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NATIONAL SECURITY COUNCIL 
WASHINGTON . D .C . 20 50 6 

4817 

June 24, 1986 

ACTION 

MEMORANDUM FOR RODNEY B. McDAN!l~ 

FROM: JACK F. MATLOC,. 

SUBJECT: Draft Testimony on US-Soviet Trade Policy 

I have reviewed and concur with the attached draft statement of 
Franklin J. Vargo, Department of Commerce, on US-Soviet Trade 
Policy. 

Sestan~iich, S~le, DaJ:Yansky and M~el concur. 

RECOMMENDATION 

That you sign the memorandum at Tab I for Ronald Peterson 
indicating NSC concurrence. 

Approve Disapprove 

Attachments 

Tab I Memo for Peterson 
Tab A Draft Testimony 



1/ 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 4817 

MEMORANDUM FOR RONALD K. PETERSON 

FROM: RODNEY B. McDANIEL 

SUBJECT: Draft Testimony on US-Soviet Trade Policy 

Our staff has reviewed and has no objection to the attached draft 
statement of Franklin Vargo, Department of Commerce, before the 
Subcommittee on Commerce, Transportation and Tourism, and the 
House Committee on Energy and Commerce. 

Attachment 

Tab A Draft Testimony 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANO BUDGET 

WASHINGTON. D ,C . IOIOJ 

June 24, 1986 SPECIAL 

TO: 

LEGISLATIVE REFERRAL MEMORANDUM 

Legislative Liaison Officer-
Uni t.ed States Trade Representative (Johnston X3150) 
Departllent of State (Berkenbile 647-4463) 
Depart:nent of Labar (Zinman 523-8201) 
Departllent of the Treasury (Carro 566-8523) 

[ Nati~ Security Council 

SUBJECT: CClmeroe draft testilraiy an u.s.-Soviet trade policy for 
a June 25 hearing. 

23 
25 
18 
28 

The Office of Management and Budget requests the views of your 
agency on the above subject before advising on its relationship 
to the program of the President, in accordance with 0MB Circular 
A-19. 

A ~esponse to this request for your views is needed no later than 
4:00 '!ODAY, 'IUESI:l?\.Y, JtNE 24, 1986. 

Questions should be referred to Annettelb:ney/Sue'lhau 
the legislative analyst in this. 

Enclosures 

µKiJ¾•.vt;-
RONALD K. PETERSON FOR 
Assistant Director for 
Legislative Reference 

(395-7300 ) , 

cc: J. Jukes 
E. Stucky 
T. Hauser 
M. Driggs 

SPEC\Al 
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STATiMENT Of 
PlANlLJN J. VAAGO 

015 

DEPUTY ASSISTANT SECRETARY POR IUROPE 
U.S. DBPARTNBNT OP COMMERCE 

llfOlE THE 
SUBCOMMITTiE ON COMMERCE. TlAMSPOlTATJON AND TOURISM 

HOUSE COMNinBE ON ENERGY AND C<»OIIRCE 

JUNE 25, 1916 

Mr. Chalr■an: 

I•• pleased to appear before you tbi1 ■orn1n1 to d11cua1 U.S. 

trade policle1 with reaard to tbe Soviet Union. ~1th ■e la Nr. 

Jobn loldoct, Director of tbe lxport Adainl1tration'1 Office of 

Tecbnolo1y and Policy Anal71l1, vbo will reapond to your que1tlon1 

concernloa U.S. export 11cen1in1 policy toward tbe U.s.s.a. 

U.S. trade with tbe SoYlet Union bas been relati,ely 1ta1nant over 

tbe past decade, vitb U.S. exports avera1tn1 about $2.5 billion 

per rear, ■01tly lD a1rlcultural products: U.S. i ■port• fro■ tbe 

ussa •••r•1ln1 about $400 ■illlon; and a lara• favorable trade 

aurplus of about •z blllloo. 

our trade last year fit al■oat perfectly into tbia ■old. U.S. 

export• to tbe SoYlet Union ln 1915 vere ,z., billion, ■1kin1 tbe 

u.s.s.1. our 17tb 1ar1••t ■arket. Tbese exports were lea, tban 2 

percent of our total export• worldwide, but tbey neYertbele11 

provided e■ployaent for about 60 tbou1and Aaericana. Tb••• 

export• also coatrlbuted 1t1nificantly to 1Dd1Yldua1 coapani•• and 

indu1trit1, particularly to our a1ricultural lndu1try. 
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Tnree-fourtb1 of our export• to the Soviet Union are aaricultural 

products, and tbe nearly $2 billion of Aaerican far■ products 

purch•••d by the Soviet• laat year aade the u.s.s.a. our xtll (!) 

lar1e1t a1ricultural export ■arket. Corn and vlleat accounted for 

tbe •••t bulk of these 1ale1. Manufactured aoods export• to the 
I u.s.s.a. 1a1t year vere ,x allllon. Pboaphoric acid 1111 the 

leadin1 aanufactured 1ood1 export. 

U.S. i■port1 froa tbe Soviet Union laat year were also typical. at 

,,,o alllion. The re1ultln1 1ar1e 1urplu1 ln our favor va1 

$Z billion. vbicb in fact va1 our third 1ar1e1t bilateral surplus 

laat year (followiDI Tb• Netherlands and Australia). 

u.s. Trade Poller Toward tbe u.s.s.a. 

Tb• United States does not Ja&ve a "noraal" trade relatlon1llip with 

the Soviet Union. Tile United States restrict, its export• to the 

Soviet Union for aatloaal security purpo1e1 and aoaetlaes for 

fore11n policy purpo•••• do•• not 1rant th• USSR ''Nost favored 
• 

Nation" treat■eat (NPN), clo•• not proYlde official credits 1uch •• 

Ex1■bank ftaaQciaa or eo-odlty Credit Corporation (CCC) credits, 

and does not h&Ye a trade aar••••nt with tbe USS~. 
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our trade policy toward tbe Soviet Union reflects the fact that 

tbe political and aecurlty aspects of tbe relatt~nabip between the 

two 1uperpover1 are tbe do■inant features of the total 

relationship. Trade vitb the Soviet Union 11 only x percent of 

U.S. alobal trade, and trade with tbe United State• 11 only 

s percent of the USSl'• &lobal trade. 

Within thia fra■evork, however, the Ad■inistration•• trade policy 

la a positive one of seekiq to deYelop peaceful trade with the 

SoYlet Union vbere tut 11 possible. 

Tb• foundation of our trade policy 11 tbe President'• dealro to 

build a ■ore conatruct1Ye overall vortin1 relationsnlp with the 

SoYiet Union. Tbl1 11 tbe third of the aajor objectives tbe . 

President laid out tn January 1914 for U.S.•Soviet relations. The 

President deter■ined tbat expansion of peaceful trade which 

benefit• bOtb partle1 can and should be a an i■portant part of our 

effort to build a ■ore conatructiYe relation1bip. 

• 
At tbe •••• ti••• JaoveYer, we are co1nt1ant t~at trade relations 

vltb the SoYlet Union caaaot be vleved ••parately fro■ our overall 

relations and tbat aajor lapr0Ye■ent1 ln the trade relationship 

cannot take place vltbout parallel l ■proveaonta or proare,s in 

other a1pect1 of tbe relatioashlp. 
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A prl■e exaaple 11 bu■an rl1ht1, vhlch are funda■ental to our 

Aaerlcan Yalu••· Ma ■oral people, we cannot abandon those in 

need. The Jack1on•Yanlk aaendaent links extension of NFN to 

Soviet e■iaration and expre•••• the U.S. interest in encoura1in1 

freer ••iaration and respect for bu■an ri1ht1. w, have ■ade it 

clear that the Ad■lnlstratlon and the Aaerlcan people view freer 

e■11ration and buaan rlabt• •• funda■ental U.S. concerns wbicb 

bear on po11ibllitle1 for l■pr0Yin1 the trade relationship. 

Additionally, we belteye tbat trade vitb tht USSR needs to bt 

approached vlth realts• and sound co .. erclal calculation, neither · 

exa111ratln1 nor ■1ni■11in1 opportunities and benefits for tither 

1ide. And finally, ln all con1ideratlon1 of U.S,•Soviet trade 

policy our national securitT reaains paruount, Strateaic 1ood1 

and t•~hno101y are not areas where wt are or will be 1atere1ted in 

trade 1xpan11on. Our effort• to expand US•Soviet trade are 

li■lted only to aoa-1trate1ic 1ood1 and services. 

Tbeae basic policies do not not lay out an •••Y course. Tbey are, 
• 

hoveYer, pollcl•• vhleh ve believe are realistic and wbtcb provide 

a solid basis for carryina out a consistent, principled, lona-ter■ 

trade policy which 11 under1tan4abl• to our ovn bu1ine11 

couunity, th• Soviet,, and our alll••• 
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We believe our polici•• provide for autually•beneflclal expansion 

of trade ln a vay that v111 allow trade to contribute to _the 

overall U.S.•Soviet relatton1hip, and to tb• bealtb of the U.S. 

econoay and to eaployaent. There are areas in which trade can be 

expanded nov, and it ta tb• Adatnt1tratlon•a policy to encouraa• 

and pro■ote that expansion. Tbe 1rowtb pro1peet1, however, are 

■ore li■ited than tbo1e, for exa■ple, in• full trade relationship 

1uch •• could occur under condition, of 1i1ntficantly increased 

••laratlon froa tb• loYlet Union. 

Steps Toward lxpan1lon of Peaceful u.s.-sovlet Trade 

Tbe Adalnl1tratlon, Nr. Cbatr■an, baa taken po11t1Ye 1tep1 to 

i■prove the pro1pect1 for peaceful trade. Two years a10, in June 

111,, tbe President a1rted to a ten-year extension of the 

u.s.-u.s.s.a. Lon1-T•n A,rH■ent on lcono■ic, Industrial, and 

Tecbnlcal Cooperation. Tb• Aareeaent provld•• in 1•n•ral ter■1 

fort~• tvo 10Yenmeat1 to facilitate aon1trate1tc trade and 

coaaerclal cooperation. Tbl• va1 followed by a auaber of 

laportant steps to reswae JL11b•l•v•l bilateral trade coDtac~•. 

ree1tabllsb a .. cbaats• for dl1cu11la1 trade l11ue1, l ■prove 

■arkec ace•••• aad •••l•t U.S. bualn••• deYelopaent efforts. 
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To convey our policy oD eKpan1ion of peaceful trade and identify 

areas where proaress ■l&ht be possible, last year ve reestablished 

an official aovern■,nt•to•aov•rn•ent trad• dialoa. ID January 

1985 theb• Under Secretary of Co■■erce Lionel Ol■er led an 

intera1ency deleaatlon to No1cov for tbe f1r•t ■eetina of tbe 

Trad• Workin1 Group 1inc• 1979. Thia WorkiDI Group led tbe way to 

a aeetin1 of the Cabinet-le~el Joint U.S.•USSl Co■■er~lal 

Coa■1s11on, which bad not aet ln 11x year,. 

Tbat Co■■i111on aet lD Nay ltlS, vben Secretary laldri1• traveled 

to No1cov to co•cbair tbe aeetln1 witb tbe Soviet Nini1ter of 

Porei1n Trad•, Nikolai Patolichev. Tbe Secretary was able to 

ree1tabll1h a ■ecbani1■ for re1olYln1 co■■erclal probl•••• i■prove 

■arket acce11 for U.S. co■panle1 1D the Soviet Union, and i■prove 

the oYerall trade relatlon1blp. Secretary Baldriae traveled to 

No1cov a second tl■e last year, to participate lD the nlntb 

■eetibl of the u.s.-uss1 Trade and lcono■lc Council (a prtyate 

•ector 1roup on tbe U.S. 1lde). and to •••t tee new SoYiet forei1n 

Trade Minister, Borla Arlatow. 

Durin1 botb vl1lt1 to tbe SoYiet Union, Secretary laldr11e ■et 

vitb General Secretary Gorbachev. While other aapects of t~e 

overall u.s.-sovtet relatlon1bip were diacu11ed durln1 tbe1e 

•••tln11, tbey focused on trade and tbe interest of botb sides in 

•••in1 trade expand vbere that wa1 possible. 
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Our efforts vi!l continue durtna the next ■eetina of the Joint 

Coa■erclal Co■■11,1on. Soviet Poreian Trade Mlniater Arl1tov has 

accepted Secretary laldr11e•1 invitation to co■e to wa1n1n1ton for 

thi1 •••tln1, vhlcb ve expect to be held later this year. 

Market Acce11. 

Of 1reate1t concern to us lnltlally was tb• curtailed ace••• to 

tbe Soviet urtet vbicb Aaerlcan flr■• had been eaperlenc1n1. 

Secretary laldr11e aade l■proYed aartet acce11 for u.s. co■panle1 

bis ■aln objectiYe la bl• ■eetlnas vlth Nlni1ter Patolicbev, and 

•• a result, the Soviet, aareed to take 1tep1 to ensure Allerican 

co■panie1 could bld for •u1lne11 la tbe So•l•t Union. 

ln an unprecedented l•tter to all loYlet foret1n trade 

or1anl1atlons. Nlnltter fatollc~eY iaatructed tbe■ to invite 

interested Aaerlcu fln1 to •td on projects, to provide Aaerican 

coapanle1 vltb ace••• to appropriate SoYlet officials, aDd to 
• 

consider Allerican coapay propo1al1 on their econo■ lc ■erits. His 

letter also stated tbe iDtereat of tb• Soviet Governaent in 

developlna ■ore bu1in••• vitb tbe United Statea in areas tbat botb 

countries a1reed were ia tbelr ■utual lntere1t. Secr~tary 

laldrl1•, ln turn, publlabed tn lu1ine11 Apaerlca an open letter to 

tbe Aaerlcan buain••• c-unttr advlatna U.S. fir■• of th• re1ult1 

of the Joint Co■■erctal Coa■t,sion and encoura11n1 tb•• to explore 

trade opportunitl•• tn tbe Soviet Union. 
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Since tbat tl■e, Aaerlcan co■panie1 have reported a sharp 

l ■proveaent. They are receivln1 bid lnqulriea. They ar.• 1•ttina 

in to see Soviet officlal1. They are bein1 asked to co■e up with 

nev propoaals. And ■01t 1l1nificantly, bu1ine11 i1 up. Soviet 

orders for ■acblnery and equlp■ent froa U.5. fir■• in 1985 rose to 

$240 ■llllon, co■pared to only about •70 ■illlon ln 1914. Tho•• 

nev orders ■ean about six thousand new job1 for Aaerlcan flr■a. 

Jn responte to this po1ltiYt 1t•p by tbe Soviets, Secretary 

laldr11e announced tbat the Ad■lnlatration would •••k 1e1l1lation 

to r-■ove a S4-year•old •bar10 on l■port1 of ,even types of 

Soviet furstina. Tbe House ba1 incorporated that le1i1lation into 

the Nl1cellaneou1 Tariffs provision of tae trade bill recently 

pas1ed by the Hou1e, and tb• Senate 11 aov con11deria1 the fur1kin 

1e1t11at1on. •• ur1• ,our support. 

le■oval of tbe e■bar10 11 atroaalY ID tbe interest of tae United 

States. Tb• 1tep1 uadertakea b7 tbe l0Ylet1 are 1eadla1 to 

increased U.S. export• tbat are already creatina tbousud1 of U.S. 

Jobs. vblle &11alysl• indicates there will be little or ao neaattve 

effect oa tbe do■e1ttc furaklD 1adustr7. This 11 a ■odeai atep, 

but one of Yery al1nlficant sy■bolic i■portance. It vould 

de■on1trate the wlllin1ne11 of tbe President and tbe Conaress to 

take concrete 1teps to l■proYe tbe bilateral relatloRlbip with the 

Soviet Union where that it po111ble and ln tbe interest of both 

sicle1. 
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Trade Proaot1on 

All i■portant task now 11 to take advanta1e of tb• i■proved policy 

cli■at• for trade by u1tn1 it to conclude ■ore new business. W• 

are doina this both directly tbrou1h u.s. · aovernaent export 

proaotion and ■arket develop■ent actiYitle1. le are also doin1 

this by !upportia1 tb• actiYiti•• of tbe u.s.-USSk Trade and 

lcono■lc Council (USTEC). • priYate aector or1ani1atlon vhich baa : 

operated 1ucce11fully since tta creation in ltxx to a11i1t U.S. 

co■panie1 in dealln1 with tbe co■plex Soviet econo■ic ~y1tea. 

In order to a11i1t U.S. coapanies ln their effort• to sell to the 

SoYiet aarket, tbe U.S. hpart■eat of Co■■erc• baa expanded its 

·export pro■otloa a1111tuce. le bave added a 1econd U.S. 

Depart■ent of Co■■erce ■arket developaeat officer to our u.s. 
Trade Develop■eat Office ID Noacov, uve deYoted tncreaaed 

resources ln tbe United States to ldentlfytn1 specific aarket 

pro1pect1 1 and baYe developed• pro1ra■ of export pro■otion events 

for U.S. coapanl•• la t~e SoYlet UDloD. 
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Wltb lnfor■ation provided by the u.s.-u.s.s.a. Trade and Econo■ ic 

Council and SoY1et forei1n trade officials, we have ldentlf1ed 

aector1 and project• vbere U.S. co■puies are hlahly coapetitive, 

where the equip■ent and technoloaies are clearly non•1trate11c, 

and vaere there ls 1tron1 Soviet de■and. We are looklna at nine 

aajor area•: · 

o Food Production and Proce11in1 

o S.rtb■oYilll lqulp■ent 

o Nlntn1 and Porestry lquip■ent 

o Aaricultural Cbealcal1 

o Housina ·and Construction iquip■ent 

o Medical lqulp■ent aad Supplies 

o Pollution Control lqulpaent 

o lrrlaatlon lqulpaent 

o Pulp and Paper lquip■ent 

Last veek eleYeD U.S. aNlcal equip■ent coapanl•• participated in 

tbe first of our aev aert•• of Nark_etia1 Sales Se■1nar1 in tbc 
• 

Soviet Union. They bad•• opportunity to present their 

capabilltiea tn cardlolo1y, ophtba■o101y and 1uraery to over 130 

Soviet end-u1er 1pecla11,t1. Thia provides hllbly valuable 

product exposure to key Soviet purcbasiGI offtcial1, aDd provides 

one of the only vay1 to "advertise" U.S. co■pany capabllitles in 

tile USSR. 
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•• have selected food proces1in1 and •1rtbu1ine•1 •• tbe key area 

on vhlcb ve will be focu11ln1 for tbe next few years, because of 

special Aaerlcan capability ln tb11 field and tbe priorfty 

a11l1ned it tn Soviet econo■lc plan••X In Septe■ber ve are 

1poa1ortn1 a aajor U.S. exhibit at the the Soviet food industry 

abov, INPlODTOIGMA.SH. Tbla will be our first aajor 1pon1ored 

event in the Soviet Union in 1eYen yeara. Last aonth, a senior . 
Coaaerce Departaent official led a al11lon to tbe Soviet Union to 

identify tbe food tndu1try equipaent and teclmolo11e1 the S0Yiet1 

are ■ost interested la •••la, at thl1 exblbltlon. 

0Yer 40 U.S. co■panl••• tvo•tblrda of tbe■ new to tho Soviet 

aartet, vlll display tbtlr ware, nd 1ervlce1 at thl1 1bov. Tbe 

interest 1bovn by U.S. coapanlea ln ezpandln1 peaceful, 

non-1trate1lc, trade 11 ••ldent in the fact tbat th••• co■panlea 

are all paylna the full cost of tbl1 trade proaotlon effort-· 

lncludin1 tbe exblbltioa space, tbe cost of transportation of 

tlaelr exhibits, tbelr personal transportation, ezpensea while in 

Noscow, &Dd •••D DepartaeDt of eo ... rce oyerbead. There 11 no 
• 

\~ 

U.S. 10YerD11ent 1ub1idy taYolYed in our proaot·ioD proar•• anywhere 

in tbe world. lncludlna tbe Soviet Union. 
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In addition to our export expansion efforts, you b&Ye a1ked tbat 

ve di1cu11 U.S. export licenslna policy toward the Soviet Union. 

With ■e bere today 11 John loldock, »1rector of tbe Office of 

Techlloloay and Polley ADal71l1 ln tbe Export Ad■iniatratlon of tbe 

Coa■erc• Depart■ent vho will respond to your questions in this 

area. J would only like to Dote two deYelop■ents in U.S. trade 

policy affectin1 tbe U.8.8.1. 

oalconcern1 tbe reliability of A■ertcaD co■paniea a• suppliers to = 

tbe Soviet aartet. ID recent years, ■any A111rican co■panl11 bave 

been told by Soviet trade officials tbat they could Dot be Yieved 

as reliable suppliers. Tiley haYe been told that lona•ter■ 

relation• with U.S. flr■1 cannot be entered into witb a blah 

de1ree of confidence a• lona .•• tbe u.s. 1o•e111■ent can force the 

cancellation of contract,. 

Tile uv lxport Ad■lalatratlon Act aake1 a clear •~•te■ent on 

contract sanctity. Th• Act states that contracts ■ay not be 

cancelled for foreian policy rea1on1 unl••• tbe Preaident 

certlfl•• to Coqret• tbat there exl1t1 a breach of tb• peace 

whicb po111 a sertoua and direct threat to tb• ttrate11c interest 

of tbe United States. 
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The second area concerns our forei1n policy controls. In January 

of tb11 year, the Couerc• Depart■ent adjusted lt1 llcen11n1 

policy for forei1n policy controls on tb• export of tecbll1cal data 

relatln1 to all and 1•• exploration and production. Appllcationa 

for tb• export of technical data for oil or 1•• exploration or 

prbduction will be reYleved on a c••••by•c••• ba111 and not on a 

"pre11111ption of denial,"•• a,,fore. Appl1cat1011, for the export 

of exploration and production equlp■ent wlll continue to be 

reYieved on• caae-by•c••• ba111 and aenerally v111 be approved, 

unl••• subject to aulttlateral reYlev in COCOM. 

Tbla policy ■ocllficatlon va1 ■ade after revievina tbe poaltlve 

steps that the SoYletl ~ad taken in tbelr relations with u1 to 

that ti••· If our bilateral relatlonsblp continues to 1 prove, 

and we••• furtber proar••• ID areas of interest to us, ve vlll 

conaider furtber cllalla•• ta our forel1n policy control•. 
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Trad• outlook 

Mr. Chair■an, let•• conclude by stre111n1 the need for r••lll■ in 

U.S.- Soviet trade. There are definite 1rovth proipect1 for 

peaceful trade, even within the present policy fraaevork. 

However, the Soviet Union ls not 10101 to be a boo■ina ■arket 

aero•• tbe board. Tb• Soviet Union 11 the world's second lara••t 

econoay, bu~ it ia not a aajor tradlna nation. It iaport1 only 

about tJ0 billion aADually froa the Weit•· an aaount vhlcb ■ak•• 

its bard·currency ■arket for Western products about the•••• 111• 

as Svit1erland'1. 

The u.s.s.a. has plan1 for 1i1niflcant incr••••• in econoaic 

activity, includlq iaports. lecent ewents, boveyer 1 vill affect 

their plan1. The nuclear dl1a1ter at Cberno~yl certainly 11 a 

: factor. lut in dollar ter■1 tbe ■ajor Soviet probl•• ts their 

declinin1 bard currency revenue fro■ eneray export1. 011 and 1•• 

exports account for about tvo•tblrda of Soviet exports to the 

••st. Ivery dollar dec11D• lat•• price of a barrel of oil 
• 

reduces Soviet hard currency exports by about $500 ■illlon, and 

tbe redu~tlon of world oll prl~•• aay ~o,t tbe SoYiet Union a bard 

currency 1011 of ,s billloa or so. 
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World deaand for Soviet raw ■aterial1 •· ti ■ber, ■etals. and 

other industrial ■aterial1 •- will arow slowly; and future Soviet 

earn1n1s are likely to be a function of price chanae• tn · tey 

co■■odities. While tbe Soviet Union can certainly cope with the 

decline ln bard currency availability in tn• abort ter■ by 1ellina 
I 

101d and ■akiq 1reater use of credit•• the lonaer•tera outlook is 

uncertain. The Soviet Union 11 not a lar1• exporter of 

■anufactured aood1, a fact vhicb vlll have to be chanaed if the 

Soviets are to increase tbeir ability to trade with the Weit over 

the lon1er-run. Thl1 chan1e, however, will not co■• easily. 

So Mr. Cbair■an, ve ■ult be realistic re1ardin1 the role of trade 

in U.S. • Soviet relations. Trade ■ust continue to be viewed in 

t~e context of political and national security concerns, And . 
trade ■uat be viewed in tbe context of the Soviet econo■ic 

a1tuat1on. Novertbele11, there are prospects for trade 1rowtn •• 

and tbe Ad■inlatration believes we should soek to expand trade 

vnere po11ible. 

While it 11 unlikely that the United States and tbe Soviet Union 

would ever beco■e ■ajor tradin& partners, the arowth opportunities 

tbat exist are of worthwhile econo■ ic benefit to both countries. 

The e■ploy■ent pos1ibillties in this trade are not 

inconsequential, and tae contribution of this trade to the overall 

relationship •u•t not be overlooked either•· particularly if such 

trade were to contribute to an i■prove■ent in bu■an riabts and 

••1arat1on. 
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Nr. Cllair■an: 

11\ 

I•• pleated to appear before you this ■ora1n1 to d11cua1 u.s. 
trade policle1 witb reaard to tb• SoYiet Union. With ■e 11 Nr. 

Jou loldoct, Director of tbe lxport Ad■ inl1tratlon•1 Office of 

Tecbaolo1y aad Polley ADaly1l1, vbo vlll reapond to your cue1tton1 

coac1rnln1 U.S. export 11cea1ta1 policy toward the u·. S, s. a. 

U.S. trade vltb tbe loYlet Ualoa ba1 been relatiYely 1ta1nant over 

tbe past decade. vltb U.S. export• •••ra1tn1 about tz.s ,1111on 

per year, ■oatly la a1rlcultural ;roc1uct1; U.S. l■port• fro■ the 

USSl aYera1ta1 about f400 ■llltoa; aad a 1ar1e faYorable trade 

surplus of about •2 ,1111oa. 

our trade last year flt al■oat perfectly taco tbll ■old. U.S. 

e&port1 to tke Sowlet VDtoa la 1915 vere ,z., blllioD, ■aktn1 tbe 

u.s.s.a. our 17tb 1ar1e1t urket. Tb••• exports were 1111 tban z 
percent of our total export• vorldvide, but tbey aeYertbele11 

proY1ded e■ploy■ent for about 60 thousand Aaertcua. ft••• 
esporta also coatrt,uted 111ntftcantly co 1nd1Yldua1 c•pan1•• and 

indu1trlt1, particularly co our a1rtcultural ladu1try. 
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Tbree-fourtbl of our export• to tbe SoYiet Union are a1r1cultural 

product•, and tile nearly tz ~illlon of Aaertcan far■ products 

purcba1ed by the Soviet• 1a1t year ■ade tile u.s.s.a. our xtll (!) 

lar1e1t a1rlcultural export ■arket. Corn and vbeat accounted for 

tbe wait bulk of these 1ale1. Manufactured 1ood1 export• to the 
I u.s.s.a. 1a1t year ver• fx ■1111on. Plloapboric acid va1 the 

leadlna aanufactured 1ood1 export. 

U.S. taport1 froa ibe Soviet Union l••t year were alto typical, at 

.,,o alllion. Tile re,ultlq 1ar1• aurplus la our favor va1 

•z billion, valcb la fact va1 our tatrd 1ar1••t bilateral 1urplu1 

lalt year (followiDI Tb• Netaerland1 and Aultral1a). 

u.s. Trade Polter Toward tbe u.s.s.a. 

Tb• United Stat•• •oe• not Jaave a "noraal" trade relatlonsllip vitll 

tbe Soviet Union. Ta• United State, re1trlct1 its export• to the 

Soviet Union for aatloaal 1ecurlty purpo1e1 ud 1oaetlae1 for 

foret1n policy purpo1e1, ••e• aot 1rant ta• USSR ''Nost favored 
• 

Nat.lo•" treat■eat (NPII), dHI aot provide off tclal crecli t1 1uch •• 

lxi■bank ftaaacia1 or Couodlty Credit Corporation (CCC) credits, 

••d do•• Dot llaYe a &rad• a1r••·••t VlCb , •• USS&. 
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our trade policy toward tbe Soviet Union reflects th• fact that 

the political and aecurity aspects of tbe relattonsbip betv11n the 

two 1up1rpov1r1 are tbe do■inant features of the total 

relationahip. Trade with tbe Soviet Union ts only x percent of 

u.s. 1lobal trade, and trade witb tbe United States 11 only 

x percent of tbe USSI'• 1lobal trade. 

Witbin tbil fra■ework, boweYer, tbe Adain11tr1t1on•1 trade policy 

ta a positlYe on• of seekia, to deYelop peaceful trade vltb the 

SoYlet Ua1oa wlere tbt 11 po11lble. 

Tb• foundatloa of our trade policy ta tbe Pre1ldent'1 desire to 

build a ■ore coa1truct1Ye oYerall vortin1 relationship with the 

Sowlet Union. Tb11 1• t•e tblrd of tbe aajor objectiYea tbe 

Pre11dent laid out la January 1114 for U.S.•Sovlet relations. Tb• 

President deter■laed t•at expaa1toa of peaceful trade wblcb 

beaeflts Ntb partl•• cu ud abould be a aa iaportant part of our 

effort to build a ■ore coutructtYe relattoaabip. 

• 
At tbe •••• ttae, IIOV•••r• we are co1a11uc tbat trade relations 

vltb tbe SoYlet UDloa caaaot be wleved aeparately fro■ our overall 

relation• aad Jllat ■ajor l■prov-•nt• lo the trade relatioDship 

cannot take place vltbout parallel l■prove■ent1 or pro1re11 in 

otber a1pect1 of c•• relacloasatp. 
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A prl■e exuple le buaaD rl1ht1, vhich are funda■ental to our 

Aaerlcan walu••· u a ■oral people, vt cannot abandon those in 

aeed. Tll• JacklOD•Yanlk ••ndaent llnk1 exttDliOD of NPN to 

Soviet eaiaration and expr••••• tbe u. S. intere1,t in encoura1in1 

freer ••11ration aad reapect for buan ri1ht1. We b&Ye ■ade it 

clear that the Ad■lnlstratloa ud tbe Aaerlcan people vlew freer 

e■11rat1on an4 buaan rl1bt1 •• funda■ental ~.s. concern• vbicb 

bear OD po,1lbllltie1 for l■pro,1n1 tb• trade relatlODlhtp. 

Additionally, we ,e11ewe tlaat trade vitb tae USSR •••d• to be 

approached vtth realls■ aad 1ouad couerclal calculatioa, aeitber · 

•••11eratln1 aor ■iat■laia1 opportualtle1 aad benefits for either 

aide. And finally, ta all coa1ideratlon1 of U.S,•SoYiet trade 

policy our aatioaal 1ecurit1 , .. al•• paruount. Strate1tc 1ood1 

and tecbnolo11 are aot areas via.ere we are or will be iatert1ted in 

trade expan11oa. our efforts to expnd US•Sovlet trade are 

11■1ted only to aoa•1trate1tc 1ood1 aad 1ervlce1, 

Th••• basic polictes do aot aot lay out an ea,y cour1e. Tiley are, 
• 

hovtYtr, pollcl•• vblcb ve believe are realt1tlc ud vblch provide 

a solid ba111 for carryta1 out a coa1i1tent 1 principled, lona•t•r• 

trade policy vblcb 11 uaderatan4abl• to our ova bu11ne11 

COMWlity, tb• SoYitta, Pd our alll••· 
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W• believe our pollc1•• proYldt for ■utually•beneficial expansion 

of trade ln a vay cue vl11 allow trade to contribute to tbe 

overall U.S.•SoYlet relatlODlblp. and to tbt bealtb of tb• u.s. 
econo■y and co e■ploy■ent. Tbere are areas in which trade can be 

expanded nov. aod lt ta th• Adalni1trat1on•1 policy to encouraa• 

and pro■ot• that expan1lon. Tb• arovtb pro1pett1. ,ovever, are 

■ore ll■ited tl&D tbo1e, for exa■ple. in a 1ull trade relation1bip 

1ucl •• could occur wader coadltlon• of 1l1nlficantly lacr••••d 

.. 1,ratloa froa Che loYlet Union. 

Steps Toward bpan1lon of Peaceful u.s.-sovlet Trade 

The Ad■lnt1tratlon, Nr. CUir■an. Jaa1 taken po1lct,e 1tep1 to 

l■pro,e tbe pro1pect1 for peaceful trade. Two years a10, la June 

111,. the Prealdent a1reed to a tea-year extenalon of the 

u.s.-u.s.s.a. Loa1-T•n A,reeaent OD lcoao■lc. ladu1trlal, and 

Teclualcal Cooperation. Tl• qruaent provides 1D ••~•ral ter■a 

for tile tvo 10,erueata 10 facilitate aon1trace1te trade a11d 

c-■ercial cooperattoa. 1'111• wa1 followed by a auaber of 

l■portant 1tep1 to re11111e lulb•l•••l ,11ateral trade contacts, 

r••~tabll1b a •claalt■ for dl1cu11ln1 trade l11ue1, l ■prove 

■arkec ace•••• aad a11l1t u.1. bu1lae11 de,elopaent effort,. 
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To convey our policy oD expan1ion of peaceful trade and identify 

areas where proar••• ■l&ht be po11ible, last year we re,1tabli1hed 

an official 1overn■ent•to•1oven■ent trade dialoa. Ia January 

1915 then- Under Secretary of Co■■erce Lionel Ol■er led an 

tnteraaency dele1atlon to No1cov for tbe f1rat ■eetlna of tbe 

Trade WorklAI Group 1lace !179. Till• WorklDI Group led tbe way to 

a •••ttn1 of tbe Cabinet-level Joint u.s.-ussa co■■ercial 
Co■■111lon, which ud DOC ■et ln 11a rear,. 

· That Co■■1111oa ■et lD Nay 1115, va,n Secretary laldrl1• traveled 

to No1cow to co•cllalr tbe ■eetlq vita the Soviet Nlalater of 

Por1l1n Trade, Nikolai Patollcbev. Tile Secretary va1 able to 

ree1tabll1h a ■ecaanl1■ for re1olYla1 co■■ercial probl•••• i■prove 

■arket acce11 for u.s. · co■puie1 1a the Soviet Union, aad i■prove 

the overall trade relatloa1blp. Secretary laldrla• traveled to 

No1cov a 1ecoad tl■e 1a1t year, to participate la tbe alntb 

■eettn1 of the u.s.-ussa Trade and lcoDo■tc Council (a prt•ate 

1ector 1roup oa tbe U.8. 1lde), ud co •••t tae aew Sowlet Foreian 

Trad• Nlal1ter, lorl• Arl1toY. 

Duria1 l>ota vl1lt1 to U• So•i•t Uaion, Secretary lalor11e ■et 

vita General Secretary Gorbachev. While other aspects oft-• 

overall u.s.-sovtet relatloa1hlp were di1cu11ed durin1 tb••• 

■eecia11, tbey focu1ed oa trade ud the inter11t of ,otb 11411 in 

1ee1n1 trade expaod where cut va1 po111~1,. 
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our effort• vl!l continue durtn1 the next ■eetina of the Joint 

Co■■erctal Co■■111lon. Soviet Porelan Trade Mlniater Arl1tov hat 

accepted Secretary laldrt1e•1 lnvltatlon to co•• to Wa1Aln1ton for 

tbl1 •••tln1. vhlch ve expect to be beld later tbl1 year. 

Market Ace•••· 

Of 1reate1t coacern to u1 1D1t1a11y was tb• curtailed ace••• to 

tbe loYlet urktt wblch Allerlcaa fir■, ud been eaperleac1a1. 

Secretary laldrl1• aade iaprowecl aartet ace••• for U.S. co■panie1 

lll ■ala obJectiYe ,. bll ·••tlqs wltb Nlal1ter PatollcbeY, &Qd 

•• a result, cae l0Ylet1 a1reed to take 1tep1 to ensure Allerl~•n 

co■panl•• could bid for •u1lae11 lD tae loYltt UDion. 

ln an unprecedented l•tter to all loYlet foretaa trade 

or1anl1atloa1. N1a11ter Patollcu, iaacructe4 tbe■ to invite 

lntere1ted Aaericu flra1 to •td oa projects, to provide Aaerican 

co■pani•• wltb ace••• to appropriate loYlet offlclal,, and to 
• 

con~lder Allerlcaa coapay propo1al1 oa tbelr econo■ ic ■erlts. His 

letter also stated tb• tatereat of t~e Sowlet Go,erueat ln 

deYelopiDI ■ore ~u•ia••· witb , •• Vaited .,., •• lD ar••· \llat ~Ota 

countries a1reed ••r• ia tbelr ■utual 1atere1c. lecretary 

laldrl1•, in turn, pu,111aed la 1u,1ae•• Aperlca a11 opeD letter to 

tbe Allerlcan bu11ne11 c-un1t1 adYltla1 U.S. fin• of tbe results 

of tbe Joiat Co■■erctal Co■■t11ton aad encoura1tn1 tbe■ to explore 

trade opportualtl•• la tae Soviet Uaion. 



10:00 DEPT CO'f'ERCE l'-0. 002 022 

-. -
Since that tl■e, Aaerlcan co■p1nie1 hive reported a sharp 

l ■pro,e■ent. They are recel,1111 bid lnqu1r1••· They ar.• 1•ttin1 

ln to see Soviet officials. Tbey are beina asked to co■e up vitb 

nev propo1a11. And ■01t 1l1nlflcantly, bu1lne11 11 up. Soviet 

order• for ■achlnery aad equip■ent froa U.S. flr■1 1n 1115 rose to 

•z,o ■1111on, co■pared to only about ,10 ailllon ln 1114. Those 

aev order, •••D about 1lx thousand aev Jobi for Aaerlcan flr••• 

ln re1poa1e to tbl1 po1itiYe atep by tae So,let1, Secretary 

laldrlae anno1111ced tbat tbe Ad■laiatratioa would seek 1e1islatlon 

to re■o,e a S4•Y••r•old •bar10 oa i■port1 of ,even tn•• of 

Soviet furakl••• ft• Hou•• aa1 incorporated that l•1i1lation into 

tae Nl1cella11eou1 Tariffs pro,1110• of tae trade bill recently 

pa11ed by tbe Hou1e, ud tae Senate 11 aov coa1lderla1 the fur1k1n 

1e1111atloa. •• ur1• ,our support. 

le■o,al of tbe e■bar10 11 1troqly in the interest of tA• United 

States. 111• 1tep1 uadertakea b7 tbe ao,let1 are 1eadta1 to 

lncrea,ed U.S. ezport• tllat are already creatiDI taou1ud1 of U.S. 

Jo~•• while ualy1i1 ladlcates taere will be little or ao neaattve 

effect on tbe do■e1tlc fursklD industry. Tbi1 11 a ■ode1t 1cep, 

but one of Yery al1nlficaat syabolic i■portance. It voul4 

de■on1trate the vllliDID•1s of tb• Pre1ident aad Che Con1r••• to 

take concrete 1tep1 to l■pro,e the bilateral relatloasbip vitb the 

So,iet Union where that lt posaibl• and ta tbe interest of both 

1idea. 
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Trade Proaotlon 

AA laportant task now 1, co take adYanta1e of tbt l■proved policy 

clt■ate for trade by u1ln1 it to conclude ■ore new bu1lne11. w, 
are doln1 tb11 both directly tllrou1h u.s. ·1overaaent ezport 

proaotlon and ■arket deYelopaent actiYltle1. le are 1110 do1n1 

thll by !Upportln1 tb• actlYltl•• of the u.1.-ussa Trad• &Dd 
lcoaoaic Council (USTIC), a prt,ate 1ector or1aal1atlon vhlch has : 

op•r~t•d 1ucce11fully 1tace tt• creation la llxx to •••lat U.S. 

co■panle1 la dealiDI wltl tbe co■plex Soviet econo■lc ~J•t••· 

ln order to a11l1t U.S. coapaai•• lD their efforts to Mll to the 

SoYiet ■arket, the U.S. Depart■ent of Coaaerce bas ezpaaded it• 

·export proaot1on a1111taace. •• aave added a 1ec0Qd U.S. 

hpartaeat of Couerce aarket develop■ent officer to our u.s. 
Trade De,elop■eat Office la No1cov, MYe de,oted incr••••d 

resources la tbe United Stat•• to ldentlfyin1 specific aarket 

pro1pect1, aad llaYe developed a pro1ru of export pro■otion e,ents 

for U.S. coapaal•• la ,a, so,let Unloa. 
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Wlta 1nfor■atioD provided by tae u.s.-u.s.s.a. Trade and lcono■ 1c 

Council and Soviet for•ilD trade officlal1, we have identified 

sector• and project• vll•r• U.S. co■pui•• are bllhly co■pet1tive, 

vher• the equip■ent aad tecuo101te1 are clearly non-1trat111c, 

and waere tbere 11 1tron1 Soviet de■aDd. We are looklDI at nlne 

uJor area•, · 

0 food ProcluctloD and Proce11iDI 

0 lartuow1q lqulp■enc 

0 NlDlDI and Por,1try lquip■eDt 

0 A,rlcultural Clle■tcala 

0 Hou11n1 ·aad CoDttructioD lquip■ent 

0 Medical lqulp■ent and Supplle1 

0 PollutlOD Coatrol lqulp■ent 

0 lrrl1atloa IC1UlpaeDt 

0 Pulp aad Paper lqulp■ent 

Last veek •1•••• U.S .... ,cal equlp■eDt coapaa1e, participated ln 

the first of our ••• 1erle1 of Nark.etla1 lale1 Sealnar, in tbe 

Sovtet Unloa. Tlaey llad aa opportUDity to present their 

capabilities ta cardto1011, opbtba■o101y aad 1ur1ery to over 130 

Soviet end-user 1peciall1ts. ftl1 pr0Yide1 a1,a11 waluabl• 

product exposur• to key loYlet purcbasia1 offtc1a11, aad provides 

on• of the oaly ways to "aclvertlte" U.S. co■pany capabtlltle1 in 

tile USSR. 
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We ba,e selected food proces11n1 and •1ribu1ines1 •• th• key area 

on vhlc, ve vill be focu11ln1 for tae next fev year,, because of 

1pecial Aaerlcan capability iD ta11 field and the pr1orfty 

a11t1ned it in So,iet econo■lc plan•·l In Septe■ber ve are 

1pon1orln1 a aajor U.I. ezbiblt at cae cae Soviet food industry 

,aov, INPIODTOIGNASH. Tbil will be our fir1c ••Jor 1pon1ored 

e,enc la tbe lo,tet Ualon in 1e,en year,. La1t aonth, a 1enior 

Co■Mrce Departaent official led a al11lon to tbe lo,let Union to 

identify tb• food tadu1cry equlpaent aad tec11Dolo11e1 tbe lo•i•t• 

are ■oat interested la ltelq at tbt1 exblbltloa. 

O••r 40 U.S. coaput••• cvo•tblrd1 of tbea aev to tao Soviet 

urtec, vlll dl1pl1y i•11r ware• ud 1er,1ce1 at tbl1 1bov. The 

interest ,aovn by u.a. c•pul•• la 1zpud1n1 peaceful, 

aoa-1trate1tc, trade 11 ••ldeat ia tle fact tbat tbe1e co■panl•• 

are all p1y1a1 ca, full colt of ca11 trade pr011ot1on effort•· 

lacludta1 tbe exblblcloa 1pace, tbe co1t of traa1porcatioa of 

tu1r e&blblt1, tulr ,,r1ou1 tru1poriatloa, esp••••• •~ile in 

No1cow, aad •••• DepartMDt of eo ... rce •••rbead. Tbere 11 ao 

U.I. 10,erueat 1u1J11dy laYolYed la our proaot·toa pro1ra• anyvbere 

ln tbt world, _ 1acludlaa tu ao,tet Ualoa. 
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lxport LiceD1ln1 pollCY 

In addition to our export expansion effort•• you uve a1ked tbat 

ve di1cu11 U.S. export licea1ln1 policy coward the Soviet Union. 

With ■e her• today 11 Joan loldock, Director of the Office of 

TeclUloloay and Polley Aaaly1l1 lD tb• lzport Ad■ini1trat1on of the 

Co■aerc• Depart■eat vao will re1pond to your que1tlon1 in this 

area. J would only like to aot• two deYelop■ent1 1n u.s. trade 

policy affectlq tae u.1.1.1. 

°"c0Dcern1 tb• reliability of Aaericaa co■pant•• a1 1uppller1 to : 

tbe Soviet aartet. la recent year1, ■aay Allericaa co■paD1•• have 

beeD told by SoYiet trade offlclal, tut they could DOC be Yleved 

•• reliable 1upplier1. Tiley Jaaye been told that lon1•ter■ 

relatloa• with U.S. ftr■1 caaaot N eatered into with a bill 

dear" of coafldeac• •• loa, . a1 the u.s. 1o••n■eat caa force tle 

caacellattoa of coatract1. 

Tile MV laport Ad■lalatratloa Act ■ate, a clear 1tate■eDt oa 

contract 1aDctlty. Tile Act stat•• that contracts ■ay DOt be 

can~lled for foret1D policy reason• unl••• tb• Pre,tdent 

certlfl•• to Coqr••• tbat tMre ezt1t1 a _,,acb of tbe peace 

wa1ca po1e1 a 1ertou1 aad direct threat to tbe ttrateaic interest 

of tbe United Stat••• 
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Tile second area concerns our fore11n policy controls. la January 

of tb11 year, tAe Couerce Depart■eat adjusted its llcen11n1 

policy for forel1n policy control• on tb• export of teclall1cal data 

relatlq co oll and 1a1 exploration and production. Appllcationa 

for tb• export of tecbD1cal data for oil or 1•• exploration or 

pr~ductlon will be reYleved on a ca1e•by•ca1e ba111 ud not on a 

••pre1uaption of denial," a1 before. Applications for tAe export 

of exploration aad production equlp■eat vlll continue to be 

reYleved on • ca1e-1ty-ca1e ba111 ud 1ene.rally vlll be approved, 

ual••• 1ubJect co ■ultilateral reYiew la COCON. 

Tbll policy aoclificatloa vas ■ade after revlev1n1 cbe po11t1ve 

1t1p• Cbat tbe loYlet• lad taken la Cbelr relatlODI with UI to 

cut tt■e. If our lttlaceral relatlonsbtp coatlnu•• to l prove, 

aad we ••e furtber proar••• ta areas of latere1c co us, we vlll 

coa11der further cuaa•• la our forel1a policy coatro11. 
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Trade outlook 

Nr. CJlair■an, let•• conclud• by stre111n1 the need for r,a111■ ln 

U.S.- Sovl•t trad,. Ther, are definite 1rovth pT01pect1 for 

peaceful trade, •••n vithln the pr•••nt policy fr .. evork. 

However. the Soviet Union ls not 1oln1 to be a boo■in1 ■arket 

aero•• the board. Tb• lovtet Union 11 the world's second 11r1••t 

econo■y. bu~ lt 11 aot a ■aJor tradln1 nation. It 1 ■ports only 

about ISO billion aaaua11, froa the Welt-· an UOUDt valcb ••k•• 

lt1 urd·currency .. rket for Wester• products about th••••• 111• 

•• lvltaerl&Dd'•· 

The u.s.s.a. ••• pl••• for 111aiflcut lacre•••• ln econo■ic 

activity, iacludiq taports. leceat •••nt1. aovever, vill affect 

tbtir plans. Tae auclear dt1a1ter at Qerno,yl certa1n11 11 a 

: facior. lut ln dollar ter■1 the ■aJor Soviet problt■ 11 their 

clecllataa bard curreacy re,eaue fr• •••ray export• ;· 011 and 1•• 

exports account for ••out cvo•thtr•• of lovlet exports to tu 
lest. Ivery dollar decltae la the price of a barrel of oil 

• 
reduces So,tet ilard curreacy exports,, about $500 ■111ton. and 

-
tbe reduction of world oll prlc•• uy cost the So,let Union a bard 

curr11c7 1011 of IS blllloa or 10. 
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World deaand for Soviet raw ■at1rial1 •· t1 ■ber. ■etals, and 

other industrial ■aterial1 •- will arov slowly; and future Soviet 

earnin1s are likely to be a function of price chana•• in •tey 

co■■odities. Whtl• the Soviet Union can certainly cope with the 

decline in aard currency availability in tfte short ter■ by 1ellin1 

101d and ■aklq 1reater use of credits, the lon1er•ter■ outlook is 

uncertain. Tb• Soviet Union 11 not a larai eaporter of 

■anufactured 1ood1, a fact watch will have to be chanaed if the 

Soviet• are to increase their ability to trade with the West over 

the lon1•r-run. Thl1 chan1e, however, will not co■e easily. 

So Nr. Cllair■an, we ■u1t be rea111tic re1ardin1 tbe role of trade 

iD U.S. • Soviet relations. Trade ■u1t continue to be viewed in 

tae context of political and national security concerns, And . 
trade ■u1t be Ylewed 1D tbe context of the Soviet econo■ic 

11 tuat1on. Nevertllele1·1, tJlere are pro1pect1 for trade 1rovtb •· 

and tbe Ad■ini1tration believes we tbould 1eek to expand trade 

wAere po11ible. 

While it 11 unlikely tut cae United States and the Soviet Union 

would ever beco■e ■aJor tradina partners, tbe arowth opportunities 

that eKilt are of wortbwbil• econo■ic benefit to both countries . 

Th• e■ploy■ent posalblllti•• ln th1a trade are not 

inconsequential. and the contr1but1on of tbi1 trade to th• overall 

relat1onab1p ■u1t aot be overlooked either•· particularly if such 

trade were to contribute to an 1■prove■ent ln bu■an ri1ht1 and 

e■t1rat1on. 

TAank you, Nr. caairaan. 



NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

4817 

June 24, 1986 

ACTION 

MEMORANDUM FOR RODNEY B. McDAN!1~ 

FROM: JACK F. MATLOC,• 

SUBJECT: Draft Testimony on US-Soviet Trade Policy 

I have reviewed and concur with the attached draft statement of 
Franklin J. Vargo, Department of Commerce, on US-Soviet Trade 
Policy. 

Sestan~tich, slh\e, DaJiansky and M~el concur. 

RECOMMENDATION 

That you sign the memorandum at Tab I for Ronald Peterson 
indicating NSC concurrence. 

Approve /JlPt= Disapprove 

Attachments 

Tab I Memo for Peterson 
Tab A Draft Testimony 



ACTION 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

MEMORANDUM FOR JOHN M. POINDEXTER 

FROM: 

SUBJECT: 

PETER R. so~ 

Reply to Joe Godson 

June 25, 1986 

You have received a rather nasty letter from CSIS's European 
Coordinator, Joe Godson. He is "sadly disappointed that at the 
last moment you had to cancel" your meeting with CSIS' European 
Working Group. He also notes that you couldn't attend a dinner 
in his honor. In forwarding an extract from a critical London 
Observer article, he indirectly takes a shot at Ambassador Price 
and Embassy London. On the · plus side, Joe did write a thoughtful 
op-ed piece on anti-Americanism in Europe. 

Because of the tone of Godson's letter, Jack and I believe you 
should give him a straightforward reply. 

RECOMMENDATION 

That you sign the Tab I reply to Godson. 

Approve Disapprove 

I 

Jack MatloJ~curs . ./ 

cc: Paula Dobriansky 

Attachments 
Tab I Reply to Godsop 
Tab II Godson's incoming 



THE WHITE HOUSE 

WASH I NGTON 

Dear Joe: 

Thank you for your recent letter. 

I, too, am disappointed. In all due respect, I had hoped you 
would have greater understanding for the demands on my schedule. 
I would have liked very much to have spoken to the Working Group. 
But unfortunately, my time is not always my own. I am often 
called away, as I was the day your group was here. 

Because of the importance we attach to US-European relations and 
your Working Group, I made a special effort to send one of my 
most senior assistants, Jack Matlock, to address the group. I am 
confident he did an outstanding job. 

I am also surprised by the comments in the London Observer 
article; but then coming from the Observer, I guess I shouldn't 
be surprised. For the record, Charlie Price is one of our most 
active and effective Ambassadors. And there are many in 
government who are highly knowledgeable about the UK. Indeed, 
one of my staff lived four years in London. 

Again, thank you for writing. I found your op-ed piece to be 
thoughtful and perceptive. Keep up the good work. 

Mr. Joseph Godson 
European Coordinator 
Center for Strategic and 
International Studies 
8 Campden Hill Court 
Campden Hill Road 
London WS 7HX, England 

Sincerely, 



• Center for Strategic & International Studies 
Georgetown University • Washington DC 

Joseph Godson 
European Coordinator 

DU '¼I· : .. ::;r:- •0 !L AN 
ADMiNiSTRA"•1V . t~1ARKi!rG 
E.O. 12?5&, S c.. 1.J(~) 

By NARA _..~ _.! ___ n. 
&.r.ile - ~ t,;:;.1:1 • .;;.:;-

~?ivate ~ Conf i dent ial 

Admiral John M. Poindexter, 
National Security Adviser, 
West Wing, 
White House, 
Washington, D.C., 
U.S.A. 

Dear John, 

June 16, 1986. 

I was sadly disappointed that at the last moment you 
had to cancel out your scheduled meeting with the 
European Working Group, which I brought to Washington 
for the fourth time in so many years. 

I have been working closely with these Europeans - all 
pro-American in one way or another - since 1979. These 
people have a message to convey and I would have thought 
some of our people would go out of their way to encourage 
them in what they are trying to do. But this was not 
the case - others as well also had to back out. 

In connection with the above, I enclose an op-ed piece 
which I did for the New York Times of June 11. This 
was based on my remarks at a dinner given in my honour 
by the National Strategy Information Center last month, 
which you couldn't attend. Also enclosed is a piece 
from the London Observer about our Embassy. 

--Best wishes, 

Yours sincerely, 

Jos Godson 
Encls: 

) I 

,c;, 

European Office: 8 Campden Hill Court, Campden Hill Road • London W8 7HX, England • Telephone 01 -937-0674 



1 Anti-Americanism 
Grows New Roots 

By Joseph God~on 

LONDON - Widespread European 
criticism of President Reagan's an
nouncement that the United States 
may no longer comply with the sec
ond strategic arms limitation accord 
has brought into focus the increas
ingly common European view that 
American society is violent, chaotic, . 
crime-ridden and, under President 
Reagan, hell-bent on the use of force. 

Many European critics of America 
call themselves liberals. But what un
derlies their attitude, known as neo
anti-Amerlcanism, is in fact a repudi
ation of liberal democratic capital
ism and most of its values. 

United States officialdom must 
handle this phenomenon with care 
and tact. How America deals with 
this challenge will be a test of its su
perpower status. How its friends and 
allies respond to it in their own coun
tries will be a test of their maturity. 

The assault on American values is 
especially troubling because it comes 
at a time when a new generation is 
about to assume the leadership of 
Western Europe- a changing of the 
guard that will have important impli
cations in the 1990's and beyond. The 
European peace movement, which is 
largely dominated by young people 
and motivated by deep suspicion of 
America, provides a kind of window 
on the coming changes. 

Postwar Europeans have matured 
under circumstances of affluence and 
political stability. They do not 
remember the postwar reconstruc
tion or the first, most difficult days of 
the cold war: they have at best only a 
vague memory of the building of the 
Berlin Wall. They came of age during 
a period of detente, and their views of 
Soviet society have been colored by 
Leonid I. Brezhnev and Mikhail S. 
Gorbachev rathei:_than Stalin. For 
them, America does not connote the 
Marshall Plan, the Berlin airlift or 
even John F . Kennedy, but rather the 
Vietnam War and the installation of 
Pershing and cruise missiles. The 
rifts opened by the debate over those 
deployments are deep and enduring. 

Earlier bouts of European anti
Americanism were rooted mainly in 
resentment of what was seen as 
American hegemony. The current 
strain, on the other hand, reflects fear 
rather than resentment- fear gener
ated by apocalyptic visions of nuclear 

Joseph Godson, a former Foreign 
Service officer, is the European coor
dinator of Georgetown University's 
Center for Strategic and Interna
tional Studies. 

disaster. Many Europeans are also 
frustrated by their inability to control 
their own destiny in the nuclear era -
an exasperation that is probably here 
to stay, regardless of any change in 
the occupancy of the White House. 

Most troubling of all, however, are 
those Europeans who equate Amer
ican power with that of th~ Soviet 
Union. It is a view best expressed by 
the pernicious formulation of Neil 
Kinnock, the leader of the British 
Labor Party, that "the two countries 
pose an equal threat to world peace." 
This may not exactly reflect pro
Sovietism, but far too many Euro
peans are now inclined to say that; if 
it is American, it must be suspect. 

Americans should, however, 
remember that Europeans have al
ways viewed Russia rather differ
ently_ than we do: the sheer propin
quity of the Soviet Union inevitably 
softens Europeans' attitudes. Yet few 
people in Europe have any liking for 
the Soviet system. The Chernobyl nu-

Europeans 
fear nuclear 
Armageddon 

clear disaster was informative in this 
respect. In Europe, as in America, 
Moscow's handling of the castastro
phe showed the inefficiency of the 
Soviet system and the implausibility 
of Mr. Gorbachev's claim to be mak
ing radical changes in that system. 

That is the good news. The bad news 
is that things may get worse after the , 
next round of national elections in Eu
rope. In the next year or so, Labor may 
come to power in Britain and the Social 
Democrats may win in West Germany. 
The Labor Party almost certainly, and 
perhaps the Social Democrats, too, 
would require the removal of cruise 
and Pershing missiles from their terri
tories - decisions that could have 
devastating effects for the alliance. 
Americans must not, however, an
nounce that they do not wish Labor or 
the Social Democrats to win - for this 
would almost certainly help both par-
ties at the polls. _ 

What, then, can Americans do? 
Alas, not very much. The roots of the 
new anti-Americanism run deep and 
have little to do with anything that we 
actually do in the world. What's 
needed on both sides is sensitivity. 
That is our only hope for preventing 
the trouble from getting worse ·and 
doing us all needless damage. D 

qt) 

~be ~t\tt fflork lime~ 
WEDNESDAY, JUNE 11, 1986 
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~o~ ~Ee~ET/EYES ONLY GENERAL SECRETARY 

TO: 

FROM: 

MIKHAIL S. GORBACHEV 

ANATOLY CHERNYAYEV 

June 26, 1986 

SUBJECT: U.S. Policy and Our Dilemma: The SDI Issue 

You will recall that I promised in my memorandum of June 9 to 
follow up the general assessment by our group with a more 
detailed discussion of the particular issues. We started with 
SDI, and frankly, I wish we hadn't. I apologize that it took 
more than the two days I initially thought. The truth is that, 
when we went from the general to the particular, most of our 
consensus vanished. The decibel level of our deliberations rose 
at times to alarmi ng magnitudes, and unfortunately Svyatoslav is 
going to be out of action for a while. The doctors in the 
Kremlin hospital managed to set his broken jaw, but what with the 
bruises on his face and his dislocated shoulder, we thought it 
better that he not show up for a while. The bright side is that 
when he can talk again he probably won't be making cracks like 
"The only thing wrong with the American strike on Libya is that 
they didn't get Qaddafi." Candor is candor, but there are 
limits. (And don't worry about the security aspects. As always, 
they are uppermost in our minds and we're spreading the story 
that his wife caught him with Ludmila. Anyone who knows his wife 
and knows Ludmila is bound to believe it!) 

What follows is a summary of the conflicting opinions that were 
voiced. Since we couldn't get agreement, all we can do is throw 
the problems in your lap -- and recommend a course of action that 
may give us further clues as to what the Americans are really 
after. 

American Objectives in SDI 

The attempt to stop the American SDI program has been such a 
prominent part of our propaganda that we need to take a hard look 
to see if your predecessors were right in saddling you with that 
stance. If we look back to the fall of 1983 when the decision 
was made to do this, the reason was that Reagan's speech that 
spring scared the pants off some of our marshals. They said, "We 
don't know what he's up to, but if he pulls it off, there go down 
th e d r a i n two d ecad es of s acri fic e to build the grea t e st ICBM 
force in the world. We won't even be a second rate power." 

Of course, this was at the same time the Americans were getting 
ready to put their Pershings in Europe -- weapons which could be 
landing in your office three or four minutes after our radar sees 
them coming. (Given the way communications work around here, 
that would probably be about a half hour before it occured to the 

DECLASSIFIED 
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guys who watch the radar screens to let you know what was coming 
-- they would assume their equipment was faulty.) And it was 
just a few months after the "Evil Empire" speech, when Reagan 
openly set the goal to wipe us out. It was not unreasonable to 
suppose that this was part of a master plan: put Pershing II's 
in Europe to wipe out our national command authority, deploy the 
MX and D-5 to take care of our silos, then put up an impregnable 
defense. Zippo: end of the "Evil Empire." 

We've had three years now to look at things more carefully, and 
though some of us are still convinced that this scenario is the 
correct one, it really has a lot of holes in it. None of us 
really know what Regan's intentions are, so we must look at the 
objective facts. Some of the relevant ones are as follows: 

-- None of our scientists think the Americans have a hope of 
deploying an impregnable defense in the foreseeable future. 
Even if they develop parts of a system to provide some defense, 
they couldn't test the full system under realistic conditions, 
which means that they couldn't rely on it for immunity if they 
were to launch a first strike. 

Our military agree than an impregnable defense is not 
possible, but worry that the Americans are up to something else. 
If they could protect their missiles better, they could get the 
edge on us with all the new s y stems they have coming. Also, the 
whole program could be a cover for developing exotic space-based 
offensive weapons. 

For example, some projects could produce very dangerous 
offensive technologies. The Americans have been working on an 
X-ray laser just as we have, and although our scientists are not 
making much progress, we cannot be sure the Americans won't solve 
the problem if they keep trying. Some of our people think the 
whole SDI program is an elaborate cover for this research. They 
point out that although Reagan talks about abolishing nuclear 
weapons, this project has to use a nuclear device. And if it 
ever works, they would orbit that device in space. So this makes 
clear that whatever Reagan tells you about the defensive 
character of SDI, he is not really sincere. (By the way, our 
people also think that the research on the X-ray laser is the 
real reason the Americans won't join us in a nuclear testing 
moratorium.) 

-- There are also puzzles in the way SDI has bee n handled in 
the U.S. If the Americans are really serious about the program 
as they have described it, why would they talk about it so much? 
They didn't tell the world they were developing the atomic bomb. 
They built it in complete secrecy, then dropped it on the 
Japanese. We do the same with serious weapons systems, as does 
every other responsible power. 
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Yuri, the fellow who just came back from our Embassy in 
Washington, tried to persuade us that the Americans talk a lot 
about their military programs because the President has to get 
funds out of Congress. Of course, he didn't convince the rest of 
us, because we know that the President can get what he wants when 
he really wants it. He runs it as a "black" program, like. he's 
doing with "Stealth." (I'd suggest we take a closer look at the 
people we send to Washington -- some of them come back with the 
most absurd ideas. Is Chebrikov sure that the CIA didn't set up 
a Swiss bank account for Yuri, to pay him for the disinformation 
he spreads here?) 

-- In fact, Congress is just a cover for conducting 
propaganda campaigns for other purposes. For example, who in his 
right mind would believe an American President has to mount a 
public campaign to get a measly hundred mil for the contras? 
That's not enough to buy a year's supply of toilet paper for the 
Pentagon. (It may surprise you that Americans spend real money 
on such non-essentials. They could save by giving everyone a 
subscription to Pravda and letting them use it the way we do, 
but, no -- they're too soft for that!) Anyway, if the point were 
to help the contras, the President would just give them a couple 
of billion and shut up about it. Instead, we get this public 
campaign, which is clearly designed just to make us look bad, and 
to put you on the spot with the old-timers here. The object in 
all the SDI propaganda may be the same, but we can't be sure. 

Part of the answer may be the U.S. military-industrial 
complex. A lot of scientists, technicians and business firms are 
feeding at the SDI trough. The more funds, the more jobs and the 
more profits. You understand all this very well, and I thought 
you were very clever to let Reagan know you are on to this game 
when you met him in Geneva. It caught him so much by surprise 
that he forgot to point out that the whole Soviet Union is a 
military-industrial complex! Still, I don't suppose he thinks we 
are an agricultural-industrial complex, so maybe you better not 
try this line again. Just as well to stop while you are ahead. 

As you can see, these considerations pull in a lot of different 
directions, and there are at least four ways they can be 
explained. 

American Motivations: Four Theories in Search of Reality 

Theory A: The American SDI program is just a propaganda effort, 
with no likely military impact. 

Evidence in favor: 

(1) The high-profile political campaign, which implies 
a lack of seriousness in building a working system. 
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(2) The fact that this propaganda enables Reagan to 
pose as a champion of eliminating nuclear weapons, 
while still building up his nuclear forces. 

(3) Many U.S. military officers are dubious about SDI 
and give it little support. 

(4) Reagan's offer to "share" the system -- which no 
one can take seriously -- is consistent with a purely 
propaganda approach. 

(5) Pressure on American Allies to participate in the 
research implies at least two things: (a) that the U.S. 
is not about to develop a workable system (if they 
were, they would not tell anyone), and (b) they are 
using it as a tool to control technology developments 
in Allied countries -- i.e., their objectives are 
political and economic, not military. 

Evidence against: 

(1) The U.S. research effort seems to be making some 
progress. Their ten-year lead in computers gives them 
a great advantage. 

(2) They usually accomplish what they set out to do, 
even if it seems impossible at the start (take the goal 
of putting a man on the moon!). It would be foolhardy 
to discount American technology. 

(3) Even a partially effective system used to protect 
American nuclear installations could give the Americans 
an edge if they get it first. 

Theory B: SDI is a cover for development of some other military 
system. 

Evidence in favor: 

(1) All the evidence in favor of Theory A would support 
this one as well. 

(2) Public attention to SDI distracts attention from 
other programs which could be more immediately 
threatening to us (Stealth, for example, and Lenin only 
knows what else.) 

(3) Much research carried out under the SDI rubric 
could be applied to offensive systems. 

~1 
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Evidence against: 

(1) The program seems to be structured to achieve its 
declared purpose. 

(2) If it were merely a cover for something else, the 
American negotiating position would not be so rigid, 
since they could distract attention from other programs 
for a long time just by negotiating on SDI. 

(3) President Reagan is totally dedicated to the 
program in its most extreme form (a "space shield"). 

Theory C: The whole purpose of the program is to force us to 
ruin our economy to gear up to match them. When we have 
committed billions to the effort, they will just drop the whole 

- thing like they did the supersonic passenger plane and leave us 
holding the bag. 

Evidence for: 

Consistent with propagandistic approach. 

Evidence against: 

Program looks serious, as noted. 

Theory D: The program is exactly what the Americans say it is, 
but while the President genuinely views it as defensive, others 
intend to use it as part of an offensive strategy, and if 
successful it would provide that capability. 

Comment: 

Impossible to prove either way, but this is potentially 
the most threatening of the scenarios. 

Policy Implications 

It is impossible to devise a policy which deals simultaneously 
with all these contingencies. If this is just an effort to take 
us in, we would be foolish to over-react -- but then we have 
probably already done this. If it is a serious military 
challenge, then we have to find ways to counter it militarily, 
but it is not immediately obvious what these ways could be. The 
things we have talked about -- just building more ICBMs and going 
flat out to develop our own system might be the worst option of 
all since it would strain our economy and probably make it 
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impossible to turn it around as you have recognized is necessary. 
If we do this, we may well be falling into a clever and well laid 
American trap. 

Your task is to find a way to handle the issue in order to 
achieve the following objectives: 

(a) Get the marshals off your back with their demands for 
increasing their funding by an additional ten percent. (We are 
going to have trouble over this five-year-plan scraping up their 
usual 4% annual increment without further ruining the economy.) 

(b) Preserve the political clout that our huge ICBM for ce gives 
us. (If people believe that SDI will work, they may stop taking 
us seriously as a superpower.) 

This is a tall order, and the way to do it does not come readily 
to mind. We ma y have to just play for time, and hope that 
Reagan's successors will kill the program. Settling for an 
e xtension of the ABM Treaty probably would not affect the 
American program, but would give us an argument to use with our 
tin hats, particularly if we could put tight restrictions on the 
U.S. program. Actually, as we negotiate, we might get some 
further insight into which of the various theories I have 
mentioned is the right one. 

Regarding the American negotiating obj e ctive, they clearly want 
us to agree to revising the ABM Treaty to legitimize SDI and give 
them a totally free hand. It would be most dangerous for us to 
go along with this; we would end up at a disadvantage no matter 
how you look at it. In this connection, I am sure that you will 
not be deluded by Reagan's offers to "share" the American system. 
For all I know, he may be sincere, but this is irrelevant. He 
won't be President when the question arises, and even if the U.S. 
were bound by a treaty to share it, you know very well that our 
clowns couldn't make it work. And besides, are we expec t ed to 
depend on the Americans for spare parts? 

So, finally, in my judgment, the least we can settle for and 
protect our minimal requirements is an extension of the ABM 
Treaty until Reagan is no longer in office. I doubt that we can 
get much more out of the Americans, and we shouldn't cut our 
ICBMs very much for that. But at least it would k i ck th i s SDI 
can down the road and give us time to assess whether it is a real 
threat or n o t, a nd ma ybe come u p with s ome i d eas as t o how t o 
deal with i t . 

If this doesn't work, we may h a ve no option exept to build a few 
hundred more ICBMs. We don't really need them, but that would 
certainly panic the U.S. Allies, and could eventually bring fa t al 
pressure to bear on SDI in the U.S. Congress. 
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SUBJECT: U.S. Policy and Our Dilemma: The SDI Issue 

You will recall that I pro~ised in my memorar.dum of June 9 to 
follow up the general assessment by our group with a more 
detailed discussion of the particular issues. We started with 
SDI, . and frankly, I wish we hadn't. I apologize that it took 
more than the two days ! initially thought. The truth is that, 
when we went from the gene~al to the particular, most of our 
consensus vanished. The decibel level of our deliberations rose 
at times to alarming magnitudes, and unfo~tunately Svyatoslav is 
goi~g to be out of action for a while. The doctors in the 
Kremlin hospital managed to set his broken jaw, but what with the 
bruises on his face and his dislocated shoulder, we thought it 
better thai he not show up for a while, The bright side is that 
when he can talk again he probably won't be making cracks like 
"The only thing wrong wi~h the American strike on Libya is that 
they didr.'t get Qaddafi." Candor is candor, but there are 
limits. (And don't worry about the security aspects. As always, 
they are uppermost in our minds and we're spreading the story 
that his wife caught him w:th tudmila. Anyone who knows his wife 
a~d knows L~dmila is bound to believe itl) 

What follows is a summary of the conflicting opinions that were 
voiced. Since we couldn't get agreement, all we can do is throw 
the problems in your lap -- and recommend a course of actio~ that 
r.-,ay give us further clues as to what the Americans are really 
after. 

American Objectives in SDI 

The attempt to stop the American SDI program has been such a 
prominent part of our propaganda that we need to take a hard lock 
to see if your predecessors were right in saddling you with that 
stance. If we look back to the fall of 1983 when the decision 
was made to do this, the reason was that Reagan's speech that 
spring scared the pants of: some of our marshals. They said, "We 
don't know what he's up to, but if he pulls it off, there go dowr. 
the drain two decades of sacrifice to build the greatest ICBM 
force in the world. We wor.'t even be a second rate power." 

Of course, this was at the same time the Americans were getting 
ready to put their Pershings in Europe -- weapons which could be 
landing in your office three or four minutes after our radar sees 
them coming. (Given the way communications work around here, 
that would probably be abo~t a half hour before it occured to the 
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guys who watch the radar screens to let you know what was ccming 
-- they would assume their equipment was faulty,) And it was 
just a few months after the HEvil Empire" speech, when Reaga~ 
openly set the goal to wipe us out, It was not unreasonable to 
suppose that this was part of a master plan: put Pershing II's 
in Europe to wipe out our national command authority, deploy the 
MX and D-5 to take care of our silos, then put up an impregnable 
defense, Zippo: end of the "Evil Empire." 

We've had three years now to look at things more carefully, and 
though some of us are still convinced that this scenario is the 
correct one, it really has a lot of holes in it. None .of us 
really know what Regan's intentions are, so we must look at the 
objective facts. Some of the relevant ones are as follows: 

-- None of our scientists think the Americans have a hope of 
deploying an impregnable defense in the foreseeable future. 
Even if they develop parts of a system to provide some defense, 
they couldn't test the full system under realistic conditions, 
which means that they couldn't rely on it for immunity if they 
were to launch a first strike. 

-- Our military agree than an impregnable defense is not 
possible, but worry that the Americans are up to something else. 
If they could protect their missiles better, they could get the 
edge on us with all the new systems they have coming. Also, the 
whole program could be a cover for developing exotic space-based 
offensive weapons. 

For example, some projects could produce very dangerous 
offensive technologies. The Americans have been working on an 
X-ray laser just as we have, and although our scientists are not 
making much progress, we cannot be sure the Americans won't solve 
the problem if they keep trying, Some of our people think the 
whole SDI program is an elaborate cover for this research. They 
point out that although Reagan talks about abolishing nuclear 
weapons, this project has to use a nuclear device. And if it 
ever works, they would orbit that device in space. So this makes 
clear that whatever Reagan tells you about the defensive 
character of SDI, he is not really sincere, ( By the way, our 
people also think that the research on the X-ray laser is the 
real reason the Americans won't join us in a nuclear testing 
rnora tori u.rn.) 

-- There are also puzzles in the way SDI has been handled in 
the U.S. If the Americans are really serious about the program 
as they have described it, why would they talk about it so much? 
They didn't tell the world they were developing the atomic bomb, 
They built it in complete secrecy, then dropped it on the 
Japanese. We do the same with serious weapons systems, as does 
every other responsible power. 
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Yuri, the fellow who just came back :rom our Embassy in 
Washington, tried to persuade us that the Americans talk a lot 
about their military programs because the President has to get 
funds out of Congress. Of course, he didn't convince the rest of· 
us, because we k~ow that the President can get what he wants when 
he really wants it. F.e runs it as a "black" program, like he's 
doing with "Stealth," (I'd suggest we take a closer look at the 
people we send to Washington -- some of them come back with the 
most absurd ideas. Is Chebrikov sure that the CIA didn't set up 
a Swiss bank account :or Yuri, to pay him for the disinformation 
he spreads here?) 

-- In fact, Congress is just a cover for conducting 
propaganda campaigns for other purposes. Tor example, who in his 
right ~ind would believe an American President has to ~ount a 
public campaign to get a measly hundred mil for the contras? 
That's not enough to buy a year's supply of toilet paper for the 
Pentagon. (It may surprise you that Americans spend real money 
on such non-essentials. They could save by giving everyone a 
subscription to Pravda and letting them use it the way we do, 
but, no -- they're too soft for that!) Anyway, if the point were 
to help the contras, the President would just give them a couple 
of billion and shut up about it. Instead, we get this public 
campaign, which is clearly designed just to make us look bad, and 
to put you on the spot with the old-timers here. The object in 
all the SDI propaganda may be the same, but we can't be sure. 

-- Part of the answer may be the U.S. military-industrial 
complex. A lot of scientists, technicians and business firms are 
feeding at the SDI trough, The more funds, the more jobs and the 
more profits. You understand all this very well, and I thought 
you were very clever to let Reagan know you are on .to this game 
when you met him in Geneva. It caught him so much by surprise 
that he forgot to point out that the whole Soviet Union is a 
~ilitary-industrial complex! Still, I don't suppose he thinks we 
are an agricultural-industrial complex, so maybe you better not 
try this line again. Just as well to stop while you are ahead, 

As you can see, these considerations pull in a lot of different 
directions, and there are at least four ways they can be 
explained. 

American Motivations: Four Theories in Search of Reality 

Theory A: The American SDI program is just a propaganda effort, 
with no likely military impact. 

Evidence in favor: 

(l) The high-profile political campaign, which implies 
a lack of seriousness in building a working system. 

• 
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(2) The fact that this propaganda enables Reagan to 
pose as a charnpio~ of eliminating nuclear weapons, 
while still building up his nuclear forces. 

(3) Many G.S. military officers are dubious about SDI 
and give it little support. 

(4) Reagan's offer to "share" the system -- which no 
one can take seriously -- is consistent with a purely 
propaganda approach, 

(SJ Pressure on American Allies to participate in the 
research implies at least two things: (a) that the U.S. 
is not about to develop a worka~le system (if they 
were, they would not tell anyonei, and (bl they are 
using it as a tool to control technology developments 
in Allied countries -- i.e., their objectives are 
political and economic, not military. 

Evidence against: 

(l) The U.S. research effort seems to be making some 
progress, Their ten-year lead in computers gives them 
a great advantage. 

(2) They usually accomplish what they set out to do, 
even if it seems impossible at the start (take the goal 
of putting a man en the moon!). It would be foolhardy 
to discount American technology. 

(3) Even a par t i~lly effective system used to protect 
American nuclear installations could give the Americans 
an edge if they get it first. 

Theory B: SDI is a cover :or development of some other military 
system. 

Evidence in favor: 

(l) All the evidence in favor of Theory A would support 
this one as well. 

(2) Public attention to SDI distracts attention from 
other programs which could be more immediately 
threatening to us (Stealth, for example, and Lenin only 
knows what else.) 

(3) Much research carried out under the SOI rubric 
could be applied to offensive systems. 
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Evidence against: 

(1) The program seems to be structured to achieve its 
declared purpose, 

(2) If it were merely a cover for something else, the 
American negotiating position would not be so rigid, 
since they could distract attention from other programs 
for a long time just by negotiating on SDI, 

(3) President Reagan is totally dedicated to the 
program in its most extreme form (a "space shield"). 

Theory C: The whole purpose o: the program is to force us to 
ruin our economy to gear up to match them, When we have 
committed billions to the effort, they will just drop the whole 
thing like they did the supersonic passenger plane and leave us 
holding the bag, 

Evidence for: 

Consistent with propagandistic approach. 

Evidence against: 

Program looks serious, as noted. 

Theor* 0: The program is exactly what the Americans say it is, 
Sut wile the President genuinely views it as defensive, others 
intend to use it as part of an offensive strategy, and if 
successful it would provide that capability, 

Coml't\ent: 

Impossible to prove either way, but this is potentially 
the most threatening of the scenarios, 

Policy Implications 

It is impossible to devise a policy which deals simultaneously 
with all these contingencies. If this is just an effort to take 
us in, we would be foolish to over-react -- but then we have 
probably already done this, If it is a serious military 
challenge, then we have to find ways to counter it militarily, 
but it is not immediately obvious what these ways could be. The 
things we have talked about -- just building more ICBMs and going 
flat out to develop our own system might be the worst option of 
all since it would strain our economy and probably make it 
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impossible to turn it around as you have recognized is necessary. 
If we do this, we may wel~ be falling into a ciever and well laid 
American trap. 

Your task is to find a way tc handle the issue in order to 
achieve the following objectives: 

(a) Get the marshals off your back with their de~ands for 
increasing their funding by a~ additional ten percent. {We are 
going to have trouble over this five-yea~-plan scraping up their 
usual 4% annual increment without further ruining the economy,) 

(b) Preserve the political clout that our huge ICBM fo~ce gives 
us. (If people believe that SDI will work, they rnay stop takir.g 
us seriously as a supe~power.) · 

This is a tall order, and the way to do it does not come readily 
to mind, We may have to just play for time, and hope that 
Reagan's successors will kill the program. Settling for. an 
extension of the ABM Treaty probably would not affect the 
.?\.rn~rican program, but would give us an argument to use with our 
tin hats, particularly if we could put tight restrictions on the 
U.S. program, Actually, as we negotiate, we might get some 
further insight into which of the various theories I have 
mentioned is the right one. 

Regarding the American negotiating objective, they clearly war.t 
us to agree to revising the ABM Treaty to legitimize SDI and give 
them a totally free hand. It would be most dangerous for us to 
go along with this; we would end up at a disadvantage no matter 
how you look at it. In this connection, I am sure that you will 
not be deluded by Reagan's offers to "share" the American system. 
For all I know, he may be sincere, but this is irrelevant. He 
won't be President when the question arises, and even if the u.s. 
were bound by a treaty to share it, you know very well that our 
clowni couldn't make it work. And besides, are we expected to 
depend on the Americans for spare parts? 

So, fi~ally, in my judgment, the least we can settle for and 
protect our minimal requirements is an extension of the ABM 
Treaty until Reagan is no longer in office. I doubt that we can 
get much more out of the Americans, and we shouldn't cut our 
ICBMs very much for that, But at least it would kick this SDI 
can down the road and give us time to assess whether it is a real 
threat or not, and maybe come up with some ideas as to how to 
deal with it. 

If this doesn't work, we may have no option e}Ept to build a few 
hundred more ICBMs. We don't really need them, but that would 
certainly panic the U.S. Allies, and could eventually bring fatal 
pressure to bear on SDI in the u.s. Congress. 
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r~ 

I appreciate the opportunity to read Ambassador Stearns' report 
on "hard language" capabilities in the Foreign Service. As one 
who has often pondered this subject, and tackled some of the 
training problems as Deputy Director of FSI in 1979 and 1980, I 
find the report the most insightful one I have read on the 
subject. I concur completely with Ambassador Stearns' 
recommendations. 

In particular, I would endorse Ambassador Stearns' observation 
that doing something to improve high-level language capability in 
the Foreign Service will require significant changes in personnel 
policy. The fact is that, while training can always be improved, 
high level competence in a foreign language will be achieved by 
an adequate number of FSO's only if the personnel system, and 
more broadly our Foreign Service "culture," values linguistic 
skills and takes them importantly into account in assignments and 
promotions. I would also add that I believe the problem is not 
limited to "hard language" competence. We also have a shortage 
of officers who are thoroughly fluent in the "world" languages. 

One concrete example: Recently we asked State Public Affairs to 
produce a list of those officers, in Washington or in the field, 
who could be made available for public presentations in the prin
cipal languages of Western Europe on East-West relations and U.S. 
arms control policies . Obviously, it is much more effective, 
particularly on television, to be able to deal with the issues in 
the language of the country. Equally obviously, an S-3 
competence -- or even in many cases an S-4 competence -- is not 
adequate. It would appear from the results of the survey that 
very few officers are available who combine the substantive 
knowledge and linguistic skill required. (In this respect, we 
may be better off in Russian than in German, French and Italian!) 
And yet we face a situation where the Soviets can -- and 
increasingly do -- field spokesmen in the principal Western 
languages, and this is beginning to have its affect on public 
opinion in the NATO alliance. 

The fundamental problem is that the Foreign Service has never 
really come to terms with the need for higher foreign language 
competencies, nor has it defined realistically its needs for area 
specialists. It has no system for measuring higher-level 
language competence properly and identifying future needs, much 
less a plan for developing a corps of professionals with such 
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competence. FSI testing is reasonably accurate up to the S-3, 
R-3 level but impressionistic and poorly defined above that 
level. 

This situation has occurred because making the "S-3, R-3" level 
is all that counted in the personnel system; there was no 
bureaucratic reason to fine-tune higher ratings. Furthermore, 
the S-3, R-3 level was established with more regard to what could 
be achieved with capable "students" in the training period 
available than what is necessary to do a proper job in the field. 
Thus, we have managed to achieve reasonable formal compliance 
with the legal requirements for filling language-designated 
positions, yet have failed to develop an adequate pool of 
officers who can really use foreign languages on a full y 
professional level. 

In particular, I would stress -- as Ambassador Stearns did -
that the problem cannot be fixed simply by tinkering with 
training procedures, or by extending the length of training. The 
higher levels of competence are normally acquired by using the 
language on the job, in an intensive way, and repeatedly through 
a career. That is also the only way to combine l inguistic skill 
with area and functional competence, without which linguistic 
skill is of limited utility. 

This means that assignment and promotion policy, and also the 
atmosphere at each post where foreign languages are spoken, are 
crucial. Does the "system" and the leadership at our posts 
consider higher levels of language compe t ence essential, or 
merely something nice to have but not really of central 
importance? Unfortunately, all too often -- regardless of stated 
policies -- we act as if the latter is the case. 

The problem of developing adequate higher-level foreign language 
competence is exacerbated by the trend over recent years toward 
entering classes of FSO candidates of more advanced years than 
was the case a couple of decades past. If memory serves, average 
ages at entry in the 1950's and early 1960's were in the range of 
25-26. Now the average age is often in the 30-31 range, and many 
career candidates start out without an S-3, R-3 competence in any 
language. This pattern has developed as a result of removing the 
maximum age limit, along with an evaluation process which puts a 
premium on maturity and experience. Maturity and experience are 
of course valuable to the S e rvice, but what the assessment 
process does not measure is how the bright 22-year-old would 
compare with her or his 32-year-ola competitor after 8 to 10 
years experience in the Foreign Service. It also leaves the 
Service with less time to train and develop foreign language 
competence, and at an age when the learning process itself 
proceeds more slowly. 
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The dilemma which this situation creates stimulated my suggestion 
to Ambassador Stearns regarding the possible use of a suitably 
modified ROTC program to produce a portion of the new entrants 
into the Foreign Service . Such a pro gram could provide both for 
entry earlier in life than is normal now, and for guided 
training, both functional and linguistic, before entry. I would 
be pleased to spell out this idea in greater detail if there is 
interest . 

However, to return to an earlier point, whatever we do regarding 
recruitment and training, we will not solve the problem unless 
there is a change in assignment and promotion policv and 
practice. Let me cite some examples from my own professional 
expe rience which illustrate one of the roots of the problem, and 
the sort of thing it leads to. 

When I was Chief of Mission in Prague and my DCM's tour was 
ending, I requested a list of candidates for the position . The 
names provided me were of competent officers of the appropriate 
rank, none of whom, however, had served at the post before. 
Since I knew that other officers were available with past 
experience at post, demonstrated management skills, and knowledge 
of Czech, I insisted that further names be submitted, even though 
the officers had not yet passed the senior threshold . Following 
a close study of the various candidates' qualifications, I 
selected one of the more junior officers, since his ar e a and 
language competence gave him a decided edge , his othe r qualifica
tions being demonstrably on a par with the other candidates, if 
one left the precise timing of promotions out of accoun t . 
Nevertheless, it took a ruling by the Director General, over the 
objections of her subordinates, to make the assignment. (He was 
in fact -- as I had anticipated -- promoted a few months after 
his transfer, and he performed in outstanding fashion . ) 

This incident illustrates two important points : (1) the promotion 
panels had apparently given scant , if any, attention to area and 
language expertise in selecting officers to cross the senior 
threshold; and (2) assignment officers are primarily interested 
in placement at appropriate grade levels and give secondary 
consideration, if that , to language and area competence needed 
for the post in question . 

I do not intend to suggest that things always work this way, but 
I have found that when there is a conflict betwen the need for 
language and area expertise and other considerations, the other 
considerations usually prevail. When this happens, the implici t 
but clear message to the Service is that there is no particular 
career advantage in learning a language beyond the S- 3 level, or 
in developing an area specialty , since this does not seem to help 
cross the senior threshold . After all, many manage, despite 
regu l ations to the contrary , without even an S-3, R-3 in a world 
language. 
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Other experiences bear on what this does to the Service. In my 
current position I have had the opportunity, in an informal way, 
to be aware of the considerations which at times have led to the 
selection of non-professionals rather than professionals for 
chief of mission positions . Sometimes , of course, a particular 
post has already been allocated to a non-professional , in which 
case there is no way the Service candidate can compete. But this 
is by no means always the case , and then the question often 
centers on whether the Foreign Service candidate is demonstrably 
better prepared for the post than the non-professional candidate. 
Unfortunately, I have noted a number of instances when it was the 
non-professional candidate who could speak the language of the 
post and had some prior experience in the country, while the 
Foreign Se rvice candidate had neither the language compe tence nor 
sometimes even prior exposure to the country in question. When 
this occurs, it will be rare that the professional candidate is 
selected. 

While we al l know that many qualities other than linguistic skill 
are important in se l ecting a Chief of Mission, none are more 
immediately obv ious to the non-specialist. It will always be 
difficult to explain to skeptics why a professional without the 
language of the country and no experience in it is a better 
choice than a non-professional who has these qualifications 
and often has ma naged organizations far greater in size than an y 
Foreign Service post. 

To me, at least, the lesson seems clear: either the Service finds 
ways to nurture higher levels of linguistic and area expertise -
and to make this a major factor in its senior assignments -- or 
else it will continue to see many key positions going to outsid
ers. But much more is involved than simply the proportion of 
Presidential appointments accorded FSOs. The deeper question is 
whether the Service will continue its slow conversion into a 
service organization which merely administers and manages policy 
set by others, communicates reports written by others, and makes 
hotel reservations for those who come out from Washington to 
consult with host governments, deal with the media and negotiate, 
or whether it can reverse recent trends and equip itself to 
render a full range of professional support to the formation, 
articulation and implementation of foreign policy . 
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SUBJECT: U.S. Policy and Our Dilemma: The SDI Issue 

You will recall that I promised in my memorandum of June 9 to 
follow up the general assessment by our group with a more 
detailed discussion of the particular issues. We started with 
SDI, and frankly, I wish we hadn't. I apologize that it took 
more than the two days I initially thought. The truth is that, 
when we went from the general to the particular, most of our 
consensus vanished. The decibel level of our deliberations rose 
at times to alarming magnitudes, and unfortunately Svyatoslav is 
going to be out of action for a while. The doctors in the 
Kremlin hospital managed to set his broken jaw, but what with the 
bruises on his face and his dislocated shoulder, we thought it 
better that he not show up for a while. The bright side is that 
when he can talk again he probably won't be making cracks like 
"The only thing wrong with the American strike on Libya is that 
they didn't get Qaddafi." Candor is candor, but there are 
limits. (And don't worry about the security aspects. As always, 
they are uppermost in our minds and we're spreading the story 
that his wife caught him with Ludrnila. Anyone who knows his wife 
and knows Ludrnila is bound to believe it!) 

What follows is a summary of the conflicting opinions that were 
voiced. Since we couldn't get agreement, all we can do is throw 
the problems in your lap -- and recommend a course of action that 
may give us further clues as to what the Americans are really 
after. 

American Objectives in SDI 

The attempt to stop the American SDI program has been such a 
prominent part of our propaganda that we need to take a hard look 
to see if your predecessors were right in saddling you with that 
stance. If we look back to the fall of 1983 when the decision 
was made to do this, the reason was that Reagan's speech that 
spring scared the pants off some of our marshals. They said, "We 
don't know what he's up to, but if he pulls it off, there go down 
the drain two decades of sacrifice to build the greatest ICBM 
force in the world. We won't even be a second rate power." 

Of course, this was at the same time the Americans were getting 
ready to put their Pershings in Europe -- weapons which could be 
landing in your office three or four minutes after our radar sees 
them corning. (Given the way communications work around here, 
that would probably be about a half hour before it occured to the 
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guys who watch the radar screens to let you know what was coming 
-- they would assume their equipment was faulty.) And it was 
just a few months after the "Evil Empire" speech, when Reagan 
openly set the goal to wipe us out. It was not unreasonable to 
suppose that this was part of a master plan: put Pershing II's 
in Europe to wipe out our national command authority, deploy the 
MX and D-5 to take care of our silos, then put up an impregnable 
defense. Zippo: end of the "Evil Empire." 

We've had three years now to look at things more carefully, and 
though some of us are still convinced that this scenario is the 
correct one, it really has a lot of holes in it. None of us 
really know what Re$ an's intentions are, so we must look at the 
objective facts. Some of the relevant ones are as follows: 

-- None of our scientists think the Americans have a hope of 
deploying an impregnable defense in the foreseeable future. 
Even if they develop parts of a system to provide some defense, 
they couldn't test the full system under realistic conditions, 
which means that they couldn't rely on it for immunity if they 
were to launch a first strike. 

Our military agree than an impregnable defense is not 
possible, but worry that the Americans are up to something else. 
If they could protect their missiles better, they could get the 
edge on us with all the new systems they have coming. Also, the 
whole program could be a cover for developing exotic space-based 
offensive weapons. 

For example, some projects could produce very dangerous 
offensive technologies. The Americans have been working on an 
X-ray laser just as we have, and although our scientists are not 
making much progress, we cannot be sure the Americans won't solve 
the problem if they keep trying. Some of our people think the 
whole SDI program is an elaborate cover for this research. They 
point out that although Reagan talks about abolishing nuclear 
weapons, this project has to use a nuclear device. And if it 
ever works, they would orbit that device in space. So this makes 
clear that whatever Reagan tells you about the defensive 
character of SDI, he is not really sincere. (By the way, our 
people also think that the research on the X-ray laser is the 
real reason the Americans won't join us in a nuclear testing 
moratorium.) 

- - The r e are a l s o pu zz l es in the wa y SDI h as b een h a ndle d in 
the U.S. If the Americans are really serious about the program 
as they have described it, why would they talk about it so much? 
They didn't tell the world they were developing the atomic bomb. 
They built it in complete secrecy, then dropped it on the 
Japanese. We do the same with serious weapons systems, as does 
every other responsible power. 
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Yuri, the fellow who just came back from our Embassy in 
Washington, tried to persuade us that the Americans talk a lot 
about their military programs because the President has to get 
funds out of Congress. Of course, he didn't convince the rest of 
us, because we know that the President can get what he wants when 
he really wants it. He runs it as a "black" program, like he's 
doing with "Stealth." (I'd suggest we take a closer look at the 
people we send to Washington -- some of them come back with the 
most absurd ideas. Is Chebrikov sure that the CIA didn't set up 
a Swiss bank account for Yuri, to pay him for the disinformation 
he spreads here?) 

-- In fact, Congress is just a cover for conducting 
propaganda campaigns for other purposes. For example, who in his 
right mind would believe an American President has to mount a 
public campaign to get a measly hundred mil for the contras? 
That's not enough to buy a year's supply of toilet paper for the 
Pentagon. (It may surprise you that Americans spend real money 
on such non-essentials. They could save by giving everyone a 
subscription to Pravda and letting them use it the way we do, 
but, no -- they're too soft for that!) Anyway, if the point were 
to help the contras, the President would just give them a couple 
of billion a nd shut up about it. Instead, we get this public 
campaign, wh ich is clearly designed just to make us look bad, and 
to put you on the spot with the old-timers here. The object in 
all the SDI propaganda may be the same, but we can't be sure. 

Part of the answer may be the U.S. military-industrial 
complex. A lot of sc i entists, technicians and business firms are 
feed i ng at the SDI trough. The more funds, the more jobs and the 
more profits. You understand all this very well, and I thought 
you were very clever to let Reagan know you are on to this game 
when you met him in Geneva. It caught him so much by surprise 
that he forgot to point out that the whole Soviet Union is a 
military-industrial complex! Still, I don't suppose he thinks we 
are an agricultural-industrial complex, so maybe you better not 
try this line again. Just as well to stop while you are ahead. 

As you can see, these considerations pull in a lot of different 
directions, and there are at least four ways they can be 
explained. 

American Motivations: Four Theories in Search of Reality 

Theory A: The American SDI program is just a propaganda effort, 
with no likely military impact. 

Evidence in favor: 

(1) The high-profile political campaign, which implies 
a lack of seriousness in building a working system. 
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(2) The fact that this propaganda enables Reagan to 
pose as a champion of eliminating nuclear weapons, 
while still building up his nuclear forces. 

(3) Many U.S. military officers are dubious about SDI 
and give it little support. 

(4) Reagan's offer to "share" the system -- which no 
one can take seriously -- is consistent with a purely 
propaganda approach. 

(5) Pressure on American Allies to participate in the 
research implies at least two things: (a) that the U.S. 
is not about to develop a workable system (if they 
were, they would not tell anyone), and (b) they are 
using it as a tool to control technology developments 
in Allied countries -- i.e., their objectives are 
political and economic, not military. 

Evidence against: 

(1) The U.S. research effort seems to be making some 
progress. Their ten-year lead in computers gives them 
a great advantage. 

(2) They usually accomplish what they set out to do, 
even if it seems impossible at the start (take the goal 
of putting a man on the moon!). It would be foolhardy 
to discount American technology. 

(3) Even a partially effective system used to protect 
American nuclear installations could give the Americans 
an edge if they get it first. 

Theory B: SDI is a cover for development of some other military 
system. 

Evidence in favor: 

(1) All the evidence in favor of Theory A would support 
this one as well. 

(2) Public attention to SDI distracts attention from 
other programs which could be more immediately 
threatening to us (Stealth, for example, and Lenin only 
knows what else.) 

(3) Much research carried out under the SDI rubric 
could be applied to offensive systems. 
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Evidence against: 

(1) The program seems to be structured to achieve its 
declared purpose. 

(2) If it were merely a cover for something else, the 
American negotiating position would not be so rigid, 
since they could distract attention from other programs 
for a long time just by negotiating on SDI. 

(3) President Reagan is totally dedicated to the 
program in its most extreme form (a "space shield"). 

Theory C: The whole purpose of the program is to force us to 
ruin our economy to gear up to match them. When we have 
committed billions to the effort, they will just drop the whole 

· thing like they did the supersonic passenger plane and leave us 
holding the bag. 

Evidence for: 

Consistent with propagandistic approach. 

Evidence against: 

Program looks serious, as noted. 

Theory D: The program is exactly what the Americans say it is, 
but while the President genuinely views it as defensive, others 
intend to use it as part of an offensive strategy, and if 
successful it would provide that capability. 

Comment: 

Impossible to prove either way, but this is potentially 
the most threatening of the scenarios. 

Policy Implications 

It is impossible to devise a policy which deals simultaneously 
with all these contingencies. If this is just an effort to take 
us in, we would be foolish to over-react -- but then we have 
probably already done this. If it is a serious military 
challenge, then we have to find ways to counter it militarily, 
but it is not immediately obvious what these ways could be. The 
things we have talked about -- just building more ICBMs and going 
flat out to develop our own system might be the worst option of 
all since it would strain our economy and probably make it 
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impossible to turn it around as you have r~cognized is necessary. 
If we do this, we may well be falling into a clever and well laid 
American trap. 

Your task is to find a way to handle the issue in order to 
achieve the following objectives: 

(a) Get the marshals off your back with their demands for 
increasing their funding by an additional ten percent. (We are 
going to have trouble over this five-year-plan scraping up their 
usual 4% annual increment without further ruining the economy.) 

(b) Preserve the political clout that our huge ICBM force gives 
us. (If people believe that SDI will work, they may stop taking 
us seriously as a superpower.) 

This is a tall order, and the way to do it does not come readily 
to mind. We may have to just play for time, and hope that 
Reagan's successors will kill the program. Settling for an 
extension of the ABM Treaty probably would not affect the 
American program, but would give us an argument to use with our 
tin hats, particularly if we could put tight restrictions on the 
U.S. program. Actually, as we negotiate, we might get some 
further insight into which of the various theories I have 
mentioned is the right one. 

Regarding the American negotiating objective, they clearly want 
us to agree to revising the ABM Treaty to legitimize SDI and give 
them a totally free hand. It would be most dangerous for us to 
go along with this; we would end up at a disadvantage no matter 
how you look at it. In this connection, I am sure that you will 
not be deluded by Reagan's offers to "share" the American system. 
For all I know, he may be sincere, but this is irrelevant. He 
won't be President when the question arises, and even if the U.S. 
were bound by a treaty to share it, you know very well that our 
clowns couldn't make it work. And besides, are we expected to 
depend on the Americans for spare parts? 

So, finally, in my judgment, the least we can settle for and 
protect our minimal requirements is an extension of the ABM 
Treaty until Reagan is no longer in office. I doubt that we can 
get much more out of the Americans, and we shouldn't cut our 
ICBMs very much for that. But at least it would kick t h is SDI 
can down the road and give us time to assess whether it is a real 
threat or not, and maybe come up with some ideas as to how to 
deal with it. 

If this doesn't work, we may have no option exept to build a few 
h~ndred more ICBMs. We don't really need them, but that would 
certainly panic the U.S. Allies, and could eventually bring fatal 
pressure to bear on SDI in the U.S. Congress. 
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MEMORANDUM FOR JOHN M. ~?f.~~XTER 

FROM: JACK MA~/TYRIIS ~ 

June 27, 1986 

SUBJECT: Cable to Shultz on Waldheim Inauguration 

Attached at Tab I is a cable from you to Shultz prepared per your 
prof note. You bad indicated that the absence of the Soviet 
Ambassador at the Waldheim inauguration, July 8, makes it all the 
more valuable to have ours there. 

We believe Shultz will reaiat altering bis post facto endorsement 
of Ron's decision to absent himself froa the inaugural. Be 
apparently concurs with Lauder's moral objection to- attending, 
and further feels that a reversal of this decision -- which has 
received extensive publicity in Austria -- would be unwise at 
this time. 

,e continue to believe that American interests are best served by 
the Ambassador's attendance, not just to protect our relations 
with Austria, but also to avoid getting on a slippery slope of 
having to defend decisions to attend inaugurations in other 
countries when the integrity of the individual has been 
questioned. However, given the extensive publicity already given 
the matter, it may be iapoasible to turn things around. 
Nevertheless, we think it is important to lay down a strong 
marker with Shultz and Lauder regarding our concern over both the 
substance and procedure of their decision. Your cable to Shultz 
expresses your concern over the decision and the manner in which 
it waa taken, and points out that. our objectives are JK>t 
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Dear George: 

I am concerned that a decision seems to have been taken and made 

public that Ron Lauder will absent himself from the Waldheim 

inaugural. Since this matter involves an elected Chief of State 

and is politically delicate, I would have thought it appropriate 

to solicit the President's view of the matter before issuing or 

approving instructions to Ron. 

As I see it, the decision should not be taken on the basis of a 

moral eva~uation of Waldheim as an individual, but rather in 

accord with minimal diplomatic practice when the Chief of State 

of a country we recognize is inaugurated. As a minimum, U.S. 

ambassadors normally attend such events, whether or not the 

individual is democratically elected -- and without any 

implication that attendance implies endorsement of the 

individual's personal integrity. (Heaven help us if we have to 

start making such distinctions in the future!) 

The fact of the matter is that, whatever we think of Waldheim, 

Austria is a democratic country -- and one which has been 

friendly to us. To refuse normal diplomatic representation when 
. 

inaugurating a new Chief of State is symbolically an insult to 

the entire nation and will be taken as such. t ques~ion1'hether 

this is wise, given the fact that we never baik at attending such 

-ceremonial --funcrtions in 'Communist countries ·or 'in ":ictatorships 

of other types, even when we are aware of serious moral lapses on 

the part of the individuals involved. (If the Soviet Ambaisador, 

as has been reported, will be absent, it would be unfortunate for 

us to seem to be acting in concert with them.) 
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Earlier, when I concurred that no special representative be sent 

from Washington for the inaugural, it was on the assumption that 

we would be represented by our Ambassador in Vienna. I still 

think this is appropriate. Could you review the matter and see 

whether we can find some solution which will avoid unnecessary 

strains on our relations with Austria, and also avoid setting a 

precedent that would require us in the future to pick and choose 

what inaugurations our Ambassadors attend? 

CONFIQENTflU, 
;:----=" 

John 

• 
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SUBJECT: 

JOHN M. POINDEXTER 

RODNEY B. MCDAN E~ 

JACK F. MATLOC ~ 
Scheduling Meeti gs with Soviets 

June 28, 1986 

As you know, in his recent letter Gorbachev proposed a series of 
meetings of "specialists" which would prepare for a meeting of 
foreign ministers, at which time selection would be made of which 
topics are most suitable to prepare for results at the summit 
meetin?. (The letter did not address a time for the foreign min
isters meeting, but Dubinin mentioned "the eve of" the UNGA in 
September -- presumably around the second week in September.) 

I believe the Soviet proposal is a reasonable one, and we should 
try to arrange for appropriate meetings by "specialists" during 
the summer. The most urgent one to make a decision on is that on 
nuclear testing, since Gorbachev's letter proposed early July. 
(In the other cases, he did not suggest dates.) 

The subjects Gorbachev mentioned are the following: 

/ Nuclear Testinf: In effect, Gorbachev has now picked up the 
President's of er to have specialists meet to discuss verifica
tion and whatever ideas the Soviets wish to advance. In my opin
ion, there should be no question as to whether we do this -- it 
is our proposal -- but only when and by whom. Early July is too 
soon to make the arrangements, but we should shoot for a date 
later in the month. 

State, without consulting me, has proposed that either Kennedy or 
I head our delegation. I believe neither of us should. Kennedy 
is inappropriate since I feel that we should not mix power plant 
safety, IAEA and non-proliferation issues with the testing ques
tion. Also, this is an area in which I can hardly claim to be an 
expert and I believe someone who does have a specialist's knowl
edge should do it. 

Since there is likely to be sharp interagency division on some of 
the issues involved, it would probably be helpful if the delega
tion were chaired by the NSC. Linhard is an obvious candidate, 
if we can spare him here for a few days. Also Lynton Brooks. 

(~~/~ 
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Conventional Forces: The suggestion for consultations on this 
topic is probably a device to get Gorbachev's recent proposals in 
play. I do not see much reason for us to take it very seriously, 
but it might not hurt to suggest that Blackwill meet with his 
MBFR counterpart during the intersessional. This should be done 
only if the Allies do not object, and would probably require us 
to get some Allied consensus in advance as to what we want to say 
about Gorbachev's conventional arms proposals in general. In 
particular, we should be prepared to indicate under what condi
tions (if ever) we might agree to negotiations. (For example, 
only following an MBFR agreement, successful conclusion of the 
CDE, and an appropriate mandate worked out at the Vienna CSCE 
Review Conference?) 

Confidence Buildin Measures in Euro e: This proposal seems to 
re er to CDE, an it wou not urt to suggest a private meeting 
between Amb. Barry and his counterpart. If we wish, we could 
also ask for another session on risk reduction centers under this 
rubric. 

Chemical Weapons: We should take them up on this, focussing on 
the verification provisions of our draft treaty. It would be 
helpful if we could compose our differences with the British on 
verification in advance. Younger's visit may provide an opportu
nity, although some modification of the DOD position will pro
bably be necessary for this. 

Regional Issues: I doubt that we need schedule any more meetings 
on these other than the ones already in train, or just completed. 
Shultz is still interested in taking up Afghanistan with Shevard
nadze before there is another round on that topic. 

Bilateral Issues: We should take them up on this, since it will 
allow us to address a number of issues on our agenda, particu
larly human rights. Ridgway would seem the logical delegation 
chief on our side. 

* * * * * * * 
It is probably going to take a strong push to get the bureaucracy 
to focus on organizing properly for this meetings, but I think it 
is necessary to do so. I also think that it is important to keep 
direct NSC participation in all of them. This will probably be 
necessary to dampen interagency bickering and to ensure that 
the consultations move in the direction the President desires. 


