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DEPARTMENT OF STATE

Washington, 0.C. 20520

October 21, 1981
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TO : OvVP - Mrs. Nancy Bearg Dyke
NSC - Mr. Allen Lenz
DOE = Mr. Henry Thomas
DOC - Ms. Jean Jones
DOD - Mr. Jay Rixse
JCS - LTC Edward Bucknell
USTR - Mr. Richard Heimlich
Treasury - Mr. David Pickford
CIa - Mr. Thomas B. Cormack
OMB - Mr. William Schneider

SUBJECT: SIG Meeting Summary of Conclusions

Attached is the Summary of Conclusions for the SIG meeting
on East-West Economic Relations held October 20, 19sl.
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Soviet military. but are sent to their
allies throughout the world. However.
this is but the tip of the iceberg regard-
ing Soviet military uses of U.S. tech-
nology sold in the name of detente.

Along with detente. another rationale
to justify questionable U.S. strategic
trade policies has been that increased
East-West trade will lead to the solution
of our balance of payments probicms.
The Western nations and the U.S.. in
particular, have cagerly sought Eastern
markets in hopes of extending their prof-
it margins. even when the sale of certain
high-technology has undermined the
U.S. military advantage over the Soviet
Union. | must point out. however. that
these exports have had an insignificant
bearing on our balance of trade. In fact.
if the Warsaw Pact nations continue to
flood Western markets with low-cost
goods. often produced at a loss with
U.S. technology. the long range impact
on our balance of payments will be very
harmful to American working men and
women.

tegic technologies and commodities

is another frequently cited rationale
for opening the floodgates for trade with
our adversaries. What the Commerce
Department has failed to fully appreci-
ate in the past is that a variety of factors
must be weighed in determining wheth-
er foreign availability actually exists.
These include the availability of spare
parts, and maintenance programs. -to
name only a few. Unfortunately. in some
instances, proper investigation of foreign
availability has never been undertaken
by the Commerce Department. as lead-
ing experts have pointed out in recent
Congressional hearings. | am confident
that if thorough investigations were
made. the argument that “‘foreign availa-
bility always exists in today’s industrial-
ized world” would be found to be a
crutch used to continue relatively unre-
stricted strategic trade “~ith our adver-
saries.

For a moment, let's consider the sanc-
tions d on the USSR in J
ary. 1980 by former President Carter in
response to the Soviet invasion of Af-
ghanistan. including restrictions on cx-
ports of high technology. phosphates and
other items. Pending Commerce’s re-
view of the criteria used in reviewing
applications for-exports to the USSR. all
outstanding licenses were suspended and
pending applications held until the re-
view was completed.

The so-called embargo ended a few
months later when Commerce began
cvaluating all outstanding licenses and
pending applications against the new cri-
teria on a casc-by-case basis. Unfortu-
nately. in my opinion. the Carter sanc-

Mav 1981

Finally. “foreign availability” of stra-

tions represented only half-hearted re-
sponses to Soviet aggression and drew
strong bipartisan fire in the Congress
because of their numerous loopholes.

The most glaring defect in the guide-
lines was the failure to include the
Soviet sateltite nations of Eastern Eu-
rope. Authorities within the Department
of Defense have maintained that to be
completely effective. any embargo must
include Soviet Bloc nations because the
possibility of leakage through other War-
saw Pact countrics is very high. Another
shortcoming is that many lower level or
“general destination™ technologies and
commodities continue to be sold to the
Soviets, regardless of their apparent mil-
itary potential. Thercfore. ecven regard-
ing the Soviet Union itself. there seems
to have been no effective guideline for
an embargo.

in our export policy, combined with the
administrative capability to protect our
national security. will be sul ent to
halt this potentially dangerous  hnolo-
gy transfer. It is time that we sot away
from cosmetic cures, such as | recent
guidelines, and made the dec n that
we want to effectively control strategic
trade with potential adversary nations.
We must decide whether we. as a nation.
want to protect the major military ad-
vantage we have left over the Soviet
Union—our technology.

taken to remedy existing defects in
our national security export control
system. If the limited trade sanctions
against the USSR fail. and Soviet ag-
gression is not deterred. there is a seri-
ous danger of military confrontation fur-

lbelieve immediate action should be

Democracy depends upon the honest clash of
honest ideas. It involves compromise, to be sure.
But we can reach the best decisions only if we
begin from honest belief . . . .

—Former Secretary of State Edmund S. M skie

office, the Carter Administration

approved a license for Caterpiller
Inc.. allowing it to supply the Soviet
Union with advanced pipe-laying equip-
ment to be utilized in the construction
of a natural gas pipeline connecting
Northwestern Siberia to Western Eu-
ropc—the longest such pipeline in the
world. Should the pipeline become a
reality, our NATO allies would become
dangerously dependent on Soviet ener-
gy supplies that could be cut at any
time. This could lead to the gradual
“Finlandization” of Western Europe and
ultimately to the destruction of NATO.
If the U.S. is to regain any measure of
credibility with its allies, it must stop
this on-again. off-again policy of impos-
ing s ti the Soviet Union and
develop in its place a coherent policy of
export controls towards that nation. In-
deed. this will be one of the greatest
challenges facing the new Reagan Ad-
ministration.

Even if the new Administration can
develop such a long-necded policy. it is
questionable whether the present export
control structure can be relied upon to
properly administer the new guide-
lines—simply because for too long that
structure has taken its mandate to pro-
mote exports to the Soviet Bloc far more
seriously than its mandate to protect the
national security of our country.

It is clear that only a dramatic change

2.

For example. as one of its acts in

ther down the road. It would be a grcat
tragedy if the sanctions fail due to bu-
reaucratic rivalrics and inefficiencies
within the Executive Branch. That is
why I introduced S. 2606 during the last
Congress—Iecgislation to creatc  inde-
pendent Office of Strategic rrade
(OST)—free from export promotion
bias.

In an article in the Wall Street Jour-
nal. on March 21, 1980 entitled “Rus-
sian Know-How.™ it was stated that:

“As competition overshadows coop  on

between the U.S. and the Swviet Umion

one battleground emerges as critical. It is
technology. How the U.S. and the Sovict

Union fare in cconomics, defense and

even world prestige in the future will
depend increasingly on their scientific
and industrial innovation.™

In closing | wish to emphasize that
over the past ten years. various  1inis-
trations have attempted to use 1 - pol-
icy to lure the Soviet Union i new
cooperation in international 1 jons.
During the period of detente. 1 pelieve
this country went too far and. in some
cases. threw caution to the winds in the
area of strategic East-West trade. 1t is
time to stop and take a look at where we
have been and where we are going. The
legislation | have introduced will cstab-
lish & mechanism by which normal and
peaccful trade with all countrics of the
world can be conducted. and through
which the security of this country will
be strengthened. [J
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