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1 Government Communication on
Strategic Export Control

In this Communication the Government provides an account of its policy
regarding strategic export control in 2014, i.e. the export control of
military equipment and dual-use items. Controlling exports of military
equipment is necessary in order to meet both our national objectives and
our international obligations, by ensuring that the products exported from
Sweden go to approved recipient countries in accordance with
established guidelines. Military equipment may only be exported if there
are security and defence policy reasons for doing so, and provided there
is no conflict with Sweden’s foreign policy. Applications for licences are
considered in accordance with both the Swedish guidelines on exports on
military equipment and the criteria in the EU Common Position on Arms
Exports. As of June 2014, export applications are also examined under
the criteria in the United Nations (UN) Arms Trade Treaty (ATT).

The multilateral agreements and instruments relating to disarmament
and non-proliferation are important manifestations of the international
community’s efforts to prevent the proliferation of and uncontrolled trade
in dual-use items (DUIs) that can be used to produce weapons of mass
destruction. The objectives behind these efforts are fully shared by
Sweden. However, there is also a need for the agreements to be
supplemented by strict and effective national export controls to achieve
the declared objectives. Export controls are therefore a key instrument
for individual governments when it comes to meeting their international
obligations with respect to non-proliferation.

This is the thirty-first time that the Government has reported on
Sweden’s export control policy in a Communication to the Riksdag. The
first Communication was presented in 1985. Sweden was at that time one
of the first countries in Europe to provide a transparent account of the
preceding year’s export control activities. In addition to informing the
Riksdag of Sweden’s export control policy, the communication is
intended to provide a basis for wider discussion of issues related to
export controls on military equipment and Dual-Use items.

Over the years, the Communication has been developed from a brief
compilation of Swedish exports of military equipment without extensive
explanations, to a relatively comprehensive account of Sweden’s export
control policy in its entirety. More statistics are available today thanks to
an increasingly transparent policy and more effective information
processing systems. In parallel with Sweden’s policy of disclosure, EU
member states have gradually developed, since 2000, a shared policy of
detailed disclosure. The Government continually strives to increase
transparency in the area of export control.

This Communication consists of three parts and a section on statistics.
The first part contains an account of Swedish export controls of military
equipment. The second part deals with Swedish export controls of dual-

Comm. 2014/15:114



Comm. 2014/15:114 use items. In the third part, the Government presents the authorities
responsible for this area. There then follows a section containing
statistics covering Swedish exports of military equipment and dual-use
items. At the Government’s request, the Inspectorate of Strategic
Products (ISP) and the Swedish Radiation Safety Authority (SSM)
supply data for this Communication. The statistics in this
Communication supplement the information available in these
authorities' own publications.

Significant events during the year

Following parliamentary reading of Govt. Bill 2013/14:190 on Sweden’s
accession to the UN Arms Trade Treaty, Sweden ratified the treaty on 10
June 2014. The Government decided at the same time that Sweden would
begin to apply the core provisions of the treaty immediately. Once 50
ratifications had been achieved during the course of the autumn, the
treaty entered officially into force on 24 December 2014. Preparations
for the first conference of the states parties, planned for the late summer
of 2015, were also begun during 2014. Sweden has taken active part in
these efforts and has also proposed a Swedish candidate for head of the
secretariat to be agreed on at the first states parties’ conference and
instituted following it.

As a result of the Arms Trade Treaty’s entry into force, work also
continued on updating Council Common Position 2008/944/CFSP
defining common rules governing control of exports of military
technology and equipment.

In December the Supervisory committee for military equipment exports
(Krigsmaterielexportoversynskommittén, or KEX, in Swedish) presented
an interim report that included a proposal for the introduction of so-
called pecuniary sanctions for violations of the regulatory frameworks
for export control. The Government has extended the committee’s
deadline for presenting its final report until 15 April 2015.

The next step was taken in 2014 in the ongoing review of the EU
common regulatory framework, with the presentation by the Commission
of a communication and the adoption by the Council of Council
conclusions to serve as guidance in the continued work on the review.
The Commission's working document Strategic export controls: ensuring
security and competitiveness in a changing world summarises the results
of a wide-ranging public consultation that has taken place.

Summary of the statistical data

The account of Swedish exports of military equipment in 2014 is
appended to this Communication. Statistics from the last few years are
also shown, as individual sales and deliveries of major systems may
cause wide fluctuations in the annual statistics. The information in this
Communication is based on the statutory annual reports for 2014 made
by the military equipment-exporting companies and the relevant
authorities, as compiled by the ISP.



54 countries, as well as UN bodies, received deliveries of Swedish Comm. 2014/15:114
military equipment in 2014. Additionally, seven countries outside of the
EU received hunting and sport shooting ammunition exclusively

The value of the exports of military equipment actually delivered over
the course of 2014 was approximately SEK 8 billion. Total exports have
thus decreased by about 33 per cent compared with 2013. It should be
noted, however, that of the actual exports in 2014, just over SEK 600
million consists of equipment (technical assistance and armour plate) that
was not subject to export controls in Sweden prior to 30 June 2012. In
2014 the share of deliveries of bigger systems has decreased, which has a
considerable statistical effect. The largest individual recipients of
Swedish military equipment in 2014 were the United States of America
(SEK 1 318 million), Norway (SEK 1 269 million), Thailand (SEK 532
million), the United Kingdom (SEK 527 million) and India (SEK 468
million). Exports to the USA were mainly of ammunition and naval
subsystems (weapons and command and control systems). Deliveries of
Combat Vehicle 90 to Norway continued. Exports to Thailand were
mainly to do with maintenance of delivered airborne systems, and
ammunition. Deliveries to the UK were mainly of spare parts for
vehicles, and ammunition. With regard to traditional partner countries, it
may be noted that exports to France, Germany, Australia and Canada
were also considerable.

The value of the export licences granted in 2014 amounted to SEK 4.5
billion, which is a reduction by 54 per cent on 2013 (c. SEK 9.8 billion).

The statistical report also contains an account of Swedish exports of
dual-use items (DUIs). Unlike the situation with exports of military
equipment, the companies involved do not submit any delivery
declarations. The number of cases involving DUIs and sanctions has
continued to increase in 2014. The share of cases concerning financial
transactions that affect sanctions increased by about 150 per cent in 2014
(see Table 1 in Appendix 2).

2 Military Equipment

2.1 Background and regulatory framework

Controls on exports of military equipment are necessary to ensure that
the products exported from Sweden go to approved recipient countries.
The regulatory framework for Swedish export controls consists of the
Military Equipment Act (1992:1300) and the Military Equipment
Ordinance (1992:1303), as well as the Government's guidelines on
exports of military equipment, as approved by the Riksdag. Military
equipment may only be exported if there are security and defence policy
reasons for doing so, and provided this does not conflict with Sweden’s
foreign policy. In addition, the EU's Common Position on Arms Exports
(2008/944/CFSP) must be applied when assessing licence applications
nationally, as must, since June 2014, the UN Arms Trade Treaty. As an



Comm. 2014/15:114 independent authority, the ISP is tasked with assessing licence
applications in accordance with the regulatory framework.

Under the Military Equipment Act, export controls cover the
manufacture, supply and export of military equipment, as well as certain
agreements on rights to manufacture military equipment etc. In
accordance with the same Act, a licence is required to carry out training
with a military purpose. The Act applies both to equipment designed for
military use and that constitutes military equipment under government
regulations and to technical support regarding military equipment that,
according to the government regulations, constitutes technical assistance.
The list of military equipment and technical assistance in the appendix to
the Military Equipment Ordinance is in line with the EU's Common
Military List, aside from three national supplements: nuclear explosive
devices and special parts for such devices, fortification facilities etc. and
certain chemical agents.

Directive 2009/43/EC of the European Parliament and of the Council
of 6 May 2009 simplifying terms and conditions of transfers of defence-
related products within the Community has primarily been implemented
in Swedish law by means of the Military Equipment Ordinance.

Parliamentary inquiry to review exports controls on military
equipment

The Government is due to put forward a proposal to the Riksdag for new
military equipment legislation aimed at tightening export controls vis-a-
vis non-democratic states.

In the Parliamentary Committee on Foreign Affairs' report
2010/11:UU3, the Riksdag expressed its opinion that the Government
would have to come back to the Riksdag with a proposal for new military
equipment legislation aimed at tightening controls on exports to non-
democratic states.

On 1 June 2012 the then Government decided to appoint a
parliamentary inquiry to review export controls on military equipment.
This inquiry, consisting of representatives of all eight political parties in
the Riksdag, is tasked with conducting an inquiry into future Swedish
export controls on military equipment and the regulatory framework
surrounding these. The main purpose of the inquiry is to submit
proposals for new military equipment legislation with the aim of
tightening controls on exports to non-democratic countries (T.o.R.
2012:50). Hans Wallmark, Member of Parliament, a member of the
Parliamentary Committee on Defence and the Defence Commission, and
a deputy member of the Committee on Foreign Affairs, was appointed
chairman. In December 2014 former Minister for Foreign Affairs and
Deputy Prime Minister Lena Hjelm-Wallén was appointed deputy
chairman.

The Terms of Reference are based on the principles underpinning
Swedish foreign, defence and security policy and Sweden’s international
undertakings in the areas of export controls and human rights.

The inquiry’s task is made up of two main parts. One concerns the
overarching issue of tightened export controls for military equipment to
non-democratic states, and related corollary issues. The other part



concerns the issue of a more effective system of sanctions in the Military Comm. 2014/15:114
Equipment Act and the Act on the control of dual-use items and of
technical assistance (the DUI Act).

In an interim report on 12 December 2014, the inquiry presented its
proposal for how the sanctions system might be improved. Among other
things, the inquiry found that the present system of sanctions in the
Military Equipment Act and the DUI Act is not effective in preventing
some of the violations that occur. The sanctions system should therefore
be changed so that it becomes more readily applicable against less
serious violations. The inquiry proposed that a sanction switch be made
in the Military Equipment Act and the DUI Act. This would involve
replacing or supplementing penal sanctions with administrative
sanctions. The inquiry’s assessment was that the proposed change would
lead to improved confidence in and observance of export control
legislation. It also proposed certain other change regarding supervision.

The Government decided on 27 November 2014 to extend the
inquiry’s deadline (Dir. 2014:148). The inquiry is now due to present its
final report by 15 April 2015.

Export controls and the Policy for Global Development

The Government would like to see a restart of the shared policy for
equitable and sustainable global development. Sweden’s Policy for
Global Development (PGD) (Govt. Bill 2002/03:122), gives all of the
Government’s policy areas a remit to formulate and implement policy in
a way that strengthens the Swedish contribution to equitable and
sustainable global development. PGD is based on the idea that global
development challenges require shared solutions in which all parties
assume their responsibility. Policy must be characterised by a rights
perspective and by poor people's perspectives on development.

A restart for the PGD involves making the policy central to the
Government’s work, and this work is framed by the implementation of
new global sustainability goals after 2015. Coherence regarding the three
dimensions of sustainable development (social, economic and
environmental) is essential. The Government will also continue to
strengthen efforts to manage what are referred to as conflicts of interest
and goal conflicts within PGD.

The Government's desire is to avoid any effects of Swedish exports of
military equipment that negatively affect efforts to contribute to equitable
and sustainable global development. Certain aspects of the PGD are
taken into account in assessments of Swedish exports of military
equipment, for example through the application of the EU Common
Position on Arms Exports, the eighth criterion of which highlights the
technical and economic capacity of recipient countries and the need to
consider whether there is a risk of seriously hampering sustainable
development. The Common Position also has a User's Guide that
provides more details about how the criteria in the Common Position
should be applied. The Government works to ensure that Swedish
exports of military equipment take into account the PGD's objective of
equitable and sustainable global development. The Supervisory 7



Comm. 2014/15:114 committee for military equipment exports will also take into account the
PGD and Swedish export controls. The committee will investigate how
this area has been transformed in practice and how changes have taken
place over time.

Combating corruption in the international arms trade

Both the giving and accepting of bribes have long been criminal offences
under Swedish law. In addition, the reform of bribery legislation in 2012
introduced a provision making the funding of bribery through negligence
a criminal offence. This provision is targeted, for example, at cases in
which a parent company in Sweden creates, through negligence, the
conditions under which bribery is committed within the scope of a
subsidiary's operations abroad.

The Government takes strong exception to all forms of corruption in
international business transactions. In various international forums,
Sweden actively promotes the effective application of conventions
prohibiting bribery in international business transactions. For example,
this applies to the OECD Convention on Combating Bribery of Foreign
Public Officials in International Business Transactions from 1997 and the
UN Convention against Corruption from 2005. Sweden was audited in a
2013 peer review within the framework of the UN Convention against
Corruption. The final report noted, among other things, that Sweden has
a robust institutional framework in place to combat corruption. Sweden
was also audited under the OECD Convention in June 2014. This audit
highlighted the progress Sweden had made in the area.

The Government urges companies to follow the principles of the UN
Global Compact, which addresses human rights, labour law, the
environment and efforts to combat corruption, and to apply the OECD’s
guidelines for multinational companies.

The Government welcomes initiatives taken by manufacturers of
military equipment — initially on a European basis through the European
trade association, the AeroSpace and Defence Industries Association of
Europe (ASD), and then jointly with its American counterpart — to
develop and apply an international code of conduct, including zero
tolerance of corruption. The largest Swedish trade association, the
Swedish Security and Defence Industry Association (SOFF), which
represents more than 95 per cent of companies in the defence industry in
Sweden, also requires prospective members to sign and comply with its
Code of Conduct on Business Ethics as a condition of membership. The
Swedish Defence and Security Export Agency (FXM) and SOFF have
also produced a web-based anti-corruption training programme.

2.2 The role of exports from a security policy
perspective

The foundations of today’s Swedish defence industries were laid during
the Cold War. Sweden’s policy of neutrality, as it was drawn up



following the Second World War, relied on a strong defence force and a Comm. 2014/15:114
strong national defence industry. The ambition was that Sweden would

be independent of foreign suppliers. The defence industry thus became

an important part of Swedish security policy.

After the end of the Cold War, this striving for independence in terms
of access to military equipment for the Swedish armed forces has
gradually been replaced by a growing need for equipment cooperation
with like-minded states and neighbours. Sweden and its partner countries
are mutually dependent on contractual obligations and supplies of
components, subsystems and finished systems, as well as products
manufactured in each country.

In its report Sweden’s Defence: a stronger defence for insecure times
(Ds 2014:20), the Defence Commission maintains that Sweden’s security
is built up together in solidarity with others and that threats to peace and
security are best averted together and in collaboration with other
countries and organisations. It is in Sweden’s security interest to
safeguard long-term and continuous cooperation on equipment issues
with traditional partner countries. This mutual cooperation is based on
both exports and imports of military equipment.

It is likewise in Sweden’s foreign policy and security interest to be able
to contribute to international peace and security through active
participation in international peace support operations. Sweden’s
capability to act effectively in such operations is dependent on our
equipment being interoperable with that of our cooperation partners, as
well as on the equipment being technically mature, reliable and
accessible. In many cases this is more important than the equipment
being of the highest level of technical performance.

In the Budget Bill for 2015 (Govt. Bill 2014/15:1), the Government
emphasises that the armed forces are a national concern, and that the
choice of security arrangements made by EU member states is reflected
in equipment supply, e.g. regarding the view of security of supply and
the maintenance of strategic competence for military capacities. The
continued work on industry and market issues within the EU should
therefore consider the distinctive nature of the military equipment
market, and the need to meet the security interests of the member states
within the framework of the common market. The possibility of
maintaining the transatlantic link should also be considered in this
context.

The Government further believes that participation in bilateral and
multilateral equipment cooperation should constititute a clear and cost-
effective contribution to the Swedish Armed Forces’ operative capability.

As civilian-military collaboration increases and new technologies are
made available for military applications, growing numbers of IT
companies and other high-technology companies deliver products and
services to the defence sector. An internationally competitive level of
technological development contributes to Sweden continuing to be an
attractive country for international cooperation. This also implies greater
opportunities for Sweden to influence international cooperation on export
control as part of an international partnership than would otherwise be
the case. While this applies principally within the EU, it can also be
applied in a broader international context. 9
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European Council's discussion in December 2013 about the common
defence and security policy, and its significance for equipment supply, to
be held at the European Council’s meeting in the summer of 2015.

Sweden participates in various cooperation projects conducted by the
European Defence Agency (EDA). The Government’s fundamental
position is that Sweden should participate in and influence the processes
that are getting underway to deepen European cooperation, which also
relates to the work as part of the European Defence Agency. Cooperation
as part of the EDA has led to better opportunities for the Swedish Armed
Forces to function effectively, and has also improved prospects for a
more effective supply of military equipment.

By participating in the Six-Nation Initiative between the six countries
in Europe with the largest defence sectors (Framework Agreement/Letter
of Intent, FA/Lol), Sweden can influence the development of defence
industrial policy and defence export policy in Europe. This will have a
major impact on the EU's emerging common defence and security policy,
both directly and indirectly.

Cooperation in multilateral frameworks pays dividends in terms of
resource utilisation from a European perspective and increasingly
harmonising and improving European and transatlantic cooperative
capability. In this context, the EDA and NATO/the Partnership for Peace,
together with the FA/Lol and Nordic Defence Cooperation
(NORDEFCO), are vital.

Areas of activity

Currently, the most important military product areas for Swedish defence
and security companies are:

combat aircraft, manned and unmanned,

surface vessels and submarines

combat vehicles, tracked vehicles,

short and long-range weapons systems: land and sea-based and
airborne,

small and large-bore ammunition,

smart artillery ammunition,

land and sea-based and airborne radar and IR systems,

electronic warfare systems: passive and active,

telecommunications systems, including electronic countermeasures,
command and control systems for land, sea and air applications,
systems for exercises and training,

signature adaptation (e.g. camouflage systems and radar),

systems for civil protection,

decryption equipment,

torpedoes,

maintenance of aircraft engines,

gunpowder and other pyrotechnic materials,

services and consultancy

support systems for operation and maintenance.
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military equipment

EU Common Position on Arms Exports

The EU member states have national rules concerning the export of
military equipment. However, the member states have to some extent
chosen to coordinate their export control policies. The Code of Conduct
on Arms Exports, adopted in 1998, specified common criteria for exports
of military equipment, to be applied in conjunction with national
assessments of export applications. Member states may still have their
own, stricter guidelines. The Code of Conduct was made stricter in 2005,
and was adopted as a Common Position in 2008 (2008/944/CFSP).

The Common Position is applied by all EU member states. Some
countries that are not members of the EU have also officially adopted the
criteria and principles of the Position, including Bosnia and Herzegovina,
Canada, the Former Yugoslav Republic of Macedonia, Iceland,
Montenegro and Norway.

The first part of the Common Position contains eight criteria that must
all be taken into consideration before deciding whether to approve arms
exports to a given country. These criteria concern

e the situation in the recipient country,

o the situation in the recipient country’s region and

e the exporting country and recipient country's international
undertakings.

With regard to the situation in the recipient country, human rights and
international humanitarian law must be taken into account, as well as
whether there are tensions or armed conflicts in the country, risks of the
weapons being diverted or re-exported and whether the export would
seriously hamper the sustainable development of the recipient country.
The situation in the region refers to stability in the area and the risk of the
recipient being able to use the weapons in a regional conflict. Finally, the
exporting country and the recipient country's international undertakings
are to be considered. For example, arms embargoes must be respected,
the national security of member states must be considered and the
behaviour of the recipient country in the international community is to be
taken into account. The latter relates, among other things, to the
country’s attitude towards terrorism, the nature of its alliances and its
respect for international law. The Common Position’s seventh criterion
addresses the risk of diversion to an unintended recipient. The eighth
criterion prescribes that the exported military technology or equipment
must be compatible with the recipient country’s technological and
economic capacity. The Common Position also includes a list of the
products it covers (the EU Common Military List), and a User’s Guide
that provides more details about the implementation of the agreements in
the Common Position on the exchange of information and consultations
and about how these criteria for export control are to be applied. The
User's Guide is continually updated.

11
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In accordance with the rules for implementing the Common Position,
member states must exchange details of export licence applications that
have been denied. If another member state is considering granting a
licence for an essentially identical transaction, consultations are to take
place before the licence can be granted. The consulting member state
must also inform the notifying state of its decision. The exchange of
denial notifications and consultations on the notifications make export
policy more transparent and uniform throughout the EU. The
consultations lead to greater consensus on different export destinations.
Member states notifying each other about the export transactions that are
refused reduces the risk of another member state approving the export.
Accordingly, the idea behind the system is that once other member states
have been informed of the denial of a certain export, the same export will
not be approved by another member state. The ISP is responsible for
issuing details of Swedish denials and arranging consultations.

In 2014, Sweden received 397 denial notifications from other member
states and Norway. Sweden issued 23 denial notifications. These applied
to Algeria, Bahrain, Colombia, Egypt, India, Indonesia, Iran, Israel, Ivory
Coast, Kazakhstan, Kuwait, Lebanon, Myanmar (Burma), Paraguay,
Russia, Saudi Arabia (2), Serbia, Thailand, Tunisia, Turkey, Ukraine and
United Arab Emirates.

As part of the review of the Common Position, EU member states
agreed in 2013 to share denial notification in more situations than was
previously the case. Consequently, the current number of notifications is
not entirely comparable with figures from previous years.

The fact that exports to a particular recipient country have been denied
in a specific case does not mean that the country is not eligible for
Swedish exports in other cases. Swedish export control does not use a
system involving lists of countries, i.e. predetermined lists of countries
that are either approved or not approved as recipients. Each export
application is considered on a case-by-case basis in accordance with the
guidelines adopted by the Government for exports of military equipment,
the EU Common Position on Arms Exports and the UN Arms Trade
Treaty

Work as part of COARM

The Working Party on Conventional Arms Exports (COARM) is a forum
in which EU member states regularly discuss the application of the
Common Position on Arms Exports and exchange views on export
destinations. An account of this work, the agreements reached and
statistics on the member states’ exports of military equipment is
published in an annual EU report. The latest report was published in the
EU's Official Journal (C18) on 21 January 2014.

Since the criteria in the Common Position span a number of different
policy areas, the goal is to achieve and increased and clear coherence
between these areas. Sweden works actively to ensure member states
adopt a common approach.

Within the framework of the COARM dialogue there is also a
continuous exchange of information between EU member states



regarding existing international cooperation in the area. The ambition is
to find common ground that can strengthen the member states’ actions in
other forums. An example of this is the considerable coordination of the
member states’ participation in the 2010-2013 negotiations in the UN
about the Arms Trade Treaty. Over the course of the year, the group’s
work has focused on updating the Common Position’s User’s Guide in
order to adapt it to the entry into force of the Arms Trade Treaty. The
Guide will be updated with the adoption of the Council conclusions when
the review has been formally concluded.

The member states have also continued talks on the possibility of
increased disclosure, in certain particularly sensitive situations, of export
control practice between member states. These talks have not yet led to a
completed proposal.

Work on EU Directive 2009/43/EC on intra-community transfers of
defence-related products

During the Swedish presidency in 2009, the EU adopted a directive
(2009/43/EC) with the aim of facilitating transfers of military equipment
within Europe, a.k.a. the ICT Directive. The intention was to allow for
more competitive groups of defence companies and defence cooperation
at the European level. The Commission is in charge of implementation of
the directive with the assistance of a committee of member state
representatives, the ICT Committee. This committee held two meetings
in 2014. It also carried out a workshop on experiences of the directive
with EU member states and defence industry representatives. The
purpose of the workshop was to prepare the review of the directive that
the Commission intends to carry out in 2015, prior to reporting to the
European Parliament and the Council in June 2016.

Control of arms brokering

To tackle the problem of uncontrolled arms brokering and avoid the
circumvention of arms embargoes, the Council adopted a Common
Position (2003/468/CFSP) on the control of arms brokering in 2003. In
accordance with this, the member states agree to adopt the measures
necessary to control arms brokering within their territory. Control of
arms brokering in Sweden was al