be having on the price of oil and
also on domestic oil production. That is the issue that I, at least,
am particularly concerned about, and I think it is a legitimate
issue to be concerned about, given the depressed state of our oil
and gas industry in my State and throughout the country.

So I think that is a legitimate issue. I think a lot of the rest of
it is pretty far afield, at least from what I came here to try to focus
on.
I do believe, and again I would just raise this so that the wit-
nesses can respond to it, but I believe that the chart that you had
up here, that my colleague from Oklahoma had up here called “The
Failed Iraq Policy” left a few things off. It left off the fact that in
1991 the Bush administration was the first to push through the Se-
curity Council a resolution that would have allowed Iraq to export
oil for humanitarian reasons, with a third of the revenues gen-
erated going to pay reparations for war damages and the costs of
removing Iraq’s strategic weapons.

Iraq rejected that U.N. resolution at the time, and that managed
oil sales until 1996, when the problem with the Iraqi people’s con-
dition became such a serious public relations problem for Iraq.

So I am only making the point that the policy—and I am no de-
fender of our Iraqi policy, needs rethinking. Although it has been
arrived at on a bipartisan basis and pursued on a bipartisan basis,
clearly there are problems with that policy today, and I do not
question that. But this administration inherited much of that pol-
icy, and this administration has been pursuing an effort to imple-
ment it.

Let me just conclude by saying I hope we do get to the issue of
what the effect of this oil for food has been on our own domestic
production. I do believe in testimony that I have heard so far that
there was very little consideration given to our domestic oil and gas
industry or the impacts on our domestic oil and gas industry when
this policy was formulated and supported by us in the United Na-
tions. That gives me concern.

I think clearly we need to have an integrated policy. We need to
think about what the impacts are going to be on our domestic in-
dustry, and I think that is what we ought to concentrate on in this
hearing.

Thank you, Mr. Chairman, for allowing me to participate and
make that statement.

Chairman HELMS. We appreciate your coming.

Senator Craig.

Senator CRAIG. Mr. Chairman, thank you. I am also here to hear
both of our witnesses. They are, at least in the broad sense, a great
deal more knowledgeable on this issue than I.

But Secretary Richardson and Secretary Pickering, 3 weeks ago
I, along with Chairman Dick Lugar of the Agriculture Committee
and Byron Dorgan met with Sandy Berger. We were at that time
trying to convince the State Department and Sandy’s shop to go
along with the releasing of, the formation of, a trading company to
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do business with Iran. It was in the aftermath of a significant elec-
tion in that country that showed it moving toward center ground
politically. We thought it was time that we reward them and that
some of our foodstuffs be allowed to flow into that country.

Why? Not necessarily for humanitarian reasons, but primarily
for agricultural commodity price reasons in this country, and I
think that is the approach.

During that meeting we also discussed an aggressive effort to
eliminate in almost all situations the idea that food and medicine
should be used for sanction purposes. It should not be. It should
not be, from a humanitarian standpoint.

Now that I have said that, let me say this about Iraq. The men
and women who are flying the aircraft over Iraq today are some
of my friends. They are from Mountain Home Air Force Base. I
know them. They are marvelous, talented young Americans who
are in harm’s way, with Saddam Hussein locking onto them with
his missiles and pushing the button and their having to respond.

At any moment at any hour in the next 24, one of those young
men and women could die. When we are engaged at war, a shoot-
ing war, we should in no way reward the enemy.

Thank you, Mr. Chairman.

Chairman HELMS. Very well.

Chairman MURKOWSKI. Mr. Chairman, if I may, in order to ac-
commodate Senators’ full statements, I would invite you to join
with Senator Nickles and I on a proposed special order to discuss
this and debate it fully on the floor. At a time when we can get
a special order, we will advise all members.

Senator CrRAIG. Thank you.

Chairman MURKOWSKI. Thank you.

Chairman HELMS. I thoroughly agree and I thank you for the
suggestion.

Now, Mr. Pickering has to leave for a luncheon, at 11:30 is it?

Ambassador PICKERING. I can extend the stay in light of the
progress in the hearing, Senator. I do want a chance to be heard
and obviously to try to respond to your questions.

Chairman HELMS. Very well. Now, what time do you have to
leave?

Ambassador PICKERING. Some time after 12.

Chairman HELMS. All right.

Now, Mr. Secretary, we have known each other for a long time.
I want to say publicly that I admired your forthrightness the other
day when you called me. You had a bad situation that you had to
comment on and you did it well, and I appreciate you calling me.

We will hear from you first and then Mr. Pickering.

STATEMENT OF HON. BILL RICHARDSON, SECRETARY OF
ENERGY

Secretary RICHARDSON. Thank you, Chairman Helms, Chairman
Murkowski, other members of the Committees on Foreign Relations
and Energy and Natural Resources, for this opportunity to testify
today on our Iraq policy. I am too pleased to have Under Secretary
Pickering, also a former Ambassador to the United Nations, to dis-
cu?s with you the oil for food program and its role within our Iraq
policy.
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I want to make a few opening remarks, very brief, and then ask
the Under Secretary to amplify the foreign policy context and ex-
plain the changes that have taken place during the life of the pro-
gram and those that are being considered.

I know a key concern of the committees’ is whether we should
raise or lower the amount of oil Iraq is allowed to export. As Sec-
retary of Energy, I share the concerns raised in this country over
the impacts of low oil prices on domestic oil production, as Senator
Nickles and Senator Bingaman stated. I recognize there are those
who do not want us to increase the amount of oil Iraq is allowed
to produce because of concern that it will further depress prices.

However, I do not believe that raising the ceiling will have a sig-
nificant impact on prices. In addition, I have sought to address the
concerns of our domestic industry through a package of initiatives,
the latest being discussed yesterday at a meeting at the White
House with the Secretary of the Treasury, the head of the Domestic
Council, the White House Chief of Staff, and other representatives
from the oil and gas industry. I would be happy to describe these
in more detail here if it would be helpful.

Let me explain why raising the ceiling will not cause a signifi-
cant impact on prices. First I will briefly give context for the effect
the re-introduction of Iraqi oil has had on worldwide oil price. The
Energy Information Administration, which is an independent office
within the Department of Energy, has identified four key factors
that have influenced prices over the last 2 years. The return of
Iraqi oil exports to the world market is one factor. The three others
are: No. 1, reduced oil demand as a result of the economic crisis
in many countries in Asia; No. 2, dramatically warmer than normal
winters since 1996; and No. 3, increased production from some of
the countries belonging to OPEC, particularly in 1997.

Because these factors interact in the world oil market, it is dif-
ficult to state precisely how much of an impact each factor contrib-
uted. However, you should be aware that Iraq is currently produc-
ing at its full capacity. Right now Iraq is producing around 2.5 mil-
lion barrels per day. That allows it to export approximately $3 bil-
lion worth of oil every 6 months, well below the current $5.2 billion
ceiling that has been set by the United Nations Security Council.

Iraq’s ability to increase its production is limited and it is not ex-
pected to go up measurably this year. As a result, the Energy Infor-
mation Office believes that whatever effect Iraqi production has
had on prices has already occurred, because Iraq cannot increase
oil production much more over the next year or two. The Energy
Information Administration believes that increases in this ceiling
under current circumstances will not have any additional signifi-
cant price effect.

So why should we have the oil for food program at all? Because
our oil for food program is a key component of the administration’s
Iraq strategy. It helps us in three ways:

First and most important, the program addresses the humani-
tarian needs of the Iraqi people. Although the importation of food
and medicine was always allowed under the sanctions imposed on
Iraq after the Gulf war, Iraq was unwilling to take advantage, full
advantage, of this program. This allowed Iraq to starve its own
people and blame the sanctions for their suffering.
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Under the oil for food program, we have taken this excuse away
from Saddam, instead using the proceeds of Iraqi oil sales to feed,
clothe, and otherwise aid the Iraqi people. Iraq has imported under
U.N. supervision $2.75 billion worth of food, over $500 million
worth of medicine, and $400 million worth of supplies for water,
sanitation, electricity, and education. As a result, the average daily
food ration for the Iraqi population has risen from 1275 calories per
day in 1996 to 2100 calories today.

Second, our support for the oil for food program has helped us
maintain sanctions imposed on Iraq by the United Nations. Under
Secretary Pickering will expand on this point, but let me say that
we would have a harder time keeping U.N. sanctions in place and
in force without this program, and multilateral sanctions are cen-
tral to our efforts to contain Saddam.

Third, our concern for meeting the needs of the Iraqi people has
been crucial in getting Iraq’s neighbors to support the actions we
have had to take against Saddam. The United States has always
said sanctions are aimed at the current Iraqi regime and not at its
people. The oil for food program has been and remains evidence
that we take Saddam’s responsibility to feed his population seri-
ously, even when he does not.

In conclusion, let me repeat that the oil for food program is a key
component of the administration’s Iraq policy and is therefore key
to our national security. I understand some of the concerns some
of you have about the possible impacts this program has on domes-
tic production. I share your concerns about our domestic oil indus-
try. We have to, however, balance foreign policy objectives against
domestic concerns.

But the best way to help the domestic industry is to increase de-
mand by helping to rebuild the Asian economy and to lower pro-
duction costs at home. As Secretary of Energy I am determined to
do whatever I can to alleviate the economic harm that low oil
prices have caused to our domestic oil production.

But I also believe that it is important that Iraq’s oil revenues be
used to relieve the suffering of the Iraqi people, rather than by
Saddam Hussein for his own criminal purposes. We ensure this re-
sult from the combination of sanctions and the oil for food program.

I look forward to working and consulting closely with members
of both of these committees on these important energy and national
security goals.

Mr. Chairman, thank you for your attention. I thank you for your
graciousness. I look forward to your questions.

[The prepared statement of Secretary Richardson follows:]

PREPARED STATEMENT OF HON. BILL RICHARDSON, SECRETARY OF ENERGY

Thank you, Chairman Helms, Chairman Murkowski and other members of the
Foreign Relations and Energy and Natural Resources Committees for this oppor-
tunity to testify on our Iraq policy. I am pleased to be here today with Undersecre-
tary Pickering to discuss with you the “oil-for-food” program and its role within our
Iraq policy. I want to make a few brief opening remarks and then ask Undersecre-
tary Pickering to amplify the foreign policy context and explain the changes that
have taken place during the life of the program and those that are being considered.

I know a key concern for the Committees is whether we should raise or lower the
amount of oil Iraq is allowed to export. As Secretary of Energy, I share the concerns
raised in this country over the impacts of low oil prices on domestic oil production.
I recognize there are those who do not want us to increase the amount of oil Iraq
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is allowed to produce because of concern that it will further depress prices. How-
ever, I do not believe that raising the ceiling will have a significant impact on
prices. In addition, I have sought to address the concerns of our domestic industry
through a package of initiatives. I would be happy to describe these in more detail
here if it would be helpful.

Let me explain why raising the ceiling will not cause a significant impact on
prices. First, I will briefly give context for the effect the re-introduction of Iraqi oil
has had on world wide oil prices. The Energy Information Administration—an inde-
pendent office within the Department of Energy—has identified four key factors
that have influenced prices over the past two years. The return of Iraqi oil exports
to the world is one factor. The others are:

(1) reduced oil demand as a result of the economic crisis in many countries
in Asia,

(2) dramatically warmer than normal winters since 1996, and

(3) increased production from some of the countries belonging to OPEC, par-
ticularly in 1997.

Because these factors interact in the world oil market, it is difficult to state pre-
cisely how much of an impact each factor contributed.

However, you should be aware that Iraq is currently producing at its full capacity.
Right now, Iraq is producing around 2.5 million barrels per day. That allows it to
export approximately $3 billion dollars worth of oil every six months, well below the
current $5.2 billion dollar ceiling that has been set by the UN Security Council.
Iraq’s ability to increase its production is limited and is not expected to go up meas-
urably this year. As a result, EIA believes that whatever effect Iraqi production has
had on prices has already occurred, because Iraq cannot increase oil production
much more over the next year or two. EIA believes that increases in this ceiling,
under current circumstances, will not have any additional significant price effect.

Why should we have the oil-for-food program at all? Because our oil-for-food pro-
gram is a key component of the Administration’s Iraq strategy. It helps us in three
ways:

First, and most important, the program addresses the humanitarian needs of the
Iraqi people. Although the importation of food and medicine was always allowed
under the sanctions imposed on Iraq after the Gulf war, Iraq was unwilling to take
full advantage of the program. This allowed Iraq to starve its own people and blame
the sanctions for their suffering. Under the oil-for-food program, we have taken this
excuse away from Saddam—instead using the proceeds of Iraqi oil sales to feed,
clothe and otherwise aid the Iraqi people. Iraq has imported—under UN super-
vision—$2.75 billion dollars worth of food, over $500 million dollars worth of medi-
cine and $400 million dollars worth of supplies for water, sanitation, electricity and
education. As a result, the average daily food ration for the Iraqi population has
risen from 1275 calories a day in 1996 to 2100 calories today.

Second, our support for the oil-for-food program has helped us maintain sanctions
imposed on Iraq by the United Nations. Undersecretary Pickering will expand on
this point, but let me say that we would have a harder time keeping UN sanctions
in place and enforced without this program, and multilateral sanctions are central
to our efforts to contain Saddam.

Third, our concern for meeting the needs of the Iraqi people has been crucial in
getting Iraq’s neighbors to support the actions we have had to take against Saddam.
The United States has always said sanctions are aimed at the current Iraqi regime,
not its people. The oil-for-food program has been—and remains—evidence that we
take Saddam’s responsibility to feed his population seriously, even when he does
not.

In conclusion, let me repeat that the oil-for-food program is a key component of
the Administration’s Iraq policy, and is, therefore, key to our national security. I un-
derstand the concerns some of you have about the possible impacts this program has
on domestic production. I share your concerns about our domestic oil industry. We
must balance foreign policy objectives against domestic concerns. But, the best way
to help the domestic industry is to increase demand by helping to re-build the Asian
economy and to lower production costs at home. As Secretary of Energy, I am deter-
mined to do whatever I can to alleviate the economic harm that low oil prices have
caused to our domestic oil production. But I also believe it is important that Iraq’s
oil revenues be used to relieve the suffering of the Iraqi people rather than by Sad-
dam Hussein for his own criminal purposes. We ensure this result through the com-
bination of sanctions and the oil-for-food program. I look forward to working and
consulting closely with the members of these committees on both of these important
energy and national security goals.

Thank you for your attention and I look forward to your questions.
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Chairman HELMS. Thank you, Mr. Secretary.
The Under Secretary of State for Political Affairs, Tom Pickering,
whom all of us have known for a long time. We welcome you, sir.

STATEMENT OF HON. THOMAS R. PICKERING, UNDER
SECRETARY OF STATE FOR POLITICAL AFFAIRS

Ambassador PICKERING. Thank you very much, Chairman Helms
and Chairman Murkowski. It is a pleasure to be back. I met with
you almost a year ago to discuss U.S. policy toward Iraq and the
role of the oil for food program and its position in that policy. I am
pleased to be here today, particularly with Secretary Richardson,
a distinguished public servant whose work I have long admired,
and I would like to take his invitation and yours to update you on
these issues.

The administration’s policy is to contain Saddam Hussein until
he can be removed from power. We will contain Iraq by maintain
sanctions on Iraq, enforcing the no-fly zones in the north and
south, and by maintaining a robust military presence in the region
and readiness to use force if Iraq reconstitutes its prohibited weap-
ons programs, threatens its neighbors, or moves against the Kurds
in the north.

In addition to these elements of containment, we are also work-
ing at the United Nations to build consensus in the Security Coun-
cil in support of an effective disarmament and monitoring presence
in Iraq. Over the long term, however, the only way to ensure that
Saddam no longer threatens either his people or his neighbors is
to work for a new government in Iraq, one that will maintain the
territorial integrity and unity of Iraq, respect the rights of Iraq’s
people and Iraq’s neighbors, and fulfil Iraq’s international obliga-
tions.

We are committed to helping Iraqis achieve this regime change
or transition. There are many tools we can use to help them, in-
cluding both the $8 million in economic support funds which the
Congress has appropriated for this purpose and the Iraq Liberation
Act. In the final analysis, change has to come from the Iraqi people
themselves. We cannot impose ideas or initiatives upon them.

In the meantime, United Nations sanctions on Iraq are critical
to our efforts to contain Saddam. The sanctions deprive Saddam of
the revenue he would otherwise use to reconstitute weapons of
mass destruction. That is why Saddam has set the lifting of sanc-
tions among his highest priorities. He actually declared publicly
that 1998 would be the year sanctions were lifted.

I am pleased to report to you in 1999 that he did not achieve his
goal, nor will he short of unconditional compliance with all his Se-
curity Council obligations.

It is also essential that we address the humanitarian needs of
the Iraqi people. Doing so is right in itself and crucial to maintain-
ing Security Council and regional support for sanctions while we
continue our efforts for regime change. It is also consistent with
our message to the Iraqi people that the United States is not
against the people of Iraq, only the regime that is responsible for
their plight.

By meeting Iraq’s genuine humanitarian needs, oil for food al-
lows us to maintain a tough sanctions regime against Iraq. Sanc-
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tions have never prohibited the import of food or medicine to Iragq.
However, the regime in Baghdad has been unwilling to take full
advantage of this exemption, and therefore in 1991 we first pro-
posed an oil for food program to meet the humanitarian needs of
the Iraqi people. Iraq, as you know, rejected the program.

In 1995 the Security Council, with full U.S. leadership and sup-
port, adopted a revised oil for food program, which Iraq, after 2
years of negotiation, finally accepted. The first food shipments
under this program arrived in Iraq in March 1997.

In February 1998, based on the Secretary General’s recommenda-
tions that additional funds were needed to meet the needs of the
Iraqi people, the Security Council adopted an expanded oil for food
program with our support. That program was renewed again in No-
vember.

The current oil for food program permits Iraq to sell up to $5.2
billion worth of oil every 6 months, two-thirds of which goes toward
the purchase of food, medicine, and other humanitarian goods such
as water and sanitation infrastructure supplies. The remaining
one-third goes to pay claims arising from Iraq’s occupation of Ku-
wait and to pay U.N. administrative costs and the costs for the
United Nations Special Commission inspection regime.

All revenues from Iraq’s oil sales are deposited in a United Na-
tions escrow account, to which Baghdad has no—I repeat, no—ac-
cess. All contracts are reviewed by the United Nations Sanctions
Committee and the funds are only distributed after the contracts
have been approved and the items received in Iraq. As a member
of the sanctions committee, the United States scrutinizes all con-
tracts. Because the committee operates by consensus, we can hold
or block any contract that is inappropriate or ill-advised.

Oil for food, the largest humanitarian program in United Nations
history, requires that Saddam spend his own money on the thing
he cares the least about, his own people.

As noted, the U.N. Sanctions Committee approves the sale of all
goods. The United Nations monitors on Iraq’s borders and inside
Iraq oversee their import and distribution. In northern Iraq the
distribution is carried out directly by United Nations personnel.

Oil for food is not a step toward lifting sanctions, nor does it re-
ward Iraq or accrue to Irag—to Saddam, I am sorry—or accrue to
Saddam’s benefit. This is a basic and important statement. If this
statement were wrong, much of what we have heard from other
speakers this morning would be correct. The fact, of course, is that
this particular statement is correct and therefore what we have
heard from other speakers this morning needs to be challenged on
the basis of this fact.

In fact, this particular statement makes sanctions, Saddam’s
worst enemy, sustainable. Without an oil for food program, history
has shown that Saddam Hussein would starve his own people to
force the international community in an attempt to lift sanctions.
Although we could use our veto at the United Nations Security
Council to prevent the lifting of sanctions, the pressure of a sympa-
thetic international community absent oil for food could also well
lead to the de facto breakdown of the sanctions regime by other
states freely breaking the constraints of that regime. That is not
now happening.
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The oil for food program has had a tremendous positive impact
on conditions for the average Iraqi. Since the beginning of the pro-
gram, $2.75 billion worth of food, over $500 million in medicine,
and $400 million worth of supplies for such issues as water, sanita-
tion, electricity, and education projects has been delivered to Iragq.
The daily food ration, as Secretary Richardson has just noticed, in-
creased from 1275 calories per day in 1996 to 2100 per day now
in 1999.

However, problems remain. Although malnutrition rates have de-
clined, they are still too high. Significant work on the sanitation
and water, electrical, education, agricultural, and other sectors is
also required. The United States will continue to work to improve
the oil for food program and to ensure that it serves its intended
purpose.

In February the Secretary General reported that there are $275
million worth of medicine sitting in Iraqi warehouses undistrib-
uted, something that you, Chairman Helms, referred to. This is un-
acceptable and we will work to change it. We will continue to scru-
tinize every contract for goods under the oil for food program and,
as you know, we can veto any contract that we judge to be inappro-
priate or ill-advised. Given the absence of the Special Commission
and TAEA inside Iraq, which have a role in monitoring dual use
goods, we have tightened our standards for contract approval.

In January the Security Council formed three panels to examine
disarmament, humanitarian, and Kuwait-related issues. In the lat-
ter category are missing Kuwaiti prisoners and funds and articles
taken from Kuwait during the war. We expect that the humani-
tarian panel’s report, due in mid-April, will suggest additional
changes that may enhance the program’s effectiveness.

We also have proposed that the Security Council consider lifting
the ceiling on oil sales permitted under the oil for food program.
In the short run, Iraq would be unable to expand oil exports, as
Secretary Richardson has explained. To increase oil exports, Iraq
first would have to repair its energy infrastructure, which will take
many, many months.

Over time, however, allowing increased Iraqi oil exports would
address concerns regarding the shortfall in revenues needed for hu-
manitarian purposes. Saddam, as I noted earlier, would not benefit
from these increased oil export revenues. The revenues would be
put in an escrow account and released only for the purchase of hu-
manitarian goods.

Lifting the ceiling would also serve to counter growing calls from
Arab states and Security Council members to lift sanctions out-
right. By removing the root cause of these calls for lifting sanc-
tions, we free our allies in the Arab world and elsewhere to support
our broader Iraq policy objectives. We also draw Security Council
support away from some of the more radical French and Russian
proposals to lift sanctions altogether and immediately.

All contracts would continue to be reviewed by the sanctions
committee. The United States, through its participation in that
committee, would continue to scrutinize all contracts and the
United States could hold or block any contracts we determine were
inappropriate or ill-advised.
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We also understand the concerns raised about the current oil
market situation. Secretary Richardson noted Iraq is only one
among several factors which has adversely impacted oil prices over
the last year. Our Iraq sanctions policy, however, has not been
linked to the price of oil on world markets, as he pointed out. This
was true in the early 1990’s when Iraqi oil was completely off the
world market, putting upward pressure on oil prices, and it re-
mains the case today.

Allowing oil price considerations to set our sanctions decisions or
seeking to use sanctions to target oil prices would undermine our
ability to provide for the humanitarian needs of the Iraqi people as
well as to maintain an international consensus aimed at containing
Saddam Hussein. Were international support for an effective U.N.
sanctions regime to erode away, Saddam would be a much greater
threat to the world community. He would quickly regain the free
use of $10 to $15 billion per year to put his weapons of mass de-
struction programs back in place. Even if his revenue were mon-
itored, having unrestricted access to such enormous revenues
would allow him to evade monitoring easily.

Moreover, the prospect of Iraq without U.N. sanctions would also
have a much greater negative impact on oil prices.

We remain concerned about the illegal traffic of oil and petro-
leum products out of Iraq, which was referred to here today,
through Turkey, Jordan, Syria, and the Persian Gulf. Each of these
avenues presents its own unique problems and we are addressing
each of them differently, but with the same degree of attention.

We continue, for example, to work with Turkey to develop a way
to bring illicit trade over the Turkish border within the framework
of the oil for food program as a way to reduce and eliminate any
revenues that might flow back into Iraq. We believe a similar ap-
proach should also be taken regarding Syria and we are approach-
ing that issue.

With respect to the smuggling of Iraqi gas oil through Iranian
territorial waters, we have had considerable success over the past
year in combining efforts to bring third country pressure to bear
on Tehran to end the trade with more direct military actions on our
part. This effort has also included the bombing of a section of the
Basra refinery devoted to producing products for this trade during
Desert Fox and the conduct of surge operations by the Multi-
national Maritime Interception Force, or MIF, in areas of the
northern Gulf known to be used by the Iraqis and others as routes
for moving smuggled cargos.

As for Jordan, although the United Nations has taken note of
Jordan’s trade of bartering humanitarian goods in exchange for oil
set at concessionary prices, we continue to work to reduce Jordan’s
dependence on Iraqi oil.

Although the oil for food program is not perfect, it is essential
to our policy of containing Saddam until there is a new government
in Baghdad. Without it, sanctions would be much more difficult to
sustain, Saddam Hussein would once again have control over tens
of billions of dollars a year to spend on weapons of mass destruc-
tion.

Thank you, and I welcome any questions that you might have.

[The prepared statement of Ambassador Pickering follows:]
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PREPARED STATEMENT OF HON. THOMAS R. PICKERING, UNDER SECRETARY OF STATE
FOR POLITICAL AFFAIRS

Mr. Chairmen: I met with you almost a year ago to discuss U.S. policy towards
Iraq and the role the “oil for food” program plays within it. I am pleased to be here
today to update you on these issues

The administration’s policy is to contain Saddam Hussein until he can be removed
from power. We will contain Iraq by maintaining sanctions on Iraq, enforcing the
no-fly zones in the North and South, and by maintaining a robust military presence
in the region and a readiness to use force if Iraq reconstitutes its prohibited weap-
ons programs, threatens its neighbors, or moves against the Kurds in the north.

In addition to these elements of containment, we are also working at the United
Nations to build, consensus in the Security Council in support of an effective
disarament and monitoring presence in Iraq.

Over the long-term, however, the only way to ensure that Saddam no longer
threatens either his people or his neighbors is to work for a new government in
Irag—one that will maintain the territorial integrity and unity of Iraq, respect the
rights of Iraq’s people and Iraq’s neighbors, and fulfill Iraq’s international obliga-
tions. We are committed to helping Iraqis achieve this regime change or transition.
There are many tools we can use to help them, including both the $8 million in Eco-
nomic Support Funds Congress has appropriated for this purpose, and the Iraq Lib-
eration Act. In the final analysis, change has to come from the Iraqi people them-
selves. We cannot impose ideas or initiatives on them.

In the meantime, U.N. sanctions on Iraq are critical to our efforts to contain Sad-
dam. The sanctions deprive Saddam of the revenue he would otherwise use to recon-
stitute weapons of mass destruction. That is why Saddam has set the lifting of sanc-
tions among his highest priorities. He actually declared publicly that 1998 would be
the year sanctions were lifted. I'm pleased to report to you in March 1999 that he
did not achieve his goal, nor will he short of unconditional compliance with all his
Security Council obligations.

It is also essential that we address the humanitarian needs of the Iraqi people.
Doing so is right in itself, and crucial to maintaining Security Council and regional
support for sanctions while we continue our efforts for regime change. It is also con-
sistent with our message to the Iraqi people that the United States is not against
the people of Irag—only the regime that is responsible for their plight. By meeting
Iraq’s genuine humanitarian needs, oil-for-food allows us to maintain a tough sanc-
tions regime against Iraq.

Sanctions have never prohibited the import of food or medicine to Iraq. However,
the regime in Baghdad has been unwilling to take full advantage of this exemption,
and, therefore, in 1991, we first proposed an oil-for-food program to meet the hu-
manitarian needs of the Iraqi people. Iraq rejected the program. In 1995, the Secu-
rity Council, with full U.S. leadership and support, adopted a revised oil-for-food
program, which Iraq finally accepted at the end of 1996. The first food shipments
under this program arrived in Iraq in March 1997. In February 1998, based on the
Secretary General’s recommendations that additional funds were needed to meet the
needs of the Iraqi people, the Security Council adopted an expanded oil-for-food pro-
gram. That program was renewed again in November.

The current oil-for-food program permits Iraq to sell up to $5.2 billion worth of
oil every six months, two-thirds of which goes towards the purchase of food, medi-
cine and other humanitarian goods such as water and sanitation infrastructure sup-
plies. The remaining one-third goes to pay claims arising from Irags occupation of
Kuwait, and to pay U.N. administrative and UNSCOM costs. All revenues from
Iraq’s oil sales are deposited in a U.N. escrow account to which Baghdad has no ac-
cess. All contracts are reviewed by the U.N. Sanctions Committee, and funds are
only distributed after the contracts have been approved, and the items received in
Iraq. As a member of the Sanctions Committee, the U.S. scrutinizes all contracts.
Because the Committee operates by consensus, we can hold or block any contract
that is inappropriate or ill-advised. Oil-for-food, the largest humanitarian program
in the U.N.’s history, requires that Saddam spend his own money on the thing he
cares least about—his own people.

As noted, the U.N. Sanctions Committee approves the sale of all goods; U.N. mon-
itors on Iraq’s borders and inside Iraq oversee their import and distribution. In
northern Iraq, the distribution is carried out directly by U.N. personnel.

Oil-for-food is not a step towards lifting sanctions, nor does it reward Saddam. In
fact, it makes sanctions—his worst enemy—sustainable. Without an oil-for-food pro-
gram, history has shown that Saddam Hussein would starve his own people to force
the international community to lift sanctions. Although we could use our veto at the
U.N. to prevent the lifting of sanctions, the pressure of a sympathetic international
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community—absent oil-for-food—could well lead to the de facto breakdown of the
sanctions regime.

The oil-for-food program has had a tremendous positive impact on conditions for
the average Iraqi. Since the beginning of the program, $2.75 billion worth of food,
over $500 million of medicine and $400 million worth of supplies for such things
as water, sanitation, electricity and education projects, has been delivered to Iraq.
The average daily food ration has increased from 1275 calories per day in 1996 to
2100 calories per day now. However, problems remain. Although malnutrition rates
have declined, they are still too high. Significant work on the sanitation and water,
electrical, education, agriculture and other sectors is still required.

The U.S. will continue to work to improve the oil-for-food program, and to ensure
that it serves its intended purpose. In February, the U.N Secretary General re-
ported that there are $275 million worth of medicine sitting in Iraqi warehouses un-
distributed. This is unacceptable, and we will work to change it. We will continue
to scrutinize every contract for goods under the oil-for-food program and can veto
any contract that we judge to be inappropriate or ill-advised. Given the absence of
UNSCOM and TAEA, which have a role in monitoring dual-use goods, we have
tightened our standards for contract approval. In January, the Security Council
formed three panels to examine disarmament, humanitarian and Kuwait-related
issues. We expect that the humanitarian panel’s report, due in mid-April, will sug-
gest additional changes that may enhance the program’s effectiveness.

We also have proposed that the Security Council consider lifting the ceiling on oil
sales permitted under the oil-for-food program. In the short run Iraq would be un-
able to expand oil exports. To increase o1l exports, Iraq first would have to repair
its energy infrastructure, which will take many months. But, over time, allowing in-
creased Iraqi oil exports would address concerns regarding the shortfall in revenues
needed for humanitarian purchases. Saddam would not benefit from these increased
oil export revenues. The revenues would be put in an escrow account and released
only for the purchase of humanitarian goods.

Lifting the ceiling also would serve to counter growing calls from Arab states and
Security Council members to lift sanctions outright. By removing the root cause of
calls for lifting sanctions, we free our allies in the Arab world and elsewhere to sup-
port our broader Iraq policy objectives. We also draw Security Council support away
from more radical French and Russian proposals to lift sanctions altogether. All con-
tracts would continue to be reviewed by the Sanctions Committee. The U.S., through
its participation in the Sanctions Committee, would continue to scrutinize all con-
tracts, and could hold or block any contracts we determine to be inappropriate or
ill-advised.

We also understand the concerns raised about the current oil market situation.
As Secretary Richardson noted, Iraq is only one among several factors which has
adversely impacted oil prices over the last year. Our Iraq sanctions policy, however,
has never been linked to the price of oil on world markets. This was true in the
early 1990s when Iraqi oil was completely off the world market, putting upward
pressure on oil prices, and it remains the case today. Allowing oil price consider-
ations to drive our sanctions decisions, or seeking to use sanctions to target oil
prices, would undermine our abilily to provide for the humanitarian needs of the
Iraqi people as well as to maintain an international consensus aimed at containing
Saddam Hussein.

Were international support for effective U.N. sanctions regimes to erode, Saddam
Hussein would be a much greater threat to the world community. He would quickly
regain the free use of ten to fifteen billion dollars per year to put into his WND
programs. Even if his revenue were monitored, having unrestricted access to such
enormous revenues would allow him to evade monitoring easily. Moreover, the pros-
pect of Iraq without U.N. sanctions would also have a much greater negative impact
on oil prices.

We remain concerned about the illegal traffic of oil and petroleum products out
of Irag—to Turkey, Jordan, Syria and the Persian Gulf. Each of these avenues pre-
sents unique problems, and we are addressing each of them differently. We continue
to work with Turkey to find a way to bring illicit trade over the Turkish border
within the framework of the oil-for-food program. We believe a similar approach
should also be taken regarding Syria. With respect to the smuggling of Iraqi gasoil
through Iranian territorial waters, we have had considerable success over the past
year in combining efforts to bring third-country pressure to bear on Tehran to end
the trade with more direct military actions. This has included bombing of the sec-
tion of the Basra refinery devoted to this trade during Desert Fox, and the conduct
of “surge operations” by the multi-national Maritime Interception Force or “MIF,”
in areas of the northern Gulf known to be used by the Iraqis and others as routes
for smuggled cargoes. As for Jordan, although the U.N. has taken note of Jordan’s
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trade of bartered humanitarian goods in exchange for Iraqi oil at concessionary
prices, we continue to work to reduce Jordan’s dependence on Iraqi oil.

Although the oil-for-food program is not perfect, it is essential to our policy of con-
taining Saddam until there is a new government in Baghdad. Without it, sanctions
would be much more difficult to sustain. Saddam Hussein would once again have
control over tens of billions of dollars a year to spend on weapons of mass destruc-
tion.

Thank you, and I welcome any questions you may have.

Chairman HELMS. Thank you, Mr. Pickering.

I note the arrival of the distinguished Democratic ranking mem-
ber and we recognize you for any statement you may wish to make.

Senator BIDEN. Well, thank you. I know better than to trespass
on the time of this committee, especially a joint committee like
this. So I will enter my statement in the record if I may, Mr. Chair-
man, and thank you for your courtesy and wish you a happy Saint
Patrick’s Day.

[The prepared statement of Senator Biden follows:]

PREPARED STATEMENT OF SENATOR JOSEPH R. BIDEN, JR.

Mr. Chairman, thank you for calling this hearing. I welcome our witnesses—Am-
bassador Pickering and Secretary Richardson.

Both of you have had the distinction of having served as U.S. Permanent Rep-
resentative to the United Nations.

Given all of the tough battles you have fought, I am sure that you are well-versed
in matters relating to Iraq.

As you know, for 8 years over 3 Administrations, we have sought to contain the
threat Saddam Hussein poses to our interests in the Persian Gulf.

Since last November, we have added to the policy of containment the goal of re-
moving Saddam Hussein from power. I support this change in policy.

We have argued vociferously that our policy, which includes the toughest sanc-
tiﬁ)ns in history, is directed not at the Iraqi people, but at their despicable leader-
ship.

But many of our allies in the Middle East, whose support is critical for our policy
to succeed, blame sanctions for the suffering of the Iraqi people. Others such as Rus-
sia, China, and France cynically propose easing sanctions in hopes of reaping com-
mercial rewards.

In 1991, the United Nations, with our support, offered Iraq a deal—it could sell
oil and use the proceeds under supervision to meet the humanitarian needs of its
people. Saddam Hussein demonstrated his callous disregard for the Iraqi people by
rejecting this program until 1996.

Since then, the amount of oil that Iraq is authorized to export under the oil-for-
food program has gradually been increased for two reasons. First, to more ade-
quately address the humanitarian needs of the Iraqi people. Second, to deflect inter-
national pressure to lift sanctions. I would submit that it has largely achieved both
of these objectives.

Recently, however, a legitimate domestic issue has been injected into an already
complex foreign policy calculation. Many of our domestic oil producers are hurting
because of the low price of oil. Increases in Iraqi oil production have come at the
wrong time by exacerbating the oversupply in the oil market and adding to down-
ward pressure on prices.

I don’t claim to be an expert on domestic energy policy—I leave that to my able
colleagues from the Energy Committee. But I do know that in foreign policy, we
often do not have the luxury of only choosing from good options. Sometimes we have
to pick the least bad option that serves our national interests.

That is what we are doing in Iraq.

Is the oil-for-food program perfect? Of course not. There are serious defects that
will be brought to light today and need to be corrected.But oil-for-food is meeting
our fundamental objective of keeping sanctions on Saddam Hussein while forcing
him to do something he does not like to do—and that is to spend oil revenues under
U.N. supervision to benefit the Iraqi people.

Without oil-for-food, sanctions would long ago have vanished, and Saddam would
have faced no constraints whatsoever in rebuilding his military arsenal.

As far as our domestic oil producers are concerned, I do not in any way wish to
downplay the tough times they face.
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_ My colleagues on the Energy Committee are in a better position to address this
issue.

But I hope that we can all agree upon our national security objective of contain-
ing, weakening, and eventually removing Saddam Hussein.

I look forward to your testimony.

Chairman HELMS. Thank you, sir.

I am going to yield my time and put myself at the end of the line,
and the next ranking Republican is Chuck Hagel, Senator from Ne-
braska. You are recognized.

By the way, we will limit ourselves to 5 minutes.

Chairman MURKOWSKI. 5 minutes on our side on questions, fair
enough?

Chairman HELMS. Exactly.

Senator HAGEL. Mr. Chairman, thank you. I too wish to express
my appreciation to our witnesses for their time this morning.

Secretary Richardson, in your statement on page 2, I am going
to read just a small part back and ask a question. The first para-
graph on the second page, you state: “Under the Oil for Food pro-
gram we have taken this excuse away from Saddam, instead using
the proceeds of Iraqi oil sales to feed, clothe, and otherwise aid the
Iraqi people. Iraq has imported, under U.N. supervision, $2.75 bil-
lion worth of food,” and it goes on.

Could you explain to this committee, Mr. Secretary, how that
works, the “under U.N. supervision”?

Secretary RICHARDSON. I will do my best, although I have forgot-
ten a lot of those U.N. bureaucracies.

Senator HAGEL. Well, with two former U.N. Ambassadors, I
know we will not want for expertise here.

Secretary RICHARDSON. At the United Nations there is a bu-
reaucracy, there is a number of people that administer the oil for
food program. Right now it is headed by a very competent individ-
ual by the name of Benon Sevan. The objective, Senator Hagel, of
this entity at the United Nations is to ensure that the oil for food
program is properly administered, that the Iraqi people are getting
the food and medicine that are part of this program.

They have encountered a lot of resistance from the Iraqi Govern-
ment in administering this program. But this is a group of men
and women very dedicated, that do their best to ensure that this
program is effectively implemented.

We have tried as much as we can while I was Ambassador to the
United Nations to ensure that this program is properly adminis-
tered. There have been some problems. We have had in our judg-
ment requests by the Iraqis to, instead of concentrating on food and
medicine, that some of the funding go to infrastructure to improve
their oil production, to other areas that improve their capacity to—
we want to make sure that they do not use the funds to build
weapons, to increase their military arsenal.

But our objective is to make sure that this board or this entity
at the United Nations effectively administers this program.

Senator HAGEL. Do you believe that the U.N. manpower is suffi-
cient to do that, the capability on the ground is able to get the job
done?

Secretary RICHARDSON. I believe it is. But maybe the Under Sec-
retary may want to add to what I said.
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Ambassador PICKERING. I would like to join Secretary Richardson
in that point. I think that, just to give you a brief review, there are
contractors as well as United Nations inspectors involved on the
ground in assuring that this process moves effectively. There is a
Dutch firm called Saybolt which monitors the exports. There are
members of a Swiss company, 50 of them, called Cotecna, which
has the contract at the four entry points to monitor what goes in.

The U.N. office has 150 inspectors. Eighty of them are sectoral
observers operating inside Iraq. They look at the goods nationwide
from the point of entry to delivery to the beneficiary. These are
people with strong technical expertise, World Health Organization
on medicines, for example, Food and Agricultural Organization on
food warehouses.

There are approximately, in addition, 50 geographic observers
from the office of the U.N. Humanitarian Coordinator. They track
the goods in various geographic regions to assure that they are eq-
uitably distributed.

There are 20 members of a multidisciplinary unit, highly quali-
fied sectoral experts who are not part of the

Senator HAGEL. Mr. Secretary, let me be rude here and interrupt
you since my time is limited here. Are you saying that you believe
1(:1hat ?We have an effective U.N. program in place, getting the job

one’

Ambassador PICKERING. I believe we have an effective U.N. pro-
gram, but I think Secretary Richardson and I would join together
to say we need to keep our eye on it, as we do, and if the process
of food increases and more goes in then we need to find ways to
be sure that the number of people is properly attuned to the vol-
ume being looked at.

Senator HAGEL. Let me see if I can sneak one additional question
in to you, Mr. Secretary. Thank you.

In your testimony, the last page, you refer to the fact that, with
respect to the smuggling of Iraqi gas oil through Iranian territorial
waters, we have had, in your testimony, “we have had considerable
success over the past year.” Could you explain to me what that
means, “considerable success”?

Ambassador PICKERING. I would say that if the chart were put
up again that we had looked at, we would see that on a number
of occasions the amount of Iraq smuggled oil had dropped almost
to zero, and that in fact some of that success has been putting pres-
sure on Iran, through whose waters some of this cargo is smuggled,
in places where the Multinational Interdiction Force can actually
interrupt the smuggling of the cargo.

Other areas where we have had success most recently is knock-
ing out the portion of the Basra refinery which provides gas oil to
those ships that are smuggling it. The current information I have
is that that particular effort in that area has reduced to a trickle.

Senator HAGEL. Is the Iranian Government involved in this in
any way?

Ambassador PICKERING. I cannot tell you for certain whether
they are or not in a direct sense, but I do know that indirectly they
have the authority, the right, and the obligation to control what
moves through their waters in terms of United Nations obligations
by which they are bound to prevent that from happening.
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Senator HAGEL. Mr. Chairman, thank you.

Chairman HELMS. Thank you, Senator.

Senator Murkowski.

Chairman MURKOWSKI. Thank you very much, Senator Helms.

I am not sure just how you get to be an enemy of the United
States any more, because clearly we are propping up this regime,
just like we are propping up the regime in North Korea. You know,
if you want to bring Saddam Hussein to his knees you cutoff his
oil flow. That is his cash-flow. That is 90 percent of it.

This policy of one day bombing, the next day supporting an in-
crease in his oil production, is beyond me and it is beyond my in-
terpretation of just what kind of a relationship we have. Under the
policy of the administration, I suppose you could go back to the
Second World War and wonder if we could provide assistance for
the people in Germany or the people in Japan or the people in Italy
and that would somehow allow us to maintain a relationship of
some kind.

But you know, clearly we have a different agenda than Saddam
Hussein. In my opinion, when you send American troops in harm’s
way to do somebody no good, they are the enemy. We are propping
up this regime.

Mr. Pickering, your suggestion that somehow, at the conclusion
of your statement, without sanctions there would be a difficult situ-
ation because Saddam would use the funds he generates from oil
to build weapons of mass destruction—but if you cutoff his oil flow
he cannot build weapons of mass destruction, he crumbles, and
there will be in Baghdad a change. Now, the people will certainly
suffer, but they are suffering anyway.

We are sustaining this process for reasons that obviously are a
change in policy from our traditional evaluation of who is an enemy
when we send our troops in harm’s way to do the harm, kill their
people.

When you look at the action taken on this oil refinery, and you
mentioned it, Mr. Pickering, the question is one day we bomb the
oil refinery, the next day we allow funds to replace it, if you will.

This was of course the pipeline when the fighter jets bombed the
communication center and you remember our Secretary of Defense
indicated that he was deeply concerned about the attack, which
suspended Iraq’s oil exports. Will Saddam Hussein now be able to
use his oil for food funds to rebuild this communications center,
Mr. Pickering?

Ambassador PICKERING. I do not believe so.

Chairman MURKOWSKI. You do not believe. Then it will not hap-
pen, then?

Ambassador PICKERING. I would like to address the whole ques-
tion you raise, Senator.

Chairman MURKOWSKI. Well, I do not have a lot of time here. I
would like you to provide for the record whether or not the U.N.
in its process is going to allow those funds to repair damage to that
pipeline complex or not. Is that fair enough?

Ambassador PICKERING. Please, and I will be glad to do it.

[The information referred to was not available at time of publica-
tion.]
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Chairman MURKOWSKI. As of March 12, 391 oil sector contracts
worth $236 million were approved by the U.N. Let us see where
they have gone: France, $89 million; China, $21 million; Russia,
$17 million; the United States, zero. They are not buying anything
from us, are they?

Ambassador PICKERING. No.

Chairman MURKOWSKI. Why?

Ambassador PICKERING. Because they have a conscious policy of
not buying from us.

Chairman MURKOWSKI. And we have a conscious policy of allow-
ing them to produce more oil. Boy, it is beyond me, I tell you. I just
cannot quite buy into your—now, the suggestion was made, Mr.
Secretary, concerning the generalization that somehow this policy
of allowing Iraq to produce more oil does not have anything to do
with prices. Yet George Yates, the chairman of the Independent Pe-
troleum Association, wrote a recent op-ed in the New York Times
in which he said: “He”—meaning Saddam Hussein—“is in a posi-
tion to rock the oil markets in either direction, either destabilizing
exporting countries as he is doing today or punishing the consumer
countries by withholding oil from the market.”

Now, I do not know whether you agree with the statement. You
know OPEC cut their production the other day—Saudi Arabia,
Iran, Algeria, Venezuela, Mexico. Iraq was not in there. They did
not cut their production. But you know what happened to the
price? The price went up. Now, they cut their production by 2.5
million barrels per day. That is equal to Saddam Hussein’s current
production. The price went up from $12.25 a barrel to $14.87 a bar-
rel.

So Mr. Secretary, I fail to understand your rationale that Sad-
dam Hussein’s contribution does not significantly have an effect on
the price of oil when clearly we have evidence that just came out
the other day that if you cut the production, price goes up. Could
you explain that, Mr. Secretary?

Secretary RICHARDSON. Yes, I will, Senator. Let me just say that
we have—on sanctions, our sanctions policy has cost Saddam Hus-
sein about $120 billion between 1991 and 1996. To say we are re-
warding him is just not correct.

Let me also say, Senator, that when I was Ambassador at the
U.N. it was tough to keep those sanctions on. We always succeeded
because of our persistence and the British. Sometimes what we
used as an important component in our policy was the oil for food
program giving humanitarian aid to the Iraqi people that Saddam
was not willing to give, under very tight controls. We were able to
achieve our objectives of keeping the sanctions on.

Sanctions are keeping the revenue away from Saddam. They are
not propping him up.

Now, let me deal with the energy question. I do disagree
with

Chairman MURKOWSKI. We have a differing interpretation, but
go ahead. I respect your opinion.

Secretary RICHARDSON. I do disagree with Mr. Yates, although he
is from New Mexico and I was with him yesterday and he was at
the White House meeting eliciting that same point of view.
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The price of oil by the way—this is good news—it has gone up
$3 dollars in the last month. It is now, the west Texas intermediate
crude is $14.74, which is high for the year.

My point here, Senator, is that we believe that the effect of Iraqi
actions has been marginal, that there are other causes for the
change in Iraqi prices, in world prices. I mentioned the Asian fi-
nancial crisis, the warm winters, other factors. Iraq is not a player
here. So we fail to see their actions determining the international
oil market that affects our domestic producers. We do fail to see
this.

What we would like to do is find ways together to help the do-
mestic oil and gas producer, and we are working together on that
with you and with members of your committee. But to say that
Iraq is a major player, it is not the swing producer. Saudi Arabia
is the swing producer. There is no way that Iraq and the oil for
food program are making Iraq the swing producer.

This applies to countries that have excess oil capacity that they
can use to impact world oil markets. Only one country, Saudi Ara-
bia, does that. Iraq would likely continue to fill its full capacity and
therefore would not have their influence on world markets. So we
reject this view that they are the swing producer they are alleged
to be.

Chairman MURKOWSKI. Thank you. My time is up, but I remain
from Missouri on the explanation.

Chairman HELMS. Senator Brownback, you have been here from
the beginning.

Senator BROWNBACK. Thank you, Mr. Chairman. I appreciate you
holding the hearing. I appreciate very much the witnesses’ attend-
ance and presentations.

I am very troubled—I have been stating this for some period of
time—with our policy toward Iraq. It seems to me that we have got
an opportune window right now to press this issue forward to have
Saddam Hussein out of power, and we seem to be waiting on him
to die of eating too much fatty food instead of pressing the case for-
ward. I think that we ought to be pressing him much more.

Mr. Pickering—and I respect greatly both of your abilities. You
are very talented men and I got to serve with Mr. Richardson in
the house.

Mr. Pickering, are we at war with Iraq?

Ambassador PICKERING. No, we are not at war with Iraq. We
have used military force, as you know, both in Desert Fox to deal
with his being out of compliance with U.N. resolutions and to re-
duce and diminish his capacity militarily to do that and to affect
his neighbors, and we are continuing to enforce the no-fly zones.

Senator BROWNBACK. So what would you describe we are in with
Iraq now?

Ambassador PICKERING. We are certainly in a state of animosity.
We are using military force to accomplish those objectives which I
have set out for you.

Senator BROWNBACK. Well, I think we should be in a degree of
great animosity——

Ambassador PICKERING. We can be that way.

Senator BROWNBACK [continuing]. If you would like. And we are
not acting that way. If I could with you, we have been going
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through and now you want to lift, as I understand, entirely all limi-
tations on oil exports, which I disagree strongly with.

I want to read you just the last, the Security Council phase five
approval contracts and the amount. Phase five, the committee, the
U.N. committee, has approved contracts worth $709 million and
put one contract worth 5190,000 on hold. Now, if my calculations
are correct we have put .03 percent of the contracts on hold, the
value of the contracts.

Last week the OIP received a further six contracts for the supply
of oil industry spare parts and equipment worth about $2.2 million.
The total received now is 534 with a total value of $283 million
roughly, 661. The committee approved five contracts worth $6.5
million, bringing the total approved to 391 worth $236 million.
There are currently 94 contracts on hold worth about $28 million
or about 13 percent.

So we are basically letting everything flow through. If I might
note in the humanitarian area that the chairman held up this
package containing, the note on it says, approximately 20 percent
of the so-called distribution list of the items requested by Iraq
under the oil for food program. I just want to look at that. The
chairman held it up, and it does strain one.

But you know what is even more straining, is to listen to what
is approved under this list of items that are food aid, food proc-
essed items. Listen to this: transportation trucks, 30 to 35 ton ca-
pacity with spare parts. Now, I wonder what all that could be used
for? I know how we could use it on our farm in Kansas, but I also
know how it could be used in the field of war in Iraq.

Forklifts, different types, and caps, with spare parts. Diesel en-
gine generating set. You go on. That is just the first page I picked
out of here. You could have picked out 100 different pages.

Well, let us see what we get on this one. Steel wire, construction,
railway crane, hydraulic crawler crane. I just pulled that one up in
the middle of this list of 20. I wonder what else we could get here.
This is all under food aid. This is the food humanitarian aid.

Well, here is a colonoscopy scope. I do not know what that—that
must be in another category. Maybe that is for lifting all this.

My point in saying this, and I will wrap up, Mr. Chairman, is
we are not at a stage of great animosity. Perhaps we are at a con-
tainment strategy. We are not at a containment plus removal strat-
egy to any effectiveness. We are allowing virtually everything to
flow freely through, and we are at a time, if I could, we are at a
time when he is in a weakened state, and we should prosecute this
on to its completion at this point in time, at this point in time, and
not be waiting and waiting and allowing more to flow through.

This is the time to move forward.

I appreciate your patience and indulgence.

Chairman HELMS. Senator Nickles.

Senator NICKLES. Mr. Chairman, thank you very much.

This has been a very interesting hearing. I think I heard both
witnesses say that our policy has not rewarded him. I wrote down
“Rewarding him is not correct,” rewarding him for noncompliance.
Is that your statement?

Ambassador PICKERING. Yes.

Secretary RICHARDSON. Yes.
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Senator NICKLES. Let me just take you back to January of last
year. January of last year we had 30,000 troops in the area and
we were very close to going to war, is that correct? We were really
close to having a significant punishing military strike in January
1998, correct?

Ambassador PICKERING. Correct.

Senator NICKLES. Is that not correct? I did not dream this up?

Secretary RICHARDSON. Yes.

Senator NICKLES. And then in February, due to the leadership of
Kofi Annan and the support of the United States, we passed a reso-
lution that said that he could double his oil for food program to
where he could sell up to $10.4 billion worth of oil. In exchange for
that, we had renewed access to UNSCOM, is that not correct?
UNSCOM had access into Iraq?

We were going to strike to force him to comply with UNSCOM,
and in exchange, although there is 3 days difference in timing, but
we granted him that $10.4 billion, doubled his oil sales, and in ex-
change we now had renewed access for UNSCOM. Is that not cor-
rect?

Ambassador PICKERING. I do not believe that there was an ex-
change involved, because there is no program that Saddam dislikes
more than the oil for food program. It is a program designed to
deny him revenue, $120 billion through sanctions. Each year what-
ever amount goes into the oil for food program is no longer avail-
able to Saddam. It takes money away from Saddam.

Senator NICKLES. Correct me if I am wrong, Mr. Secretary. We
were close to going to war in January. We were very close to going
to war in January and February. On February 20 the U.N. passed
a resolution allowing him to double his oil sales.

Ambassador PICKERING. It came at the end of the regular 6-
month period for renewals. It was a conjunction of time. I do not
believe—and I watched that very carefully—it had anything to do
with Kofi Annan’s visit or the memorandum which was produced
and endorsed by the United Nations——

Senator NICKLES. They were separated by a week.

Ambassador PICKERING. They were separated by a week, but he
knew 6 months ahead of time that it was coming.

Senator NICKLES. Well, listen to this, Mr. Secretary. So all of a
sudden we have renewed cooperation for UNSCOM, which lasted
about 6 months. UNSCOM was basically denied access in

Ambassador PICKERING. In August and October.

Senator NICKLES [continuing]. In August and kicked out in Octo-
ber. So he doubled his oil sales, we had temporary renewed access
for UNSCOM. They were denied access throughout 1997. We had
renewed access in 1998 for about 6 months. They started getting
close, they were denied access in July, kicked out—or August, and
kicked out in October.

So the net result was we allowed him to double his oil sales, we
had temporary access for UNSCOM, and then UNSCOM was
kicked out and his oil sales continued. I find that rewarding his
noncompliance.

He did not comply. We were using the sanctions, including oil
sales sanctions, limits on what he could sell, in a measure to put
leverage on him to get him to comply. We doubled it so he would
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comply again and avert war. We did that, he complied temporarily,
he withdrew his compliance, and he continued to sell the oil. That
has rewarded his noncompliance.

The net result is you have no UNSCOM. Correct me if I am
wrong. Did I sleep through something? Is UNSCOM in Iraq today?
Are they conducting onsite inspections today? No, the answer is no.
So Saddam Hussein is now able—and Secretary Richardson, you
made a comment that I have to—you said, well, these policies in
lifting the cap will have no future impact, negative impact on oil
prices.

What you are really saying is that the deal that was cooked by
the U.N. resolution of February 20 allowing him to double the oil
sales more than exceeded his capacity for a long time and so the
damage is already done.

Oil sales in 1998 went from 1.2 to 2.5 just in this last year,
which was allowed by the resolution that passed in February. So
basically that resolution in January—that passed in February al-
lows him to produce all the oil that he wants.

Mr. Secretary, one other comment that you will regret. You said
Iraq is not a player dealing with these oil prices. The very fact they
are producing 2 million barrels more per day today than they were
3 years ago means that they have greatly contributed to an already
soft market, which was the other 3 reasons which you alluded to
in the EIA statement.

Secretary RICHARDSON. Senator, I do stand by my statement.

Senator NICKLES. They are not a player?

Secretary RICHARDSON. Iraq is not a swing player.

Senator NICKLES. That 2 million barrels had nothing to do with
the softness of the market.

Secretary RICHARDSON. It has a marginal, manageable effect.
(l)lur economists at the Energy Information Agency concur with
that.

Let me just say, Senator, there are two premises that I think you
are making that are incorrect. The first one is Saddam Hussein
does not like this program, because what we are doing is feeding
his people against his will because he wants to use all revenues to
increase his weapons of mass destruction, his military capability.

Second, the oil for food program is a very tightly controlled pro-
gram. The United Nations is able to control how this money is
spent. It is not as if he is enriching himself or he is diverting some
of these funds to other purposes. We have worked very hard to
make sure that he spends it on food and medicine.

Senator NICKLES. Mr. Chairman, I know you are gaveling.

I would urge you to look at Platt’s Oilgram November 1998 that
basically implies that he is able to funnel millions of dollars, maybe
very significant, hundreds of millions of dollars, by discounts and
use that money for weapons or anything else. This is a report that
I would urge you to look at and respond to.

Ambassador PICKERING. I would just say, Senator Nickles, we
hfgv}? looked at that very, very carefully. We have found no evidence
of that.

Senator NICKLES. Would you give that to me in writing?

Ambassador PICKERING. Yes.

Senator NICKLES. I appreciate that.
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Senator NICKLES. Thank you, Mr. Chairman.

Chairman HELMS. Senator, maybe we can beat him to death with
a wet noodle. Have you ever thought of that?

Senator Biden.

Senator BIDEN. Thank you, Mr. Chairman.

Gentlemen, you should get combat pay today. You have been
dealt a lousy hand here to come up and make this case. Quite
bluntly, you have only one of three arguments you can even begin
to sell here.

One is that somehow if we lift the ceiling more Iraqi people are
going to be better off physically and in terms of health, and that
is going to cause them to look with favor on us and disfavor on
Saddam and throw him out more rapidly. It does not sell very well.

The second one is that if we do not raise this our erstwhile allies
are going to walk on us. That is your most powerful argument: If
we do not do this the French, the Russians, everyone else, is going
to walk away from sanctions policy, so notwithstanding the fact
that we maintain sanctions there will be no sanctions policy.

The third argument is the one most fascinating, which you can-
not make. I am going to be a little facetious. That argument says
by raising the ceiling oil prices will stay low because, notwithstand-
ing all the oil State producing Senators here, my folks back home
listen to this—and by the way, I happen to agree that we are in
trouble, but back in my State people are saying: Now, those guys
from Oklahoma and Kansas, what are they doing? They want my
gasoline prices to go up? They want my heating oil bills to rise?
They kind of like this idea, you know what I mean? They kind of
like the idea that prices are low.

So they have got a lousy argument, substantively correct but a
lousy argument politically. And you all have a horrible argument
politically to make here.

I only have one question. You cannot—you are not able now.
There is nobody on the ground. No one is controlling the distribu-
tion except in northern Iraq. We do not know for certain where this
is going in central and southern Iraq. We do not have the kind of
control we had before. The U.N. is not there in the same—oh, come
on now. Look, I am on your team. These guys are not. I am. I
mean, we are all on the same team, but I mean I am with you
guys.

But we have an old expression, do not kid a kidder, you know
what I mean? This is a lousy idea. Unless you are able to come up
here and show some of us that the whole sanctions regime falls un-
less this happens, then do not count me in, do not count me in to
help you.

I will be blunt about it. If I do not help you, it ain’t going to hap-
pen, only because they ain’t going to help you. They disagree with
you. It is not that I am so special. It is just that I happen to be
a Democrat who thinks the idea is lousy.

I happen to agree with Mr. Brownback right now, Senator
Brownback. This is the time to pursue.

Now, if you can give me the reason why—I say to my friend from
Oklahoma, the reason why the action was taken so hastily 1 week
after we—pardon me? One week before, I should say. Thank you
very much, I appreciate that.
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I do not know what I would do without these staff guys, you
know what I mean? I do not know how I could speak. I would get
up in the morning and I do not know what I would be able to do.

Senator WELLSTONE. Joe, we are pretty sure you could speak.

Senator NICKLES. We were not worried about that.

Senator BIDEN. I am not all that sure you would understand.
That is my only concern.

Now, what happened was, the reason why we did pass the reso-
lution to expand the oil for food program as hastily as we did, if
I remember correctly, we did it because we thought we were going
to bomb and we wanted to lessen international opposition. That is
what I remember doing. I remember those discussions.

Why do you not just say that? That is what happened. We want-
ed to have the authority and did not want the U.N. getting in the
way and we wanted to bomb. And we were told, at least I was told,
by everyone at the White House and everyone that talked to me
and everyone I talked to in Europe, that: Hey look, man, we are
not going to stay with you, we are not going to stay with you.

Our Republican friends kept saying: Why can you not hold the
coalition together? Why can you not do that? George did it. Why
can you not do it? So you held the coalition together, but one of the
things you had to do is you had to give, and you gave on this, we
gave ({)n this. That is what I remember. That is factually what hap-
pened.

But if you guys cannot come up here and lay out a case that the
whole sanctions regime falls or is likely to fall if this does not rise.
You have forgotten, Bill, more about the House than I am going to
ever know—I mean it sincerely. This dog will not hunt, as they say.

So you have got to come up with a rationale different than the
one that is being offered here. And unless in fact, in my humble
opinion, you can show we are worse off relative to containing Sad-
dam if this is not raised, then I do not think you can sell this.

Chairman HELMS. Senator Wellstone.

Senator NICKLES. Mr. Chairman, could I have one 30-second
question?

Senator WELLSTONE. Sure.

Senator NICKLES. Mr. Secretary, you mentioned that the refinery
in Basra was hit during the bombing campaign in December.

Ambassador PICKERING. That is correct.

Senator NICKLES. Are we going to use these funds—is that going
to be repaired with this money?

Ambassador PICKERING, No.

Senator NICKLES. But they are using a lot of other money to en-
hance their oil infrastructure, is that not correct?

Ambassador PICKERING That is correct, their oil export infra-
structure.

Senator NICKLES. But not for the refinery?

Ambassador PICKERING. They are in some cases for refineries
that provide some product to the domestic market, so they can
move food.

Senator NICKLES. But none of that money is going to be used to
repair the Basra refinery?

Ambassador PICKERING. For Basra.

Senator NICKLES. Thank you.
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Thank you, Senator.

Chairman HELMS. Before Senator Wellstone begins, just one mo-
ment for housekeeping. For Senators who are not able to be here,
we will keep the record open for a couple of days so that they can
file written questions, to which I presume that both of you are will-
ing to respond.

At the conclusion of Senator Wellstone’s questioning, we will de-
clare the meeting in recess and get you out of here, as I promised
to do, by 12 o’clock.

Senator Wellstone.

Chairman MURKOWSKI. Thank you. Mr. Chairman, thank you. I
had some people outside. I am not back for any more questions.

Chairman HELMS. Senator Wellstone.

Senator WELLSTONE. Thank you, Mr. Chairman.

One political economy point and then my one question, which is
apparently a very different question than the ones that have been
put to you. In all due respect to some of my colleagues, I do not
think Minnesotans are as concerned about an increase in supply of
oil and somehow that leading to lower prices. Minnesotans do not
necessarily equate the health of the oil companies with their own,
the health of their families, and would not put that as a sort of
major kind of rationale for any foreign policy decision we make.

This is my question. I feel like I am, Mr. Chairman, just thinking
about this in a very different way, but I have seen the reports on
the number of innocent people who have died in Iraq since the
sanctions went into effect—men, women, and children. I have met
with very reputable doctors and others in the health care field who
have visited Iraq and have come back and have presented reports
which, translated into personal terms, are I think devastating.

I have no doubt that Saddam Hussein is a very cruel man who
cares not a whit about these people. But that does not mean we
should not. That does not mean we should not. I have not heard
a word about this today.

So my question is, what do you believe that we should—what is
the best public policy for our country? What should we do, since we
do care about innocent people, to try and make sure that this does
not go on? I mean, the only questions I have heard have been about
the oil companies and prices and all of the rest and going to war.
I am concerned about what is happening to people in Iraq. I think
this is the best of our country, to be concerned.

Could you tell me what your best recommendation is?

Secretary RICHARDSON. I will let Secretary Pickering amplify,
but, Senator, I think the best argument is our policy, oil for food,
where to address the concerns that you mentioned, very rightly
so—our beef is not with the Iraqi people; it is with Saddam Hus-
selzin—that we deal with the oil and medicine needs of the Iraqi peo-
ple.

The oil for food program that allows Saddam to sell his oil, ex-
pressly controlled so that, by the United Nations, the Iraqi people
can get some food and medicine, that we believe is the best way
to deal with those humanitarian needs that you mention.

I also want to say something——

Senator WELLSTONE. Do they have the infrastructure to do it?
Can he do it or not?
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Ambassador PICKERING. It has to be increased. Senator
Wellstone, let me——

Senator WELLSTONE. What has to be increased?

Ambassador PICKERING. Some of his infrastructure, and that is
what some of the money is going for.

Let me just emphasize what Secretary Richardson has said be-
cause, contrary to what I have been hearing around the table, our
policy is not to go to war with the people of Iraq.

Senator WELLSTONE. Yes.

Ambassador PICKERING. Our policy has been——

Senator WELLSTONE. I would like to thank you for stating that.

Ambassador PICKERING. I thank you for the chance to state it.

Senator WELLSTONE. It needs to be said today.

Ambassador PICKERING. I have not had a chance until now to
state that. But it is very important. It was part of my initial state-
ment.

Second, we have been concerned, as you have. For 5 years he re-
fused to open the door, Saddam did, on this possibility, and we had
very serious accounts of starvation and malnutrition, verified by
people who went there, verified by U.N. surveys.

By 1997 we began this program. It became clear early on that
the initial judgments about the level of activity were not correct
and they needed to be increased. Some months before the incident
that Senator Nickles talked about, the Security Council asked the
Secretary General for a report on what was necessary, coterminous
with the fact that the whole program ran out just at about that
time, 6 months after its second approval.

We therefore approved an increase because that was what the
Secretary General told us was needed by the people of Iraq to re-
duce malnutrition, to deal with deaths, to increase the amount of
food and medicine. We are still deeply concerned about this pro-
gram because Saddam is not cooperating. It requires some coopera-
tion on the part of Iraq. The infrastructure for moving larger
amounts of oil is not there. It needs, obviously, to be repaired and
improved and put in place.

So all of those things I think are germane and appropriate to the
point that you have made and the question you have asked.

Secretary RICHARDSON. Senator Helms, if I could just respond to
Senator Biden. Could you allow me 2 minutes?

Chairman HELMS. Sure.

Secretary RICHARDSON. Senator Biden, before you came we were
very clear that one of the rationales for the cornerstone of our Iraq
policy, sanctions, keeping them on, which I had to fight and Sec-
retary Pickering, too, to keep within the Security Council that we
maintain the sanctions, was to have the oil for food program. It
was not a direct connection, but we also happen to think that that
is good policy.

Senator BIDEN. I am not suggesting you do not think it is good
policy. I am not suggesting you do not. But I am telling you politi-
cally, that is all.

Secretary RICHARDSON. I understand. But at the same time, Sen-
ator, let me just say that the impression by some members of this
committee is that our Iraq policy is not working. I disagree. Sad-
dam Hussein is contained, he is further isolated. We have inflicted
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considerable damage on his military with the bombing that took
place. He is right now a pariah. The prospects of sanctions being
lifted in the United Nations—I have not been there recently—I do
not think they are looking particularly good.

So I reject this view that what we have done is not working. It
is working.

Now, on the oil for food issue, Senator, I am here to say on the
domestic side that the oil for food program has not adversely af-
fected international oil prices to the point where our domestic oil
producers should be concerned. Iraq is not a swing player. It affects
marginally world oil prices.

The best way to help the domestic industry is to increase demand
by helping to rebuild the Asian economy and to lower production
costs at home, that I think we are doing.

I did not want to—I know this is on your time, but

Senator BIDEN. No, I appreciate the chairman allowing it. If I
could have 10 seconds, Mr. Chairman?

Chairman HELMS. Sure, sure.

Chairman MURKOWSKI. You will never make it. Ten seconds,
Joe? Come on.

Senator BIDEN. All right. Get ready, get set, go:

I think what these guys are worried about is you are going to
make the same mistake that Bush made. You have them down, the
policy is working; this is going to let him up.

How many seconds?

Chairman HELMS. Exactly.

Now, I will tell you what we have not discussed, and that is the
fact that the survivors or the thousands upon thousands murdered
by Saddam Hussein will tell you that the most humane thing you
can do for the people is to get rid of him.

Well, thank you very much, gentlemen.

Chairman MURKOWSKI. I thank you as well.

Go ahead. You conclude and then I will conclude.

Chairman HELMS. I am simply going to conclude. I have already
told them that they will receive written questions and they will re-
spond to them.

Now I turn it over to the co-chairman.

Chairman MURKOWSKI. Thank you very much. I want to thank
you, Senator Helms.

I would make a couple of reminders to the Secretary. You know,
when we have a resolution such as 687 and it is not binding, we
are playing games. That is just what we are doing when we passed
that resolution which required him to disclose, destroy, and under-
take unconditionally never to resume such activities again.

Mr. Secretary, this has not happened. We both know it. That is
wrong. You are either going to have resolutions that are binding
or you are not.

For the benefit of my friend from Minnesota, I remember the gas
lines around the block, and the people in Alaska and the people in
Minnesota, who did they blame? They blamed government for al-
lowing this to happen. This is going to happen again some day, be-
cause we are now 54 percent on imported oil. The Department of
Energy suggests we will be up to 62 or 64 percent by the year 2005
to 2010.
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We are compromising our energy security for imports, and that
is dangerous.

Finally, Mr. Secretary, if you dump a gallon of oil on that table
it is going to spread all over, your side and my side. My point is
when you take 2.5 million barrels of oil, if it is Saddam Hussein’s,
out of the marketplace, it is not swing, but it makes a difference
in the price, just like it did the other day when the OPEC nations
cut production 2.5 million barrels per day and the price went up
two dollars. It is not swing, but it does make a difference.

Thank you.

Chairman HELMS. We stand in recess.

[Whereupon, at 12:03 p.m., the committees were adjourned.]



APPENDIX

RESPONSE OF SECRETARY RICHARDSON TO AN ADDITIONAL QUESTION SUBMITTED BY
SENATOR JEFF BINGAMAN

Question. You testified that Iraq is not a swing producer, therefore Iraqi oil ex-
ports are not affecting the world oil price. In testimony before the Energy and Natu-
ral Resources Committee in January, Jay Hakes, the Administrator of the Energy
Information Administration, put Iraqi oil exports at the top of the list of causes for
the continuing low prices. All outside oil market analysts who have either testified
before or briefed the Committee have clearly identified the rapid escalation in Iraqi
exports as a contributor to the fall in oil prices and the sustained weakness. How
do you explain your statement at the hearing?

Answer. I am in agreement with Jay Hakes that Iraqi oil exports are one of the
factors that have contributed to lower world oil prices. Iraqi oil exports have in-
creased by about 2 million barrels per day since late 1996 and occurred at the same
time as the slowdown in oil demand growth in Asia. However, Iraq is not a “swing
producer” since it does not have the flexibility to increase production significantly
in the near future.
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