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October 15, 1981 

Dear Cbarlies 

I want to thank you tor your October 5 letter enclosing• copy of . 
correspondence f'%OII you conatituent,. 1111gb Baalewood~ n9Udin9 
the ebaring of o.s·. technology with tbe lo9iat Onion. 

Pleaae know that I apprecia1:ed your advising me of Mr. J!aalewood'• 
concerns regarding thia •t.ur. You may be •••ured that I have 
transmitted your correapondence to the appropriate advisory staff 
within the Ad■iniauation for further n.iev and conaideration. 

Again, thank you for your interest in writing, and pleaae do not 
heaitate to cont•~ - whenever I can be of further aaaistance 
to you. 

Witb cordial regard, I am 

Si.Dcerely, 

Nax L. l'riederadorf 
Aaaiatant to the President 

'1'he Honorable Charles w. Stenhola 
Hou•• of Repreaentativea 
Washington, D.C. 20515 

MLF/CMP/ASR/las -

cc: w/copy of inc, NSC Secretariat - for DIREC'l' response,:iwith 
copy to MLFriedersdorf. 

th 
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AGIIICUI.TUIIIE 
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' . 

~ongress of tbt llniteb 3i>tatts 
J,ouse of l\epresmtatibd 

lla.q(n;ton. a.c. 20515 

' October 5, 1981 

DlffRICT Gl'1'1CC81 

P.O. Box 1237 

IIT-"""°• T- 71593 
(915) 77S-31U 

P.O. Box 1101 
Aaa.ac,. T- 7NCM 

('11) a73-7UI 

· ~!i!ilt '(,, ;,.:,:~~::~: ~ t~:~=:~::! for 
042200 

;,:~:h .,- '),: r:~~~:i~:!e ~!;~~: ... 
,,,, .... , •• _,.1 .. · ·• ... / 1600 Pennsylvania Avenue •. NW _:{ ~ 
... ... .. ~-- .... . . ·.-~ :• · .... 

-~::· .. '.~:·-.,<·.,· .... ·.:..,.. Washington, D.C •. / .. 20500 . .. •· ·:· :;:,; 

. ':'·Jit =:~~;F•"~,~i•t/~~~:ti" i , , 

~. ~~,, This is in reference ' to a constituent of mine, 
' .::~.'f.- Advertising, P.O. Box 817, Weatherford, Texas 
· ... · _,.= tion. and ~assistance would be appreciated . 

. .. ....,.,. .. :~ - . ~,....., _ 

Hugh Hazlewood, Penray 
76086. Your considera-

• 
1
• ·, I am enclosing a copy of his letter. As you can see, he is concerned 

.' :·:d~ about the drain. of •Vital military secrets to the Soviet Union. It 
~f has · come ~ to his attention that the State Department has granted 450 

:-:~; t.,;visas to Russian scientists since January of 1980 : · These scient ists 
l, ~:~i.;&.have; been · allowed to '· study and attend conferences on lasers and optics, 

, .. /.;-~q'-high ,! energy •physics and other technical information. It is his under
:.-f:_-1.~r-standing.'.that this: practice is continuing ' under the Reagan Administra-

: .. ~._c~~:1r 1~n;~lt~::::t··;t_':r'..\~~i? ~ ,_ t . .. . . ': . .-:•::~.: . . 
. · .>>rtr: :ii?:.'Again, :·r · appreciate your continued cooperation and any~ additional com- .;.,", ,_.·•.f 

.. - ,.- . ..... • ... ... ~..,.◄ J..f',;.,t 

\•--·;.;, . .: ;; ~ .. ·.~ ments you •might have regarding this matter .. would be appreciated. With ,.,~,-. 
;_·. "~= ~-- - •

1
~ : d - I i ..,;., .. . . ---~ ----: .. , · .. ,.- ' ' , -:1-;:, ... ., , :~ ... -..~ 

~·',,· .... ;:,; .!:. ,·Q- warm ,regar s , rema n ,.. · .. · --~ . ~ • ~. , . ..,,. ... .. u. "·••";;•"~·; .. .. . 

·:,1J~~j;~~ ~'. .. '.·,··.·.' .. :_· .. _ ... · ... •.: .. :~;· .. ).•·····~.:-·.~.-.·.~ __ .. ·: .. ··,·.· .... ·.·.···~-~-... : ... •,·.·-·~.:,:~.~.t.~.-.:._:·: ··_,~ -·.:.:,· .. '..~-:.~.~.r.•:··•.~ .•.. ~.·--::.'.·.·.·.: .• ,·.:.'..::.:.,,: ... :.:, .. ~_: ... ;...·;·:•:·····.,·.~ .. ·.· .. ·.i.~ ..•. ·.··.:_:.·_·, ... ·s inci;,.~.· ly. ·w~ .. :..···.~.· .. ·•l ·,···u. { _ . ; :'.I~, •. ~.~.·~.·:::;.:.l ... ·:·,·:.~.•."'.·,·.·.~.·.;.~.:.:, .. ·.i_:_~.· ... ·: .. ·._~ .. -.:~.: ... ·.;.•;.·,··: .. ~.:.'..· .. ~;.~.h.i:·: .... t~;f ~i~•s:!i t!? 
~.,,,. .. :.. .:·.. " ,.,.\. :: ~-·~. :"c .-. •· . · .. " . --.:.~·_;~~ ... ::~,··.:;·-•,.~--.'.'..::~·,.:,:.'.,+ •. :.~ ... ;.~~.··'..::.>·.t_~::·.·•l .. ,.~.~;.:~.;:·\~-: .: .. :~~:-··.-.'. .. ·.:.:,·.a_;.·,·_:_-.: _ .. :.:.c,jjl\ ,J.:i_·· ., t' ·· }.-·'.:~j:f.~.,::,~· Charles W'~ Stenholm~B7i •· ,r;;:'~· -:- ~ ~ .. 

. ..... ·-·{ ---~ .,)~_. \. .··: .. ~·. / ~~- ~:_17ir::-' •" '~ •· , . , .... ~ ... _ .. -_,;. .·.,.-,y.,.;. 
~;•::~~rt•>. :··•·. '::.~$Ci'st;litf,,.; .. ~ Member 'of"'Congress •· · '"·· ~ ...... 

,i.;~ _f 

.. ~~,.~ ~: :) .' ~~}7 
,•\ ·• t 7':-· .·;·,- · ~ r·: ~J_J.,: i .. • cf_..;.; .. .,,,..._ .• . ~ 

.. J C"':.-- ~~ ~ ~ ·_,. _,1._ :· ·;_,. 

t 'J .... ~J\7,·".~1-:rt~~f~ {~t 

. . . 

. i ;.:!I~i~t~·:··:~.(~· ---~ 
,f ,,,.I.~ •• /,.·,· ,. • . • 

tllit:'\>·; , ··~ 



' . 
P. EN R A Y A du®4iAf eo11tpOA1f 

P'. 0. BOX 817 - WEATHERFORD, TEXAS 741086 

.... ; P'HONE (817) 441•UZ8 
.._ ~ ->: .,., . . ,:..,) ~,) .. • 

_:_:/r:;\\· 18 .'S b ·,1981 .. ,,l"ri·:;~.-,:.~ --:,, ·? -~ ; · 
• ,:~;,:fi•• . .- · . . ·:·· eptem ~r :<: , ... ·;'}-'.,:.··· .. ;

7
;-__ ': ,· .. ,,;.: 

:,!.:;_;_:_:.!_k_; _:_::,_i_·•·•:_: · ~}tJ::}:;f Y , : , '':: · '. ~· :J i' : : . - .,~ ?=; >r --
- . . ,-:· ·: . . <>"::' :·~;(/:, / ;}-/ ... ;~.~~ .. -~ __ :-_~·.:_: ·.·:·.: __ ·: .. _ .• -r_·.:,:::.·:•.: .. ,•. ! .: -~-

! . ::r,;fJ,it/ · : President Ronald Reagan ·,;.· .. j, -r.: .• ~-- · -•• _ '_ ·: · · ~it;r1lf _: .. % The White _ House_:'- . .. _._ ... ;;:. :· · . _::_ --~ · ... :· 
:: ;. ;:;;~.:s.:;·:· . .. ;. Washington, ,- D.C. :: .. /\·•:~;..:,;;,· .. ;;,·,:-, ... ,•: --·:,· ;,ff,· .. 

~~f rfi~~~~~~l '~;:n:r:j11!s::J1t~, ,· ]I~?' l.·"' ~:, 
·,:"~, .. ;-~;:."-,,>,:. · Dear· President . Rea~: ·:,., .. ,, ... •;J''· ·· · ,,1·: . . > i1.L_:-1-,}_}~\:~-; .: .: "'•\;, 

, .. . , 

:::i{{1.: ::.· · .- ·.·>·· · . / · _'; ·: ... ,·' .,,., .··.;: ~-
• -'.~;<1-,:§>:-1 __ I am ·'enclosing a_;xerox copy of an article from ·the September 6, 1981 

·. /\;~}t '.·. ·issue of the Parade Magazine, and I wanted to express to you my ut
,'~<l!:f)~ .:··· most concern about ~ t. · I · know that. as an independent businessman, 
-:-;,~;;-f:\:--::: I do not have all the facts concerning internat~onal matters, 
::fj,ft/2)·'..· . but, I feel that the Soviet. Union, · for ·a ~umber of years, has been 
,:~··:·>:.:,_. : , . making great strides in their avowed steps to conquer the world. 

,_;;J~}\i: . ft~:' I am particularly concerned about the part : of the article that is 
·; ,-~t,;;;- - .::. entitle& "How We Give Away Our Secrets" in which I have under
,·;rr•, ·~-•\ .;';.~i\lined ·the fact . that we have opened up our industrial plants, re..:. 

-~+t; search laboratories and universities to the Soviet scholars, scien-. 
~?ff: tists ·and· spies, and that ·.-:the · process :~is continuing under .. the '. •. ···/. 

•. ,•,i ~ R dmini t 'ti . . ,.,, . ..,,. ',< ., .J. •<• ·,-.~ " 1~. ··"·<:lCH· ·•.;;. ·~,. • 1 •• -. • • :_.:,;·(/,,_. ~agan:: a . _ s ra. qn . .. /· ':--· !··.,.ftrf,•!·:~f~~~-:--1~ .. ·-~'r~,.,i"i'"?~ .. ~~-~:~~~t~~::~~;-·~· · .... · .~ .- ·-/· .. ,\~. -~: 
:·:~::l~.:• '•~_i.!';.~t4•: ,;;,•~1.-• .. /';-.,;~;·••JO~ ,ti:~: .. -.• . . ( ••.·•.~/ • · .••• • ..._,._ .'\-,• "·>. Jf:q;t•",.:,.:r•.1-.;i•:'"..{_,•• . • ~ . •• • •·"' ;__ 

:.t~:Why ,;are we · assisting the Soviets in their ~esire to steal every · · ·;~::f:{f 
f•Jt bit ·of advanced technology: that . our scientis.ts are able to · produce? ,i6 '~~i' 

' I am·. particularly insensed with. one part of the article in which. _ _'. ;'.\;~Jt.'. 
it '"states that the Soviets were admitted ·to the Boeing Aircra!'t · 't,t ·:,. 
factory;·in Seattle, Washington, while at ·the same time~·::. I ·am sure }-=:);r!¢·~t 
thattI-r' ~oul.d·'~not 'ente~~-t}?.e Boeing faci;ory, i or any o~her. de;ense · .,, \ i/tJ~ 
related"•'installation. ,;J;~!~know ·t~at·: to ;;gain • entrance =· to the General ,.• ·t" · 
Dynamics ~factory 1n · Fort Worth, Texas is a near impossibility for ,,.. . 
the;;l average:"·loyal patriotic American citizen, so, why ·should_ we not '.~}?;,,·· 
put?the:., same restrictions . on avowed enemies -. of our country? . · • -.. -•i}:,:~L 
. ~-~~-~i f!•~;~~ . -~ ::ft'~~ ... - . ~ ~ . . . : =· . ~ c~~/:.;~~,!} 

··;: I 'am very · concerned with the state of international affairs, and · •i,:\ 
j;~~~ I know that you feel the same way. If we cannot control the espion-
:,(). age~tapparatus operated by the Soviet Union against us, possibly · ;,,,-. 
ifJ you should consider breaking all diplomatic relations wLth the Soviet ;;;. 
,~Jf.,Union _would be ·1n· order. At least it would make _it more difficult _~:;fZ:· 

. • c· i!;f tor .:the Soviets to~ operate. in our country. · ' · · .-.. '-~: · · ·· 

~'.f iif i'.~~ :iil i\f rf t,. . . -_ ~;{J 
•~cJ4ii:f 1 " , .-<iJlij;~ \" 'ti!:: 

-. ·-____ _ - . .:::; .. --- -:.:..~ -::...~,:;:; .- .. - -·· - ·=- ----



... :- .. 
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•·'.l ·~ ;.· . •. 

\~l 23 September 

,. -· .... 
'-1'1'-•;.,, •. ~ ~ ~ .. ~ ' ~ t 

:_ .- i)j":i,{ ~:~;.'.'.;: j:r~~::: 1· ;;. , •. \~ :, . ·1- .r ..... ~~, > .. · 
.:,,t.,'J,,,._~, • • '..:•i,,~-:lr• • .,,...:!.'!. ••\ • • ,, • .F,.u • ;, »-. •• ., .. ~:. ,1'5,.~ -;.'?l1.~ 

Honorable Charles Stenholm ·. :"·•t, ·:- ~:~:;?:s::,,it-~ t-;. ~ .. A:r,;:."';, ".:•:" >~i,"iJ.17!1..--;f!,:r-.. 
Member of. Congress . .. {:, . . '.:-~;::;:t~':>(:{~ii: · ·t;J~1i1?,f , .. •-~ -~--~~-fi.)f. :: · .. : · · ' 
House Office Bldg .. ~~.. '.·· -~ · :.:-i,: . zf: f:.ll,.-.,: .. :-:;:~i1A: . . f T . \..,,,1, ~ ; ... ·-:.~,-~~:,'"'i. . :~_ .. }-,\?:-:-t.r.. ~,.,, ·• 17th District o exas ,.,. •; , .·--..-, .. •~- · ·:,, 1 ,-:•'-."• · .-~"" 

. F~~¥fr ~ , ~~1iiiiii.~ft,~%.~;"tt~;~~~~ ~~i.iJf:'~~,t~fi!,;:' 
Dear Congressman Stenholm: ;,, ":;\ ,,.,,.. .--:-: ·,.~1"-··.-'•'·. ·•.,t· .• 1.i,i;,r~. ·,~r.1·:..,-,.-

. ': . --, ;. ,:_, . . · . ,.· _. :?:(t: 1-r. ~t.:/,., .• ~_"'9':E~·-,~wi •. -····;..:<.-:1,-~:~~-----·:. 
The attached letter is sel.f-explanati:>ry. '.'"/ Is ., there not something 
we can do •.: to - stop · the drain of .vital· mj,.-11 tary•: secrets : f'rom our 

.. -~:--

J~, 
·:r' •.· 

::. ;·~ ;;.· 
. :, ~•';. ., 

' j 
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D:: -:.e Novemer 4, 1981 

!~atic:ial S-::-c-..:::-ity Coi..lncil 
The \•;hi "':.e. Rouse 

TO: Pr~sicent ?.eagan FROM: Eugh Hazlewood 

~ATE: Sapte~ber 18, 1981 SUBJECT: Sha=ing technology 

\dth USSR 

WHITE HOUSE REFERRAL DATED:October 19, 1981 NSCf 8106124 

CTION TAKEN: 

----

y 

THE ATTACHED ITEM WAS SENT DIRECTLY 
TO THE DEPARTMENT OF STATE 

A draft reply is attached. 

A draft reply will be forwarded. 
' 

A translation 'is attached. 

----------(if any) 

An information copy of a direct reply is attached. 

We believe no response is necessary for the reason 
cited below. 

Other. 

/,,;;;Lf;.__ ~ r L. Paul Brt~er III 
Executive Secretary 

' l 
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-- . 

Dear Mr. Stenholm: 

I refer to your letter of October 5 regarding the 
concerns of your constituent, Hugh Hazlewood of Weatherford, 
Texas, about the loss of vital military secrets to the 
Soviet Union. 

In reference to visas issued to Soviet scientists for 
the purpose of attending private conferences in the OS, it 
should be noted that these are open conferences, the pro
ceedings of which are later published in freely-available 
literature. These.· involve no discussion or presentation of 
classified information or of information subject to export 
controls. The Department of State, in conjunction with 
technical experts from other agencies, subjects such visits 
to a prior review to ensure that the technology involved 
meets these criteria. Additionally, the Department closely 
r.10riitors the visits to ensure that the Soviets do not depart 
from their planned itineraries. 

With respect to visiting Soviet scholars and business
men, I draw your attention to the enclosed copy of our reply 
to ~!r. Hazlewood' s inquiry to the President about these 
rr.atters. 

I hope this information is useful to you in replying to 
Mr. Hazlewood. If we can be of assistance in the future, 
please do not hesitate to contact us. 

Enclosures: 

Sincerely, 

Richard Fairbanks 
Assistant Secretary 

for Congressional Relations 

1. Reply to Mr. Hazlewood' s inq11iry 
to the President 

2. Correspondence returned 

The Honorable 
Charles Stenholm, 

House of Representatives. 

Drafted:EUR/SOV/SOEX:JGJatras:gE,../ 
10/26/81 ext. 28957C(j() 

Clearance:EUR/SOV:TWS~ns 
EUR:JDScanla 



. . 

October 26, 1981 

I 

Dear Mr. Hazlewood: 

This is in answer to your letter to President Reagan of 
September 18, in which you expressed concern regarding 
Soviet acquisition of advanced American technology as described 
in the September 6 issue of Parade magazine. 

Visits by Soviet scientists and scholars to Arrlerican 
universities and research insitutions are thoroughly reviewed 
and evaluated by an intaragency panel of technical consultants 
Visas are not issued where the proposed visit is believed to 
involve a significant transfer of militarily useful techno
logy to the USSR. . 

There are two classes of Soviet businessmen who may be 
invited to visit a U.S. company: those who reside in the 
U.S. as representatives of Soviet businesses or trade associ
ations and those who make short trips here for tha purpose 
of conducting business with U.S. companies. The first group 
is subject to strict travel controls. There are large parts 
of the cou,.,try that they are forbidden to enter without 
obtaining the prior approval of the Department of State. 
The second group are issued visas only after the Department 
of State has verified that they ·were invited by a u.s. 
company and after the purpose of their visit has been scru
tinized. 

Businesses that have contact with either type of Soviet 
businessmen are reminded before the visit of the applicability 
of the Export Control regulations administered by the Depart
ment of Commerce. Therefore Soviets who visit U.S. companies 
are not gaining access to critical technology. 

I hope that this information is sufficient to answer to 
your concerns. 

C. 

Sincerely, 

Ed-1.;ard Hurwitz 
Deputy Director 
Office of Soviet Union Affairs 
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Oc::t:ober 15, 1981 

f/301/f! 

Dear Charlie, 

% want to thank you tor your Ootober 5 let::ter enclosing a copy of• 
correapondenca from your coaftituent, Bagh B.aslewcod, ra9ud.1D9 
the ah&rilMJ of a.a·. tec!lnology with tbe aoviat Onion. 

Pleaae know that I appreciated your adYiaiDg me of Mr. Jtazlewood'a 
concerns regardinCJ tbia Mttar. You may be •••ured that! have 
transmitted your correspondence to the appropriate advisory ataff 
within the Admi.Di.atrat.ion for ~•r .review and conaideration. 

&gain, thank you for year interest 1D writing, and plea•• do not 
he•itate t.o contact• whenever I cu t,e of further aaaiatan.ce 
to you. 

With cordial regard, l u 

Sincerely, 

llaX r.. l'riederadorf 
Aa•iatant to the Preaident 

The Honorable Charles w. Stenhol■ 
Bouse ct Repreaent:.ativea 
Washington, D.C. 20515 

MLP/CMP/ASR/las -

cc: w/copy of inc, NSC Secretariat - for DIREC~ response,-'with 
copy to MLPriedersdorf. · 
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October 5, 1981 

· Honorable Max Friedersdorf 
!; ·• · ·• Assistant to the President for 

Congressional Affairs 
: '." The 'White Rouse Office . 
.. · 1600 Pennsylvania Avenue, . NW' :>. 

·. · :. Washington, D.C.·.•. -20500 ·· ·. 
·._ ~-· · · . ·; ... : · . . -~- -~ -

• • <., •••• ·, tit.~ .. ; -~·Dear ·Max: ' ' · -·~ _-;.,s:.,.~ · 
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' ~;'.•. This · is in reference_; to a constituent of mine, 
Advertising, P.O. B~x 817, Weatherford, Texas 
tion· and·. assistance would be appreciat!!d· 

Hugh Hazlewood, Penray 
76086. Your considera-
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November 12, ,11981 

Honorable Robert Hormats 
Assistant Secretary for Economic 

and Business Affairs 
U .-S. Department of State
Washington, D.C. 2052~ 

Dear Bob: 

UNITED STATES DEPARTMENT OF.COMMERCE' 
The- Under- Secretary for- International Trade- \ 
Washington, 0.C. 20230 

Over the past several. months a number of persons have been kicking 
around the idea of a USG- study on the future competitiveness of our 
high technology industries. In an effort to, structure- this idea,. r 
have sent to Dennis Kass a draft paper outlining the scope and 
organization for such a study directed by the Cabinet Council on 
Commerce- and Trade (copy attached) .. The concept of the study had 
earlier received approval. in the Office of Pol.icy Development .. 

My present think:ing.,.. as refI.ected in the paper r is that the study 
would be managed by ct small working group of high caliber experts on 
high technology. These persons would be- de.tailed frdtn various· 
agencies within the Government to work full. time on the project for 
a period of 3-4 months. :ram anxious to avoid creating a blue
ribbon panel . of big names:: lest the .study drag on interminably and 
become bogged down in the bureaucracy, al.though a subcabinet level. 
review group is probably necessary. 

The key to my notion of how the study might be- organized is, .of 
course,.. finding the right p~ople for the task-. I would like to 
believe that within this Government, across several. relevant 
agencies, there exist four to five people who could devote- fulL time 
as a team to this effort. I. would ask. your attention to finding· 
someone from State who might work on this study within the general 
framework suggested in the attached paper. 

Sincerely, 

bi{. Olmer 

William Casey 



CCCT High Technology Study 

Subject: Outline of the background, objectives, scope, and 
organization of the proposed CCCT high technology study. 

I . BACKGROUND 

U .. s. high technology industries con tribute sign if ican tly and 
disapportionately· to U.S. export performance and to growth in 
productivity and the domestic economy. It is conservatively 
estimated that ••23 percent of the domestic product.ion of high 
technology ind us tries was exported in 1980.. Moreover, high 
technology industries provide critical: support to our national. 
defense. 

Many foreign governments recognize the importance of high technology 
industries to their plans for economic growth and to their national 
security. Accordingly,. they have sought to foster development of 
such industries by inter:ferring: with the operation of normal market 
for·ces to ensure special treatment of high technology industrie3 . 
through preferential ta:ic policies and intervention in capital 
markets. Foreign trade and investment policies have also. been 
adjusted to accommodate these efforts: .. 

There is- gro\fiing:_concern that U.S. high. technology industries will 
be at an unfair competitive disadvantage as a result of these 
policies and that they may suffer substantial injury and loss of 
international markets over the next several. years. · 

To better understand the competitive position and probable future 
course of these industrie.s: we propose that the CCCT· direct a study 
on the outl.ook for U.S. high technology industries in t.he world 
~conomy .. 

The following outl.ines: the objectives, scope, and organization of 
the study •. 

II. OBJECTIVES 

To determine the capability of ·U.S. high technology indus.tries to 
ma-intain a leading position in the face· of increasingly strong 
foreign competition. 

To identify the probable economic and national. security consequences 
from any projected loss of preeminence in the high technology area. 

To evaluate possible U.S. Government policy responses •if the study 
results in conclusions that one or more high technology industries 
faces a significant threat. 
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III. SCOPE 

The study will be an assessment of the ability of key U.S. high 
technology industries to maintain competitive viability· in the 
current and projected international economic- environment .. The core 
of the analysis will be a compacison of the technological state of 
the· art between U.S. industries and. their foreign competitors, an 
assessment of'' the impo.rtance of high technology industries to 
overall U.S. economic perfoxmance, and the effect of macroeconomic 
and technological factors. and government policies on the- future 
competitive viability of the u .. s .. high technology ind us.tries. 

The industries studied would be chosen on the basis of their 
s .ignificance to the economy as @ whole, the advanced state. of the 
technology involved, and their importance to our national security. 
These industries will include semiconductors,. aerospace-,. ·computers,. 
telecommunications,. indust:cial,, control systems, robotics,. and ether 
appropriate indus.ti:y segments ... 

The technological origin of the industries will be studied,. with 
particular emphasis on the- role of government intervention.. The 
government/high: technology sector relationship will be· analyzed both 
generally and as it applies to specifia industries in Japan, 
Germany,. the Un·ited States and other key countries.. Factors to be 
studied will include government financial support, including ~&D 
funding, the effect of regulation and ta~ policies on performance,. 
the influence of antitrust po·licies,. and the government role in • 
regulating market access .. . The study will also compare formal and 
informal trade barriers, implementation of the MTN co<J.es, the · effect 
of foreign subsidization on third market penetration,. and UaS~ 
export disincentives .. 

The study will also cover industry structures and trends, includin~ 
capital formation, costs,. strengths,. and profitability, .the degree 
of integration and concentration of industries, and R&D programs. 
The U.S. labor- situation in high technology industries w-ill be 
compared to those abroad. The study will look at future influence 
of key skills in the labor- force, labor force motivation, 
comparative productivity, and management techniques. 

The study will draw conclusions on the consequences to our national 
security and to the U.s· . . economy as a whole from any projected loss 
of competitiveness in key high technology areas. The ex,tent to 
which U.S. military procurement may become dependent upon foreign 
sources for critical supplies and technology is an area of 
particular concern. Surge capacity of U.S. industry, industrial 
mobilization, and diversion of technology will also be c.overed. 

If the study determines that one or more segments of our high 
technology sector face a significant threat, possible U.S. policy 
responses, both domestic and international, will be evaluated. 
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IV. STUDY ORGANIZATION 

The study will be organized to ensure quality results, speed of 
completion; and ease of gaining acceptance by the CCCT. These 
cri ter:fa can best be met by assembling a. small working group ( 3 to S: 
persons) of the highest ca:liber experts. on high technology · 
industries and the economy chosen from· among the. various agencies 
within the U.S. Government. The staff of the working group will be 
detailed from their agencies to work f ul). time on the project. 

The working. group will take its; mandate from the CCCT and report 
directly to. it. Central staff dicectian will be provided by a 
single person designated by the CCCT, with proven expertise in the 
area and the abil.ity to devote almost. full time to the project. 

Agencies. with interest and responsibility in the areas cov~red by 
the study w ilL be asked to participate: by making: availab·le to the 
working group,. as needed,.,. their data,. resources, analyses of issues 
and full cooperation. These agencies will be requested to appoint a 
contact person who can coordinate assistance fcom the agency to the 
workin~ group. The staff directoc may convene inter-agency groups. to 
provide guidance on policy issues. affecting. the study. The report 
will be circulated in draft form to each member of the CCCT for 
comment pcior to its formal presentation to the· CCCT~ The study 
will be completed within 12a· days after its commencement .. 

-
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SUBJECT: NEW YORK TIMES ARTICLE: HARVESTER'S PLANT 
' TE CHNOLOGY APPROVED FOR SALE TO RUSSIANS 

1. THE FOLLOWING IS TEXT OF DECEMBER 1, 1981 NEW YORK TIMES 
ART I CLE. 

2. BEGIN TEXT: 

WASHINGTON, NOV 39 -- THE REAGAN ADMINISTRATION ANNOUNCED 
TODAY THAT IT WOULD PERMIT THE AILING INTERNATIONAL 
HARVESTER COMPANY TO SELL TECHNOLOGICAL EXPERTISE FOR A 
COMBINE PRODUCTION PLANT TO THE SOVIET UNION. 

THE COMMERCE DEPARTMENT SAID IN A STATEMENT THAT IT 
HAD APPROVED THE COMPANY'S APPLICATION FOR AN EXPORT LICENSE 
TO SELL TECHNICAL DATA AND PLANT SPECIFICATIONS OVER THE 
NEXT FIVE YEARS, PERMITTING THE RUSSIANS TO BUILD A 
FACTORY TO PRODUCE COMBINES AND OTHER HARVESTING EQUIPMENT 
IN TAGANROG, IN THE SOUTHERN PART OF THE COUNTRY. 

THE S300 MILLION SALE BY THE NATION'S LARGEST 
MANUFACTURER OF FARM AND CONSTRUCTION EQUIPMENT WAS ) 
APPROVED LAST WEEK DESPITE INITIAL OBJECTIONS BY SECRETARY 

OF DEFENSE CASPAR~ WEINBERGER, ACCORDING TO DEFENSE 
DEPARTMENT OFFICIALS. 

HR . WEINBERGER CONTENDED THAT THE TRANSACTION WOULD 
ENABLE THE RUSSIANS TO FREE UP INDUSTRIAL RESOURCES FOR 
THE PRODUCTION OF WEAPONS. BUT HE DECLINED TO BLOCK THE 
TRANSFER IN VIEW OF STRONG SUPPORT FOR THE SALE FROM THE 
DEPARTMENTS OF STATE AND COMMERCE. 

IN HIS ANNOUNCEMENT, SECRETARY OF COMMERCE MALCOLM 
BALDRIGE SAID THAT THE DECISION DID NOT CONFLICT WITH 
THE ADMINISTRATION'S GOAL OF RESTRICTING THE SALE OF GOODS 
AND TECHNOLOGY THAT MIGHT ENHANCE SOVIET MILITARY 
CAPABILITIES. 

"THE UNITED STATES DOES NOT CONSIDER THE MANUFACTURE 
OF COMBINES ONE OF THE SOVIET DEFENSE PRIORITY INDUSTRIES," 
MR. BALDRIGE SAID. 

ADMINISTRATION APPROVAL OF THE PROPOSED TECHNOLOGY 

) 

TRANSFER COMES AT A CRUCIAL TIME FOR INTERNATIONAL HARVES
TER. THE COMPANY REPORTED LAST FRIDAY THAT IT LOST $635.7 
MILLION FROM CONTINUING OPERATIONS IN ITS FISCAL YEAR 
ENDED OCT. 31, A LARGER-THAN-EXPECTED LOSS THAT WAS NEARLY 
70 PERCENT MORE THAN THE COMPANY'S 1980 DEFICIT. 

SINCE LAST MARCH, HARVESTER HAS BEEN NEGOTIATING 
WITH ITS BANKS TO REPLACE S4.1 BILLION OF SHORT-TERM DEBT 
WITH A LONG-TERM REVOLVING CREDIT ARRANGEMENT. SUCH A 
RESTRUCTURING PACKAGE WOULD ALLEVIATE THE CHICAGO-BASED 
COMPANY'S BURDENSOME DEBT COSTS. 

COMBINES, THE MOST EXPENSIVE AND MOST SOPHISTICATED 
OF FARM IMPLEMENTS, ARE USED TO HARVEST I/HEAT, COARSE 
GRAINS OR COTTON. THEY CONTAIN COMPLEX ELECTRONIC 
EQUIPMENT, SUCH AS COMPUTERIZED COUNTING DEVICES FOR 
MEASURING THE AMOUNT OF HARVESTED GRAIN. 

AT A NOV. 11 MEETING OF THE EXPORT ADMINISTRATION, 
HR. 1/EINBERGER REQUESTED AND OBTAINED A POSTPONEMENT OF 
THE DECISION SO THAT THE DEFENSE DEPARTMENT COULD STUDY 
THE ISSUE FURTHER. 

LAST WEEK, COMMERCE SECRETARY BALDRIGE DECIDED TO 

L 
ISSUE A LICENSE FOR THE TECHNOLOGY TRANSFER AFTER ) 
CONFERRING WITH MR . WEINBERGER, WITHOUT REFERRING THE 
TRANSACTION TO THE NATIONAL SECURITY COUNCIL, ACCORDING 
TO A DEFENSE DEPARTMENT OFFICIAL FAMILIAR WITH THE DEBATE. 

HOWEVER, THE OFFICIAL ADDED THAT MR . BALDRIGE HAD AGREED 
WITH MR. WEINBERGER THAT THE BROADER ISSUE OF TECHNOLOGY 
TRANSFERS TO THE SOVIET UNION SHOULD BE RAISED AT A 
FUTURE MEETING OF THE NATIONAL SECURITY COUNCIL. 

COMMERCE DEPARTMENT REGULATIONS ISSUED UNDER THE 
EXPORT ADMINISTRATION ACT OF 1979 REQUIRE THAT GOVERNMENT 
LICENSES BE I SSUEO FOR TECHNOLOGY TRANSFERS TO THE 
SOVIET UNION ANO OTHER COMMUNIST COUNTRIES. 

A COMMERCE DEPARTMENT OFFICIAL SAID TODAY THAT THE 
COMPANY'S FINANCIAL PLIGHT WAS NOT A FACTOR IN THE 
ADMINISTRATION'S DELIBERATIONS OVER THE BENEFITS AND 
POTENT I AL DISADVANTAGES OF THE SALE. 

'ON A FAST TRACK' 

"THE COMPANY'S FINANCIAL PREDICAMENT AFFECTED ONLY 
THE TIMING OF OUR ACTION, NOT THE MERITS," SAID THE 
COMMERCE OFFICIAL, WHO ASKED NOT TO BE IDENTIFIED. "\IE 
SIMPLY PUT CONSIDERATION OF THIS ISSUE ON A FAST TRACK," 
THE OFFICIAL ADDED. 

INTERNATIONAL HARVESTER HAS BEEN TROUBLED BY DEPRESS
ED DEMAND FOR FARM AND CONSTRUCTION MACHINERY, TWO OF 
THE COMPANY'S THREE MAIN PRODUCT LINES. THE COMPANY 
ALSO MAKES TRUCKS. 

LESS THAN A MONTH AGO, THE COMPANY ANNOUNCED A 
TEMPORARY SUSPENSION OF MAJOR MANUFACTURING OPERATIONS 
AT 16 PLANTS IN THE UNITED STATES AND THREE IN CANADA. 
THE CUTBACKS WILL AFFECT 20,000 OF THE COMPANY'S 50,900 
WORKERS FROM DEC. 14 TO JAN. 4, WHEN THE CONCERN EXPECTS 
TO REOPEN MOST OF THE PLANTS. 

INTERNATIONAL HARVESTER REPORTED THAT CONTINUING 
SOFT MARKET CONDITIONS WOULD HURT OPERATING RESULTS IN 
THE FIRST QUARTER OF THE FISCAL YEAR 1982. PROFITIABILITY 
IS NOT PREDICTED UNTIL AT LEAST THE SECOND QUARTER OF 
THE FISCAL YEAR. 

END TEXT. HAIG 
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