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A Senior Interdepartmental Group meeting on East-West
Policy will be convened on July 13 at 11:00 a.m. in the
Department of State. It will be chaired by Under Secretary

Stoessel.

The Group will review the attached texts which were
revised to reflect the SIG discussion of July 7. The
amendments offered to the SIG by the Department of State
on economic issues remain on the table; those amendments
also are reflected in the two footnoted alternative for-
mulations in the Decision Memorandum.

If the revised papers are approved by the SI1G, they
will bhe forwarded to the White Bouse for consideration by

the NSC.
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MEMORANDUM FOR

SUBJECT: Decision Memorandum on East-West Relations

At the National Security Council meeting held on July
1981, the President made the following decisions concerning U.S.
policy on East-West relations. Specifically, the overriding
objective of U.S. policy toward the Soviet Union will be to
blunt and contain Soviet imperialism. This goal involves raising
the costs and risks of Soviet expansion and, to the extent feas-
ible, encouraging democratic processes in the USSR. To these

25X1 ends, the U.S. will:

1. Restore a satisfactory military balance.

4__a.__Nnclea:_EQngaaL_[hg_mus;_;g§;g;e_the_nnglgéz_ééléggg\and

T

"We must redress the current imbalance through a compre- n——
hensive modernization program designed to strengthen '
deterrence. The Soviets must perceive, in all contingencies,
' the costs of initiating strategic or theater nuclear attacks
as higher than the potential gains."

conventional force structure by (l) Ccreating oves ciwus vap
abilities adequate to deter the full array of Soviet and
regional threats, above all in the Persian Gulf area; (2) re-
versing the deterioration of regional balances in Europe and
Asia; (3) establishing an improved margin of maritime superi-
ority; and (4) improving our arms transfer capability by
making additional resources available on a timely basis.

c. Arms Control. The U.S. will pursue a realistic arms
control policy aimed at achieving balanced, verifiable agree-
ments that directly enhance national security, limiting those
Soviet systems which are most threatening to us and protecting
essential force modernization plans. We will set tougher
substantive standards and seek to develop Western understand-
ing of the time and bargaining leverage that will be required
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before the Soviets will begin to accept significant progress
in arms control. Recognizing that prolonged negotiation is
better than accepting bad agreements, we will pursue arms
control agreements that make tangible contributions to U.S.
and allied security. We will not let this serious effort be
diluted by the pursuit of agreement for its own sake or for
the sake of transitory improvements in political atmosphere.

2. Defend Western Interests in Areas of Instability

a. We will seek to preempt Soviet opportunism through
timely diplomacy and constructive economic policies. We
should work with our friends to build barriers to Soviet
influence in the Third World and should be wary of involving
Moscow in the peaceful resolution of regional disputes.

L b. The US will adopt a strategy to seize the initiative

from the Soviets in the Tnlg//ﬁf and by calling attention

to the failures of the Soviet approach to development."
ralse the riskS and COStS O TNELL LIUVULVCIMGiive —e- . d

World, exploiting the vulnerabilities of Soviet proxies
wherever prudent. This strategy must be carefully tailored
in light of regional, political and cultural realities. We
will, as possible, pursue this strategy with our major allies
and regional friends,

c. This strategy should be applied at once to Afghanistan
where, working with other states, we should intensify pressure
for a total Soviet withdrawal.

d. In setting priorities among US interests in the Third
World the US, its allies and regional friends must be able
to defend Western interests in the strategic Persian Gulf
and Near East area -- especially Western access to oil --
against direct and indirect Soviet threats.

e. We also must protect our enduring interests in other

parts of the developing world, including the Central American
area and southern Africa.

25
3. Improve cooperation with our European and Asian allies l///)ﬁV’

and friends.

a. To meet the Soviet threat to US worldwide security
interests, US global strategy should join American strength to
that of allied and friendly countries. We should draw on an
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informal but interlocking coalition of European and Asian
allies, our strategic association with China, and our partner-
ships with key "Third World" countries. The US should be the
fulcrum of this structure, providing the leadership needed to
integrate Western assets and defend vital Western interests.

b. Europe. The US will work to forge a new alliance
consensus for its strategy towards the Soviet Union. We will
urge European leaders to work actively toward reducing the
political constraints on their defense policies and to join
us in competing effectively with Moscow. Our key goals in
Europe are: (1) to improve consultation and coordination, -
particularly on issues outside Europe; (2) to increase the
European commltment of resources to the common_defense, both 25X1

Saee e TV S TN -1’-'%8
é;PTo achieve allied agreement on an arms control strategy,

and use our participation in arms control processes to
seek agreements based on parity, arms reduction and /
balanced verifiable arms control, while ensuring that

negotiations do not become an excuse for delaying NATO
force modernization, and placing the burden on the Soviet

Union for re51st1n% effectlve arms control;"
I waaedy O Vs TO TAKE CULLELLAYS wecawa- - paew-walt 25X

emergence of future vulnerab111t1=s and to reinforce Western
econonmic ties; and (5) to achieve greater understanding for
US policies by the current and successor generations of
Europeans.

25X1

c. East Asia.

(1) Japan. While reconfirming our commitment to
Japanese security, we will encourage the acquisition of a
military capability by Japan to provide for its defense,
within its constitutional constraints, and encourage greater
Japanese engagement in common alllance diplomacy and economic
assistance around the world.

(2) China. We will solidify our developlng strateglc
association with China, strengthen China's ability to resist
Soviet intimidation and strengthen Chinese defense capabilities
selectively, while maintaining our strong support for the
security of Taiwan.

(3) We will strengthen securit& cooperation with our

Korean, Australian, New Zealand and Philippine allies, and
bolster support for the ASEAN states.
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d. Alliance Problems. We must recognize that it often
will be difficult to generate adequate support from our allies
and friends, in Europe and Asia, for our policies toward the
Soviet Union. This will require some adjustment in US positions

and an occasional need for unilateral US action in pursuit of
particularly important interests. A Standing Interagency Group
is hereby established to ensure proper implementation of the
decisions flowing from the East-West study. In addition, an
Interagency Group is established and commissioned to conduct a
study on major alliance relationships. This study should develop
a detailed strategy and tactics for dealing with our allies and
friends in the pursuit of major US political, economic and
military objectives.

4. Refashion East-West economic relations to make them
consistent with broad US political-military obijectives.

Future Western economic policy must meet three major
criteria:

a. It must not increase the Soviet capacity to wage war.
US policy will seek significantly improved control over the
transfer of technology important to military production and to
industrial sectors that indirectly support military capabilities.

b. It must narrow opportunities for Soviet economic leverage
over the West and cap* -- and ultimately reverse -- political
vulnerabilities arising from the growth of East-West economlc and
energy interdependence.

c. It must not ease** general Soviet resource constraints,
associated political difficulties or responsibility for East
European economic problems.

5. Promote Positive Trends in Eastern Europe.

US policy objectives in Eastern Europe are to work with
our allies to support greater internal liberalization, foreign
policy autonomy and contacts with the West, while seeking to
discourage Soviet intervention to block indigenous reform
movements. In the short term, assuming no Soviet intervention
in Poland, we should confirm our differentiated approach to
East European states, seeking to improve relations and be

* State proposes to delete “"cap" and substitute "seek to limit".
** State proposes to delete "ease" and substitute "unduly relieve".
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forthcoming with countries that are relatively liberal or
independent, while dealing with other East Europeans on the
basis of strict reciprocity. (A Soviet invasion of Poland
- involving East European troops would freeze relations for a
protracted period). 1In the longer-term, we would seek to
foster liberalization and autonomy and US influence by
intensifying contacts and building increased economic ties
with appropriate East European countries.

6. Spotlight the deficiencies of the Soviet system.

We will provide ICA and BIB with increased resources to step
up broadcasting activities to the Soviet Union, the satellites,
Soviet Third World clients and countries important to U.S. in-
terests. We must pursue policies in the developing world that
offer a positive vision of the future and promote peaceful dem-
ocratic change, in order to underscore the contrast between what
East and West have to offer.

7. Maintain Effective Communication with the Soviet Union.

A regular U.S.-Soviet dialogue is not incompatible with our
more competitive U.S. East-West policy. We must maintain com-
munication to prevent dangerous misunderstandings, ensure that
the USSR neither exaggerates nor underestimates our purpose,
and demonstrate our openness to constructive Soviet approaches.
We also should preserve options for some positive interaction
with the USSR on the basis of reciprocity and 'U.S. national in-
terests. All proposals for East-West negotiations will be sub-
jected to rigorous review to ensure consistency with clearly
defined Western interests.

SECRET/SENSITIVE
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EAST-WEST POLICY STUDY

EXECUTIVE SUMMARY

1. Overview:  The Present Situation and Future Prospects

The Soviet-American relationship will be entering a
new-and dangerous phase during tne coming decade, 1ndepend-
ent of any major US policy changes. Increased Soviet power
threatens the free and open international order the U.S. has
sought to maintain throughout the postwar period. The most
urgent dangers are: (1) Soviet use of its own and proxy
forces to acquire new strategic advantages, particularly in
politically unstable but vital regions; -and (2) Soviet efforts
to divide the US from its major allies through a combination
ot threats and 1nducements.

In this setting, our East-West policy will be based on
the following premises: (1) that the East-West competition
reflects fundamental and enduring conflicts of 1nterests,
purpose and outlook; (2) that the US should move beyond its
passive post-Vietnam foreign policy and provide greater
leadership to enable the West to compete more effectively;
(3) that over the near term, given the legacy we have
inherited, we often-will have to compete with the USSR under
unfavorable circumstance; and (4) some positive 1lnteractions
and negotiations with Moscow are possible and desirable ‘and
can help to sustain-a consensus both at home and abroad in
favor of a more competitive posture. -

Our ability to meet this challenge will have to be .

based on a long-term effort to rebuild American and Western

ower and willingness to assume higher risks in defending
our 1nterests. We cannot reverse trends favoring the Soviet
Union overnight; to do so at all will require considerable
patience and resourcefulness. In the short term, we must
make use of our existing assets more efficiently by taking
advantage of special areas of American and Western strength,
while exploiting Soviet weaknesses and vulnerabilities.

US global strategy must improve our position by joining
American strength to that of allied and friendly countries.
We should draw on an informal but interlocking coalition of
European and Asian allies, our strategic association with
China, and our partnerships with key "Third World"” countries.
The US must be the fulcrum of this structure, providing the
leadership needed to integrate Western assets and defend
vital Western interests. On this basis we can ensure a
sustainable internationalist US foreign policy for the i
1980s.
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We recognize that-it often will be difficult-to
generate adequate support-from our allies and friends
for -US-policies toward the Soviet Union. The US goals
enumerated i1n the study represent our desiderata. We
recognize that it will be necessary to make some adjust-
ments 1n US positions 1n working out compromises with
our allies on East-West issues. Some US interests will
be of sufficient importance that we will need to act
unilaterally 1in pursuing particular courses of action.
The NSC therefore should commission an urgent study-on (:::::::::§
Major Alllance Relationships, developing a detalled strategy
and tactics for dealing‘yith our allies, both in Europe
and in Asia, in the pursit of major US political, economic
and military objectives.k The NSC also should establish
a Standing IG to ensure proper implementation of the
decisions flowing from the East-West study.

The Soviet Union will act wigorously to protect and
expand its position against a newly assertive American’
foreign policy; it has a great many instruments for doing
so. We should avoid unnecessary confrontations and take
account of vital Soviet interests in cevising means for
countering aggressive Soviet behavior. But this should
not keep us from competing forcefully with the USSR in .
defense Oof our own 1interests. We cannot buy time by accom-
modation; such a course also would mislead our public
and our allies as to our purposes and steadfastness. Moscow
is likely in any case to take actions that challenge our
interests and the costs of accepting aggressive Soviet . \
behavior are simply too high.

The long-term weaknesses of the Soviet Union, the
economic and political strengths of the West and the man-
date embodied in the November elections encourage us to
believe that an effective policy toward the Soviet Union is
within our reach as long as we make full use of our strengths.
Yet the material costs and political difficultles must not
be understated. Large and continulng economic burdens for
defense must be patiently and skillfully defended before
the Congress and the public. We will have to create and
enlarge relationships with states that are critical Soviet
targets or strategically decisive. Finally, regaining the
initiative will sometimes require that we accept 1mmediate
risks in order to avoid greater albeit more long-term ones.
For example, security assistance to endangered allies and
friends at this time can avoid more serious problems later.

A strong consensus both at home and abroad will be
crucial to sustaining these policies. We also will have
to take the lead on issues of critical importance, with-
out letting uncertainty over the extent of domestic or

SECRET
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‘allied support deprive us of essential freedom of action.
Success will depend on a strong sense of priorities and on
effective leadership. ~

II. Soviet Strengths-and Weaknesses

‘Management of the East-West relationship requires a
dispassionate tallying of Moscow's strengths and weaknesses.
Over the near term, the Soviet Union possesses several dis-
tinct-advantages in its competition with the Unitea States:
First, it enjoys, and in the short term will increase its
significant military advantages in key regions, accompanied
by a greatly improved nuclear balance; second, it is in a
position to exploit instability in many areas of the
developing world crucial to Western interests, particularly
the Persian Gulf; third, it has built up a network of allies,
clients and proxies throughout the Third Worla; fourth,
from their recent use, Soviet mrmed forces and those of its
allies and proxies are galning operational self-confidence
and an enhanced capacity for intimidation; fifth, 1t can
play upon a residual Western attachment to detente to
separate the US from 1its allies; and sixth, Moscow can
pursue its objectives in relative freedom from domestic
political constraints and dependence on foreign resources.

At the same time the Soviets must contend with a
number of liabilities: First, Soviet economic growth will
continue to stagnate in this decade for réasons inherent )
in the system itself; second, the USSR is on the verge of -~
a wholesale leadership change that could hamper the conduct
of foreign policy; third, all the industrial democracies and
China are hostile to the USSR, which threatens their security
interests; fourth the Soviets may increasingly suffer from
imperlial overextension, due to the weaknesses of Soviet
proxies and dependents and the instability of Eastern
Europe, if the West shows sufficient resistance; and
finally, Marxism-Leninism is a bankrupt ideology which
fails to answer the needs either of the people 1t is
purported to serve or of the developing nations in the
‘Third World.

Unfortunately, these long-term liabilities do not

lessen the dangers that we now face. Indeed, the combin-

ation of short-term strengths and long-term weakness may

prompt the Soviets to capitalize on thelr advantage now.

The Soviets may regard the energy vulnerability of the

West and their own abllity to exploit military power for

political purposes in the Persian Gulf area as an opportunity

of historic proportions to cripple the Western alliance once
- and for all. Moscow's long-term problems will be of little
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benefit to us unless we can defend our interests over the
short-run and establish trends favorable to us.

III. U.S. Policy-Toward East-West Relations

The overr1d1ng objective of U.S. policy toward the
Soviet Union is to blunt and contain Soviet. imperialism.
This goal involves apprec1ably increasing costs and risks
of Soviet expansionism and, to the extent feasible, en- (T___—__t:;;
couraging democratic processee in the USSR.

This Administration will pursue the following goals
with regard to the Soviet Union:

A. Restoring a satisfactory military balance.

Because military power is a necessary basis for com-
peting with the Soviets effectrively, US forces will have
to be 1increased across the board. 1The Soviets have widened
their existing superiority in conventional forces in Europe,
Asia and the broad Persian Gulf/Middle East region, supple-
menting them with a network bf proxies in the Third wWorld.
This has occurred against the backdrop of a shift in the
strategic and theater nuclear balances, which weakeas
deterrence and the US strategic commitments on which it is
based.

Military modernization must emphasize the procurement
of systems which take advantage of American strengths ana
explolt soviet vulnerabilities, including those of Soviet
proxies.

o Nuclear Forces. The overall nuclear balance
is not satisfactory, and our programs of strategic and
theater modernization are not yet, even 1in combination,

adequate to redress the balance. myo nmust redress the
gurrent imbalance through a comprehensive modernization

rogram designed to strengthen deterrence. The Soviets
must perceive, in all contingencies, the costs of initiating
strategic or theater nuclear attacks as higher than the
potential gains.
.......... e bty vApGMrLL L LY LW UTOLLUVUY LAbMT e wa
mllltary significance. Consideration of effective anti-
ballistic m15511e systems also should be considered.

*h

o Regional Forces. The forces of the US and its
allies are insufficient to meet common _securilty needs.
Accordingly, the US must modernize and expand its conven- .
tional force structure with emphasis on four areas. Filrst,

SECRET

Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2




SECRET >
Approved For Release 2007/02108-C1A-RDP84B00049R000400750009-2 !
-5- :

in cooperation with our allies and regional nations, we must
work to create. capabilities adequate to meet the full array
of Soviet-and regional threats, above all in the Persian

Gulf area. We must improve our own capability to utilize
access to local facilities already obtained, working

steadily for gradual increases as regional nations gain more
confidence in us. Second, we must reverse the deterioration
of ‘regional -balances in Europe and Asia. Third, the US must
establish an improved margin of maritime superiority to put
at risk-the-global Soviet -navy-and to strengthen-our-capacity
to manage the regional crises. Finally, the US should improve
its arms transter capability by making additional resources
available on a timely basis to meet the needs of regional
allies threatened by the Soviets or their proxies.

Our arms control policy must be an integral element of
our national security policy. The US should pursue-a realistic
arms control policy almed at verifiliable agreements that
directly enhance national security by limiting those Soviet
systems which are most threatenling to us and facilitating
our force modernization plans. Disarmament or restrictions
on new technologies for their own sake should be eschewed,
as well as agreements negotiated simply to improve the
atmosphere of superpower relations. Instead, we need to set
tougher substantive standards that challenge the Soviets to
accept true parity at reduced levels and prepare both US and
European public opinion to accept no agreements at all if
these are not met. The US needs to establish the primacy of
our own military programs as the basis for assuring security:
indeed ,this 1is the only way we can expect to acnileve
meaningful limits on Soviet weaponry. We should recognize
that this arms control strategy may make it unlikely that
negotiated agreements will be achieved 1in the short run.

B. Defending Western interests in areas of instability.

The greatest danger of Soviet use of military force,
either directly or by proxy, arises in the Third World.
The US must break out of its post-Vietnam passivity and
adopt a counter-offensive strategy that seizes the initiative -
from the Soviets by opposing them and their proxies, where
possible at times and places of our own choosing. Such a
strategy would seek to discourage the further use and growth
of the proxy network by driving up both risks and costs of
Moscow's Third World involvements, by exploiting the vulnera-
bilities of Soviet proxies and by weakening their Soviet
connection through appropriate use of incentives and disin-
centives. Many of these regimes are narrowly based with
severe ethnic, social, sectarian and economic problems.
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Afghanistan, Cuba, South Yemen, Libya, and Ethiopia repre-
sent particularly important points of Soviet exposure. On
an ideological plane, the US should put the spotlight on the

- aggressive-activities - and-i1nternal shortcomings of Soviet
proxies and keep them on-the defensive. This counter-offen-
sive strategy must be carefully tailored in light of regional,
political and cultural realities.

We also should seek to preempt Soviet opportunism
through timely political action and constructive economic
policies to prevent -instability,  promote prosperity and
resolve disputes. Our concerns for _security ana peaceful
progress are mutually reinforcing. It is essential that the
United States continue to present a positive alternative to
the arms and repression that the Soviet Union offers to the
Third World, while understanding that our support for some
types of political and economic reform can generate instabil-
ity which can be exploited by Moscow.

Given our present constraints, we need to set priorities
among US interests in the Third World. Above-all, the US
and its allies must be able to defend Western interests 1in
the strategic Persian Gulf and Near East area. Wwe,.  together
with our allies and regional friends, need capabilities
adequate to protect Western access to oil against direct
challenge and to xespond to the politically disruptive
shadow cast by Soviet power. Horizontal escalation_may be a
useful stop-gap but cannot itself be counted on to deal with
the threat as the Soviets have such options of their own.
‘We must expand cooperation with allies outside of the reéegion
and with regional friends that are capable of countering
Soviet proxies. But our experience in Iran indicates that
there 1s no substitute for direct U.S. power projection and
such cooperation is likely to be achieved only 1f the US can
demonstrate its own increased capability and commitment to
help its friends.

Our counter-offensive strategy should be applied at
once to Afghanistan. We should with other states combine
intense political pressure for a total Soviet withdrawal,
appropriate encouragement to Afghan freedom fighters, major
security assistance to Pakistan and a concerted polltlcal
program to illuminate Soviet aggressive behavior in the
Third wWorld.

Finally, our emphasis on the Persian Gulf should not
obscure our enduring interest in other parts of the develop-
ing world, particularly the current volatile Central American
area, the ASEAN states and southern Africa.
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C. Improving Cooperation with our European Allies.

The US must forge-a new-alliance consensus for its
strategy towards the Soviet Union, against the background
of European doubts about American leadership, extensive
economic links with the Soviet bloc, energy dependence on

/ the Middle East and fear of Soviet power. We should avoid
West-West quarrels of the sort that plagued the last adminis-
tration; if there are hard times ahead with Moscow, they
should benefit, not harm the alliance. We must urge
European leaders to work actively toward reducing the poli-
tical constraints on their defense policies and to join us
in countering Moscow.

Our key goals in Europe are:
»
o To improve and enlarge consultation and coordina-
tion with .our allies, particularly on issues outside Europe.

o To increase our allies' commitment of resources to
the common defense, both i1n Europe and in areas vital to
the alliance. The US must provide defense leadership and.
a nuclear umbrella, but the allies must do more in strength-
ening conventional forces and sustaining LRTNF modernization.
We will have to seek a redefinition of the "lelSlon of

labor." -

o To achieve agreement among allies on an arms control
strategy we should meet the allied political need for a visible
arms control process, and to use that process to demonstrate
US commitment and Soviet resistance to parity, arms reduction
and effective, verifiable arms control, while ensuring that
negotiations do not interfere with NATO modernization. 1In
particular, while maintaining a deliberate track for negoti-
ating LRTNF arms control, we must resist delays 1n moderniza-
tion and deployment.

25X1

o To arrest growing European economic dependence,
particularly energy, on the Soviet bloc, to take collec-
tive action to prevent the emergence of future vulnerabil-~
Tties and to reinforce Western ties. The proposed European/
Soviet gas pipeline 1is not 1n our interest and should be
handled to.avoid further European vulnerability. Common OECD
policies are needed on export credits and technology transfer.

The coverage and effectiveness of COCOM rules should be
improved. These policies also will require a consistent US .
policy of denying the Soviets important economic support.
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O To achieve greater understanding of US political,
economic-and defense ‘policies by European public and parlia-
mentary opinion, especlally among the Tsuccessor generation”
of Europeans. :

D. Developing the-Potential of East Asian Allies
and Friends.

East Asia has enormous economic capability, but is
militarily weak. Both Japan and China will face major
difficulties in realizing their very large growth potential
as counter-weights to Soviet power. As they do so, US :
policy will aim to increase the security of the region
against outside pressures and interference and to preserve
balance among the East Asian powers. We can reach this goal
by encouraging the strengthening of friendly regional
states, ‘while recognizing that their power cannot become a
Ssubstitute for that of the US. We will need to continue to
play a crucial balancing and integrating role.

Japan _and China have the greatest potential.

o In light of Japan's key role as an ally and the
world's second largest economic power, we should afford
Tokyo equal status and treatment with our NATO allies,
consult:.closely with the Japanese and encourade recent
trends toward greater Japanese engagement in global 1ssues.
Japan should play a greater role in areas of common alliance
concern outside East Asia through supportive diplomacy and
economic assistance. While reconfirming our commitment to
Japanese security, we also will encouragde the acqguisition of
a military capability by Japan to provide for its defense,
Within 1ts constitutional constraints, in such critical
areas as air defense, anti-submarine warfare and protection
of sea lanes in the Pacific.

o China's hostility to the USSR is of great'political
and strategic importance; our goal is to solidify our
developing relationship with China and to strengthen
China's ability to resist Soviet intimidation. But the
Sino-American strategic assoclation must be handled with
care, as Chinese interests and ambitions sometimes diverge
from our awn. We should strengthen Chinese defensive
capabilities selectively while maintaining our strong
support for the security of Taiwan.
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4 D. LDéveloping the Potential of East asiay Allies - — .. ..

and Friencs.

s

East.Asia hzs enormous economic capabilits, bat is
militaridy weak. Both Japan and Chint will f2 e 1 1jor
aifficulties in r=2lizing their very )arge grc:th >otential
as counter-weights to Soviet power. IS they ¢> s, U5
policy will aim to increase the security of tk: r«jion
against outside pressures and interference anc to >reserve
balance among the East Asian powers. We can r rac! this goal
by encouraging tte strengthening of friendly r:gicaal
gtates, while recognizing that thelr power carot Secome a
substitute for that of the US. We wil]l need t> ccntinue to

play a crucial bzlancing and integrating role. “ T

Japan and Crina have the greatest potentiail.

o In light of Japan's key role ns an alls ard the -
world's Second 1zrgeBt ecONOm1C power. we ghould : Lfor :
Tokyo equal statis _and treatment with our NATC al.1ies,
consult closely with the Japanese and encourac: r: cent
trenas toward greater Japanese engageient in clob I issues.
Japan should play a greater zole in a.eas of comn n alliance
concern outside Fast Asi. ‘hrough supoortive ¢ipl macy ang
economic zssistarce. While reconfirming our ¢omn thent tb
Japanese security, we 2150 will encou-age the iacg isitiof of
a millicary capab:lity by Japan to provide for its defense,
within its constitutional constraints, in suctk cr: tical
areas as.,air cefense, anti-sucbmarine warcfare znd ;. rotection
of sea lanes in the Pacific. :

o China's tostility to the USSR is of gr=at political
and strateqic im; ortance; our goal 185 to solic ify our
developing relationship with China and to strengt en
Thina's ability to resist Soviet intinidation. B t the
STno-American stiateqic association mist be héndl d with
care, as Chinese interests and anbitions somet lme . diverge
from our own. ve should strengthen Chinese cefe sive

capabilities selectively while maintaining our st ‘ong
support for the fecurity of Taiwan.

Beyond Chin: and Japan, we will strengthcn s -curity
cooperation with our Korean, Australian and New 2 -aland
allies. We will also want to bolster support for the
ASEAN states to jromote their Western orientation and to 25X1
strengthen their ability to stand up to Vietnimes: and

Soviet expansionism.

. E. Refa§hioning East-West economic relations to make them
consistent with broad US political-military otjec:ives.
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“ Par from mod:rating Soviet political-military behavior, ‘e

the extensive East-West economic ties of the past jecade have
created constituencies among our allics, some >f v om

are vulnerable to Soviet pressure. We need tc de: ine

the guidelines for permissible East-West trade. [Iuture
Western “economic policy must meet three major >ri!aria:

o It must not increase the Soviet ca acigﬁ_jo wage
war. US pofxcy v111 seek significantly prov :a «(ontrols
over the transfer of -technology important to rili:ary pro-
Juction and to irJustrial sectors that indirectly support
military capability.

o It must narrow opportunities for Soviet « con >mic
leverage over the West. While recognizing the «rea:er stake of
our allies in comsercial ties with the East, we musc: seek to
1imit and ultimately to reverse political vulne ‘abiiities
arising from the crowth of East-West economic a:d elergy 2§§1

interdependence.

o It must not unduly relieve general Sovie : resource
constraints, associated political difficulties or

constralnts, “°S5U-
responsibility for Eaat European economic probl ms.

L
F. Promotirg Positive Trends in Bastern Eur pe.

Eastern Eurcpe probably will hav: a more vol tile
and dynamic char:cter in the 198085, posing ma:or olitical
management choices for Moscow. The current Pclis: crisis
forms an histoiic wateyshed for Soviet imperi: 1 policy.
While Moscow doubtless will use force where n¢ ces :ary %o
keep its bloc in order, the Polish exneriment is ~esting --
and perhaps stretching -- the {imits of bovie: to.erance.

US policy ot jectives in Eastern Europe aie t> work
with our allies to support qreater interna - ber :11zation,
foreign policy a:tonomy and contacts with the Wes:, while

seeking to disco:rage Soviet intervention to l.loc
Indigenous reforr movements.

—— In the stort term, assuming nd> Soviet int ‘rvention
in Poland, we shc:ld confirm our diff:rentiat 4 2z proach
to East European states, seeking to ] nprove r lat ons znd

be forthcoming w th countries that ar: relati el) bera
or incependent, .nile dealling with otaer East Eur ,peanc

on the basis qfiffrict reciproclty. A Soviet inv:sion of
Poland Involvi:3j East European troops obvious y v»>uld freeze
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Beyond China and Japan, we will strengthen security
cooperation with our Korean, Australian, New Zealand and
Philippine allies. We will also want to bolster support for
the ASEAN states to promote their Western orientation and
to strengthen their ability to stand up to Vietnamese
and Soviet expansionism.

E. Refashioning East-West economic-reiations so that
tpe Soviet Union 1s helped neither to strength itself
milltarily nor to escape the full costs of-its internal

EréBIems.

Far from moderating Soviet political-military behavior,
the extensive East-West economic ties of the past decade have
created constituencies among our allies, some of whom
are vulnerable to Soviet pressure. We need to define
the guidelines for permissible East-West trade. Future
Western economic policy must meet three major criteria:

o It must not increase the Soviet capacity to wage
war. US policy will seek signiflcantly improved controls
over the transfer of technology important to military pro-
duction and to industrial sectors that indirectly support
military capability. .

o It must narrow opportunities for Soviet economic
leverage over the West. While recognizing the greater
stake Oof our allies in commercial ties with the East, we
must try to cap and ultimately reverse political vulnera-
bilities arising from the growth of East-West economic and

energy interdependence.

25X1

25X1

o It must not ease Soviet resource constraints or
associated political difficulties by relieving Moscow of
the burdens of 1ts own economic problems or of responsi-

bility for those of Eastern Europe.

F. Promoting Positive Trends in Eastern Eurppe.

Eastern Europe probably will have a more volatile
and dynamic character in the 1980s, posing major political
management choices for Moscow. The current Polish crisis
forms an historic watershed for Soviet imperial policy.
While Moscow doubtless will use force where necessary to
keep its bloc in order, the Polish experiment is testing --
and perhaps stretching —- the limits of Soviet tolerance.

US policy objectives in Eastern Europe are to work
with our allies to support greater internal liberalization,
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foreign policy-autonomy and contacts with the West, while
seeking to discourage Soviet intervention to block
indigenous reform movements.

=— In the short term, assuming no Soviet intervention
in Poland, we should confirm our -differentiated approach
to East European states, seeking to improve relations and
be forthcoming with countries that are relatively liberal
or - independent; while dealing with other East Europeans
on the basis of strict reciprocity. - A Soviet 1invasion of
Poland involving East European troops obviously would freeze
relations for-a protracted period and present major strate-~
gic questions for our East European policy. Whether there
is an invasion or not, we must keep the pressure on Moscow
to bear a large share of the economic burden.

In the longer—term, we seek to foster liberalization
and autonomy by 1nten51fy1ng contacts. Endemic East
European debt and economic proplems should permit us to
build increased economic ties with appropriate East Euro-
pean countries, thereby enhancing both our influence and
their internal freedom of action. In doing so, we should
employ established multilateral institutions, such as the
IMF and Western creditor clubs, to avoid perpetuating
chronic economic weaknesses. This strategy must be coor-
dinated with our allies, banks, unions and private groups.

G. Gaining the ideological initiative by spot-
lighting the deficiencies of the Soviet system.

The long-term weaknesses of the Soviet system can be
encouraged in part simply by telling the truth about the
USSR. The Soviet Union faces nascent problems among its
nationalities (particularly in the Baltic states and among
Muslim groups in Central Asia) and from its own workin
class. The United States should provide ICA with increased
resources to step up broadcasting activities, where needed,
to the Soviet Union, the satellites, Soviet Third World
clients and countries important to US interests, highlighting
the economic and moral failings of Moscow and its' allies.

The expansionist international behavior of the Soviet
Union and 1ts repressive, stagnant internal svstem make 1t
vulnerable to a moral counter—-attack. Yet the US must also
offer a positive vision of the future. By promoting peace-
ful democratic change, US policy will be able to give sub-
stance to this positive view and prevent the emergence of
Soviet opportunities.
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H. Maintaining effective communication with the
Soviet ‘GBnion. '

) A regular-US/Soviet dialogue is not incompatible with a
more competitive -US-East-West policy.  Indeed, effective
communication 1s essential to prevent-dangerous misunder-
standings of ‘our-intentions-and resolve, particularly at
moments of high tension. We must ensure that the USSR
neither exaggerates nor underestimates our purpose, and
we should demonstrate our openness to constructive Soviet
approaches.

Visible US/Soviet contacts -- and appropriate nego-
tiations -- can be used i1n seeking to sustain political
support at home and in allied countries for a competitive
Western policy toward the USSR. But such contacts must not
prevent us from vigorously defending our policies in public.
Nor can they be allowed to divert us from necessary tough
and costly measures by falsely suggesting that fundamental
differences have been resolved. The Soviets can be expected
to exploit such contacts and seek to convince our allies and
our own public that negotiations should become a substitute
for forceful political, economic and military measures.
Moscow 1lso will make major efforts to divide us from our
allies on these 1ssues. We must firmly resist these Soviet
efforts. -

We need to subject all proposals for negotiations to
rigorous USG and appropriate allied review and ensure that:
our participation-and negotilating strategy are consistent
with clearly defined Western 1nterests. Certain negotiating
forums can be useful for either arms control or political
purposes; we should know the difference. 1In European arms
control discussions, for example, we can challenge the
Soviets to accept true parity at reduced levels; in other
East-West forums, such as CSCE, we can challenge them to
honor commitments made and to build East-West relations on
the basis of strict reciprocity.

We must recognize that US/Soviet bilateral diplomacy
can sometimes undermine our larger purposes. In Third World
crisis areas, in particular, where we alm to work closely
with our friends in building barriers ‘to Soviet influence,
the Soviet Union generally will not be helpful. We should
recognize the limitations -— and disadvantages -- of seeking
to involve Moscow in the peaceful resolution of regional
disputes and should not expand or legitimize the Soviet role.
Instead, the West should exploit 1ts singular capacity to
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work with the key parties to such disputes. Finally, if in
the longer term the Soviet Union seeks to deal with its
internal or international liabilities through genuine
cooperation with the West, we should be prepared to conduct
meaningful negotiations, ensuring that our overall interests
are protected.
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EAST-WEST POLICY STUDY

I. Introduction - U.S. Goals

Interests fff

S
R

The Soviet-American relatzonshlp -=- and w1th 1t U S.
East-West policy — is entering a new era. The central
interests of the United States are in consideraplé jeopardy
and we are entering a period as perilous as any since World
War II. Increased Soviet power has thrown into gquestion
U.S. ability to secure those interests that our post-war
policy has tried to promote:

‘O

-- An open and diverse international order, in which
the U.S. and its allies are able to prevent the growth of
Soviet dominion and influence.

-- The protection and enlargement of the free world,
and the promotion of peaceful political change.

-- A stable, open and growing world economy, in which
Western access to vital natural resources -- the precondi-
tion of the political lndependence and economic stability
of the industrial democracies -- is protected.

Assumptions

U.S. East-West policy must protect these broad interests.
Our efforts to do so will be based on the following assump-
tions:

-- First, that the Soviet-American .competition is based
on fundamental and enduring conflicts of interest and out-
look. It is essential that we recognize the USSR for what
it is: an expansionist superpower which sees East-West
relations as a protracted political and military competltlon
for transforming the global "correlation of forces." The
West should not expect to achieve its broader international
objectives unless it treats the USSR as a tenacious competi-
tor whose performance provides ample evidence of a strong
and increasing readiness to promote its interests by aggres-
sion, intimidation. and subversion.

. =~ Second, that the American people have expressed a
desire to move beyond the passivitv that marked T.S... .
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forei olicy in the aftermath of the Vietnam War. It is -
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U.S. will need to commit increased résources and £o exercise
greater international leadership in meeting the goals we

share with other states. 7To preserve this new consensus, . .

the U.S. will have to avoid both.the overextension :and ‘vacil-
lation that shattered earlier policy. A New American " nter—
nationalism must focus sharply on our national interests mmg—

the interests of our allies., In this regard capabilities -
and objectives will always have to be matched and resources ¢
must be used effectively and wisely; for now, this match requires
significantly increased capabilities. These are essential —
“ingredients of an internationalist foreign policy, and gldbal "
strategy, which are sustainable through the 1980's.

-—- Third, because many of the trends of the past decade
have been adverse, the United States will be obliged to con-
duct the East-West competition in often unfavorable circum-
Lances. It will-have to be especially attentive to using
those instruments of policy that can be made available in
the short-term, and careful to do nothing that further weakens
the Western position. It will have to understand:the distinc-
tive assets and liabilities of the Soviet Union, taking the
initiative against exposed Soviet positions. Only by shorten-
ing the responser time of U.S. decision-making will we be able
to exploit opportunities as they appear. Such an approach
will require increased Congressional support for the needed

. assets (money, military egquipment, etc.) ‘

-— Fourth, that the Soviet Union should be expected to
meet a U.S. counteroffensive with strong measures of its own.
The Soviet Union has a strong position to protect and will act
vigorously to do so. _This does not mean that we_should not
compete more forcefully -and vigorouslv with the USSR to pro-
tect U.S. national interests. The costs of accepting the_,
current trends and Moscow's aggressive global behavior are-
simply too high. At the game time, we need to go in with
our eyes open and think about Soviet reactions; their options
for frustrating our obiectives; their ability to make our ‘
pursuit of this strategy very costly in political, economic,
and military terms -- recognizing tnat some Soviet responses
will be designed to demonstrate the high costs in order to
forestall \such future actions by us. We need strategies for
dealing with these Soviet actions and countering them.

We also need to identify the risks the Soviets are
willing to run to safeguard their interests and prevent the
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.er051on of favorable military balances and political posi- -

tions. How are these risks likely to vary according to

regional area or specific issue? To answer this we will

have to understand what the Soviets mast value and most

fear. We must shape policies that counter the Soviet chal-

lenge without so threatening fundamental Soviet values or -
achievements that they see little to lose by opposing us or '
our friends -- and, indeed, a lot to lose by not doing so.

-- Fifth, that while the US-Soviet relationship will be
predominantly competitive for the foreseeable future, there
will remain areas where some degreze of positive interaction
with Moscow oould serve U.S. interests. At the most basic
level this will involve the day-to-day conduct of consular
and other official business, but it can also encompass
joint action in such areas as nuclear nonproliferation, law
of the sea matters, trade in some non-strategic areas. and, under
proper conditions, arms control negotiations. To the extent
a differentiated policy between the USSR and Eastern Europe 25X1
is to have any meaning, moreover, it assumes a broader scope

of cooperative activities with’the latter countries.

Goals

.The overriding objective cf U.S. policy toward the Sovie
Union is to blunt and contain Soviet imperialism. The expansion ---.
of the Soviet Union and its proxies presents a fundamental threat
to the. security of the free world and complicates equitable
solutions of many_ of the world's social, economic and ethnic
problems.

Soviet imperialism is the result of two factors: a) thd
illegitimate nature of its communist regime, in which a small
self-perpetuating elite maintains its privileged positions
primarily by generating continuing foreign tensions; and b)
the relatively low cost to Moscow in recent years of foreign
subversion and conquest.

Blunting and containing Soviet imperialism entails the
following: a) appreciably raising the costs and risk of Soviet
expansionism and Soviet use of military power for purposes of
political coercion; and b) to the extent feasible, encouraging
democratic processes in the USSR which reduce the authority and
privileges of the ruling elite ané enhance the participation of
their citizens in political and economic decision-making at
all levels. T

Over the next half decade U.S. policy will seek to
attain the following goals:

-- First, to restore international confidence in U.S. .
policy and leadership.

The potential strength of the West is sufficient that
reorienting our policies toward a more competitive East-West
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stance and Western rearmament will be significant even in
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to succeed, US leadership Of such a reorientation must be
convincing. This will require that it be consistent

and realistic in the eyes of our friends and allies. Con-
tinuing demonstrations are needed that a new course will be
sustained and will become permanent. Changes in course or
early failures will squander what confidence and sense of
momentum we are able to inspire by a firmer rhetorical
approach. Nothing could be more damaging than to raise
doubts that an enduring change has taken place.

-~ Second, to restore a favorable military balaBCe.

Having achieved a domestic consensus on the need to
arrest and reverse adverse trends in the East-West military

balance, we must design, organize, and deploy our forces

in ways that optimize both their deterrent value and their
combat effectiveness. Because of the scale and pace of
recent Soviet military construction, U.S. forces will have
to be increased at every level; improvements are needed both
to meet new Soviet conventional capabilities and increases
in Soviet power projection, and to provide a wider menu of
nuclear options with which the U.S. cannot only threaten
escalation but dominate an adtual escalation process.
Because of its magnitude, this build-up will have to pro-
ceed in accord with strictly defined priorities and as part
of a long-term defense plan.

-- Third, to *ncrease cooperation with U.S. allies
and other states tnat share our interests, as part of an
integrated global strategy.

We can neither do everything on our own nox justify
unilateral U.S. responses when other interests are” engaged
as much if not more than our own. Key elements of our
strategy for restoring a more satisfactory military balance
require allied cooperation. Hence, for practical, political
reasons, and for reasons relating to our collective strength,
we must work closely with our allies.

-- U.S. policy will seek to repair and cement relations
in Europe in order to reduce Scviet leverage, to ensure
allied support for key defense programs and to use the
combined resources of the Europeans to contain the Soviets
locally and counter them in areas of critical importance to
the West -- especially the vital Persian Gulf. The U.S.
will work with leaders of the NATO states, where possible to
break the constraints that have hindered fuller contributions

to the common defense.

—— In East Asia, the U.S. will seek to bolster our
allies, especially Japan, and cooperate with China to limit
the expansion of Soviet power in this region. Our strategic
association with China will continue to aim at tying down a ”
significant portion of the Soviet military establishment,
and at preventing either a direct Soviet attack or a Sino-
Soviet reconciliation. The U.S. will create a stable
region } EOPRIS i 168 CRERDSS es_can
begstrzﬁgﬁﬁgizd, an e?@°ﬁﬁ?§§'§apan ¢@?§8§gbgg§éﬁ®§m%gntri-
bute resources to the def%ﬁi%;Qf Western interests elsewhg;e,.
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—— In other areas of instability, particularly the
vital region around the Persian Guli, the U.S. will need
to find close partners for the containment of Soviet
expansionism. It will aid states that are capable of con-
tributing to regional stability and especially those that
can take the initiative against client or proxy states of
the Soviet Union. High priority will also be given to
acquiring the regional military presence for the United
States that can deter Soviet activity and can make other
states willing to undertake cooperative measures with us.

-- U.S. policy will seek to make systematic global use
of these separate relationships, so that they reinforce
... each other in countering the USSR. It also-should integrate
the political, economic, and military arms of Western power.
These mutually supportive policies can create the resources
and instruments needed for effectively waging East-West
competition.

—- Fourth, to drive up the costs to the Soviet Union
of global competition and.to undermine 1ts past gains.

L

U.S. policy will aim to discourage Soviet use of proxies
to expand its influence, to erode past Soviet gains. and to
deter risk-taking. . -

-- The Soviet Union has been able to limit both the’
risks and costs of expansion by use of a network of proxy
states and movements. The U.S. will seek to discourage the
further use and growth of the Soviet proxy networkz: Tt will identify
and exploit the peculiar vulnerablllities oI 1ndiviaual
Soviet proxies in order to preoccupy them with thelr own
problems, without driving''them further into Moscow's embrace.

It will limit their activities by driving up the costs of

- doing the Soviet's work. 1o the extent possible it will
provide carrots and sticks to encourage them to turn away o
from the Soviets. It alsb will demonstrate to the Soviet s .
Tnion tnat wiaened use of proxies ralses the IisXs'or
dangerous unproductive confrontations and undermines pro-
spects for cooperative activities in areas of interest to

Moscow.

~- Where past Soviet gains have created new targets
for Western policy, the U.S. will seek to increase both
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the military and economic drain on Soviet resources and
attention that they require. In Eastern Europe, a
differentiated U.S. .policy will encourage greater foreign
policy autonomy, domestic liberalization and enhanced
Westernization, seeking in particular to exploit endemic
East European economic problems to this end.

-- We will work to ensure a contlnulng political and
economic cost for the Soviet occupation of Afghanlstan in
the aftermath of the partial lifting of the grain embargo.
More broadly, !we will drive up the cost to the Soviets
through allied cooperation to control technology exchange
and broad trade policy.

A -

-~ Fifth, to ‘take the ideological offensive.

The Soviet Union, by virtue of its arthritic system, of
its expansionism and of the activities of and difficulties
confronting the regimes it has created and supported beyond
its borders, is vulnerable to moral and ideological counter-
attack. U.S. policy will exploit this vulnerabilitv.

== The U.S. will seek to imbue the developing world
with a positive vision of the fL;ure, rather
than relying only on a negative view of a world free from
Soviet domination. By promotlng peaceful democratic change,
U.S. policy will be able to give substasnce to this postive
view and prevent the emergence of Soviet opportunities.

=- The U.S. will be more outspoken in support of
institutions and practices that reflect our free way of
life, while being more forthright in confronting those
fundamentally hostile to ms. In doing this we will need
to distinguish carefully between those who fundamentally
oppose us and others (e. g. Zimbabwe) with whom we can
work. By continuing attention to the systematic denial
of human rights in.the Saviet Union, U.S. policy will seek
to throw the Soviets on the defensive internationally. 1In
this way, and by highlighting the historic Soviet unre-
sponsiveness to the true development ' needs of the Third
World, we can reduce the influence that the Soviet Union
and its proxies have enjoyed among the populace and opinion
leaders in LDCs as well as in international organizations
and the Non-Aligned Movement.

-~ Soviet pressures on Poland must be cited to
remind others that Soviet policy aims above all at denizl
of the rights of states, imposing a Brezhnev Doctrine-type
"limited sovereignty" on them, and the creation of spheres
- of infludpgmevehBoriReirme 200710208 A RDP84B00049R000400750009-2
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-~ Sixth, to maintain effective communications with
the Soviet Union, and to preserve options for some positive
interaction with the USSR, on the basis of reciprocity and
U.S. national interests.

A reqular US/Soviet dialogue is not incompatible with
a more competitive US East-West policy. Indeed, effective
communication is essential to prevent dangerous misunder-
standings of our intentions and resolve, particularly at
moments of high tension. We must ensure that the USSR
neither exaggerates nor underestimates our purpose, and
we should demonstrate our openness to constructive Soviet
apporoaches.

+“'The scope of cooperative activities will inevitably be
limited to bare necessities ,in the short term. We need eas
a first priority to right the military balance and constrain
Soviet international behavior. Holding up a vision of a
more stable, mutually satisfactory East-West relationship
in the longer-term future also could provide the Soviets with
séme additional incentives for restraint and increase prospects
for allied cooperation. - .

Visible US/Soviet contacts -- and appropriate nedotia-

tions -- can be-used in seeking to sustain political support
at home and in allied countries for a competitive-Western
policy toward the USSR. But such contacts must not prevent
us from vigorously defendinc our policies in public. ~Nor can
they be allowed to divert us from necessary tough and costly
measures by falsely suggesting that fundamental differences
have been resolved. The Soviets can be expected to exploit
such contacts and seek to convince our allies and our own
public that negotiations should become a substitute for force-
ful political, economic :and military measures. Moscow also
will make major efforts to divide us from our allies on these
issues. We must firmlv resist these Soviet eifforts.

4

. 1}

We need to subject all oroposals for negotiations to
rigorous USG and allied review and ensure that our partici-
pation and negotiating strategy are consistent with clearly
defined Western interests. Certain negotiating forums can
be useful for either arms control or political purposes; we
should know the difference. In European arms control dis-
cussions, for example, we can challenge the Soviets to
accept true parity at reduced levels; in other East-West
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forums, such as CSCE, we can challenge them to honor com-
mitments made and to build East-West relations on the
basis of strict reciprocity.

We must recognize that US/Soviet bilateral diplomacy
can sometimes undermine our larger purposes. In Third
World crisis areas, in particular, where we aim to work
closely with our friends in building barriers to Soviet
influence, the Soviet Union generally will not be helpful.
We should recognize the limitations -- and disadvantages --
of seeking to involve Moscow in the peaceful resolution of
regional disputes and should not expand or legitimize the
Soviet role. 1Instead, the West should exploit its singular
capdcity to work with the key parties to suach disputes.
Finally, if in the longer term the Soviet Union seeks to
deal with its internal or international liabilities through
genuine cooperation with the West, we should be prepared to
conduct meaningful negotiations, ensuring that our overall
interests are protected.

i
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II - The Soviet Challenge

Soviet Assets

In reaching its present position, the Soviets have made
use of a series of diplomatic,  ideological, paramilitary,
military subversive,and to a more limited extent, econamic assets. }.
They have increased their own capabilities but have also
been able to use those of others. While exploiting politi-
cal opportunities in the Third World, they have also under-
stood _and capitalized_on_the opportunities created by divisn
and irresolution in the West.

The Soviet Union's current advantages in its competition
with the West inclugde: T

-r'First, a favorable military balance. _

. Thanks to its steady military buildup over a period
when the Western powers were largely resting on their laurels
or actually disinvesting in defense, Moscow enjoys significant
and growing military advantages in key regions, accompanied by
a greatly improved nuclear balance, and increasingly will be
able to project greater force to areas distant from the USSR.
It also enjoys geo-strategic advantages from its préximity to
Western Europe, Japan and the vital Persian Gulf area. Despite
current and prospective increases in Western defense spending,
the Soviet military edge is likely to widen in the short-term.

-

-- Second, growing "coercive benefit."

Mosccw derives considerable "coercive benefit" from
the fact that its forces have recently been used. Soviet
willingness to use its forces in combat to advance its inter-
ests has probably made the Soviets at least somewhat more self-
confident militarily and has almost certainly instilled
greater fear in others, thereby increasing the intimidatory value
of Soviet power. ' '

- -- Third, residual Western attachment to the 'forms of

detente. . X

Moscow profits.from the existence of widesprea@ commit—~

ment to various manifestations of detente, especially in parts
of Western Europe. This creates a receptive audience for Soviet
peace initiatives and helps Moscow to mobilize pressure against
Western programs that focus on the competitive essence of‘East-West
relations instead of on cooperation. The Soviets play skill-
fully on such sentiments, counting on them to temper European .
reactions to Soviet adventures such as Afghanistan anq manipulat-

- ing then throuch "peace offensives" to forestall significant

' Western defense initiatives. Western programs designed to compete
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actively have to overcome the inertia of a decade, seem
infeasible to many because of long lead times, are perceived
as financially draining, and in any case are seen as
threatening to important economic interests and ties.

-- PFourth, a network of proxies and supporters.

Moscow benefits from well-trained and disciplined
proxy forces whose actions often promote Soviet interests
at relatively low risk. Even when the Soviet Union provides
not only strategic cover but logistic support for proxy
operations, it faces a minimal risk of direct retaliation and
a greater chance of evading direct responsibility for on-the-
spot failures. The Soviets also derive considerable, if less
dramatic, benefit from communist parties and other organiza-
tions.throughout the world which can be counted on actively
to support the Soviet line on appropriate occasions and to
provide a base for subversive operations.

- mifth, ability to exploit instability.

Moscow is well-positioned to profit from recurrent
instability in "Third World" countries and regions in which
the West has important strategic, economic and political .
stakes and interests. It enjoys a basic geostrategic cd<
vantage over the West vis-a-vis Southwest Asia and the Per-
sian Gulf, is subject to far fewer constraints in the use of
covert action, and is less vulnerable to charges of-neo-
colonialism. In Muslim areas generally, and Southwest Asia
in particular, it has sizeable cohorts of Soviet :
agents and advisors who are co-religionists and ethnic kins-
men of crucial native target groups and populations; (as they
have found in Afghanistan, however, this can be a mixed blessing).
Soviet advantages are not only geographic. New governments
facing major internal opposition often lean toward the So-
viet Union, which can rapidly deploy its power and resources
either directly or indirectly to help in the forceful consol-
idation of a friendly regime. -

- Sixth, extensive mineral and other resources of
interest - to. the West. :

While other sources are available, the US and its
Allies rely on several unstable Third World areas, and to a
lesser extent on the USSR itself, for the supply of important
minerals and raw materials. The US currently imports some
special metals from the Soviet Union. Europe relies on the
Soviets for a wider range of inputs. In the absence of
alternative secure sources of supply, denial of the Soviet
market would produce some significant dislocations in
Western economies. The USSR, on the other hand, is self-
sufficient in almost all strategic minerals.

‘Approved For Release 2007/028xr£hA-RDP84B00049R000400750009-2




SECRET -
: . Approved For Release 2007702708 : CIA-RDP84B00049R000400750009-2
‘ II-3

-- Finally, relative freedom from domestic political
constraints. :

Moscow can be relatively confident -- especially given
an ethos that emphasizes security above all else -- that it
will not be forced to sacrifice guns for butter by debates
within the elite or by a politically articulate and organized
domestic opposition capable of displacing the incumbent rulers.
In fact, Western defense programs are used routinely to
justify the high level of Soviet arms expenditures.

Each of these assets has increased in value in the
past several years, in part because of their obvious inter-
action. Political instability, for example, will create

.openinds for Soviet proxy governments and movements, which
are then able to exploit them against the backdrop -- and
implicit protection -- of Soviet military power. Similarly,
the Soviets may attempt to deflect the West from restoring
a satisfactory military balance not only through blandish-
ments and "appeals to reason," but also by military intimi-
dation, redundant threats, and by political pressures that
rest on their superior military force.

Soviet Liabilities

The foundations of Soviet power and policy as developed
in the past decade are also flawed by considerable weakness.,
The GNP of the United States, Western Europe and Japan 1s:

. more than four time greater than that of the Soviet Union.
This edge is not merely quantitative but qualitative, and
potentially offers the material foundation of a superior
military establishment. Moreover, the economic vitality of
the West ~-- even in the doldrums -- creates a magnetic force
drawing other econcmies -- even those of the other side --
toward its orbit.

i The effort to restore a military balance favorable to the
West and to achieve our othe¥ objectives will be aided by the
emergence and rrobable intensification of several major Soviet
vulnerabilities. Together with our Allies, we will want to
exploit those vulnerabilities. .
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~- FPirst, political discontinuity.

The USSR is on the verge of a wholesale leadership
transition which could impede the systematic exploitation of ‘
its competitive advantages for a considerable period of time
and might even eventuate in_a severe political succession
struggle. The outlines of such a struggle are hard to pre-
dict now, in part due to Brezhnev's reluctance to designate
a successor and make other pertinent preparations. This
could result in a process more chaotic than has been pre-
dicted, with some potential novel political alignments;

(e.g., because of resource scarcities the militgry and the
heavy-industrial bureaucracies, traditional allies, could
work against each other). However, these problems do not
preclude a still more assertive foreign policy by a new Soviet

-- leadership team.

Even if Brezhnev leaves and the immediate transition
is marked by continuity, collectivity and institutional stab-
ility, a new leader may not establish preeminence for some
£ime. 1t seems likely that, following intense jockeying for.
power, the eventual leadership will remain preoccupied with
enhancing their own authority and that of the Party, both in
the USSR and in Eastern Europe; will be sensitive to any per-
ceived probing for weakness from abroad, above all from: the
US; and will place domestic priority on control from above and
security priority on the amassing of military power; The ef-
fects of the succession on foreign policy remain extremely
difficult to predict, and not all of them are benign. 'A new
leadership determined to protect itself internally may be pre-
pared to take some risks externally. '

: Personalities of new leaders will have a significant
role, but we will understand how this works only partially and
in retrospect. Moreover, :initial impressions may well be mis-
leading as contenders take one line to get power and another

. to keep it. Whatever their long-~range perspectives about the
world correlation of forces, these men will be preoccupied
with short-term opportunities and, more often than not, with
reactive tactics. .It will therefore be a mistake to judge the
broad direction of Soviet foreign policy from every new speech
or article by an official ideoclogue.’
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- Second, hostility of other major powers.

All of the major industrial powers see the USSR as.
the principal threat to their security. All of the other
nuclear powers target the USSR. China's determination to
rise to the ranks of a great power by the end of the century
and the rapproachment between the West and China, if it con-
tinues, will remain very worrisome for the Soviets. Moscow
could face a broad anti~Soviet political coalition emerging
in the period ahead, with a more active US superpower at the

lead.

n= Third, internal economic slowdown._

The USSR is entering a period of growing economic
stringency which will be marked by very low (1.5-2.5% per an-
num) GNP crowth rates. This will make it increasingly dif-
ficult for the regime to continue its lavish defense spend-
ing without mortgaging the industrial foundations of its
long-term military power. Second, although not organized,
it is believed that increasing consumer dissatisfaction .
over food and goods shortages 1S of growing concern to the
Soviet regime. Third, economic problems are increasing
pressure to intreduce reform predicated upon a decentraliz-
ation in decisionmaking in the economic sphere -- as concept
that is anathema to Soviet leaders. Finally, emerging dom--
estic economic difficulties pose a threat to Soviet foreign
policy by increasing the burden of subsidizing the econom-
ies of poorer allies such as Cuba and by tarnishing the
image of the Soviet system as a development model for Third
World countries. However, Moscow will continue to be these
costs as long as such allies continue to provide significant

geopolitical advantages.

Although the economic problems described above are
formidable, we must be cargful not to overestimate the op--
portunities for the US to ‘exploit or profit from these weak-
nesses. Consumer dissatisfaction may continue to be of
secondary concern relative to military and foreign policy
considerations. As a result of past policy decisions which
kept bilateral economic relations at & low level, the US has
few meaningful handles of economic leverage vis-a-vis Moscow.
In addition, the West European stake in economic relations with
the USSR and Eastern Europe is significant and important to
the West Europeans. More seriously, economic difficulties
only affect the growth of the Soviet military establishment;
slow or continued but costly growth does not mean that mili-
tary power will not be exercised. Nor are the Soviets
likely in the next decade to be deterred for economic rea-
sons from pursuing fundamental political objectives through
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Nevertheless, given the expected change in leadership
and the prospect that the next generation may be less content
to .have external success substitute for internal progress, the
Soviet leadership of the mid~to-late 1980s could be more preoc-
cupied with internal problems.

--  Fourth, unfavorable;internal trends.

The Soviet Union is composed of dozers of nationali-
ties, many of which resent Russian domination and are poten-
tially susceptible to the attractions of national self-asser-
tiveness and self-determination. Demographic tzends are
compouhding the problem, with the birth rates of non-Slavic
minorities far exceeding those in the Slavic Soviet republics.
A particularly serious problem could be posed by Soviet Mus-
lims, who will soon constitute over 20% of the population (30%
of draft age males). While Muslims within the Soviet Union
have as yet shown little evidence of identification with the
Islamic resurgence south of the Soviet border, such a develop-
ment cannot be ruled out.

A separate problem is how to deal with the long-term
impact of such modest liberalization as has occurred within
the Soviet Union~ sihce Stalin's death. The Soviet regime has
for the moment managed to clamp a firm lid on extemal mani-~
festations of dissent, but it has clearly failed to eliminate
it. And developments in Eastern Europe hold potential for
affecting the situation within the Soviet Union over time.

- Fifth, unfavorable trends on Soviet borders.

Developments in ,Poland have demonstrated the diffi-
culties currently facing Moscow in preserving the post-World
War II buffer zone in Eastern Europe. In varying degrees the
trends so dramatically manifesting themselves in'Poland can
be found throughout Eastern Eurcpe. And short o< resort to
overpowering use of force, Moscow shows no sign of .knowing

-

how to get the genie back in the bottle.

In Afghanistan, meanwhile, Soviet use of force has
been unsuccessrul in establishing an acceptable and enduring
status quo from Moscow's perspective. The Soviets face a
protracted insurrection which they cannot win without in-
vesting far greater forces -- and thereby risking domestic
repercussions -- and which could become even more effective
with greater foreign support.
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Finally, the US-PRC rapprochement and particularly
the expansion of relations in the security sphere touches

the most deep—seated Soviet fears of encirclement. The con-
tinuing expansion of Soviet military capabilities along its
Chinese borders bears witness to the degree of Soviet concern.

- Sixth, the international diffusion of power.

The increasing number of states that have greater
power to assert their independence and resist external direc-—
tion will, especially as Soviet interests are defined more
globally, pose great problems lor the Soviet Union. Moscow
also faces the endurlng hostility of China directly across
its bbrders, the growing rejection of Marxism-Leninism as a
model of development for Thlrd,World states, and (in those
states where it has established a position of some sort) the
prospect that political instability will be at Soviet
expense.
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III. National Security Policy

Introduction

Our national security policv must rectify a deteriora-
tion across the spectrum of our defense posture towards
the Soviet Union. The Soviets, through a long-term program
of investment and modernization, have increased the already-
substantial margin of superiority in conventional forces
they possessed in the 1950's. While this shift’ is evicdent
in many regional theaters, it is particularly acute in the
broad Persian Gulf/Mideast reqion, where the loss of a key American ally, Iran,
has exposed an enormous new Western vulnerability. The
Soviets have at the same time built up a network of proxies
and aurrogates throughout the Third World to supplement
their own direct force projection capabilities. These
changes have taken place against the background of a con-
tinuing shift in the central strategic and theater nuclear
balances, which has burdened the US option of using esca-
lation as a means of correcting regional force deficiencies.
This problem will continue until at least the mig-1980's,
and may confer on the Soviets 2 margin of strategic superi-

oritv. s .2

The US defense effort must be accelerated across the
board, in response to the growth in Soviet military capabil-
ities and the international instabilities which increase the
likelihood they will be employed. Particular emphasis must
be placed on the procurement of systems which exploit 'US
strengths, and take advantage of Soviet vulnerabilities,
including the vulnerability of Soviet proxies. The task can

be divided into two areas:

-- Nuclear forces;”"ye must redress the current imbalance
through a comprehensive modernization program designed to
strengthen deterrence. This program mu§t 1mpr9ve~our

‘ : - second strike forces for destroying Sov1et.m111tary assets

| and achieve a deterrent capability (inc%udlng command and
control systems) for enduring survival. in a guclear war.
The Soviets must perceive, in all contingencies, the costs
of initiating strategic or theater nuclear attacks as
higher than the potential gains.
- a rapid deployment force capable of meeting
Soviet and regional threats in the Persian
" Gulf;
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- the maritime superioritv required to put
~at risk Soviet naval forces, to project
_forces worldvidef/and to protect our economic

interests.

- creating an arms transfer mechanism to better
assist US allies and friends and counter Soviet
proxies.

Nuclear Force Posture

The cornerstone of our defense posture will continue
to be our nuclear forces. We must rebuild a strategic
and theater nuclear posture which persuades the Soviets
that they would face a strong prospect of defeat if a
nuclear conflict occurred. That posture should ensure
that the Soviets perceive no advantage in initiating a
nuclear conflict, launching a preemptive nuclear strike,
nor in embarking on a course of action which runs serious
risks of nuclear escalation. Our theater nuclear forces
must be designed and deployed to mazke the risks of escala-
tion unmistakable and to strengthen the credibility of our
nuclear guarantee to respond to threats to allied.security.
We must not only modernize our existing theater nuclear’
forces in Europe but also maintain nuclear options for*
other high-stakes areas.

We need to be sensitive to the very real limits on_our
ability to use our nuclear posture as a broad and positive
instrument of policy and to the dangers that we -- or, more
likely, our allies -- will succumb to the temptation to
view nuclear weapons as _substitutes for the gorce improve-=
ments needed to achieve strenathened conventlgnal'capabl;—
ities. We must determine what balance to strike in partlc-
ular theaters between our: conventional and nuc}ear force _
postures. We also must decide wnether, if regional superi-
ority is impossible, existing Soviet_advantages must be
balanced by a US superiority in pertinent 9uglear forces._
We also need to be careful that our recognition of the. .
extended regquirements which US nuclear forces must satisly
not be mistaken for any eagerness to provoke a nuclear con-
flict nor to encourage escalation.

Our nuclear force improvements cannot be based qn a
false doctrinal dichotomy between deterrence and defense.

The deterrent value of our nuclear forces de;ive§ from
their operational capabilities, not_grom the}r simple
existence. Their effectiveness in discouragilng
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Soviet adventurism -- whether spawned by opportunism or
desperation -- depends on their ability to defeat a

" Soviet attack or otherwise deny the Soviets their objec-
tives, and limit damage to the Amerlcan homeland.

Our nuclear force improvements should be measured not
simply by static quantitative measures, but by qualitative
advances that have a practical military significance as
well. We need to give special attention to the survivabil-
ity and endurance of the NCA and C3I even as we improve
those qualities of the nuclear systems themselves; to pro-
cure forces and design employment ¢ options that directly

_nlnatlon on terms favorable to the US and its allles; to take
strategic defense seriously; “and to 1mpr6§€“£he survivability
of our space assets. We also must maintain a survivable
land-based missile force. "Moreover, by increasing the accuracy
of our missiles, we can exploit an American technologlcal
advantage and render more vulnerable the large Soviet invest-
ment in fixed land-based ICBMs. Finally, consideration of
effective anti-ballistic missile systems also shouid be :

con51dered.

Conventional Farce Posture

US conventional forces are presently 1nsuf;1c1ent
to meet all of our security needs.
Even without the fall of the Saah and the present turmo;l
in the Persian Gulf, we would have had to take measures to
substantially modernize and expand our capabilities in
regional theaters like Europe and Asia in the face of
Moscow's steady buildup and our loss of a counterbalancing
margin of strategic superiority. Unfortunately, we face

the additional reguirement of creating a capability to
intervene in the Gulf to preserve Western access to oil
against Soviet or regional threats. Our vulnerability in
the Gulf, moreover, must' be corrected with particular
urgency, since the znstability that invites Soviet inter-
ference exists now (as in Iran) and could lead to a major
crisis in the immediate future. While we currently have
no alternative but to divert and designate forces normally
assigned to other theaters to cover the Persian Gulf, over
the long run we must expand our force structure to‘deal
with this specific contingency. We cannot meet this new
threat simply by reshuffling our already-insufficient
forces and exposing even greater vulnerabilities in Europe
and Asia, particularly since the Soviet Union has the power
to pressure us on several fronts simultaneously.
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Our conventional force requirements are large. 1In
Europe and Asia, we must be prepared to meet a massive
short-warning attack and to wage, if necessary, a more
protracted conflict. We can partially offset the sheer
weight of Soviet land power by the intelligent exploita-
tion of Soviet weaknesses. For example, the USSR is
geographically large and yet has limited access to warm
waters; SLCM deployments can force the Soviets to invest
in costly air defenses and will render much of their fleet
vulnerable. Such deployments would, of course, have to be
pursued with due regard for any potential political impact
on the LRTNF decision. (Other measures are suggested in
Sections IV and V.) In the Gulf, we cannot expect to match
the Russians in the event of an all-out, determined Soviet
invasion, but we can hope to raise the costs and risks
sufficiently so as to deter the Soviets, and to deal with
less demanding but more likely regional threats. We must
seek to regain clear-cut maritime superiority, both in
terms of ships and shore-based air power. This is a neces-
sity imposed on us by the fact that we, unlike the Soviets,
are dependent on sea lines of communications to meet our
Alliance commitments as well as our economic and security
needs.

Finally, our Third World policy to counter Soviet ':
proxies recuires improvements in the arms transfer process.
The Soviet Uniom presently has a significant advantage over
the US insofar as it can supply its clients with large
quantities of arms rapidly out of present inventories. .
While top of the line US weapons are generally more techno-
logically sophisticated than comparable Soviet designs,
Soviet weapons are often better suited to the skill levels
of Third World countries. The US needs to reduce order lead-
times and costs for commonly-used items like tanks, APCs,
and combat aircraft, where feasible through the establishment
of a funded contingency pool. We also need more flexibility
in the terms we can offer, particularly to financially hard-
pressed states. For some countries, a return to modest grant
aid programs will be the enly feasible solution. Meanwhile,
our security assistance representatives abroad should be
given greater latitude to engage in planning discussions
with their hosts. .

Arms Control

The United States should pursue a realistic arms control

policy, whose purpose is directly to enhance US national security
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through a strengthened balance of power and balanced, veri-
fiable agreements, facilitating our force modernization,
plans. While in some circumstances these goals lay De achieved
through reduction in overall levels of armaments, we should
not seek disarmament or restrictions on new technologies
for their own sake in the unrealistic hope that such measures
per se will lead to a more peaceful world. We need to
recognize that many force modernization measures and techno-
logical advances actually could contribute to the goal of
arms control, i.e., stability. Nor should arms control be

ursued for the sake of purely vsychological improvements

in relations between the US and the USSR,_or in the vague hope
that an admittedly limited agreement now will set in train a
process that will Tead to larger and more substantive agree-
ments later. Indeed, agreements negotiated simply to improve
the atmosphere of super-power relations but which de not
affect the actual course of Soviet weapons development and
deployment can be more harmful than none at all, insofar as

-+ they create the mistaken impression that US-“national security
has been enhanced, or that Soviet intentions are as a conse-
guence more benign.

Instead, we need to set a tougher substantive standaxd
for what we expect out Of arms control agreements, and be
prepared to accept no agreements at ail if these standards
*-o not met. The standards should be premised on:i (1) having
arms control support, rather than drive, U.S. militarv pro-
grams, and (2) insuring that agreements are genuinely stabi-
lizing, militarily.-significant, equitable and verifiable.

- This will inevitably be a long process, and US leaders
should anticipate -- and prepare the American public to
accept -- the need for considerable patience. The US needs
to establish firmly the primacy of unilateral military pro-
grams as the basis for ensuring national security, and to
impress on the Soviets that we intend to deal with them from
a strong position. Moreover, we will require time both to
conduct a thorough analysis of our security needs and to
determine specifically where arms control might be helpful.

- In any event, negotiations are unlikely to result in signifi-
cant progress at least until we are clearly on the roac to
redressing current militdry imbalances.

We will insist that arms control agreements be eguitable
and verifiable. We will require precision in treaty pro-

visions-.
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When agreements are in force, we must insist upon strict
Soviet compliance and, if not satisfied with Soviet com-
pliance with agreements, we must be prepared to withdraw
from the agreements. An active approach to compliance
matters would have intrinsic security value.

. We will face pressure from our Allies and other countries
ready to resume the arms control process well before we are
prepared to engage in substantive negotiations. Our 2aAllies
recognize that the Administration will need time to formulate_
long-term security policy, but_some face strong azms ccntzol con-
stituencies at home and are concerned that the necessary politi-
cal base for European defense modernization will be undermined |
unless a visible arms control process 1s resumed fairly oromptly.

We need to pursue an arms control strategy that will
reet these Allied concerns while at the same tire DreserVLng
US flexibility for future negotiations. Elements Of such
a strategy would be close and *visible consultations with the
Allies._2nd a.declaratory policy that makes clear our commit-
rment both to the general goals and to a well-designed process
of arms control. But our strategy should seek to counter
Soviet arms control propaganda, and to make clear the impor-
tance we attach to compliance with existing arms -control
agreements. Both in public and in multilatera fora we should
expose the hollowness of the Soviets' arms control initiatives
and put them on the defensive, particularly on key issues such
as their unwillingnéss to consider adequate verification measures.
Also, we must begin, both in public statements and‘prlvate 25X1
consultations, to lower expectations -- at home and in
Western Europe -- over what arms control can accomplish.

We will need to reinforce ou;légclaratorilpommitment to
an arms control process by participating where appropriate
in negotiations with Moscow. The US decision to start LRTNF
negotlatlons by the end of: this year is a specific example
oif this approach But we should prevent the December 1979
LRTNF decision -- coupling force modernization with arms

control -- from becoming a model for future arms decisions.

[}
[}

-
¢
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Faced with Sov:et determination to continue its nilitary
builgup and in light of recent Soviet internaticial behavior,
we might well ques' ion whether the West's trade ind economic - - <.
policies during th decade of detente did not ccitribute more 25X1
to Soviet power thin to the long range restrictiins on its .
power that the det-nte philosophy seemed to prorise. In the
present cpntext of U.S.-Soviet competition, we rist refashion
East-West economic relations to make them consistent with broad
US political-military objectives.

Strains in the Solict Economy

In one sense, our national power is a functio: of the
. wealth of resources at US comrand (military, econo::iec, cultural),
relative to the resources belonging to or utilized by tha USSR, --
its allies and prcxies. On the economic side, the:e is suf-
ficient evidence to permit the observance that the Soviet economy
..faces ferious strzins in the decade ahead. Sutsta: tial decline

in growth will uncarcut pursuit of Moscow's obj:ct:ves to DA
(a) maintain its rilitary edge, (b] -expand the ind Stxi? v :
and (c) respond tc_consuner expectations ror inpro ed IIVing ¢con=- |

ditions and welfa:e.

The major factors tending to slow down the ra e of growth
in _the Soviet ecorcmy are:

. < -3
—- Thé dryinc up of sources of laor foree gr wth; .

-- A slowdowf_iﬁ the growth of canital p;cduc.ivity;

- - AZ inefficient and undependablz agricu: tur:;

-~ Energy co: rtraints. The propcsition t.at :he Soviet
Union faces a potirtial olil problem is widely ..cce >ted even in
the USSR. Among 'S experts, there is disagree :ent over when the
shortage might ociur and how large it will be. Ev:n if we accept
the CIA's worst c.se scenario for oil productii n (>roduction
already peaked anc declining within 1-3 years) th: USSR's total

- primary energy ou:put will continue tc grow tloug: at only half
the Soviet planne« rate of 3-4 percént. The siort’all, together
with declining in rements to the labor force a:4d s :rained in-
vestment resource: will lower overall Soviet e:onc :ic growth and
inhibit improvemer ts in consurar welfa-e, but is n .t Iikely
to cause a recess. cn-type slunp. JIn Eastern Eror: the effects
may be more_ sewver: than in the USSR given the cons:raints on
the different nat:onal capabilities to pay higi.er :2nergy bills.
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Faced with Soviet determination to continue its military
buildup and in light of recent Soviet internmational behavior,
we might well question whether the West's trade and economic
policies during the decade of detente did not contribute more to 25X 1
Soviet power than to the long range restrictions on its power
that the detente philosophy seemed to promise. In the present

context of U.S.-Soviet competition, we must refashion East-
West economic relations|so that the Soviet Union 1s not helped
to _strengthen itself militarilv or to escape the full costs of

its emergent intermal economic crisis}

Strains in the Soviet Economy

In one sense, our national power is a function of the
wealth of resources at US command (military, economic, cultural),
relative to the resources belonging to or utilized by the USSR,
its allies and proxies. On the economic side, there is suf-
ficient evidence to _permit the observance that the Soviet economy
.faces derious strains in the decade ahead. Substantial decline
in growth will undercut pursuit.of Moscow's objectives to
{(a) maintain 1ts military edge, (b) -expand the industrial base,
and (c) respond to consumer expectations Ior improved liVing con-
ditions and welfare.

The major factors tending to slow down the rate of growth
in the Soviet economy are:

-= The dryving dp,of sources of labor force growth;

-- A slowdown in the growth of capital productivity:

-~ An inefficient and undependable agriculture:;

~ —= Energy constraints. The proposition that the Soviet
-Union faces a potential o1l problem is widely accepted even in
the USSR. Among US experts, there is disagreement over when the
shortage might occur and how large it will be. Even if we accept
the CIA's worst case scenario for oil production (production
already peaked and declining within 1-3 years), the USSR's total
primary energy output will continue to grow. though at only half -
the Soviet planned rate of 3-4 percént. The shortfall, together
with declining increments #o the labor force and strained in-
vestment resources will lower overall Soviet economic arowth and
innibit improvements-in consumer weliare, but is not like Yy

to cause a recession-type slump. In Eastern Europe the effects
mav be more severe than in the USSR given the constraints on

the different national capabilities to pay higher energy bills.
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There are cdif:<ring opinicns of Scviet pro:pects for

finding rore oil, Lut none are too prorising. loreosver, the
most’favorahle are-r are in Siberia and the Far Eac:, where-— = <
“infrastructure is lecking and where the costs 0. devzlopment - *
(including transport; will be riuch higher. Even if explora- :
tion is successful, it is doubtful that new discover-ies in

these areas” could bc develcped fzst enoulh to al:er -he pro-

duction od};ook over the decade unless the Soviuvts receive

the substaptial help they are seeking from the Vest.

25X1

New discoveries would affect the Sovieta' percep-ion of

whether they will face a temporary oil problem that can be
overcome or whether they will have to cope with z lonag and
continuous downward trend. While it is not in the W>stexn
security interest to have the Soviets competing ior :orld
energy resources, neither is it in the intereat «¢f the West to

facilitate Soviet access to technology which would give them an
independent capability to improve oil and gas output and .
infrastructure. We should approve exports of oil an:! gas »°
end-use equipment after review on a case by case bas:s.

L)

Correlation of Forces

The Soviets f- jucntly : -2 the term correlation of forces
and it is igportanc that we understand their viev of the term
as a summation of a!l aspects of relative internctioi:al
power--particularly the relationship between quiet power and
the countervailing forces led by the U.S.

Largely becauSe~of the dramatic shift in th: military
rlace 1n the 1970's, the Sovicet lcadership
Eeems to act on the Lelief that a global shift i un lerway in

the correlation of f{crces 2nd that this shift is or can be made
to favor the Soviet camp. o

It is clearly in the interests of the U.S. tc de: onstrate
(a) that the correl.tion of forces is not in favcr o the USSR,
and (b) that despit: imports of technololy, manufict: red
products, and grain, continued high levels of def:=ns: spending

will exact growing punishment on a Soviet economy whcse growth
trends point downward.
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There are differing opinions of Soviet prospects for
finding more oil, but none are too promising. Moreover, the
most favorable areas are in Siberia and the Far East, where
infrastructure is lacking and where the costs of development
(including transport) will be much higher. Even if explora-
tion is successful, it is doubtful that new discoveries in
these areas could be developed fast enough to alter the pro- 25X1
duction outlook over the decade unless the Soviets receive
the substantial help they are seeking from the West.

While it is not in the Western interest for the Soviets
to use force in competing for world energy resources, neither
is it in the interest of the West to facilitate the rapid
expansion of Soviet energy production, subsidize the Soviet
energy development program or assist the Soviets in developing
export markets for energy products such as oil, refined oil
products, or natural gas.

Correlation of Forces

In light of the factors regarding growth and dynamism in
the Soviet economy, U.S. and Allied economic policy can likely
influence the rate of growth in key Soviet economic sectors as
well as the USSR's ability to support both specific military
and civilian industrial and technological advances without
incurring additional costs and forcing hard allocations of
resources. 25X1

The Soviets fregquently use the term correlation of forces
and it is important that we understand their view of the term
as a summation of all aspects of relative international power--
particularly their relationship between Soviet power and the
countervailing forces led by the U.S.

Largely because of the dramatic shift in the military
balance which took place in the 1970's, the Soviet leadership
seems to act on the belief that a global shift is underway
in the correlation of forces and that this shift is or can be
made to favor the Soviet camp. : .

It is clearly in the interests of the U.S. to demonstrate
that the correlation of forces is not in favor of the USSR;
that the Soviet economy has been artifically bouyed up over
the past decade by high levels of imports and technology, manu-
factured products, and grain, and that continued high levels of
defense spending will exact growing punishment on a Soviet
economy whose growth trends point downward.
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Under”current circumstances, for the Soviets t¢ sustain
defense sbending 'n the range of 13-15 percent >r 1Oore of GNP
s produfing stra:ns on the economy. 7The military is already
getting a very lacge ohare Of the GNP pie, and its share is
likely to be main-ained despite the projected econ: aie
difficulties. Th: Soviets are ready to pay the¢ pr-ce. Ve

should not make it easy for the Soviets to expznd ~helr
de in which tte S5 :viets are

military. We are cntering a deca

closer to exgloit;ble militarv augez{orItx thar th 'y have ever
been and we must ensure That western exports tc them do not
contribute to that trend.

.- ) - ,

Allied Economic dbjectives

Soviet mili:-anc creates a need and sovi :t ¢ cononic
difficulties 1~;ideyan ~ ortonity cor the Wastczn alllies to
further their ob jectives by pursuing a more T Sor: inated amd
competitive ecor.~mic policy toward the Soviet Un on across a
range of issues. -~

Eceromic relations with the Soviet Unior an: Eastern
European countries should be consistent with the broad
political-secur:ty obggctives of e

-objectives are:

US and 1ts 2llies. These

—— to strergthen defenses in order to dcal with the
reality of Sovict military powers |

—= to @dimi:ish SQViet.abilitz to wage a suc tessful war
and to counter :he projection ©O Soviet powe’ bc-h direct and
indirect elsewh:re in the w?rld; .

. .
-- to reduce opportunities for Soviet eoncmic OF

psychological l-verage over the West:

- use carrots and sticks in linkinc We :tern economic
relations with MosScow to speci ic improvements 1 Soviet behavior

in the Thixd world;

-- to block Soviet efforts to split the allies.
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Defense Spending

Under current circumstances, for the Soviets to sustain
defense spending -in the range of 13-15 percent or more of GNP
is producing strains on the economy. The military is already.
getting a very large share of the GNP pie, and its share is
likely to be maintained despite the projected economic
difficulties. The Soviets are ready to pay the price. We
should not make it easy for the Soviets to expand their
nilitary. We are entering a decade in which the Soviets are
closer to exploitable military superiority than they have ever
been and much of the imported Western technology is directed 25X1
at military industrial weaknesses.

Soviet defense spending exerts strains on the total
.-economy which can be sharpened if the West enforces tough
constraints on trade, credits, znc technology (know how) and

eguipment.

Allied Economic Objectives

Soviet militancy creates a need and Soviet economic
difficulties provide an opportunitv for the Western allies to
Further their objectives by pursiing a more coordinated arrd
competitive economic policy towarc the Soviet Union across a
range of issues.

Economic relations with the Soviet Union and EaStern
- European countries should be consistent with the broad
political-security objectives of the US and its allies.  These

objectives are:

-- to strengthen defenses in order to deal with the
reality of Soviet military power;

—— to diminish Soviet ability to wage a successful war
- and to counter the projection of Soviet power both direct and

indirect elsewhere in the world;
[}
. )
-- to reduce opportunities for Soviet economic -or

psychological leverage over the West;

-- to use carrots and sticks in linking Western economic
relations with Moscow to specific improvements in Soviet behavior

in the Third World;

"—— to block Soviet efforts to split the allies.
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As the Western natlons seek to deter aggr:ssive Soviet
actions in Poland and elsewhere in the short-t :rm ind to
redress the militi:ry balance with the Soviet U:ior over the
near terpm (3 or 4 years), they must explicitly rec>gnize the
relationghip betw ‘en these objectives and the :oncaict of
economic relation: with the Soviet Union and E .ste -n Europe.
These economic re ations may cnhance Soviet mi its -y cara-
bilities directly transfer technology not oth :rwiie available
which makes a sig:ificant contribution to mili .ary capabilities
indirectly, and cntribute more broadly to Sov et 1bility to-
support military rograms at levels that Weste n c>untries

- . . e e el . o & e~ sawnn —— . —— v - w= -—————

-with different do estic constraints find it in:reesingly ... —— ..

difficult to matc.. Certain ecconomic relation: wi:h the Eaat
may lead to level : of dependence which increas: Western
vulnerability to oclitical influence and coerc.on >y the Soviet

Union.

Given these -onsiderations, the US and it: allies must
pursue discipline!, consistent and where possile coordinatnd
policies toward e onomic rela-ions with the So’iet Union and
the Eastern Europ -an countries. These policie: sr>uld take
account of the di ierent political-security co:ditions which
prevail today ann vhich micht influence the fu:.ure cepurse of
Soviet policy in urope and around the world. .

Assuming tha .-the Soviet-American relatioshin will be
predomingntly ccm:etitive for the foreseeable ‘utirex the
U.S. must take in.i~rpendent actiion where needed anc strongly
lead the allies tward the following coals: .

-- tighten s rategic controls, and improv: tl:ir enforce-
ment, consistency, and predictability of admin.stration;

-~ work to insure that tightened controls prevent the

25X1

transfer of critical military technologies;

-- protect national security interests by appropriately
controlling East-West trade:

-~ improve the CQCOM process by assuring trat views of

defense ministries of participating countries are properly
represented in thz COCOM review process;

~- recognize that foreign policy controls zre = vital
aspect of conting:ncy planning and impose these co:ntrols pri-
marily in criscs, in support of agreed objectives with agreed
conditions for lifting them later (otherwise avoid imposing
such controls); furthermore, to be effective, foreing policy
controls must gencrally be coordinated and impcsed
multilaterally:; -
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‘AS the Western nations seek to deter aggressive Soviet
actions in Poland and elsewhere in the short-term and to
redress the military balance with the Soviet Union over the
near term (3 or 4 years), they must explicitly recognize the
relationship between these objectives and the conduct of
economic relations with the Soviet Union and Eastern Europe.
These economic relations may enhance Soviet military capa-
bilities directly, transfer technology not otherwise available
which makes a significant contribution to military capabilities
indirectly, and contribute more broadly to Soviet ability to
support military programs at levels that Western countries
with different domestic constraints f£ind it increasingly
difficult to match. Certain econonic relations with the East
mav lead to levels of dependence wnich increase Western
vulnerabhility to political influence and coercion by the Soviet

‘Union.

»

Given these considerations, the US and its allies must
pursue disciplined, consistent and where possible coordinated
policies toward economic relations with the Soviet Union and
the Eastern European countries. These policies should take
account of the different political-security conditions which
prevail today and which might influence the future cpurse of
" Soviet policy in Europe and around the world. :

Assuming that-the Soviet-American relationship will be
predominantly competitive for the foreseeable future: the
U.S. must take independent action where needed and strongly
lead the allies toward the following goals:

~-- tighten strategic controls, and improve their enforce-
ment, consistency, and predictability of administratlon;

-- work to insure that tightened controls prevent the 25X
transfer of critical military technologies;

-- recognize the national security interests that need
to be protected by controlling East-West trade;
. . ‘

-~ improve the COCOM process by assuring that defense
interests are properly represented in the COCOM review

process;

-- recognize that foreign policy controls are a vital
aspect of contingency planning and impose these controls pri-
marily in crises, in support of agreed objectives with agreed .
conditions for lifting them later (otherwise avoid imposing
such controls); furthermore, to be effective, foreign policy
controls must generally be imposed multilaterally:

SECRET

Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2




R IR R R R I R R EEEI R EEEEEEEE E RRRE R REIRRRRRERRRRR=.

[3 3

. Approved For Release 2007/@2/88:+6|A-RDP84B00049R000400750009-2

IvV-5

-~ ta identify specific existing dependencies on Eastern
resources and markets and to take action to eliminate the
vulnerabilities attendant to these dependencies; and to
develop collective measures to guard against any new vulner-
abilities;

— insure that East-West economic relations are guided
bv the basic assumptions of the competitive nature of US-
Soviet relations. We have nothing to gain from a situation
of co-existing policies of political-military competition and
economic detente. -

The objective of restructuring East-West economic rela-
tions along these lines can be achieved only with a subtle,
deliberate approach that takes into account allied views,

“‘fears, and vulnerabilities. Our allies have encouraged trade
with the East for both economic‘and political reasons, fre-
quently viewing it as a long range means to better East-West
trade relations. The Soviet Union continues to be viewed as
a natural market for their industrial products, especially
capital equipment, and as an important source of energy and
other raw materials. The current economic slow-down affecting
all of Western Europe and pressures on the Japanese £0 curb
exports to OECD countries enhances the attractiveness oi the
Soviet market and feeds domestic pressures to resist any cut-
backs in exports to the USSR. The allies’ overwhelming
dependence on imported energy and raw materidls generally 25X 1
cause them to view any diversification as beneficial to their
economic security, even if this means increasing imports from
the Soviets.Q?Finally, the Soviets will try to exploit
Jifferences between the United States and Europe on economic

iss:;i:>

We recognize these potential problems and the need for
an evolutionary strategy which must be managed in such a way
as to avoid serious allied discord. But we are convinced

- that the nature of the Soviet threat requires improved allied
efforts to reduce Soviet acgess to militarily relevant pro-
ducts and technologies as well as subsidized credits. We
should use the Ottawa Summit to accord a political impulse
to these policies.

Strategic Controls

The Western allies have administered controls on trade
in strategic goods and technology with the Soviet Union and
Eastern Europe for more than 30 years through the Coordinating
Committee (COCOM). Despite its informal nature, COCOM has
slowed the transfer of militarilv significant goods and
technology to the East. The West has protected lead-time
over the Communist countries in the development and
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application—of militarily significant technologies and has

added to the!costs of Soviet developments in the military - - ~
seétor.. . ‘ S e :

After_the Soviet invasion of Afghanigtan, the COCOM

partners discussed a xange of issues involving sﬁricter

controls on the export of strategic goods and t xchrology

to the Soviet Union and have in practice not soaght exceptions

in COCOM to sell embargoed goods to the Soviet Unicn. The "no
xception” licy should be continued on a perminent basis, at

e
Jeast during the near term period in which the 7est seeks to

overcome Soviet military advantages. There is  clear

. need to lmprove Our controls over advanced goo<s and technologqy

of military significance aS$ well as_enhance OU:’ en foxrcement o
capabilities to deter industrial espionage and divarsion. In ;
addition, COCOM controls on manufacturing technology and soft- 3
wear art somewhat ambiguous and there is 1}itt]l: coverage

such important defense priority support 1ndus£ries as mgtal-
lurqy, chemicals, heavy vehicular transport, and shipbuilding. —

The US and its allies should move rapidly to develop realistic :1
controls in these arQasg. ' :

The question of how to handle East-West trade, technology
transfers, credit policy, and economic boycotts has at times
been divisive bs’ 'een the vw-ited States on the one 3ide and

Europe and_ Japar on- the otner. Yet apart from Polish
contingency planning, there has been insufficient progress
toward working out agreed Western positions and further high
level attention .5 needed. Discussions should go forward in
COCOM and, perhaps in meetings of a revitalizead Conegultative

Group. But the US and its allies may wish to consider whether
the West needs tu create a new forum to conduct periodical
high-level policy discussions called for by the dynamic and

complex issues of East-West econmic relations such ass:

-- new scientifig[technical ggvelg.gmngg. Are _t’.h?re ex::d
uses, especially military applications, which are not immediately
apparant to the developer; . :

-- availability. Are, comparable technologies available
from more than one source

-- intelligenca. wider and timely sh&ging of intelligence
information of COCOM regulations and on Soviet technological
capacities and military needs; i

- cﬁmmer:igl espionage. How to restrict Soviet acquisi—l
tion of technology through other channels;
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application of militarily significant technologies and has
added to the costs of Soviet developments in the military
sector.

After the Soviet invasion of Afghanistan, the COCOM
partners discussed a range of issues involving stricter
controls on the export of strategic goods and technology
+o the Soviet Union and have in practice not sought exceptions
in COCOM to sell embargoed goods to the Soviet Union. The "no
exception" policy should be continued on a permanent basis, at
Jeast during the near term period in which the West seeks to
overcome Soviet military advantages. There is a clear
need toO 1mprove our controls over advanced _goods and technology
of military significance as well as enhance our enforcement '
capabilities to deter industrial espionage and diversion. In
addition, COCOM controls on manufacturina technolody and soft-
.wear are somewhat ambiquous and there is little coverage in
such important defense priority support industries as metal-
juray, chemicals, heavy vehicular transport and shipbuilding.
The US and its allies should move rapidly %O develop realistic
controls in these areas.

The gquestion of how to control East-West trade, technology
transfers, credit policy, and economic boycotts has at times

25X1

peen divisive between the United States on one€ side_.,and Eyrope
and Japan on the other. Yet apart from Polish contingency
planning, there has been a striking absence of serious dis-

cussion of these Issues at the highest political levels. These

discussions should go forward in COCOM and perhaps in meetings
of a revitalized Consultative Group. But the US and its allies
may wish to consider whether the West needs to create a _ new

forum to conduct periodical high-level policy discussions called

for bv the dynamic _and complex issues of Fast-West economic
relations such as: -

-- new scientific/technical develovments. Are there end

uses, especially military applications, which are not immediately

apparant to the<developer;

-- availabilitv. Are, comparable technologies available
from more than oneAsourcef

—-— intelligence. Wider and timely sharing of intel;igence
information of COCOM regulations and on Soviet technological
capacities and military needs; :

-— commercial espionage. How to restrict Soviet acquisi-
~ion of technology through other channels;
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-- enforcement opractices among the varying national
authorities which control strategic exports.

Foreign Policy Contingency Controls .

. FPoreign policy, trade, and other economic controls have -
been less szstematicallx discussed and dealt with among the i
Western allies than security controls. Perspectives diverge

on the necessity and effectiveness of such controls, the objec-
tives to be served by such controls, and the timing and nuance
of such controls when used as foreign policy signals to adver-

saries.

The Soviet invasion of Afghanistan and the threatened
intervention in Poland have contributed to a more intensive
discussion of foreign policy controls on exports to the Soviet
Union'. What is clear from past experience Is that such con-
trols would be more effective,if they are implemented
collectively and that the Allies have been able to acgree on
the need for such controls much more readilv in the context
of contingency planning for crisis than in the aftermath of
crisis.

Economic Security

This Administration is not unmindful that East-West
trade is viewed differently on the two sides of the Atlantic
and that the share of Eastern trade as a percentage of GNP
is many times higher in Western Europe than in the United
States. Western Europe has longstanding trade and cultural
links with Eastern Europe. For Europe, this trade is an
important source of domestic employment and industrial revenues.
These differences cannot be icnored, anymore than the obli-
gation they impose to ensure that there is broad confidence
and clarity among the Allies concerning the levels and terms
of trade in their respective economic relations with the East.

Looking beyond unilateral US actions, the broader Allied
consideration in economic.relations with the East 1s less
restriction of trade and financial flows than actions to
shape and limit the négative consecuences of such trade.

For example, 1t is not in the interests of the West for the
Soviet Union and Eastern European countries to acquire a dearee
of leverage over Western countiries that permits direct
political -influence over the policies of Western countries or
that sharply reduces the options of Western countries in
dealing with Eastern countries. This 1s a different concern
from that which seeks to deny Western manufactured goods
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or technologies to the Soviet Union and Eastern European
countries. The economic security aspect deals with Soviet,
and possibly Eastern European, economic influence over the
West. This influence derives in the first instance from
the level of dependence of the West on Eastern resources
or markets. In purely economic terms, sucih dependence can

be reciprocal: A stgpller can be beholden to the customer as
Tgcn.qf_more than reverse. But in the current East-West
Situation where political - security interests diverge, it

would be unwise to rely on the mutuallv beneficial economic
consequences of trade and financial relations to preserve
these relations under all circumstances. Parties will be

constantly searching for unilateral advantage. If cutting
off supplies (or markets) should at any time seem likely to
result in greater disadvantage to one party than the other,
scme incentive and opportunity to exercise leverage caould

emergs ¢ <

4

The potential for influence thus uvltimately derives from
vulnerability not dependency. Vulnerability results from
failing to review continuously among the Western Allies the
advantages and disadvantages of various economic relation-
ships and failing to consider protection acainst eifforts by
the other party to manipulate these advantages and dis-
advantages. In their economic relations with the East,
the Western countries will have to worry less about the ‘levels
of trade and finapcial relations the more they consider means
to protect against the vulnerability which derives from these
levels. An essential means of preserving gains in 2conomic
relations with the East is for the Allies to enter into’
discussions to deal with vulnerability. Unless this is
done, the levels of dependence themselves will become matters
of controversy and act to undermine confidence among the
Western Allies in their respective economic relations in the
East.

The US and its Allies need to adopt a sense of economic
security in thelr relatlions with Eastern Europe and the. USSR.
In the current East~West context this would reguire us to
prepare for short-term supply disruptions of Eastern resources
and where feasible to develop long-term alternatives. In
addition, economic security implies that the West consider
alternative markets 1f realities should warrant cutting off
all exports to the Soviet Union or Eastern Europe. It also
1mglles,1nc1dentally, maintaining open markets within the
Free wWorld's market system to reduce pressures to expand
trade with the East. Contingency planning is also needed
for possible disruption of international financial markets
resulting from Eastern debt problems.
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Economic Competition

In the context of US-Soviet relations, *competition” should \

be read as.a shorthand expression designating a state of
rivalry between the two parties. Economic competition is only
one, albelt a major, element in the larger process of US-Soviet
rival!! -

25X1

Not everyone will be happy with the idea of the US and
Allied governments taking a more activist role in refashioning
East-West trade to accord with the current state of political
and military competition.

There is a large area of East-West tradi;opportudity;;;;;;;;;

outside the range of strategic export controls where businesses:
should be able to operate with minimal government controls.
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Economic Competition

In the context of US-Soviet relations, "competition”
should be read as a shorthand expression, a term of art,
designating a state of rivalry between the two parties.
Economic competition is only one, albeit a major, element in
the larger process of US-Soviet rivalry.

25X1

Not everyone will be happy with the idea of the US and
Allied governments taking a more activist role in refashioning
East-West trade to accord with the current state of political
and military competition. But such are the realities of
politics that government inaction could well have a more
chilling effect on the long term Trade outlook because Of the
Rigaly destablillzlng eFffect whicn a turther US-Soviet mili-
EEE?‘3EEEIEHEE‘E6ﬁIE_HEVE7ﬁT13ﬁ?TﬁEﬂETEEE?EEEEEEEE?E‘EE’EEEId

—
trade. =
[ 4

There is a large area of East-West trade opportunity
outside the range of strategic export controls where
businesses should be able to operate with minimal govern-
ment controls apart from the overall concerns about levels
and terms of trade. In these areas the US should take a
"watching brief" with the clear understanding that private
firms will drive hard bargains: maximize the benefits tn the
US and minimize the benefits to the USSR.

The private sector must turn to its advantage the
element Of US-Soviet rivalry in economic competition. For
those products and areas of know-how where the US has a clear
Iead in technical innovation, quality, oI availability;

TAere snould be no sale except on terms firmly in our favor.
If industrial sectors where the US 1s the onlv suppller, our

policy should be to trade only when 1t serves our interests.

\_,,.__J
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Forging New Allied Political Consensus

As the United States adopts a new appreach to East-
West relations, it must attempt to forge a new consensus
within the Atlantic alliance in support of its policies.
This attempt will be made against the background of the
following trends:

-- The growth of Soviet power at all levels in Europe,
increasing the traditional Soviet advantage in conventional
forces, and erasing earlier US advantages in nuclear forces.

-~ Allied doubts about the constancy of US leadership
and the reliability of the US security guarantee.

-- Acute and growing allied dependence on the petroleum
of the Middle East and on other strategic resources.

-- Extensive Western European economic engagement with
the USSR and Eastern Europe, which have supported this trade
by massive borrowing from the West.

-- Fear that post-war economic prosperity is endangered.

~-- Political instability, in which the rulingA. -

governments Ooften are weak and divided coalitioms. -
-- Increasing.pacifist sentiments in some countries.

At their worst, these trends have robbed som® European
countries of their stomach for competition with Moscow,
with a resultant growth of sauve qui peut policies and a
weakening of the Atlantic alliance. More generally, allied
goveraments regard these trends as imposing major con-
straints on their freedom of action, which can only be
recovered over time.

These constraints will continue to hamper Western
policies even in cases where our allies desire a change
in direction. Recent years have brought a growing (albeit
grudging) European appreciation that hopes for detente
remain unrealized. Afghanistan was a shock for many but
policy still has mot yet caught up with reality in most
European capitals. Many allied officials continue to
feel that they must pursue a "divisible detente,” thereby
seeking to decouple European security from Soviet activities
outside .the NATO treaty area. We are not dealing with
"Finlandization" and Western Europe is “not slipping toward
the Soviet orbit. Rather, Europeans are exhibiting
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a tendency to track with prevailing winds. For the fore-
seeable future those winds may retain a stronger influence
on European than American policy.

"We must recognize that it orten \‘EEX1

will be difficult tc generate adequate support from our
allies and friends, in Europe and Asia, for our policies
toward the Soviet Union. ,This will require some adjust-
ment in US positions and an occasjonal need for unilateral
US action in pursuit of particularly important interests.
A Standing Interagency Group is hereby established to en-
sure proper implementation of the decisions flowing from
the East-~West study. In addition, an Interagency Group is
eéstablished and commissioned to conduct a study on major

alliance relationships. This study should develop a de-
tailed strategy and tactics for dealing with our allies and
friends in the pursuit of major US political, economic and
military objectives."

While taklng QCCUOUIIT UL LT dibits i ot vam v o — —
leaders, we should convey clearly that we expect them to
move toward reducing the political constraints on their
defense actions and to join us in the measures necessary to
counter the Soviet challenge. Our success will in large ...
measure. be a functica of how effectively we can convey to
them and to their publics the impression that we know wliere
we are going, that we know how to get there, and that our
policies take into account and serve their interests. 1If we
lay the groundwork properly, and persist in leading the
allies toward a firmer posture toward Moscow, there is clear
potential for reinvigorating allied resolve and solidarity.

US policy will pursue both short and long-term goals.
In the short-term, we need to do some important damage-
limiting; several goals are so pressing as to permit no
delays. The U.S. must seek to prevent short-term adverse
political effects arising from the military imbalance in
Europe, from the dependence of our allies on Middle Eastern
0il and other natural resouyrces, and from the significant
Western European stdke in East-West economic relations. The
alliance's commitment of resources to a military effort
probably will not be increased as rapidly as we desire or
as much as that of the United States; but we must begin to
turn the process around. Similarly, precisely because the
scale of East-West economic contacts cannot quickly be
reduced, U.S. policy will place a high premlum on coordina-
tion among Western governments to avoid major new dependence .
and to limit the potential damage to be done by disruptions
of those contacts.
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There already has been an initial positive response in
some European countries to new Administration leadership angd
some movement toward a more realistic view of the Soviet
Union. oreover, Soviet intervention in Poland probably

. would =< at least initially -- tend to unite the allies
politically against Moscow. These are only tentative
moves, however, and much remains to be done to reshape
European public attitudes and government policies.

While U.S. policy may be able to limit the potential

damage of military inadegquacy and economic dependence in

---~  the short-term, there is no satisfactory long-term alter-

T native to reversing each of these trends. 7Tharefore, the
US will pursue the following longer-term goals.

L4

=" First, to increase the commitment of resources by our W%
allies to the common defense. The military efforts of our o
NATO allies already represent the most significant contri- .,
bution to U.S. security of any American alliance .relation- .

ship, and it must be a major objective of U.S. policy to

assure that the benefits derived from this strategic cooper-~
ation are in no way recduced. In light of the urgency of
meeting the Soviet chal . + West-West differences must notbe _ __ _

allowed to undercat allied c.operation " on East-West issues. -
Indeed, i¥ there are hara times anead with Moscow they must

benefit, not harm, ‘the Alliance.
= 25X1

——  —— . -

Second, to take collective action to prevent West European
economic dependence on the Soviet bloc and to reinforce Western
ties. Particular sectors of strategic importance deserve
special attention. Meanwhile, Western European countries have
a substantial interest in East European markets and this can be
exploited to enhance East European autonomy and domestic

liberalization.

Third, to increase energy security. Since 1973 Western
European governrents have pursued policies of reinsurance
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There already has been an initial positive response in
some European countries to new Administration leadership and
some movement toward a more realistic view of the Soviet
Union. Moreover, Soviet intervention in Poland probably
would -- at least initially -—- tend to unite the allies
politically against Moscow. These are only tentative
moves, however, and much remains to be done to reshape
European public attitudes and governmment policies.

While U.S. policy may be able to limit the potential
damage of military inadequacy and economic dependence in
the short-term, there is no satisfactorv long-term alter-
native to reversing each of these trends. Therefore, the
US will pursue the following longer-term goals.

First, to increase the commitment of resources by our
allies to the common defense. The military efforts of our
NATO allies already represent the most significant contri-
bution to U.S. security of any American alliance relation-
ship, and it must be a major objective of U.S. policy to
assure that the benefits derived from this strategic cooper-
ation are in no way reduced. In light of the urgency of
meeting the Soviet challenge, West-West differences must notbe

allowed to UWncercut Allied cooperation on East-West issues.
Indeed, if there are hara times ahead with Moscow they must

benefit, not harmh, ‘the Alliance. -

Second, to arrest growing West European economic depend-
ence on the Soviet bloc, to take collective action to prevent

25X1

the emergence of future vulnerabilities and to reiniforce
Western ties. Like the defense programs of NATO, the com-
mercial patterns built up over the last decade will change
only slowly. Moreover, Western European countries have a
substantial interest in East European markets and this can
be exploited to enhance East European autonomy and domestic
liberalization. The U.S. understands this and will not
seek a wholesale cutback of existing East-West economic
relations. Yet the current level of Western vulnerability
already is too high in some key sectors and it is not enough
to slow or even stop the growth of such dependence. U.S.
policy must seek as a long-term goal real reductions in the
vulnerabilities of the Western economies to the East.
Particular sectors are of strategic importance and deserve

special attention.

- Third, to increase energy security. Since 1973 Western
European governments have pursued policies of reinsurance
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with the Arabs and other non-aligned countries to protect
the resources base of their resource-vulnerable economies.
Given the political instability of many oil-producing

States, this policy can never be a secure basis for assur-
ing energy supplies. Still less is increased energy
dependence on the Soviet Union an adequate response. Rather,
it must be made clear that the key to reducing this vulner-
ability lies in coordinated Western defense and enerqgy
policies, including the increase OFf reserve stocks.

Policies

. The following lines of policy will give substance to
the goals outlined above.

a = Defense

o

In restoring a milita;y balance, we need to convince
the Europeans, fearful of a new cold war and beset by
economic pressures, that security and stability require
stronger Alliance defense.

=— NATO's broad aim must be a posture which can credibly
Prevent the Soviet occupation of Europe in the event of war.
This requires a single, balanced, linked continuum A5f con-
ventional, theatre-nuclear ang strategic forces that -will
ensure stable deterrence and maintain allied confidence in
the commitment™of U.S. nuclear forces. We should indicate

what we intend to do toward that end and explain what we
expect from them. ’

== We must recognize that oply the U.S. can provide the
leadership and nuclear sinew for such an alliance defense.
Proposals for "devolution" to a new European defense com-
munity and for European nuclear cooperation are both
illusory. Europe lacks :the political will and cohesion
to organize itself for an independent conventional defense,
Oor to undertake serious nuclear cooperation. At the same
time the U.S. must, by appropriate technology transfers, -
help maintain independent allied nuclear forces at cost
levels. That will permit increased efforts in other areas.

-~ We must implement NATO's decision of December 1979
to deploy 572 GLCMs and Pershing II-XRs, as part of the LRTNF
modernization/arms control package, while recognizing that
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this program will not by itself restore an.'acceptable

balance. 1In time we may wish to enrich our modernization
plans in order to respond to Soviet theater nuclear de-
ployments, as well as Soviet battlefield nuclear programs. = .
Premature initiatives in this area, however, could under-

mine the basis for the current deployment program.

~—~ The U.S. should pursue, for our own needs, a
separate SLCM program and consider ALCM employment in a
..——-  theater role. We would make clear to our NATO allies
that these are in no way meant as substitutes for GLCM .

and PII deployments in Europe. _

4 e s ———— ——

-- We must bolster conventional forces by sustaining

NATO.'s Long-Term Defense Program now in its second phase,

and by promoting more ambitious alliance force goals.” In

sich an effort, the LTDP's 3% real budgetary growth must

be treated as a minimum commitment; a restored balance

will be made possible in this decade only by a faster pace

that comes closer to matching the U.S. example. The

alliance must assign high priority to improving the armor

balance of the Central Front, C3, airlift/sealift; to

exploiting advanced conventional munitions for lucrative

strike roles; to acguiring the ability to conduct chemical

warfare in response to Soviet initiation; and to readiness, i

reenforcement, reserve mobilization, air defense ana‘ logistics.
’ ‘ For our part: following up the dedication of new U.S. force

commitments under Allied Command Europe, the U.S. will

strengthen further its defense capabilities in Europe. This

will be useful for NATO reenforcement and other contingency

purposes.

~-- Because NATO must sustain force levels that allow
continued operation in wartime in the Eastern Mediterranean,
the strengthening of the alliance's southern flank is an
urgent matter.

-- More generally, we will have to seek a redefinition
of the "division of labor" concept, so that our Allies not
only pick up any slack in defense in Europe resulting
from U.S. efforts in Southwest Asia, but also contribute
as appropriate to defense in Southwest Asia by providing
economic and military assistance, enroute access for forces
deploying to SWA, and -- as feasible -- forces for South-
west Asian defense.” The U.S. will discuss coordinated
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East-West economic issues, the U.S. will formulate approaches
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« planning and operations in this area with appropriat;-_

allies once our internal thinking is sufficiently
developed. '

== Arms Control

There is little prospect for agreementsz that serve
our interests in MBFR or on INF. Barring the shock eZfect
of Soviet intervention in Poland, howevar, 2 visible arms
control process is a precondition Tor allied cooperation
n_the NATO LTDP and on LRTNF modernization. [;'U use

C e e Omsed

hould use that process to seek agreements based on parity,
rms.reductlon and balanced verifiable arms control, while
}ac1ng the burden on the Soviet Union for resisting effec-
tive arms control." '

VLIBIWABO) we oo wa -

and negotiation, while bringing the allies to understand A
that their need for an_arms control process must not inter-

fere with our common need for NATO rearmament and for effec- "
tive actions on the East-West agenda. '

~- For 25 long as we continue to participate in the
MBFR process, we must tucure that our bargaining: positions
no longer reflect the more pessimistic and defensive
expectation for the European balance of the last Administra-
tion. We must not seek compromise solutions with Moscow at
Allied expense. Genuine parity, collectivity and verifi-
ability mu: t be the essential criteria for the US and
Westerrf positions.

== If the Soviets accept the Western criteria for CDE,

we should be prepared to engage in such a process, perhaps
starting next spring. CDE should deal exclusively with

CBMs in an all-European.context. '

-~ Continve a deliberate track on LRTNF arms control,
while keeping allied feet to the fire on modernization and :
deployment. The U.S. must make clear that a successful -
outcome will not necessarily be achievable before military
programs to restore a European balance begin to take effect.

25X1

¢ - Economic

In developing a common policy with our allies toward

that limit Western vulnerablity.
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planning and operations in this area with appropriate
allies once our internal thinking is sufficiently
developed.

b - Arms Control

There is little prospect for agreements that serve
our interests in MBFR or on TNF. Barring the shock effect
of Soviet intervention in Poland, however, a visible arms
control process is a precondition for allied cooperation
in the NATO LTDP and on LRTNF modernization. We should use
that process to demonstrate Soviet opposition to parity,
arms reduction and effective verifiable arms control.
Should the Soviets invade Poland, we should suspend

_ inge'finitely MBFR, CSCE and LRINF, and oppose any CDE.

- Otherwise, we should accept the alliance posture of defense
and negotiation, while bringing the allies to understand
that their need for an arms control process must not inter-
fere with our common need for NATO rearmament and for effec-
tive actions on the East-West agenda.

-- For as long as we continue to participate in the

MBFR process, we must ensure that our bargainings positions
no longer reflect the more pessimistic and defensive ,
expectation for the European balance of the last Administra-
tion. We must not seek compronise solutions with Moscow at
Allied expense. Genuine parity, collectivity an& verifi-
ability must be the essential criteria for the US and
Western positions. '

—— If the Soviets accept the Western criteria for CDE,
we should be prepared to engage in such a process, perhaps
starting next spring. CDE should deal exclusively with
CBMs in an all-Buropean..context.

, -— Continue a deliberate track on LRINF arms control,

- while keeping allied feet to the fire on modernization and
deployment. The U.S. must make clear that a successful
outcome will not necessarily be achievable before military
programs to restore a European balance begin to take effect.

c - Economic 25X1

In. developing a common policy with our allies toward
East-West economic issues, the U.S. will formulate
approaches that both cap Western vulnerability at current
Jevels and create a basis for reducing it in future.
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~= It js not in the interest of the West to facilitate
Soviet acgess to technology which would give then an
independept capability to improve oil and gas output and
infrastructure, although we should approve exports of oil and
gas end-use equipment after review on a case by case basis.
The proposed European-Soviet gas pipeline is not in our
interest and must be handled to prevent Western vulnerability.
We must put major pressure on the Europeans to minimize ita
strategic implications., Successful U.S. insistence that the
construction of the pipeline be financed at non-concessionary
rates could by itself produce a cutback in construction plans.
The still high dependence that would be created can be met by
agreement to the establishment of adequate alternative supplies
and storage facilities. 1In pursuing these goals, we should
avoid confrontational tactics, which could create a major
political row akin to the Carter-Schmidt battle over the
Brazilian nuclear deal.

-~ The U.S. must seek to limit the subsidizing effects of
Western competition for Eastern contracts, primarily by
pursuing common export credit policies.

-~ To demonstrate that economic relations cannot be

unconditional, we must seek to preserve sanctions following the

lifting of the partial grain embargo. To demonstrate that
trade cannot be the means for the transfer of high technology,
we must ewpand the coverage and effectiveness of COCOM rules, -
and secure *firm member government commitments to police
violations.

SECRET

Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2

25X1

LAY




ECRET
Approved For Release 200%‘6‘27‘08'T'CIA-RDP84BOOO49R000400750009-2
V-7

—— The .issues before us are difficult and symptomatic of
the already great exposure to the East. The proposed European-.
Soviet gas pipeline is not in our interest and should be handled
to prevent the emergence;of further European vulnerability. If
we decide we cannot block it altogether, we should try to .
delay it as long as possible, and seek to reduce the scale of
the project and thereby of the dependence -to be created.
Successful U.S. insistence that the construction of the pipeline
be financed at non-concessionary rates would by itself produce
a cutback in construction plans. The still high dependence
that would be created can be met by agreement to the establish-
ment of adequate alternative supplies and storage facilities.
In pursuing these goals, we should avoid confrontational
tactics, which could create a major political row akin to
the Carter-Schmidt battle' over the Brazilian puclear deal.

-- The U.S. must seek to 1imit the demaging effects
of Western competition for Eastern contracts. We must
pursue OECD agreement on common export credit policies,
based on a commitment that the provision of credit for
all non-food stuff exports be at prevailing international
rates, and on prevailing market terms and conditions. If
the economic crisis of the Soviet Union does in faet :
increase dependence on the West in the years ahead, it is
essential that East-West economic relations be negotiated
on a basis that reflects the true extent of Soviet need
and does not merely free Soviet resources for use against
the West. :

-- Where we cannot reduce the scale of East-West
economic contacts, we must assert and increase governmental
control where needed. To demonstrate that econcmic rela-
tions cannot be unconditional, we must seek to preserve
sanctions following the partial lifting of the grailn embargo.
To demonstrate that trade cannot be the means for the trans-
fer of high technology, we must expand the coverage and
effectiveness of COCOM rules, and secure firm member govern-
ment commitments to police:violations. '

¢
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d - Political Consultations

~- We need to do better with both our larger allies
who want more recognition and our smaller allies whose
efforts will flag if they are taken for granted. Besides
the principal NATO consultative forum, we should: :
(1) pursue de facto quadripartite consultations with
Bonn, London and Paris. (depending on developments in
Mitterand's France) but deflect any proposals for a de
jure directorate; (2) consult regularly through the
EC~-10 presidency; and (3) : intensify bilateral consul-
tations with smaller allies to ensure their commitment
to the Alliance. ‘

-- Our most important task is to improve political

consultations involving third areas bevond the European
theater. To this end we should intensify political ex-

changes among the "Summit 7" and their representatives
between summits, and invite’directly concerned "swing"
participants. In addition we should consider the use

i i i s, such
as the Persian Gulf, along the lines of the report of the
four Atlantic foreign policy associations. Finally, we
might aim_at a speci summi spri i
California -- the 35th anniversary of the Marshail Plan
speech, to review progress in efforts to revitalize the

Alliance.

e - Global Strategy : :

Western Europe should play a crucial role in our broader
global strategy, which should center on a coalition of )
differentia ut_interlocki iplomatic arrangements
with Furope, Japan and Chipa, and a number of multiple-
bilatera ar rships with kev "Third World" countries.

In tandem with a strong US politico-military posture,
this essential core of associates would provide the
basis for countering the Soviet challenge in the Third
World. It should include cooperation in the Persian Gulf
and other crisis areas, intellicence sharing. at least
rou Tai n - - - o

and planpinc to counter Soviet proxies and to undexcut

vu rab Sovi i (@) DpIroa
should be a pragmatic one., with a.-"multiple-bilateral"
focus.

f - Political Ideology

-- We must strengthen our efforts to sell US political

and defense oolicies to European public and pariiamentary
opinion. This is necessary both to counter Soviet efforts
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to use a "peace-offensive" tactic to divide the West and
to generate sustained support for Alliance programs.
Particular efforts are needed in Germany, the Low Coun-
tries, Scandinavia, Italy and the UK. Special attention
should be accorded to press backgrounders and to cultivation
of key organizations, including church, labor, business and
youth groups. We should work hard in explaining US/Allied
Policies concerning both East-West relations in Europe,
such as LRTNF, and important areas of instability -- most
notably the Persian Gulf and Middle East. We also must

' engage support for-our policies strengthening Western
Positions and countering Soviet subversion in the developing
world.

== More broadly, we should institute programs to foster
support for and pride in the Western Vvalues of freedom
and the Alliance of Democracies in a largely authoritarian
world. This effort should include exchange programs that
reach out to key cultural, educational, labor and
business groups and build longer-term support.
focus should be on the "successor generation," which in-
creasingly is occupying influential positions in public
and private life. US programs to these ends shauld draw
on both public officials and representatives from the -
private sector.
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VI. DEVELOPING .THE POTENTIAL OF OUR
EAST ASIAN ALLIES AND FRIENDS

. —
-

The-US will face major challenges and opportunities in
the Asia of the 1980s. Although these will have their own
regicnal and sub-regional character, they will most parti-
cularly be influenced by our global competition with the
Soviet Union. Moscow's posture and strategy in Asia must
be seen in the context of Soviet global operations and
objectives.

Soviet Objectives

Within East Asia, Moscow has multiple objectives:
1) +tO gain secure air and sea routes between the Soviet
Far East and the Indian Ocean recion, linking together
Soviet-owned or operated facilities and friendly ports and
-~ air fields, from Vladivostok to Southwest Asia and Africa,
so as to enable the USSR to project its power throughout the
Asia region and deny such a capability to the US; 2) to
maintain superior forces vis-a-vis China; limit Beijing's
influence; inhibit China's modernization, particularly
military; and settle Sino-Soviet differences on Soviet
terms, without significant compromises and in a way which
neutralizes China in the East-West context; 3) _teo distance
Japan from both the US and China without relinquishing :
control of Japan's Northern Territories; encourage major
Japanese investment  in Siberia, and persuade Tokvo that
good Soviet-Japanese relations would benefit Japan ®con--
omically and obviate the need for Japanese re-armament or
cooperation with the US in anti-Soviet efforts; 4) to.
deepen Soviet penetration .of Indochina, expand the Soviet
military presence there, and use that foothold to project
power throughout the region ané beyond; 5) to neutralize .
non-Communist Southeast Asia as a political force and erode
US influence by seeking to:demonstrate Soviet power and US
weakness; 6) to support the North Koreans in an effort
to displace Chinese influence in Pvongvang; and 7) to_
T expand the Soviet presence and involvement in the South-
‘ west Pacific, at the expense of the US and its allies.
| )

Factors In Our Favor

In confronting the Soviet challenge in Asia the US
must channel a heightened Asian awareness of the Soviet .
threat into specific and mutually supportive policies- and
actions which benefit US interests as well as the interests
of our Asian friends and allies. Moscow's stepped-up
military development, and its strong backing for proxy
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Vietnamese aggression has aroused anti-Soviet fears in states
outside © ndochina. Jlndeed e invasion of Afghanlstan is
Viewed with far .greater alarm in Asia .than in Europe, for it
manifests clear cut imperialist expansionism and an aggressive
Soviet willingness to strike at East Asia's vital source of
0il and the lifeline along which that oil travels. The
adverse national reactions to this growing Saviet threat is
Visible througnout East Asia; Tor example in national efforts
O Strengthen military preparedness (e.g., Malaysia's decision
to double the sSize of 1ts army), the much greater cohesiveness

8T ASEAN, and the willingness of Japan to direct 1ts milit
&TTorts, Overseas Development Assistance, and politico-economic

Sanctions in Support O the U5 effort to punisn and turn back
Soviet imperiallism. :

Us Objectives ‘ —_——— .

In the specific context of East-West competition, US obiec-
tives in East Asia are to continue the orderly expansion of
political, economic and military ties, to protect our assets
and counter tne Soviet threat. We must work to minimize where
we cannot deny the Soviets use of non-USSR territorial bases of
operation for political destabilization or military support.

To accomplish this denial, the United States must:

-- Ensure that it has a strong and visible military,
political and economic presence in the region which can be
sustained chrougrout the 1980s and on to the end of the
century. : . =

-- Reconfirm the American commitment to the political
independence and economic growth Of East Asia as vitally
important to our own security. Acting independently and
working through key allies and regional friends -~ ASEAN,
and the PRC -- rebuild confidence in our diplomatic
reliability. :

~- Promote and assist the development of individual
national@nd -- in appropriate instances -- joint military
forces through improved copsultations, exchanges of
personnel, joint exercises' and aid programs.

Political Relationsﬁigé

To achieve these objectives, the US must carefully
manage various relationships with East Asian nations and
build connections which will allow these relationships to
reinforce one another.

SECRET

Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2




SECRET )
Approved For Release 2007/0W-RDP84BOOO49R000400750009-2

1. The Major Allies: Japan, Korea, Australia, :
: New Zealand, the Philipbines

-

—-— Grant full recognition to the pre-eminence of Japan
as a nation 1in e forefront of the US global alliance
structure which must at all times receive treatment full
equivalent to that accorded our key NATO allies. GSet as a

goal the creation of a US-Japan relationship in Asia which
is akin to that of the US and UR in the European context.

—-= Provide full and close consultation with our ANZUS
allies, on a basis similar to tnat accorded NATO, recog-
RDlzlng not only their contribution of installztions vital
to US defense and foreign policy interests but also their
ability and willingness to join in efforts outside the region
(i.e., the Indian Ocean) to counter the Soviet threat.
Reassure them that US policies will take their national
interests into account. ’

=- Promote increasing copsuyl+ations and coordina+ion
among our major allies on issues of common strategic concern.

—— Incorporate in our diplomacy a respect for regional
sensitivities such as Japanese apprehensions about.Soviet
pressure; mutual Japanese/Korean wariness; fears of a
Japanese military resurgence; and Korea's latecomer role
among out alliesos . -

Japan
el ————

-= Encourage greater Japanese alliance role in the
form of supportive diplomatic activity and economic
assistance to Strategically important countries;

—-— Promote acquisition of a Javanese military capabil-
ity to provide for Japan's. defense. wifhin 1ts constitutional
restraints, in such critical areas as air defense, anti-
submarine warfare and protection of vital sea lifelines.

Support Improvements in US-Japanese ground forces cooperation
and coordination starting perhaps with expanded combined
training activities. Stimulate increased Japanese financigl
Support of the globdl US security role through greater regional
responsibilities for Japan and greater contributions to
maintenance of US forces and US support activities located in

Japan.
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v -— Concentrate on developina specific US-Javan diplomatic
cooperation to frustrate Soviet efforts to build strateagic
1inks between their positions in East Asia and in Southwest
Asia, the Indian Ocean and the Persian Gulf; resist extension
Of the Soviet proxy system; and, ultimately, turn the USSR out .
of its foothold on the Indochinese peninsula.

-- Tap the tremendous economic power of Japan. Further
encourage its growing recogrnition that Japanese overseas
development assistance (ODA) can play & major role in pre-
serving the economic prosperity and political institutions
of poorer states in East and Southwest Asia.

Korea

-- Focus attention on the continuing danger of military
conflict on the Korean peninsula. Continue to make clear
that #he US will maintain its ground presence there and take

~ measuTres, through increased FMS credits, to support the

modernization of the ROK's armed forces so as to rectify the
current unfavorable imbalance in the military capabilities
of the North and South. Ensure close consultations with
the ROK on major allied decisions to counter Soviet agaression,
such as adoption of economic sanctions or redeployment of US
military resources from the Western Pacific to the Indian —

Ocean. , . . s 3

Australia/New Zealand

Enhance defense cooperation with Australia and=New
Zealand in a way that provides significant support for naval
and ASW coverage in their geographic areas, and raises their
contributions to East Asian military training and intelligence
support, particularly under the Five Power Defense Arrange-
ment. Reaffirm the historic importance of US-Australia ties.
Seek to stimulate more widespread popular support in Australia/
New Zealand, through ICA programs, for following the US lead
in strengthening collective Asian defenses against the Soviet
Union and for upgrading the Western defense posture in the

- Indian Ocean. In view of New Zealand's small size, sluggish
economy and dependence on imports for modern armaments, seek
ways to make it easier for New zealand to acquire expensive
weapons systems (e.g., a new frigate to retain blue water

naval capability.
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2. China

—— Solidify China's strategic alignment with the West -

and prevent a turn toward neutrality in the Easc-wWest context.

of China's anti-Soviet posture: i.e., the i . of )
major Soviet forces which could otherwise be deployed else- '
where; Chinese pressure against Vietnam intended to prevent
consolidation of Hanoi's control over Indochina; PRC support
for Thailand and Pakistan and opposition to Soviet occupa-
tion of Afghanistan; Beijing's displacement of Moscow as an
arms supplier with a number of Third World countries; and

its strong opposition to Soviet positions in the Third World
and in,multilateral forums. :

“Wﬁm
US~China relationship by considering grantinag China expanded
access to US defense ecquipment, arms and technology, and by
deepening our strateaic dialogue,. all in ways that do not '
alarm our Asian allies.

-- Support China's efforts to become a secure and
prosperous member of the Asian community and to promote .
recional understanding of the constructive role China can
plav in that community. .

-- Recognize that the degree of closeness in US-PRC
cooperation in the East-West context will continue to be
influenced by China's weakness and its strong sense of
nationalism. Both sides must avoid generating expectations
which cannot be fulfilled. The US should be sensitive to
acts and statements which could suggest PRC subordination
to the US or an implication that China was being manipulated
to serve our interests. A

-- Prevent identification with Chinese interests in
Asia, never allowing strategic cooperation to become tacit

recognition of a Chinese sphere of influence encompassing

other Asian friends. '

-
s

Taiwan

-- Conduct our unofficial relations with Taiwan in a
positive manner making clear the abiding US concern for the
well beina of Taiwan's people and +he health of Taiwan's
economv.
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-- Continue the US policy of carefully selected .
defensive arms transfers to Taiwan i1n order to meet Taiwan's

legitimate defense needs without undermining our tong- -
. standing interest in a peacefuT settlement Of the Taiwan
problem.

‘ ' —= Seek to prevent Taiwan overtures for security
support from USSR; toward formal independence; or toward
developing operational nuclear capability: any of which

could have serious negative consequences for Taiwan=PRC
relations as well as for the US~PRC cooperation.

-- Recognize the geographic position of Taiwan along
the vital sealanes from Korea/Japan to Southeast Asia and
the Malacca Straits. In a crisis or emergency., the Taiwan

_navy an@ air force might play a modest supportive role_in
countering the expanding Soviet, maritime influence in the .
adjacent China Sea. '

3. ASEAN .

-- Strengthen US and allied economic and political
supoort for the ASEAN naclons to promote a Westerm orienta-
tion.

-

-- Provide improved security assistance to the ASZAN
countries, especially Thailand, in order to dlScoursge
Soviet and Vietnamese- attempts to intimidate or neuctralize
them. -

-- Recognize that ASEAN is not a military alliance but
rather an ostensibly economic body wnlch has providead an
increasingly useful vehicle for political consultation and
coordination both among the ASEAN states and between ASEZAN
and outsiders such as the US, Australia/New Zealand, and
Japan. In the absence of any internal ASEAN movement to
militarize the association, refrain from pushing it in that
direction and instead purspe security cooperation with
member states through bilateral channels. -

—— Remain sensitive to intra-ASEAN. disputes and
differences as well as to the member states' varying inter-
pretations of the Soviet and Vietnamese threats and the
appropriate Chinese role in the region.
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-~ Continue to coordinate Indochinese policy closely
with ASEAN, while working to buttress the already heightened
ASEAN recognition of the larger danger of Soviet regional
penetration. :

-- Increase aid to Thailand as ASEAN's front-line
state resisting Soviet-backed Vietnamese.aggression; pre—
serve close relations with the Philipnines, to protect
US bases there which serve a vital regional and Southwest
Asia power projection role; and improve relations wi
Indonesia, which faltered under the previous Administration,
SO as to continue to block any improvement in relations
between Indonesia and Vietnam or the USSR and to forestall
any problems in maintaining US straits access through the
archipelago. -

<2 Promote increased consultations betwéen ASEAN and
our major Asian allies, and contacts between ASEAN and our
European allies.

4. Indochina

-~ Work in concert with all a2llied and friendly states
to increase economic and diplomatic pressure on the:Viet-.
namese to withdraw from Kampuchea.

~-- At the same . time, use every chance to demonstrate
to Hanoi the penalties attached to being a Soviet proxy and
the benefits available through accommocdating the West.

-- Avoid treating lLaos, or even Kampuchea, as simply
extensions of Vietnam and thus retzin the ability to drive

a wedge between these smaller states .and their Vietnamese
patrons and the chance to play the Soviets/Vietnamese/ _
Laotians/Kampucheans against one another to our advantage.

-- While working tactically with the Chinese to create
pressures on Vietnamese, avoid suggesting that U.S. objec-
tives and interests are identical to Beijing's and that Viet-
nam could not accommodate us without emboldening China.

5. India

-~ Make clear to New Delhi that the loss of Pakistan would
bring the Soviets to India's border. Undoubtedly the
pivotal country in South Asia, India's great political,
military and economic potential is critical to arresting
Soviet expansion beyond Afghanistan.
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-~ Encourage reconciliation of India and China as two
states with a major stake in the containment of Soviet
power in South Asia, without forcing our views.

. == Step-up ICA efforts to expose the extent to which
India’'s interests have been mortgaged to the USSR. .

6. Micronesié/Pacific Island Nations
t
-- Reserve the right to "strategic denial” and pre-
serve our preponderant influence in what are now the Trust
Territories after termination of the Trusteeship. '

-— Work with our Asian allies to epsure the fuiure
Western orientation of the small pation-states of the
. Pacific and deny the Soviets any opportunity "for penetration
of the region. .

Longer-Term Challenge and Opportunity

Our East Asian allies and friends -- most notably
Japan and China -- possess_an enormous potential which we
will want to bring to bear in the competition with the
USSR in the Eighties. In the longer-term, this will
require us to construct an imaginative US policy that draws
maximum support £6r .US objectives from the Sino-US and Sino-
Japanese~-US relationships. It also will reguire us:to tap
the economic and political-military potential of great Asian
powers, including India, in a framework that promotes signif-
icant US influence on their developing global policies.
Managing this set of challenges will be a2 major priority
for US foreign policy in the 80s and is an essential pre-
requisite of a sound US global strategy.

Ld

:
e
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VII. Areas of Instability

Introduction

Soviet expansionism is nowhere more evident than in
its activities in the Third World. Angola, Ethiopia,
Rampuchea, Afghanistan and El Salvador all have been objects
of Soviet and Soviet proxy military activity in recent years.
The Soviet Union poses a serious threat to the Persian Gulf's
0il producing regions, whose output is wvital to the West.
The United States must undertake a counteroffensive strategy
and seize the initiative back from the USSR, by driving u
the cost to Moscow of its foreign involvements and rebuild-
ing our own political/military vosition.

US Objectives

Long-term US objectives %n the developing world are:

-- to assure an open and diverse international order
free of Soviet domination;

-- to protect and enlarge the sphere of free institu-
tions and practices, through the promotion_of peaceful
political change; N '

-- to encourage economic development through a stable
and open international economic order; -

-~ to ensure continued access for the US and its Western
allies to the resources, particularly oil, that are
the preconditions for the political independence and
economic stability of the industrial democracies.

In the long run, we have reason to be confident that
the economic and technological advantages which the develop-
ing countries can obtain from the West outweigh any political
and economic advantages which LDC elites can obtain through
cooperation with the USSR. Marxism-Leninism is &an ossified
cult which finds declining acceptance in the Third World,
whereas there is a growing (if reluctant) recognition that
participation in the Western economic system is the most
effective motor of development. The problem for American
policy is to translate these theoretical advantages into
concrete cains, taking account of the powerful forces of
nationalism in pursuing our own policies and in reinforcing
local opposition to Soviet influence.
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Contrary to the beliefs of the past Administration,
the US will not be able to effect such a translation with-
out both creating and using power. To be effective US
power must be harnessed to a skillful diplomacy that takes
account of our comparative advantages, Soviet liabilities
and local factors. Developing countries need economic help,
but their leaderships are more immediately concerned with
the problem of political survival. The Soviet Union, with

its m;;;; ry cagabllltleg and other assets, network of bases

and proxies and remains fully competitive in the game of
providing security or threating insecurity.

Soviet Objectives and Behavior

2 us strategy for meeting the. Soviet challenge in areas
of instability must be basedson an understandiag of Soviet
objectives and operational behavior. Based on the experience
of the last gquarter century, these can be summarized as
follows:

-- The Soviets do not have a "master plan® for expansion
in the Third World; on the other hand, they do haye the:
long-term objective of maximizing their irfluence "wherever

possible.

-

-~ The Soviets are "aggressively opportunistic’: they
have expanded their influence by seizing upon conflicts
and rivalries of predomlnantly local origin ané using them
to further their own interests.

-— Moscow has sought to maximize the quantity of its
influence in the developing world by aligning itself with
virtuallv any state, national liberation or ethnic group
hostile to the United States, often with extraordinary

tactical flexibility.

~-- Besides hoplng to maximize the quantlty of influence,
the Soviets have in recent years sought to increase its
quality as well, urging Marxist-Leninist ideoloav ‘and Soviet-
style internmal political structures on their cliients. Moscow
no less than the US has had to deal with the diffusion of
power to seemingly intractable nationalist states in the
Third World which are not easily subject to superpower

control.
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-- As a general rule, the Soviets move cautiously,
hedging their risks by using where possible arms transfers
and proxies rather than their own forces, and expanaing
their operations gradually so as to allow room for
disengagement. :

-- Soviet willingness to run risks and commit resources
in the Third World depends heavily on local conditions and
the US response. ,

—— Where the US has been willing and able to coniront
+he Soviet Union and present it with added risks or when
local conditions have made success questionable, the Soviets

_. have ‘éxercised caution. -

-- On the other hand, ‘the Soviets can move rapidly to
exploit situations where they expect to face little opposi-
tion from the US, where they believe the US lacks the
capability or'will to. resist their advances or where local
conditions favor the USSR over the US.

While the Soviets generally regard operaticns-&n the
Third World as low-risk, low-stakes ventures, 2 sharp . -
distinction must-be drawn between the Persian Gulf and th
rest of the developing world. Soviet control over _Persian
Gulf oil production, besides constituting an enormodus
transfer of wealth, would confer on Moscow an automatic
veto on growth in the Western economies. Such control could
be used politically to split Europe and Japan from the United
States, and would constitute a powerful pressure point in an
East-West crisis anywhere around the globe. The shadow of
Soviet power has already begun to limit US diplomacy in the
region and affect European attitudes.  With the fall of the
Shah, the Persian Gulf is at the same time an area where

- the Soviets hold a substantial military edge over the United
States. These factors make the Gulf a stake of enormous
importance to the Soviets'and out it on a par with Euroope
and Northeast Asia. Indeed, it is an excellent field Zfor
the application ofl the indirect approach: the Soviets may
see the Gulf as the back door to Europe, one which can be
opened at much lower cost and risk to themselves. In view
of the :stakes involved the US must be prepared for the DOoSSi-
bility that Moscow will abandon its usual gradualism and
caution and intervene directlv to seize control of the

Persian Gulf oil.
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Our new emphases on the Persian Gulf should not
obscure our considerable interest in other parts or the
developing world, including our neighbors in e Western
hemisphere and the currently volatile Central America;
the ASEAN states in southeast Asia; and the geopoliti-
cally important and mineral rich region of southern Africa.
All of these areas will require greater US attention,
resolve and resources if we are to protect our interests
and avoid discord with our allies.

A New American Strategy

This Administration must act now to engage support for

a more activist foreigqn policy and to move beyond the

passivity of the post-Vietnam veriod, However,.residual limits on
-~ US military involvement still remain, both politically and

legally. This will require @ sharp focus on US national

interests and those of our allies, and a global strategy

which makes sense in terms of resource allocations and

Alliance politics.

The United States therefore must endeavor to use its
existing resources more efficiently by adopting &.counter-
offensive strategy in the Third World. Such a strategy
has both a moral and a strategic component. The US should
put the spotlicht on the shortccmings of Soviet proxies ang
the Soviet system itself, and keep them on the defensive,
while making clear our hope not simply to maintain the.

- status quo but to move forward to a world reflecting our
own beliefs in freedom and democratic values. On a )
strategic level, we must wrest the initiative away from the
Soviets and face them at times and places of our own choos-
ing so as to take advantage of our strengths and their
weaknesses. This counter-offensive strategy must be carefully
tailored in light of regional political and cultural realities.

.- The United States must be prepared to take the initia-
tive in exploiting the vulnerabilities of Soviet proxies.
Countries or groups allied with the Soviet Union must be
made aware that the benefits of these ties also will entail
costs, especially if they resort to force or subversion to
advance their interests or those of Moscow. Over the longer
term we will work to weaken their Soviet connection through
appropriate use of incentives and disincentives.
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One area where such a new strategy may be applied
is Afghanistan, where the Soviets face a debilitating
guerilla war and have put themselves in an indefensible
moral position. We can maintain the pressure on Moscow
by continuing to call for a total Soviet withdrawal, by
encouraging political initiatives to keep world opinion
focused on Afghanistan, by providing appropriate encourage-
ment to the Afghan freedom fighters and by working to
strengthen Pakistan's security.

The United States must recognize and exploit the
multifaceted instruments of leverage it possesses vis-a-
vis Soviet Allies. As the Soviet empire has grown, so
hlave its vulnerabilities. It used to be the case that
instability anywhere in the Third World provided the
Soviet Union with an opportunity for increasing its
influence at the expense of the United States. While
this remains generally true, it is not exclusively so.

The Soviet Union has become a status gquo power with

respect to regional conflicts such as those in Afghanistan,
Angola, and the Horn of Africa. Moscow's Cuban proxy, as
well as regimes like those ruling Syria, Iraqg. and Ethiopia,
are narrowly based and face severe ethnic, social, racial,
religious, apd economic problems. Their internal character,
moreover, 1is at least as morally suspect as thogse US allies
who are traditionally the targets of attack. The United
States is entering an unfamiliar period of competition in
which the characteristics of the early Cold War are
reversed: unrest and national liberation movements at
times may create opportunities for furthering American
interests, while the US will have to worry about being
deterred from upsetting the status guo by Soviet strategic
power. Where warranted by US interests, we will have to

be ready to raise the ante to counter Soviet power in these
situations.

SECRET

Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2




Approved For Release 2007/8EBREEIA-RDP34B00049R000400750009-2
VII-6-

e e e e e e e \

e m—m Y |

A counter-offensive strategy would attempt to preempt
the Soviets not only confronting Soviet proxies, but by
taking timely political action as well. Insofar as regional
conflict and tension promotes Soviet influence and expansion-
ism, a farsighted and cost-effective American policy would
seek to settle those conflicts in advance to foreclose the
chance of Soviet meddling, as in the case of the British
settlement of the Zimbabwe problem. In some cases this
will--involve the recognition that it is often the actions
and policies of US allies or would-be clients that are
responsible for instability and discontent. Support for
allies must be construed in a broad sense that includes the
creation of durable institutions reflecting our own values.
Political and economic reforms often are essential in this
respect. )

In view of our resource constraints, US policy must.:
better distinquish between primarv and secondarv_interests
in the Third World. The Persian Gulf is clearly a vital
interest and will ‘have priority over other areas. Central
America has substantial untapped oil resources ané-will
become increasipgly important in the next decade. Here
certain traditional elements of containment must be retained.
The US must create and be ready to use a credible -- and if
necessary, unilateral ~-- intervention capability sufricienc
to preserve Western access to o0il .in the face of Soviet and
local threats. We can, and must, solicit the support of our
European, Japanese, and regional allies for this task. But
our experience in Iran should also indicate the danger of
relying too heavily on others to do our work for us. The
Nixon Doctrine was an attractive, but ultimately .
insufficient means of protecting vital US interests. Simi-
larly, horizontal escalation may be useful as a stop-gap
measure reflecting our current vulnerability in the Gulf,

but WM%
Since the Soviets have their own horaizonta

options, the net results need to be thought out with some
care in each case before pursuing specific linkages. The
alternative of direct power projection is both costly and
difficult, but necessary. The Administration will have to
make a major effort to persuade the American public of the
absolute urgency of doing so.
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Apart from the Persian Gulf and the Caribbean basin,
however, the US will not always have the ahility or -
willingness to intervene directly and we oiten wlll he
forced to rely on a variety of alternative instruments.
An imaginative policy will make use of any number of
options singly or in combination. '

First, America's major European and Japanese allies
have special strengths and areas of competence outside the
immediate NATO-Northeast Asia theaters, such as Japanese
economic strength in the Middle East or the French presence
in Africa and the Indian Ocean. These roles can be encour-

. aged and considerably expanded. When allies are not pre-
.  pared-to-acty- they must be persuaded not only to
.. tolerdate but to support unilateral American “actions .
on behalf of the Alliance as a whole. With good planning
and coordination, we often can and should produce such
results.

Second, regional allies can be used not only to support
direct US power projection, but as out-oif-country partners
as well. Such use of regional allies reduces the risk of
direct US-Soviet confrontation and takes advantage of the
regional powers' greater awareness of the local context.
Regicnal partners can provide many types of direct and in-
direct support for mutual security objectives, and:zcan be
surprisingly effective when pitted against local forces.
The US can often achieve a large return on a relatively small
investment of forces, such as the deployment of transport
aircraft.

Third, US economic power is a major superiority over
the Soviet Union and should be brought to bear directly in
addressing the development needs of Third World countries.
The United States should be able to facilitate private

- investment and to offer substantial foreign aid where neces- . ;
sary. This, of course, will reguire the commi tment of
substantial additional resources in a time of general
austerity. Froreign aid ought to be considered as 2 type
of security expenditure, to be increased in step with the
general level of defense spending in ‘the pursuit of our
national security interests.

Fourth, intelligence operations in the Third World can
be substantially improved. It is necessary to revive a
capability for covert political action, so as to be able
- to meet indirect Soviet threats on their own level. The
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time to have prevented the Soviet occupation of Afghanistan
-was April 1978, not December 1979. Furthermore, any sound
regional strategy for countering the Soviets must be based

on better and more timely intelligence that takes into
account the full complexity of the local social and historical
setting; satellite photography can never'wholly replace HUMINT.

Soviet caution and gradualism can be exploited only

insofar as the United States is willing to take on certain.
risks of confrontation vis-a-vis the Soviets. The US should

not relieve the Soviets of these risks or encourage them to
believe they have a free hand. In crises affecting vital
lnterests, the US must draw the line quickly and firmly.

= It is ultimately 1mposszble to devise formu.as or policy
guidelines that will have universal applicability throughout
the Third World. Indeed, that term itself obscures a wide
dlverslty of polltlcal, economic and military organizations
in and the growing diffusion of power to develonlng countries.
These states now exercise unprecedented power in the inter-
national system, compllcatlng the rules of global politics
for the US and other major powers. Thus, the proBlem that
the US confronts cannot be characterized in terms of smmple
juxtapositions like military/economic or Soviet/local; it is
all of these simultaneously. Accordingly, an adequate
counter-offensive strategy will have to approach e2ch region
and issue with nuance and insight, and fashion a creative
response that answers each dimension of the problem with the
policy instruments appropriate to it.
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Introduction

The current Polish experiment represents an historic
watershed for both Soviet imperizl policy in general and
for Eastern Europe in particular. The Poles are demanding
a much more democratic system, one which is much more
responsive to their needs and traditions. This experiment
is being monitored closely by all parts of the Soviet empire
and has enormous implications for change, particularly in
Eastern Europe but potentially also within the USSR.

It also will have a major impact in Western Europe =-- -
it is well to remember that the 1939 German/Soviet invasion
of Poland triggered WWII and that Stalin's takeover of
Poland after Hitler's defeat contributed to the onset of the
Cold Wwar.

o For all these reasons the Soviets are faced with a pain-
ful choice between crushing Poland -- through political-
economic measures if possible and by military means if
necessary -~ and permitting the further unfolding of the
Polish drama. Either alternative entails profound and
incalculable choices for Moscow and generally for East-West
and wider international relations. Moreover, the last six
months can afford Moscow little encouragement that “half-way
measures can cope with the magnitude of this historical:
movement. - :

We will want to be sure that US policy .remains~supportive
of the Polish experiment, politically and economically, while
protecting American interests. The profound importance and
continuing uncertainty of the Polish crisis will require us
to review .the recommendations that follow in light of future
events.

Internal Conditions in the.:Soviet Union

The Communist system faces virtually no direct ooposition

- within the USSR, but neither does it enjoy much enthusiastic
support. The victory in the Seconé World War created what
remains the most, and perhaps the only, secure source of the
regime's popularity. - The dissident movement, despite the
rallying point created by the Helsinki Accords, is weaker than
it has been in some time -- and at no,time found genuine
resonance among the Soviet people. Moscow commands _an over-
whelming coercive force and shows no sign of lacking the will
to use that force to isolate and eliminate direct challenges --
whether centered on political, civil, national or economic
¢rievances.
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) The two issues which could spawn social instability, and
impinge on Soviet external behavior, are unsatisiied consumer

. demands and unrest among the non-Russian nationalities of the
USSR.

~—~ With defense claiming a larger share of GNP and with
investment skewed more heavily to heavy industry, little real
growth in consumption is likely to occur. The food situation
is unlikely to improve as the supply of meat and dairy products .
fails to keep up with rising incomes. As a result, consumer -
preceptions of stagnation in living standards will be rein-
forced. Consumer patience is likely to shrink along with food
supplies. The Soviet population is more preoccupied with food
shortages "than with any other domestic problem. Moscow is
relying on increases in efficiency and productivity throughout
the economy ultimately to raise consumer welfare. This strategy
.. will not work, however, without a better motivated work force.
Unless the leadership provides large increases in quality
foods and goods now for a populace less willing to defer
material satisfactions to the future, hoped-for improvements
in productivity will be hard to realize. :

-- As the proportion of ethnic Russians in the total
Soviet population has declined to approximately 50_percent,
maintenance of ethnic integration in the Soviet multinational
empire has emerged as a problem facing the Soviet leadership.
The Soviets are led.by their ideology to believe that economic
and social modernization will overcome existing ethnic
tensions; but the real effect of modernization may well be to
exacerbate such conflicts. A particular problem is posed by
the higher growth of the population in the Muslim regions of
the USSR. Greater self-assertiveness of these peoples,
combined with possible spillover effects of resurgent Islamic
fundamentalism in Iran and elsewhere in the Middle East,
present the Soviet regime with a potential challienge. 1In
attempting to cope with the nationality issue -- which is not
so much an immediate threat to the system as a long-term
problem -- the Soviet leadership will probably fall back on
instilling Soviet patrioti;m of a chauvinistic sort. .

[}

Against this background, U.S. oolicy should be based on

the following gquidelines: ~

-~ We should use the sensitivity of Soviet leaders over
their dismal domestic record to keep the USSR on the defensive.
Although the internal impact may remain marginal, the lnter-
national benefits to the West are cuite real.
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-= Multilateral forums remain important. Despite the
weakness of the Helsinki monitoring groups, CSCE deserves
real prominence: it sustains West European interest in human
rights (which is otherwise quite cautious and tentative); it
provides. an opportunity to apply differing pressures on the
Western European states and to encourage their internal
liberalization and external independence. Above all, CSCE
offers a recognized legal basis for holding the Soviet Union
to standards of human rights.

== The U.S. should continue to give the cause of human
rights in the USSR rominence, both in bilateral contacts and
in multilateral forums. oOur aim should be to advance that
cause, while focusing international attention on the sad
realities of official Soviet behavior in this field.

=~ The target groups of Western attention, especially for
propaganda purposes, should include especially the Baltic
stated, all religious groups (especiall Muslims), Russian as
well as non-Russian nationalities, and growing economic
discontent.

—- There should be a sharp increase in resources allocated
for broadcasting into the Soviet bloc, so as to permit both
needed technical modernization of existing RFE/RL facilities
and the expansion of RL in areas optimal for broadgcast to
Soviet Central Asia, Siberia and the Far East. Negotiation
of agreements with other nations concerning leasing of avail-
able air time or the construction of new RL facilities should

be accorded high priority. : =

-- There should be a systematic review of our programming
policy in the broadcasting arez in order to ensure that we
have an adeqguate understanding of audience characteristics
and of the objectives we want to achieve. ICA, together with
State and other concerned agencies, would prepare a set of
public affairs strategies to support the key policy decisions
that result from this study. ICA activities should be
reviewed in light of the Administration's interes; to do more,
do it smarter, to hit harder at Soviet vulnerabilities. The
U.S. should not be drawn into strident attacks on the party,
its leaders, or any foreighn policy issue likely to evoke
Soviet pbride or patriotism. :

- make a worldwide effort to play on Soviet
authoritarian oppression, shortages and costly
military adventures.

- exploit weaknesses in Soviet civic morale by
directing attention at the corrupt and demoralized
state of Soviet society; virtual disappearance of
commitment to Marxism-Leninism; industrial mis-
management and absenteeism; and emphasis on
failure of the system to provide not a decent but

just a tolerable standard of living.
] Approved For Release 2007/02/08 : CIA-RDP84B00049R000400750009-2
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In general, our competitive objective should be to
nourish internal Soviet pessimism in order to further degrade
productivity and impede innovation across the wnole spectrum
of the society.

The Seventies opened up the USSR to an increased knowledge
of conditions in other countries and this has helped to
.decrease the common citizen's willingness to accept shortages
and institutionalized poverty. Contact with the West has to
a considerable degree lowered Soviet morale and raised expec-
tations. The US has a competitive edge if we have the will to
exploit it.

Eastern Eurore

The Soviets regard Eastern Europe as essential to their
security and seek to maintain it as a military, political
and ideological buffer zone as well as a potential launching
pad against the West. ThroughQut the post-war era, Moscow has
sought to achieve the maximum possible degree of hegemony
over Eastern Europe, using the Warsaw Pact, CEMA and the
doctrine of proletarian internationalism as its principal
policy instruments. :

The Soviets also have an important stake in Eastern Europe's
political stability and economic viability. This has bean’
one factor reconciling them, however grudgingly, to some diver-
sity in the area. -The Solidarity movement in Poland is the most
immediate factor working to promote increased diversity in the
area. Economic and other factors are also working to reinforce
the trend toward diversity in Eastern Europe. :

The Soviets are well aware of the ultimate contradiction
between East European nationalism and Russian contrcl. Moscow
therefore has shown limitedvgolerance for either "destalin-
ization" or "desatellization”". To counter increased East-West
contacts, the Soviets have tightened up internal discipline
at home and in Eastern Europe and are pressing for tighter
economic integration in Comecon and military integration in i

- the Warsaw Pact. Nonetheless, the actual exercise of control .
has not proven to be easy. !

Beyond the immediate crisis in Poland, several basic forces
are at work eroding Soviet control:

-—- Economic Factor. Eastern Europeans are straining to
pay for higher-priced oil and other imports from the USSR as
well as Western advanced technology, raw materials, and
manufactures necessary to modernize and expand their industries.
Thus far, the very large growth in imports from the West has
been financed by massive hard currency borrowing. Eastern
European hard currency indebtedness has risen sharply, and
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the debt service ratios of Several countries are being .
watched closely by creditors. The post-1973 Western infla-
tion/recession has contributed further to the surge in

S~ East-West Factor. The CSCE Final Act provisions on
human "contacts have had a considerable psychological impact
in Eastern Europe, stirring Soviet ang Eastern European
leadership concerns. East-West contacts and tourism also
have lifted the hopes of many Eastern Europeans for greater
intercourse with the West. Walesa's Solidarity movement has
borrowed heavily from Western political and trade union
tactics, developing a Potentially magnetic model for other
Eastern Europeans. . o

== ldeoclogical Pactor. While highly objectionable ‘to us,
the stands of thse Italian, Spanish angd even the French
Communists have had a marked liberalizing effect on_intellec-
tuals in Eastern Europe and the USSR. Romania's independent
stance on key foreign policy issues and insistence on each
Party's right to pursue its own independent course have also
caused problems for Moscow. These developments, together
with the bankruptcy of Marxism-Leninism, both morally and as
a guide to governing modern societies, are likely to be an
important source of continuing ferment in the Soviet Union
and the Eastern European states. ' .

== China Factor. The enhanced international role of
China and Beljing's independent stand in the communist worigd
continue to concern Moscow., Deepening Chinese relations with
the U.S., Western Eurcpe and Japan have generated Soviet con-~
cern and opposition to political innovation in Eastern Europe.

== The Nationalism Factor. This is most evident in the
Polish crisis, but each of the Warsaw Pact states of Eastern
Europe has its own national traditions and aspirations ang,
éxcept perhaps for Bulgaria, each nationalism has an anti-
Soviet aspect.
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These factors of economic decline and frustrated political
possibilities have enhanced the sense of popular dissatisiaction
with Eastern European regimes -- Kadar's Hungary appears to .
be a partial exception -- and -increased the:prosgect of Polish- .
_style social and political tensipns. These occasionally may
take the form of civil. disturbances and violent eruptions.

" The likely pattern.will be one of increased pressure on the
Party leaderships by groups, both within -and outside the Party,
to permit some devolution of power to the more "modern® ele-
ments in society. In short, events in Eastern Europe may have

a volatile and dynamic character in the 1980's posing major
choices for MOSCOW'S management Of Eastern Europe, and pie-
senting both dangers and opportunities Ior e West. . -

The Soviet response has been a pragmatic combination of

holding to a firm line where possible (e.g.. East Germany,
Czechoslovakia, and Bulgaria) and grudging atceptance of
gradual reform or autonomy where necessary, (e.g., Poland,

Romania and Hungary).

.

From a Soviet standpoint, this policy suffers from two basic

defects. First, gradual satisfaction of demands =-=- On economic
issues, liberalization or foreign peolicy. autonomy == inevitably
feeds rather than satiates East European appetites; Secondly,
given its own major economic and prospective energy problems,

i+ is a calculated act of political will for the USSR to divert
SCarce economic resources from internal Soviet requirements to
the needs of more developed East European economies. The price
of holding the Eastern European states in their satellite status
will continue to rise. This is quite clear in the Polish case,
and in the example of trade and oil guarantees recently given to

the GDR.

US Policy

’
3

We face both short-term and long-term policy decisiens
regarding Eastern Europe. In-both cases our objectives are
to promote internal liberalization, foreign policy autonomy
and greater political and‘'personal- contacts between kast and
West. We want in this way to enhance the degree oI personal
freedom, to further the gradual reemergence of a Western bias
within these societies and to highlight the incompatibility
of their post-war national development with their current sat-
ellite status. We also want over time to encourage them to
pursue foreign policies which are more grounded in their own
national interests and in more broadly based international
cooperation. In a prolonged crisis, these factors might also
serve, to some degree, to complicate the East European contri-
bution to Soviet/Warsaw Pact military capabilities and actions
concerning Western Europe.
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Poland, we should confirm our differentiated a roach to
East European states, seeking to improve relations and be

forthcoming with countries that are relatively 1iberalgPolang
and Hungary) or relatively indegeﬁdent-(Romania),'while . .
dealing with the other East Europeans (Bulgaria, Czechoslovakia
and East Germany) on the basis of strict reciprocity. High-

level vis@ts_’MFN and the character of economic relations, and
the other symbolic manifestations of diplomacy, would be
calibrated to reflect accurately the nature of our differ-
entiated relations with particular countries and to avoid

..conferring legitimation on the more rigid regimes. ==

- . . I3

Yugoslavia should continue to be accorded special treat-
ment and Yugoslav independence should remain a matter of our
national interest. Albania has long ago quit the Warsaw Pact
and is a maverick East European state. There presently seems

.~ to be little prospect of resuming relations with Albania although
contacts should be explored.s b

‘ In the longer term through the 1980s, we need a Western
strate to foster steady liberalization and growing autonomy
of Eastern Europe without the major political convulsions that
could attract Soviet intervention. This strategy would in- )
volve a variety of political, econdmic and cultural exchanges designed
to intensify contact between the West and Eastern Eurepe. It

would turn on endemic East European debt and economic problems,
which are expected .to deepen in the 80's when Moscow will be
less able to help. By offering economic .cooperation, subject
to _conditions set by the IMF and private Western creditors,
- we would be seeking over time to enhance our influence and
their internal freedom of action. )

We should not have extravagant expectations for early or
sweeping change, and a Soviet invasion of Poland would under-
mine this approach for the mid-term. - But this approach seems
most relevant to the opportunities for steady and positive
East European political evolution in the 80's. To be effective

2 this strategy must be managed in coordination with our allies,
banks, labor unions and Qther relevant private groups, to
ensure that we increase Ebst European political—-economic

dependence on the West -- and thereby expand our influence and

leverage -- rather than creating a crippling economic Western
dependence. The West European and Economic sections Of This

study (IV and VII) elaborate on the need to integrgte this
approach with our broader East-West economic policies.

The Soviets will resist this approach and doubtless are
- prepared to use military force if they perceive a threat to
their vital interests. If our analysis of endemic East European

SECRET
Approved For Release 2007/02/08 : CIA-RDP84BOOO49R000400750009-2

. — e 74_*__4.‘-4&.“'




L ¥]

]

Approved For ReleaSOYERE®2/08 : CIA-RDP84B00049R000400750009-2
VIiiI - 8

and Soviet energy weakness is correct, however, a path of
rigid Soviet opposition to East European change could have

highly counterproductive consequences for Moscow, forcing )

the USSR to contemplate a series of rolling crises and .
!—-————-———e——--—J3l———r—-———--—-————————il———————-———

internal disruptions within Eastern Europe-and the possible
need for their repeated use of military force. .

. If the Soviets adopt a more rigid long-term posture and
reject change, we may want to consider a set of policies de-
signed toc heighten the costs of this course for Moscow. . This
"would be particularly applicable in the mid~term following a
Soviet invasion of Poland.  For the longer term, however,
this would be a more high-risk and speculative US approach,
which would render the East Europeans hostage to great power
confrontation tactics. In addition it would be very diffi-
cult to gain allied support for such a policy.: .

o

The Polish crisis illumirtates and encompasses all-of the
factors described above, as well as the significant constraints
on US influence in Eastern Europe. ¥Future US policy toward
the region will be heavily influenced by the outcome of the
Polish experiment. . An invasion involving East European troops
will freeze contacts for a protracted period and oresent us
with major strategic questions regarding our East Suropean
policy.

If the Poleé'mﬁggle through, retaining and perhaps builg-

ing on the remarkable political and economic reforms already
achieved, the Soviets can anticipate further demands for
change in other parts of Eastern Europe. In this sense,

the present Polish crisis constitutes a major effort to test--
and stretch-—the limits of Soviet tolerance of political di-
versity in Eastern Europe. The Soviet response will carry
potentially enormous implications for East-West relationms,
whether Moscow intervenes or permits the Polish experiment to
continue. ' !
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