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3EYOND THE OPEN DOOR: U.S. POLICY
AND ACCESS TO GLOBAL RESOURCES

. BACKGROUND

Throughout tiie postwar era, U.5. foreign policy has pressed for

lowered tariff and non-tariff barriers to world trade and the emergence

of an open world economy. Both the Bretton Woods agreements and the
GATT were designed to serve that objective. The IMF was to provide a

| foreign exchange system adequate to future growth of world trade, while
the CATT committed its members to the principle of nondiscriminatory
trading and to pursuit of trade liberalizaticn. But, although the

Atlantic Charter referred to

The enjoyment by all states, great or small, victor or van-
quished, of access, on equal terms, to the trade and to the
raw materlals of the world which are needed for thelr eco-
nomic prosperity* [1talics added],

the focus of the postwar economic order has been upon access to markets

P

and not upon access to supplies. -

Recent events, most particularly the polltically-motivated use of
2xport controls by most of the Arab ol l-producing countries in October
1973, have brought the question of accecss to raw materials supplies
back to the forefront of global debate. Within the United States there
has been contlnulng speculation about how to respond to a future Arab

. embargo and about what types of internatlonal norms of access to

L *The Atlantlc Charter, 1941, in Willlam Appleman Williams (ed.), The
Shaping of American Dlplomacy (Chlcago: Rand McNally & Co., 1956), p. 914

**0n the origins of the postwar system and U.S. policy, see Gabriel
Kolko, The Politlcs of War (New York: Vintage Books, 1968), esp. Ch. I1.
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supplies the United States should begin to foster. Each of these
questions exists within a broader context of issues associated with
managing global economic interdependence, the scope of redistribution
from rich to poor nations, and strengthening the existing system of
conflict management while broadening it to encompass irternational
economic collective security.

The following paper delineates the framework of a U.S. policy on
access to global resources. Beginning from a discussion of the dimen-
sions of the problem, it goes on to propose and assess alternative norms
in view of U.S. interests both narrowly and more broadly definec, the
interests of other countries, and nascent community interests. FfFinally,
ir discussing how U.S. policy might pursue its preferred norms, the
measures which could be utilized to deter or respond to any future Arab

oil embargo will be evaluated.
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Il. DIMENSIONS OF THE PROBLEM

Any attempt to delineate the dinensions of the access-to-resources
problem immediately becomes enmeshed in controversies concerning the
feasibility of U.S. energy independence, the likelihood of global food
shortages, the prospect of natural scarcities in other non-fuel raw
materials, and the probability that the success of the OPEC cartel will
lead to additional successful raw materials cartels. A complete dis-
cussion of these issues exceeds the scope of this paper. However, to
provide background for later analysis and to indicate that the reed to
consider appropriate international export control norms stems not only
from the possible short-run use of the Arab ''oil weapon,'' but also
from uncertainties about long-run resource scarcities, a brief examina-

tion of this resource debate is warranted.

U.S. Energy Independence

Near-term U.S. dependence upon imports of foreign oil, including
growing relative dependence upon Arab oil, remains unavoidable. Both
the prospect of continued Arab-Israeli conflict and renewed Arab refer-
ences to the possibility of politically-motivated production cutbacks
or embargoes indicate, therefore, the need to articulate a U.S. policy
on access to global resources. Over the longer-run, U.S. attainment
of relative energy independence would be possible. To do so, however,
by 1985-1990 would require sufficient political will and ability to
reduce demand by Soth conservation and a shift to energy-saving pro-
cesses and equipment and to increase domestic supplies by greater use

of coal, off-shore oil, nuclear power, and shale resources. Yet, for
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a variety of reasons, the outlook for relative independence is uncartain.
These include political vacillation, resistance from environmentaiists
and others to increased reliance upon nuclear power and coai strip-
. 13 3 “If . - .
mining in the West, investor uncertainty about the longer-rur price of
oil combined with governmental reiuctance to set a fioor beneath the price
5 . ik s e
of oil substitutes,” and iimited movement toward the level of conserva-
. . Kk ,
tion and energy-zaving adjustments that would be required. Given
these factors, the near-term of Unlted States vuinerabiiity to the Arab

"oil weapon'' may be more prolorged than previously anticipated.

Food Shortages

For many countries the access-to-resources probiem inciudes access
to U.S. food and feed grains supplies in a time of perlodic, recurrent
shortages. Although some question arises whether coming decades will be
characterized by such shortages, most agricultursl economists foresee
an unsteady balance between world suppiy and demand punctuated by
periodic crises In which globai needs ciash with U.S. efforts to assure
adequate domestic availabiiity of such suppiies at moderately stabie
prices. The changed worid food situation during the next decades wiil
be shaped by three factors: First, both popuiatlon growth and higher incomes
are Increasing demand. The iatter is particularly exacerbating because
increased income is accompanled by a shift to reiiance upon mezt as a protein

source with concomitant Increased per capita cereal consumption. Second, those

*On resistance to strip-mining among Montana ranchers, see The New
York Times Magazine, October 6, 1974,

*
*See recent decision of Colony Development Operation to suspend con-
struction of shaie oil piant, The New York Times, October 5, i974.

***The New York Times, October 9, 1974.
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global grain reserves and unused U.S. croplands which underpinned the stabll-
ity of the postwar global food economy no longer exist. Third, critical
inputs necessary to achieve greater yields on availabie land, e.g., fuel, fer-
tilizer, water and appropriate weather conditions, may very likely be unavail-
able periodically or available only at prices which preclude sufficiently
widespread utilization.* For these reasons, optimists notwl thstanding,

global dependence upon North America, and particularly upon the United

States, as a source of residual agricultural exports to make up for

periodic shortages elsewhere will increase greatly during the next

decades. The probable clash between U.S. domestic interests and those

of other nations illustrates the need to clarify international norms

for export controls.

Non-Fuel Raw Materials and Commodi ty Cartels

Following Meadows and the Limits to Growth argument, some would

contend that access to resources will dominate future international
economic affairs as the world slowly ''runs out of raw materials.' Were
this the case, heavy U.S. dependence upon foreign sources of vital raw
materials, e.g., bauxite, chromium, cobalt, maganese, mercury, nickel,
tin, tungsten, and zinc, would de a cause for concern But such dire
predictions of naturally induced scarcltles too qulckly dismlss the

likelihood that present and new technologles wlll permit a gradual

*See. e.g., the dlscussion in Lester R. Brown and Erlk P. Eckholm,
i ""Food and Hunger: The Balance Sheet," Challenge, September/Octcber, 1974,
pp. 12-2b; Lyle P. Schertz, "World Food: Prices and the Poor," Forelgn
1 Affairs, Vol. 52, No. 3 (April 1974), pp. 511-537; Willard W. Cochrane,
1 Feast or Famine: The Uncertain World of Food and Agriculture and Its Polic
: Implications for the Unlted States ZWashington. D.C.: Natlonal Planning

Assoclation, 1974).
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shift from scarce to abundant materials, the development of new substi-
tutes, more efficient use of lower grade ores, economies of use due to
increased prices, increased recycling, and similar adjustments as have
occurred in the past when a particular raw material became scarce.
Thus, a more plausible conclusion is that "the United States is not
likely to experience truly serious shortages of raw materials auring
the next thirty to fifty years because of projected population and
economic growth.”;'r

The outlook for scarcities artificially induced for economic or
political reasons by commodity cartelization is somewhat more uncertain.
Both sides in the current "commodity cartel debate' note how OPEC's
apparent success has stimulated efforts to form cartels by other groups
of raw materials producing countries, e.g., in bauxite, tin, copper,
coffee, and even bananas. They agree also that low price elasticity of
demand and supply, high market concentration, and an ability to coordi-
nate policy and actions reinforced by the experience of past cooperation
27e necessary conditions for successful cartelization. This agreement
begins to crumble on whether these non-fuel raw materials are character-
ized by the preceding conditions. How unresponsive to changes in price
are supply and demand for materials such as taurite, tin, copper, zinc,
and nickel? |Is the number of producers sufficiently limited? More
importantly, even assuming that many if not most raw materials are so
characterized, are the preceding necessary and sufficient conditions for

a successful producer cartel? Must there also be shared political

*

Joseph L. Fisher and Ronald G. Redker, '""Population Growth, Resource
Avallability and Environmental Quality," American Econemic Review, Vol. LXI1I
No. 2 (HBY 1973)| PE. 79'87| P. 8"

Do "

[
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values or will the mere ability to ''get along with each other' suffice?
Are large foreign exchange reserves necessary to allow a country to
sacrifice currernt revenues for future gains, or is the prospect of such
gains enough in itself? How much did passlve governmental and multi-
national corporation respanses contribute to OPEC's success? Can low
consumer resistance be expected in the future? Definitive answers must
await the outcome of current and future efforts to follow OPEC's exampie
as well as of the OPEC cartei's long-term development. Untii then, how-
ever, some uncertainty about the impact of possible commodity carteliza-
tion upon resource availability remalns, even if the probability is for
less success than pessImists predict.* Moreover, attention to develop-
ing norms for access to supplies may serve to foster and legitimize the
consumer resistance whose absence contributed slgnificantiy to OPEC's

K%
rise to power.

Interdependence, Economic Power and

the N2ed for Norms

Recent years have seen the growth of security and economic interde-
pendence among Western advanced industrialized countries. Periodic con-
flicts have been replaced by a "securlty community' within which the
prcspect of military confllct is no longer a prime concern. During the

same time, changes in communication and transportation technologies

*

pp. 497-510.

**See, Stephen B. Krasner, ''The Great 0i) Sheikdown," Foreign Policy, No.
13 (Winter 1973-74), pp. 123-138; M.A. Adelman, '"Is the 0il Shortage Real?
0il Companies as OPEC Tax Collectors," Foreign Policy, No. 9 (Winter 1973-74),

pp. 69-107, esp. 79-82.

s b

s B ae st =]

—— b b

Representatlve of the "commodity cartels debate' are C. Fred Bergsten,
"The New Era in World Commodity Markets," Challenge, September/October, 1974,
pp. 34-42; Stephen B. Krasner, "0il is the Exceptlon,' Foreign Policy, No
14 (Spring 1974), pp. 68-83; Bension Varon and Kenj1 Takeuchi, ""Developing
Counties and Non-Fuel Minerals," Foreign Affairs, Vol. 52, No. 3 (April 1974),
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have eroded the pre-existin~ fragmentation of factor markets among
these industrialized countries, creating an ''interpenetration of econ-

omies.' Each development affects the dimensions of the access-to-

resources problem.

On the one hand, reaction in both Japan and Western Europe to the
imposition of a temporary embargo on soybean exports in June 1973 4nd to
the general nattern of U.S. economic policy in the early 19705 indicates
that economic issues are one of the most crucial sources of potential
disruption of fhe Western Industrialized security community. Continued
cohesion of the Atlantic Alliance and the U.S.-Japanese relationship
depends partly upon how the issue of access to U.S. agricultural commod-
ities is managed. On the other hand, the growth of economic interde-
pendence, eroding national economic autonomy because of the sensitivity
of domestic economies to actions and events In other countries, necessi-
tates the creation of joint instltutlons and practices within which to
harmonize national economic policies. Even granting that the United
States is relatively less vulnerable to a disruption of interdependence
relationships, an unscrambling of those relationships now would have

important costs.  The development of norms for access to raw materials

is necessary, therefore, lest a race for access, motivated elther by

*On economic interdependence, see C. Fred Bersten, In association with
John A. Mathieson, ""The Future of the International Economic Order: An
Agenda for Research," in C. Fred Bergsten (ed.), The Future of the Interna-
tional Economic Order (LexIngton, Massachusetts: Lexington Books, 1973),
pp. 1-59, esp. p. 1-33; Richard N. Cooper, "Economic Interdependence and
Foreign Pollcy in the Seventies," World Politics, Vol. XXIV, No. 2 (January

1972), pp. 159-179; Edward L. Morse, ''Interdependence in World Affairs'
(Mimeograph) .

e ol

e
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fears of near-term vulnerability to supply interruption and Jdncertainty
about the long-term availability or simply by erroneous calculations,
everituate in lust such an unscrambling.

One final aspect of the contours of the access-to-resources prob-
Tem should be noted. World politics has been dominated previously by
questions of war and peace. The "soldjer and the diplomat," to use
Raymond Aron's summary, have shaped the ebb and flow of events. Two
secular trends are likely to modify this preoccupation with mi litary
security in the next decades, thus causing new problems while creating
new opportunities. First, as many have argued, an erosion of the
traditional distinction between "high foreign policy' concerned with
national defense and ''low foreign policy" concerned with wealth and
welfare is oczurring. Put otherwise, economic issues and the question
of internationa! economic collective security will increasingly have to
be dealt with in defining and pursuing international peace and order.*

Second, althouygh it appears somewhat extreme to corclude as Robert Hunter

=

has done that ''we are moving into an era dominated by economic power,''**
it appears, nonetheless, that the decreasing utility of mi litary power

joined to the rise of economic issues to the top of foreign policy

e 4

agendas augurs the increasing importance of economic power. From this

dual perspective the question of access to resources, and particularly

‘See, e.g., Cooper, "Economic Interdependence and Foreign Policy';
Edward L. Morse, '"The Transformation of Foreign Policies: Modernization,
Interdependence and Externalization," World Politics Vnl. XX11, No. 3 (April
1970), pp. 371-392, pp. 377-383; Richard N. Cooper, ""Trade Policy is Foreign
Policy," Foreign Poli:y Number 9 (Winter 1972-73), pp. 18-36. i

**Robert Hunter, "Power and Peace," Foreign Policy Number 9 (Winter 1972-
73).pp. 37-54, p. 38. See also Seyom Brown, ''The Changing Essence of Power,"
Foreign Affairs Vol 51, No. 2 (January 1973), pp. 286-299.
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it, current manifestation of how to react to the politically-motivated
use of oil, takes on added significance. It represents the first arena
within which U.S. foreign policy and the international community gener-
ally must begin coming to terms with both the problem of international

economic collective security and the regulation of economic power.
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111. ACCESS TO GLOBAL RESOUNCES:
EXISTIG NORMS AND DIVERGENT POLICY PREFERENCES
To provide a foundation for delineation of a U.S. policy regarding
access to supplies, it is necessary to examine the existing rurms
governing access to -esources and to specify the range of policy pre-

ferences and goals which are involved.

Existing International Norms

Turning initially to the politically-motivated use of export con-
trols, an examination of the relevant norms provided by Article 2, Para-
graph 4 of the United Nations Charter, Declarations by the U.N. General $
Assembly, customary state practice, and treaty provisions leads to two
conclusions: first, the normative status of attempts to influence other
countries' domestic and foreign policies by export controls is somewhat
more ambiguous than references to the Arab oi] embargo as ''economic (

warfare clearly in violation of international law' would claim; and

second, there is, nonetheless, sufficient basls within existing inter-
national law from which a norm prohibiting such politicization of

*
ircernational economic interaction could be developed.

The most obvious norm is expressed by Article 2, Paragraph 4 of

the U.N. Charter:

All members shall refrain in their international relations

from the threat or use of force against the territorlal

integrity or polltical independence of any state, or in any

manner Inconsistent with the purposes of the United Natlons. |

” . T §

*

As noted below, one of the most critica) questions is whether u.Ss.
raw materials policy should seek the depoliticization of export controls
and trade.
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The controversial question is whether "force'' encompasses economic

coercion. Even though the travaux preparatoires do not explicitiy

support their contention, many jurists claim that Article 2 (4) pro-
hibits oniy '‘armed force."" More importantiy, among legai schoiars who
argue for a less restrictive interpretation, hoiding that Articie 2 (4)
was intended to prohibit more than the threat or use of a nation's organ=-
ized military capability, there is disagreement. lan Brownlie, for
exampie, proposes that,

whilst it is correct to assume that paragraph U4 applies to

force other than armed force, it is very doubtful lx it

appiies .~ zconomic measures of a coerclve nature.
To the contrary argue Jordan J. Paust and Albert P. Blaustein, foiiowing
the McDougal-Lasswell approach with its attempt to distingulsh permis-
sibie from impermissibie coercion. They contend that when the Preambie
and Articies i and 2 of the Charter are interpreted within a broader spec-
trum of U.N. Deciarations, it is now possible to see that the use of
economic coercion can violate the Charter."*** Even in an international
system in which some degree of coercion is unavoidable, Paust and Blau-
stein contend that a contextual analysis of a particular instance of
economic coercion could indicate that it was so sufficiently intense and
inconsistent with the purposes of the U.N. Charter as to fall under the
Article 2 (4) prohibition. They claim, further, that the Arab oil

Khkk
embargo was such an instance.

*see discussion by lan Brownlie, International Law and the Use of Force
by States (Oxford: The Clarendon Press, 1963), Ch. XX.

**1bid., p. 362.

*k* ordan J. Paust and Albert P. Blaustein, '"The Arab 0il Weapon--A Threat
to Internatlional Peace,' American Journal of International Law Vol. 68, No. 3

(July 1974), pp. 410-439, p. 419; also see pp. L15-423.
kRRK L 1d., p. b3, pp. W26-U38.
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Am~ng the U.N. Declarations to which Paust and Blaustein point to
support their contention that Article 2 (4) encompasses more than '‘armed"
force is the 1970 United Nations General Assembly Declaration of the
Principles of International Law Concernirng Friendly Relations Among
States. This Declaration reads in part:

no State may use or encourage the use of economic, polltical,

or any other type of measures to coerce another State In

order to obtain from it the subordination of the exercise

of its sovergign rights and to secure from it advantages

of any kind.

Notwi thstanding this declaration, whether intense economic coercion such
as the Arab '‘oil weapon'' clearly violates existing international norms
is still disputable. Assuming a violation of other parts of the Decla-
ration on Friendly Relations or of the U.N. Charter, would economic
coercion exercised in self-defense or as a reprisal be permissable?
Depending upon the particulars of the situation, could it be claimed

5 ** . e
and recognized to be so? There is also legitimate doubt about the
status of General Assembly resolutions and declarations as sources of
. S a
internatlonal law. Finally, other General Assembly resolutions
appear to erode the impact of the D2claration on Friendly Relatlons as
a source of a norm prohibiting economic coercion. For example, in 1960
the General Assembly passed a resolution upholding ''the sovereign right

of avery State to dispose of its wealth and natural resources."****

"ON. G.A. Res. 262 5(Xxv), October 24, 1970, GAOR, 25th Sess., Supp.
No. 28 at 122-24 (A/8028).

**See, e.g., Ibrahlm F. |. Shlhata, "Destinatlon Embargo of Arab 0il:
Its Legality Under International Law," to be published In American Journal
of International Law (November 1974).

*%%) 0uis Henkin, How Nations Behave (New York: Praeger, 1968), pp. 165-
173.
akkky N. G.A. Res. 1516(XV), GAOR, !5th Sess., December 15, 1960.

TS R————
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And a 1972 resolution, after reaffirming both the right to control
natural resourcec and the prohibition on measures of coercion, went on
to declare '"that actions, measures or legislative regulations by States
aimed at coercing, directly or indirectly, other States engaged in...

the exercise of their sovereign rights over their natural resources..."
violated the Charter and the Declaration on Friendly Relations.* This
emphasis upon 'full permanent sovereignty of every State over its natural
resources aad all economic activities' was restated in the 1974 General
Assembly Declaration on the tstablishment of a New International Economic
Order.** Certainly it could be claimed that the meaning of "'sovereign
rights' does not include actions which impede the development by other
countries of their natural resources or which clash wlth the growing
communi ty emphasis upon cooperative action to promote community goals

of increased human rights and welfare, economic development, and social
progress. From this perspective the Arab use of the ''oi' weapon'' or
other instances of coercive manipulation of natural resources could be
class|fied as detrimental to a more inclusive community approach to
natural resource development and use.*** Nevertheless, noting this
possible counterclaim does not resolve the issue; it serves only to

indicate again the normatively ambiguous status of polltlcally-motlvated

export controls.

U N. G.A. Res. 3016(Xxvl1), GAOR, 27th Sess., December 18, 1972.

*%) N. Monthly Chronicle, pp. 66-69, p. 67.

*%%cae Paust and Blaustein, op. clt., pp. 420-423.




HI-2148-DP 15

This ambiguity is enhanced once customary state practice is exam-
ined. During the postwar era, the United States placed embargoes upon
the sale of so-cailec ''strategic" goods to the Soviet Union, the Chinese
People's Republic, North Korea, North Vietnam, Soviet Bloc rnuntries of
Eastern Europe, and Cuba. The Export Control Act of 1949 authorized
the President to prohibit or curtail exports ''to further the fereign
policy of the United States,' to preserve ''the national security' of
the United States. This power to prohibit exports on grounds of U.S.
foreign poiicy and national security was reaffirmed by the Export Admin-
i.tration Act of i1969. At the start of the Cold War era, moreover, the
United States used its economic and military leverage, formalized in
the Battle Act of 1951, to pressure its Western European allies to
cooperate in this embargo policy. These countries did so for a time,
passing appropriate domestic legislation or relying on pre-existing
law. Nor has the poiitical use of export controls been solely a Western
practice. The Soviet Union has utilized trade restrictions against a
range of countries including Yugoslavia, Albania, Finland, and Chlna.*

Yet, to note, as has Gunnar Adler-Karlsson in his definitive study
of the subject, that ‘‘the embargo policy has been worldwide,"** does not
resolve the question of its normative stotus. international law cannot
be equated simply with ""what states do' if it is to retain its status

as law. Without a sense of reciprocally binding obligation, customary

®

For a brief summary, see Klaus Knorr, Power and Wealth: The
Political Economy of International Power (New York: Basic Books, 1973),
pp. 138-156.

**Gunnar Adler-Karlsson, Western Economic Warfare, 1947-1967 (Stock-
holm: Almquist and Wiksell, 1968), p. 3.

s IO
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state practice is cnly '"'the merely systematic exercise of power.'**
Whether the postwar prevaience of export controls utiiized for wolitical

Purposes exemplifies the creation of a legitimizing norm or only state

exercise of power within the interstices of the international legal

system remains unclear.

One further relevant set of norms coricerning export controis is the
provision of the General Agreement on Tariffs and Trade (GATT). Article
| contains the mest-favored-nation treatment provision, formuiating
the basic principle of nondiscriminatory trading relationships. Article
11 prohibits Quantitative rectrictions on imports or exports by the use
of quotas, licenses, or other measures, subject to stated exceptions,
Articie 13 requires that import or export restrictions be dpplied wi thout
discrimination against third countries. Article 20 enumerates ''general
exceptions,' including the right to take measures 'relating to the con-
servation of exhaustible naturel resources," and prohibits "arbitrary or
unjustlfied discrimination between countries' in regard to such mea;ures.
Finaliy, of central importance to the problem of the normative status of
export controls, Articie 21 deciares that the preceding Articles should
not be construed ''to prevent any contracting party from taking any action

which 1t considers necessary for the protection of its essential security
interests...taken in time of war or other emergencies in international
relatlons.' Thus, although some would araue that the politlcal use of

export controis, and particularly the Arab ¢l embargo, violuted the

*
Tom J. Farer, "Law and War,'" in Cyril E. Black and Richard A. Falk,

The Future of the Internatlional Legal Order, Volume 1i1: Conflict Manage-
ment (Princeton: Princeton University bress, 19717, p. 21, pp. 20-27.

R
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provisions of the GATT,* it appears necessary to agree with Richard N.
Gardner that ''it is ertremely difficult to discern any coherent guide-
lines for national poiicy.”** The sweeping ''national security' excep-
tion of Article 21 serves to reinforce this conclusion.

The internationai iegai status of poiiticaily-motivated manipuia-
tions of economic power and resource control thus continues to be a
matter of much controversy. Even though a strong case could be made,
based upon interpretations of existing norms, that such measures are
orohibited, a counterclaim could be established and buttressed by
other suitable references. That clear norms governing economic coercion
do not exist should not be surprising, for, as William Coplin has noted,

To conclude that international law must adjust to political

reality, therefore, is to miss the point, since inter-

national law is part of political realiity and serves as

an institutionai means of developing and reflecting a gen-

eral consensus on the nature of international reality.

The norms governing politically-motivated export controls are ambiguous
because consensus on the place of economic coercion as an Instrument of
stability and/or change within the present international system is lack-
ing and divergent poiicy preferences exist. However, before examining

those divergent preferences and interests, a brief consideration of norms

concerning economically-motivated export restrictions is needed.

*Pau- . and Blaustein, op. cit., p. h26.

**Testimony of Richard N. Gardner, Hearings, Joint Economic Commi ttee,

On Economic Impact of Petroleum Shortages, 93rd Long., Ist Sess., December

13, 1975, pp. 156-161, p. 157.

***William 0. Coplin, '"Law and International Politics,' reprinted In
Pollti.s and the International System, Kobert L. Pfaltzgraff, Jr. (ed.)
(Philadelphia: J.B. Lippincott Co., 1972), pp. 524-561, pp. 560-561.

e

e e




18 HI-2148-DP

The main instrument reguiating trading relatlons, ircluding the use
of export controls as an instrument of domestic economic policy, e.yg.,
the June 1973 U.S. temporary embargo on soybean exports, is the GAT.

As noted already, GATT provides a set of general rules to govern inter-
national trade, commits the contracting parties to lowering trade bar-
riers, and contains procedures for settling disputes over its provisions
and mechanisms for the contiolled employment of economic sanctions. At
the same time, GATT provides a series of permissible exceptions to its
rules.:‘c In addition to the ''mational security'' exception of Article 21
‘ﬂpoted earlier, several exceptions bear upon the issue of export controls
for domestic reasons. Article |1 permits export prohibitions or restric-
tions ''temporarily appiied to prevent or relieve critical shortages of
foodstuffs or other products essential to the exporting contracting
party.' Article 20 allows for measures related to '"conservation of
exhaustible natural resources'' and permits restrictions "essential to
the acquisition or distributlon of products in general or local short
supply.'" Given these exceptions, the result is to ''leave very llttle,
if any, effective GATT policlng of export control policy.”** Thus, as
in the case of politically-motivated export controls, the existling
normative framework for the problem of access to supplies Is inadequate
to handle the problems likely to confront the International economic

system in the coming decades.

*
See, generally, John H. Jackson, World Trade and the Law of the GATT

(New York: Bobbs-Merrlll Co., 1972) .
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Access to Global Resources:
The Stakes

The stakes of the access-to-global-resources issue vary with the
perspective adopted. An examination of how the issue looks to the
United States, to other industrialized nations, to resource-rich LDCs,
to resource-poor LDCs, and to a nascent international community indi-
cates the choices and constraints to be dealt with by a set of guide-
lines for a U.S. approach to access to supplies.

To U.S. policymakers, the issue of access-to-global-resources is
a multifaceted problem, diversely affecting a range of U.S. interests.
First, as a resource importer, likely to depend In 1985 upon imports of
nine of the thirteen basic minerals, excluding oil, critical to a modern
industrial economy, the U.S. has a clear interest in assuring stable
supplies of these resources. Abrupt supply shutoffs, whether for polit-
ical or economic reasons, will disrupt the U.S. economy and slow economic
growth. A preliminary FEA assessment of the impact of the Arab oil
erbargo suggests that it resulted in a $10-20 billion slowdown of the
U.S. economy and the loss of approximately 500,000 jobs.* Similarly,
uncertainty about the possibiiity of such abrupt disruptions and about
the difficulties of substitution of materials undermines the necessary
stability of expectations. The result may bv postponed investment
decisions, under-utilized capacity, or speculative buying and price
fluctuations. Finally, the United States, as an oil importer, has an
interest in fostering OPEC policles more sensitive to the disruptive

national and International consequences of excessively high oil prices.

*
Federal Energy Agency, Impact of the 01l Embargo, (mimeograph).
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Second, the emergence of the United States as the major residual
source of agricultural exports alsc affects U.S. interests. From this
perspective, access tc supplies requires that the interests of other
countries in stable availability of U.S. agricultural commodities be
balanced against sufficient availability of supplies for the domestic
market and moderate price <tability of those domestic supplies and
their products. Nor is this the case only with U.S. agricultural pro-
ducts. A comparable clash between the interests of foreign and domes-
tic consumers is emerginy over supplies of coking coal. Pressures
for U.S. export controls on this raw material are also growing.*

Third, a U.S. approach to the issue of access-to-global-resources
must not only take into account its divergent interests stemming from
its position as both producer and consumer, but must also bear in mind
that the United States is the leader of a security coalition among
Western, advanced industrialized nations. Excessively narrow positions
designed to protect U.S. producer interests can endanger alliance
cohesion. For example, the disruptive impact of the June 1973 U.S.
soybean embargo upon economic calculations in Western Europe and Japan
was one further blow added to the ''economic shock'' of August 1971 in which
poor handling ¢’ economic relationships eroded political solidarity.
Nor are adverse political consequences absent in those areas where both
the Unlted States and its allies are interested In §table access at

manageable prices tc other countries' raw materials. Intra-alliance

*Ihe New York Times, September 26, 197h.
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clashes over the prospect of a future Arab oil embargo and with the
economic repercussions of high oil prices during the past year indlcate
the possibility of conflict. Significantly greater Western European
and Japanese relative dependence upon Arab oil imports, as well as the
prior renunciation by U.S5. allies of pretensions to a global foreign
policy roie, nade these allies both far less ready to have a consumer-
producer confrontation and far more willing to allow their foreign
policies to be influenced by the Arab ''oil weapon.'"' As long as mainte-
nance of a stable security relationship with these countries remains a
U.S. interest, the impact upon alliance cohesion of approaches to the
access-to-supplies issue will have to be welghed in the balance. More-
over, given its basic security interests in Western Europe, the United
States must also be concerned about the implications of the four-fold
increase in oil prices for European economic and political vilability.
Economic and political collapse in one or more of the weaker European
natlons would seriously affect the U.S. global security posltion and
disrupt globa' economlc interaction beneficial to the United States.
Fourth, the question of access-to-global-resources touches signif-
icantly upon the U.S. Interest In countering threats to U.S. independence
of action in world affiars. Absolute freedom of actlon Is clearly unat-
tainable. But heavy dependence upon forelgn, potentially unstable,
sources of critical resources would be an additicnal constralnt. The
prospect of a future oll embargo, for example, need not, as it did in
1973-74, lead to a forced reversal of U.S. policy; but it could lead to
a slow, almost imperceptlible eroslon of past policy positions. A dif-

fuse sense of vulnerabillty would affect U.S policymakers much as
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uncertainty about stable access would influence business decisionmaking.
Furthermore, reduced U.$. vulnerability to resource blackmai and eco-
nomic coercion remains an importart y.s. interest, given the probable
effects were economic coercion actually tu lead to a reversal of y.5.
policy. More specifically, while the "limited adversary" relationship
be tween the United States and the Soviet Union remains the “relationship
of major tension," the stabllity of the international System depends
heavily upon Mutually accurate Soviet and American perceptions of how
the other would react to increased activism and risk-taking. An abrupt
Or even a gradual y.s. policy shift induced by economic coercion wouid
be likely to affect adversely that y.§, "reputation for actlon." Finally,
Succumbing to economic coercion would also entajl sacrificing whatever
specific interests were at stake in the Particular clash of policies.
Fifth, if the access-to-resources Issue is made Mmore complex by the
dual role of the United States as producer and consumer, jt g compli-
cated further by the fact that the United States has been a willing user
of, not simply a potential victim of, economic coercion. Even as U.s.
policymakers within the Executive Branch and Congress in 1973-74 were
resisting Arab demands dealing partly with the "'rights of the Palestinian
people,' Congress was utilizing the economic coercion of refusal to
grant most-favored-natiun treatment to Sovlet products to change Soviet
emigratlon pollcy. Recent Studies have argued that the Unlted States
should manipulate its position as the major source of feed grain exports
now that the Soviet Union is increasingly commi tted to development of

Its livestock herds to influence the contours of Soviet domestic

L o= "y
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choices.? Thus, the access-to-global-resources issue raises the ques-
tion of the extent to which a shift towards depoliticizing international
economic dealings would mean sacrificing a valuable U.S. foreign policy
instrument. |f it would, whether such depoliticization should be the
objective of U.S. policy is debatable.

Sixth, the access-to-resources question is also tied up with a
broader U.S. interest in narrowing the gap between rich and poor nations.
Support for the developmental efforts of the world's poorer nations
rests upon a combinatlion of concern about the conflict-broducing poten-
tial of a growing North-South division, diffuse humani tarian instincts,
and responsibility to ourselves as a nation and to what we would have
the United States stand for In the world. The impact upon this interest
of alternative approaches, of a nlggling or a more commun | ty-mlnded
balance between U.S. producer and consumer demands concerning agricul-
tural exports, will not be Insignificant.

A U.S. raw materials policy will have to take into account not only
the preceding range of U.S. interests but those of other countries as
well. Within the limited confines of this essay it is pessible only to
note briefly these other views of what is at stake.

For the other advanced, industrialized countries, access to scarce
resources, as noted earlier, means stabie access at manageable prices
both to critical minerals such as oil and to U.S. agricultural products.

when the executlve commission of the European Economic Community calls

*
See, e.g., Willlam Schneider, Jr., Can We Avert tcon mic Warfare in
Raw Materlals: U.S. Agriculture as a Blue Chig_(New York: Natlonai

Strategy Information Center, 1974) .
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for agreement upon g "

in trade Flows,' j¢

To the resource-rich LDCs,

interruptions are not "bryta

Concomitantly. the drive for cartelization

of LDC raw material exports
and the threat of artlficlal

In Contrast,

the prospect of 3 U.S.-pursued linkage of agricul tura) exports and

eéxports of LpC raw materials

ﬁ&uuted in The New York Times .

it
’Shihata. op. cit.

sk
Presldent Boumediene. "Statement

on Raw Materials ang Development.“
at the United Nations, April 10, 1974, reprinted |n Survival. July/August
1974, ». 194,
»
ey o 195.
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For the resource-poor LDCs, the newly-named '‘4th world,'" access to
resources is partly an attempt to avoid becoming '‘spillover victims'
= of politiéﬁlly-motivated embargoes or of cartelization and increased
prices. Their potential conflict of interest with the resource-rich
LDCs is tempered significantly, however, by vicarious ideniification

with the resources power of those exporting countries. At the same

time, access to supplies means access to U.S. tood grains as insurance
against crop failure and famine. In these countries as well, however,
there is resistance to linking more stable and open access to U.S.

agricultural commodities with more assured access to those natural

*
resources vital to the advanced industrial eocnomies.

*
See, Barbara Ward, ''First, Second, Third and Fourth Worlds,'"
Economist, May 18, 1974, pp. 65 ff.
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tV. GUIDELINES FOR U.S. RESQURCES POLICY

The overall purpose of U.S. “resources policy" should be the grad-
ual development of a system of international eonomic collective security.
Such a system would comprehend norms and procedures within which to
harmoni ze divergent. claims to the world's resources and variously to
regulate, rationalize, or limit the growth and/or effects of economic
interdependence. Movement towards an international eccnomic collectlve
security system requires that three problems be handled: first, the
coercive manipulation of economijc dependency relationships, e.g.,
utilization of oil as a source of political power; second, decreased
domestic economic autonomy in an era of the "interpenetration of econo-
mies''; and third, broad agreement upon a conception of global economic
equity without which any economic coilective security system will be
subject to revisionist pressures from both poor and rich nations. As
the preceding examination of alternative perceptions of the stakes
involved in the access-to-resources issue would indicate, preferred
solutions to these probiems vary. The following proposes a set of norms
and procedures, therefore, from a U.S. policy perspective, but one
broadly ratt:r than narrowiy defined. This attempt to base a possible
U.S. resources policy upon self-interest blended with a larger community
perspective is in the tradition of much of Twentieth Century U.S. foreign
policy.

Depoliticization of
International Resources Trade

In the midst of the Arab oii embargo Richard Gardner argued that,

—

At a minimum, the new rules (on export controls) should
prohibit the use of export or other controls for political

R e e
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Purposes. A country woul. not pe permitted to cut of f

or threaten to cut off exports in order to change another
country's policies--although latitude might have to be
granted to permjt countries to restrict the export of
weapons and national security information.*

eéxport controls js prohibited as impermissible coercion should be
granted. In an erg when increased interdependence may really mean
increased dependence of One country upon another country's exports,
"the threat or use of (armed) force' is no longe: the only threat to
"the territorial integrity or political independence of any state' or
to ""the Purposes of the Unijted Nations.' Intense economic coercion may
equally erode the freedom of choice of other countries while clashing

with the broader community goals of reducirg international coercion,

&

E

Promoting the peacefy] settlement of disputes, and generally fosterlng

inturnational Cooperation. Moreover, the growth of interdependence in

e R e

the sense of lncreasing “|nterpenetration of economies" also points

toward a community interest in the depoliticization of international !
economic interaction. As Edward Morse argues, ''the higher the level of ' ’
interdependence among politjcal Systems, the greater wil]| be the ability

*k
of anyone to manipulate the internal affairs of others,! Manipulating
interdependency-derlved influence within another country's internal

affairs may serve, however, to increase international tension and h:incer

cooperative relationships from developing. Repoited Soviet resentment

*Gardner, op. cit., p. 158,

**Horse, "Interdependence in World Affairs," p, Lo,
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about U.S. manipuiation of Soviet emigration policy by withholding M.F.N.
status for Soviet exports shouid not be overlooked.* Nonetheless, to
argue that a norm depoliticizing internationai economic deaiings, partic-
ularly the use of export controis to gain poiitical advantages, would be
a desirabie eiaboration of existing internationai norms and Lurposes

does not resolve the matter. Would U.S. interests be best served by
support for such a norm? |If depoliticization is desirabie, but inter-
nationai agreement is unlikeiy to be forthcoming, should U.S. resources
poiicy seek instead to foster a more limited consensus upon what types

of politically-motivated manipulations of economic Interactions are
acceptabie? Or should it pursue acceptance of the more restrictive norm,
whiie acknowiedging limits to its universality?

Acceptance by U.S. poiicymakers of a norm prohlbiting the poiltl-
caliy-motivated use of export controls as a coerclve Instrument wouid
entail both a reversal of past practice and a wililngness to forgo the
possible political advantages that might accrue from the U.S. emergence
as residual source of agricuitural commodities. As noted eariler, U.S.
cold war strategy included the embargo of sules of a broad range of
'strategic' goods to the Soviet Union, the Chinese People's Republic,
and various ''Communist bloc'" countries. Simllarly, the United States In
October 1960 embargoed trade with Cuba, whiie declslons made in 1962

prohibited imports of products of Cuban or partiy Cuban origin.** But

*The New York Times, October 15, i97h.

**See, Anna P. Schreiber, ""Economlc Coerclon as an Instrument of
Foreign Policy: U.S. Economic Measures Agalnst Cuba and the Dominican
Republlc,' World Poiitics, Voiume XXV. Number 3 (Aprii 1973), pp. 387-
413, pp. 387-389, pp. L05-408.
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this U.S. manipulation of trading relationships was not motivated in all
cases by cold war calculations aione. By closely controlling U.S. food
aid to India in the mid-1960s, President Johnson sought to force a
change in India's agricultural policies.* Between 1960-1962 U.S. eco-
nomic policies were used in an attempt to end the Trujillo regime and
then to support a more democratic regime In the Dominican Republlc.**
The record indicates, however, that each instance of economic coercion
had an extremely limited, if any, impact. Economic development in the
Soviet Union, China, and the Eastern European countries was not signifi-
cantly impaired, and Soviet military power continued to grow. As for
the economic boycott of Cuba, the growth of triangular trade and depen-
dence on the Soviet Unlon neutralized many of its effacts. In any case,
Castro's policy was unaffected. SImilarly, the modest success in the
Dominican Republic was due as much to the threat of force were an antl-
democratic coup to occur as to economic coerclon against the Trujille
regime and in support of its successors. Finally, recent events call
into question the long-term results of Johnson's pressures upon Indla's
agricultural policies.*** In assessing the costs to the United States
of a norm prohibiting future political use of export controls, this very
liml ted success of such past efforts should be borne In mind.

By contrast, recent efforts to change Sovlet emigration policy by

linking M.F.N. status for Soviet esports to such liberalization appear

"See W.W. Rostow, The Diffusion of Power (New York: The Macmi!lan
Co., 1972), pp. 422-423.

**Schrciber. op. clt., pp. 405-408.

***See Schreibér, op. clt., pp. LO4-4OS5, p. 413. Generally see Knorr,

Power and Wealth, pp. 138-158.
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to have been a more successful attempt to manipulate economic transac-
tions for political purposes. More importantly, the United States emer-
:nce as the major residual supplier of agricultural commodities is seen
by some as prov.ding opportunities for the poiiticai manipuiation of
agricultural exports i1n support of U.S. foreign policy. Thus, Wiliiam
Schneider envisages, assuming proper preparatory measures, ''the exerclise
nf economic warfare in agriculturai commodities as a routine component
of U.S. diplomacy.“* According to Schneider, politically-motivated
manipulation of agricultural exports wuuld allow the United States, ''to
infiuence resource ailocation within the Soviet e:nonomy'' and otherwise

ok 3
demand quid pro quos from the Soviets. It wouid also constitute a

multipurpose instrument in reiations with various developing countrles

as a means of "improving [the U.S.] bargaining position vis-a-vls raw
materiais suppilers,' ''extracting military basing rights from otherwise
reluctant nations,' and "Inhib’ting alilances hostiie t6 the interests

of the United States.'"™™™ |n view of such proposais, the benefit for
U.S. interests of a norm prohibiting politicaliy-motivated export manipu-
lation is arguable. Its uitimate desirability depends, thus, upon how
useful an instrument of U.S. poiicy the ability to manipulate ayricul-
turai exports would be and what the costs are to the United States of
making ''economic warfare in agricultural commodities a routine component

of U.S. dipiomacy."

*Schnelder, op. cit., p. 24.

**Ibld., p. 37, pp. 35-43 generally.

*hk
ibid., p. 39, p. 43.
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Contrary to Schneider's argument, the potential usefulness of
éxport controls over agricul tural comodities for economic coercion js
mixed. On the one hand, it may be acknowiedged that the emergence of
the United States as the major source of livestock feed grains is a
source of possible influence over Soviet policy given the commi tment ,
under Brerhnev's leadership, to a major increase in livestock production
and to significant changes in the average Russian citizen's diet away

from direct food grain consumption as a protein source. These goals

livestock slaughtering and citizen belt-tightenlng is no longer avaijl-
able.* These factors do Create a Soviet vuinerabllity to U.S. interrup-
ek

tions of agricultural exports.

Nevertheless, it is somewhat less evident that the threat of a
U.S. agricultural commodities embargo would be "a viable means of diplo-
matic influence" over various LDC's. Since much discussion of the
""commodities weapon'' has focused upon its potentijal impact in bargain-
ing with raw materials producers, it js reasonable to consider how

vulnerable to it the Arab oil-producing countries would be. |n 1973

sk
the Arab countries imported 2,250,000 metric tons of wheat from the

%*
See Dougias B. Diamond and Constance B. Krueger, '‘Recent Develop-
ments in Output and Productlvity in Soviet Agriculture' |n Soviet Economic

Prosgects in the Seventles, Joint Economl ¢ Committee, U.S. Congress,
June 27| i973l PP. 3' -339'

**The relative costs-beneflts of manipulating that vuinerabiiity are
discussed below.
K

*Egypt. Sudan, Llbya, Morocco, Algeria, Tunisia, Lebanon, Syria,
Saudi Arabla, Irzq, Yemen, Onon, Qatar, UAE, Kuwait,
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United States.* While these imports comprised i3.3 percent of their
votal suppiy, imports from the United States represented only 3.2 per-
cent of a totai worid wheat market of 69.5 miilion metric tons. Specif-
icaily, Saudi Arabia and Algeria are both heavily dependent upon imports
from the United States. Thus in 1973 the United States suppiied 225,000
metric tons of wheat and wheat fiour to Saudi Arabia or 63 percent of
totai Saudi imports, and 575,000 metric tons to Algeria or 5] percent of
totai Algerian imports. It is necessary, however, to compare these
imsort figures to the size of the worid wheat and wheat fiour market
which in 1973 was 69.8 million metric tons and to U.S. wheat and wheat
fiour exports in the same year of 31.0 miliion metric tons. The vulner-
ability of countries such as Algeria and Saudl Arabia depends, therefore,
upon whether a cut-off of 1J.S. exports could be compensated for by pur-
chases from other suppliers. Given the reiatively smali proportion of
the worid wheat market represented by Saudi and Aigerian imports and
their abiiity to use their oil revenues to outbid other potential custo-
mers, it Is reasonablie to conclude that a shift to alternative suppliers
would te feasible. Nor, without significantiy improved U.5. controis
over and monitoring of export destinations and transshipment, couid the
possibility of Arab purchases of U.S. grain via anonymous middlemen be

prec!uded.**

*This and the following figures are from U.S. Department of Agri-
culture data suppiied in Fore!qn Agricultural Trade of the United States,
Economic Research Service, U S. Department of Agriculture, 1974; Data
and Analysis Concerning the Possibiiity of a U.S. Food Embargo as a
Response to the Present Arab Oll Boycott, prepared for U.S. Congress,
House, Committee on Foreign Affairs, i974.

**Movement to such control seems to be taking place in the wake of
recent Soviet efforts to purchase unexpected amounts of U.S. feed grains.
The New York Times, October 10, 1974.
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The situation for U.S. rice exports is only slightly different.
Among the Arab countries Saudi Arab 1 alone is heavily dependent upon
the United States. In 1974 it imported 250,000 metric tons of rice,
including 125,000 tons from the United States. Since Saudi Arabia pro-
duces virtually no rice of its own, U.S. imports equalled 50 percent of
Saudi rice requirements. Unlike the world wheat market, however, the
orld rice market is relatively small (7.4 million metric tons in 1974)
in comparison to Saudi imports. Even so, use of a ‘'rice lever' is
limited both to the ability of Saudi consumers to switch from rice to
wheat as India did in 1973 or once again to barter her high-priced
oil for rice.

Thus, to have a chance of success an agricultural food exports
embargo wculd have to include not only U.S. supplies, but also those of
the other major exporters of wheat and wheat fiour, of Australla, Canada,
Argentina, Fraace, and to a lesser degree the U.S.S.R. A joint embargo
by the major Western exporters is highly unlikely for a variety of
reasons, not least of which is the relatively greater vulnerability of
the other Western countries to Arab oil countermeasures. Even assuming
a We: tern embargo, purchases could still be made from the Soviet Union,
Argentina, and smaller exporters. With regard to LDC producers of other
raw materials, the situation appears comparable. Countries such as
Jamaica (bauxite), Morocco (phosphates), Malaysia and Thailand (tin), or
Brazi| and Gabon (manganese) are either not dependent on U.S. agricul-
tural exports or not sufficiently dependent In comparison to the size

of the world market to make the threat of a U.S. export embargo an
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3

adequate deterrent. Thus, the potential utility of manipuiating agri-
cuitural exports as a bargaining instrument Vis-a-vis LDC raw materials
producers is open to serious question.

And the probable costs of such an approach aimed at either the
Soviets or seiected LDC's are strong reasons for beiieving that Y.S.
interests would be served better by a norm depoliticizing such inter-
national transactions. First, as aiready noted, the recent Congres-
sionai usage of M.F.N. status for Soviet exports to the United States
to influence Soviet domestic policies has created bitterness and resent-
ment within the Soviet elite. A more far-reaching attempt to link
continued Soviet access to the U.S. agricultural market with Soviet

poiiticai quid pro quos or to refuse access in order to influence

Soviet resource ailocation or to erode the political positlon of
3y

v

existing leaders wouid create even more displeasure. As Schnelder notes,

manipulating agricultural exports is a form of economic warfare. Grant-
ing the need to avoid exaggerating what detente means from a Soviet per-
spective, it is nonetheiess the case that such U.S. economic coercion
would run counter to attempts at rationalizing the "limited adversary"
reiationship between the United States and the Soviet Unlon. Conserva-
tive forces within the Soviet leadership skeptical about the possibillty
of finding areas of overlapping U.S.-Soviet interest would find thelr
position strergthened, particularly since the Brezhnev leadershlp ha.

stressed the economic jains of detente. Moreover, the state of mind

* :
See data in Foreign Agricultural Trade of the United States on

exports to particular countries.
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likely to develop on both sides from U.S. economic warfare would be
hardly conducive to arms control negotiations. |In so far as such agree-
ments and a more diffuse movement towards more stable rules regulating
Soviet-American global interaction is in the U.S. interest, the costs of
economic warfare of the type Schneider discusses ou.weigh the putative
benefits.” Second, were this worsening of L.S.-Soviet relations to occur,
one side effect is likely to be increased intra-alliance tensions because
the other members would see U.S. policy as an anachrenistic throwback to
cold war policies and because it would run counter to that gradual '‘all-
European reconciliation' to which governments and publics had been com-
mitted. Third, and perhaps most importantly. a U.S. policy of trying to
employ a ''commodities weapon'' would preclude efforts to depoliticize
trade and access to raw materiais.

In contrast, why U.S. Interests would be better served by a norm
prohibiting politically-motivated export controls should be briefly
elaborated. To begin, even were raw materlals producing LDC's to vio-
late that norm, the United States would be in a better position to take
retaliatory action. An international standard by which to defend and
legltimize U.S. actions would help to minimize both the International
and domestic repercussions of a confrontation with producing countries.
This could be particularly helpful were the United States, in the midst
of a future Arab oil embargo, to conclude that only the threat or use of

military force could alleviate the embargo's destvuctive impact. Were

*Conversely, were Soviet actions to indicate a lack of serlous
commitment to arms control agreements and stabllizing the U.S.-Sovlet
relationship, economic warfare might be approprliate. But, In that case
the overall framework would have shlfted back to that of the cold war.
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the United States itself engaged in economic warfare, it wouid be far
more difficult to neutralizec liberal dissent within the United States to
such measures. Moreove- , by reducing uncertainty about possible future
artificial interruptions of resources flows, a norm depoliticizing such
transactions would reduce as well the likelihood of a drive for bilaterai
preferential arrangements between consumers and producers. Within limits,
bilaterai connections suppiementing a joint approach among industrialized
countries to access to resources need not be destabiiizing. The reper-
Cussions would be serious, however, were the biiateral appraoch to degen-
erate into a Neo-mercantllistic struggie to tie-up resources by out-
bldding one's neighbors. Such an eéxaggerated defersive reaction to

reduce one's own vulnerabiiities regardiess of the impact upon other
countrles woujd probabiy eventuate in a costly unscrambling of inter-
dependency in a range of areas, and not oniy in énergy. At the least it
would seriously impede efforts to rationaliize interdependency reiation-

ships and weaken cohesion within both the Western alliance and the

European communi ty. Finally, as argued at the beqinning of this section,

suppiies wouid serve broader community purposes by reducing the resort

to coercion in internationai affairs. Support for that purpose has been

a continuing feature of U.S. foreign policy throughout this century, and

has refiected both the premise that U.S. security wouid be greater within
a less coercijve international System and the belief that a foreign poiicy
animated simpiy by narrow seif-interest would fail to reflect that image

of the Unlted States which claims a unique and ameliorative role for the

United States in worid affalrs. When, as here, this belief in a larqger
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American interest is not incongruent with more limited calculations of
U.S. interests, it reinforces the argument for U.S. pursuit of a norm
depocliticizino access to global resources.

On balance, therefore, U.S. interests would He better served by a
norm barring politically-motivated export controls than by contlnued
normative ambiguity regarding economic coercion. The possible benefits
to the United States of a policy of manipulating agricultural exports
are outweighed by a variety of considerations. Not the least of these
is the handicap such a U.S. policy would represent for mobilizing sup-
port, especially within the United States, to buttress a counter-coercive
set of retaliatory actions during, for example, a future Arab oil embargo.

But to argue that a norm depoliticizing international economic
trading transactions is desirable from a U.S. perspective is far from
proving that it is likely to come about in the near term. The opposition,
noted earlier, to such a norm among both the resource-rich LDC's and
their "fourth world'' supporters makes its quick and easy establishment
most unlikely With the depoliticization of access to supplies desirable
but presently infeasible, U.S. policy confronts two alternatives. |t
could seek to foster an international consensus delimiting those few
purposes for which polltically-motlvated export controls would be deemed
legitimate, a policy of "limlted depoliticizatlon.“ Or, it could argue
instead for the more sweeping prohibition even if a consensus is not
forthcoming.

There are several reasons to conclude that the latter alternative
should guide U.S. policy. To begin with, it is impossible not to

belijeve that whatever framework of norms regulating the limited

e
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depoliticization of international economic transactions which emerged
would not allow for repeated use of the Arab ''oil weapon.' The balance
of global forces which makes general depoliticization infeasible equally
makes that outcome a certainty. Thus, by going along with efforts to
establish limited depoliticization, the United States would also find
itself less able to take retaliatory measures necded to protect U.S.
interests. Even ambiguous normative guidelines not necessarily univer-
sally accepted which would allow U.S. policymakers to clalm the ille-
gality and illegitimacy of the ''oil weapon'' are to be preferred to more
limlted and accepted norms which legalize in certain situations that
weapon's use. In this case ''second best' Is not a partial regulation of
export politics. Also, the types of exceptions likely to emerge In a
limited depoliticization norm are very likely to be meaningless, dan-
gerous, or both. One possible exception would allow economic coercion
in self-defense against lesser threats than the armed attack of Article
51 of the U.N. Charter. Given the vagueness of ''self-defense'' in Inter-
national law, it is hard to see how this exception would comprise an ‘
uncontroversial standard. Another possible exception would demand a !
~
""legitimate purpose'' to justify such measures.* But, who and what wlll
define ''legitimate''? The pitfalls of auto-determination need not be
elaborated. Still another exception might combine attempts to deflne
legitimate purposes with a rule that the economic coercion must both be

necessary for pursuit of that purpose and proportlonal to the values at

*Shihata. op. cit., argues for thls interpretatlon and includes the
October 1973 oil boycott.
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stake. This formulation, however, only shifts the controversy to what
is necessary and proportional. Or, it might be agreed that politlcally-
motivated export controls are legitimately directed at primary opponents
but not at secondary ones, much as domestic law prohibits secondary
boycotts. But, to take the ''oil weapon,' its spillover effects and the
probable response of the oil multinationals in spreading the impact of
an oil embargo irretrievably muddy any such distinction.

More importantly, perhaps, any one of the preceding exceptlons
would be dangerous from the perspective of U.S. interests. Again, they
all make U.S. retaliation more difficult to undertak; by legalizing raw
materials coercion in loosely defined and readily manipulable circum-
stances. Moreover, the final exception distinguishing primary from
secondary targets is especially undesirable because its most probable
effect would be to weaken further the cohesion among the advanced,
industrialized nations.

For the preceding reasons, therefore, U.S. policy should not sup-
port efforts to formulate agreement on the limited depolitlcization of
access to supplies. oCven though success is unlikely, U.S. articulation
of a norm generally barring political coercion vla export controls over
scarce raw materials is more in accord with a full range of U.S. inter-
ests. And again, not least Important of those interests is the creation
nf a normative climate withln which U.S. policymakers could Justify

domsstically U.S. counter-coercion if necessary.
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Rationalization of Interdependence:

Export Controls and Economlc Necessities

The postwar growth of economic interdependence has eroded national
autonomy: increased Interpenetration of national economies handicaps
national efforts to achieve a broad range of social and economic objec:-
tives. Recently its disruptive domestic effect has be. ome clearly
evident in the area of U.S. agricultural commodity exports. For the
U.S. the position of residual supplier has meant steadily rising domes-
tic prices, the possibility of inadequate supplies to meet domestic
needs, and, generally, a vulnerability to unpredictable fluctuations
abroad. As for the future, the prospect of perlodic external shortages
or surpluses in an unregulated global free-market structure raises
serious problems for the United States. Movement towards global economic
collective security requlires, therefore, that trade in agricultural com-
modities be rationalized. At the same time, the norms developed here
can serve as potential guidelines in other areas where efforts to rationa-
lize interdependence are needed.

The alternative to norms harmonizing the interests of producing and
consuming countries would be what Richard Cooper labels a ''defensive
response.'' It entails ''attempts to reduce economic interdependence by
preserving or restoring the fragmentation of markets in order to retain
some economic autonomy.“* A defensive U.S. response which sought to
reinsulate the U.S. domestic market without taking into account the

interests of those countries which had become dependent upon that market

Cooper, '"Economic Interdepzndence and Forelgn Policy,'" p. 169.
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could well foster more widespread unscrambling of interdependency rela-
tionships, including security relationships. Narrowly self-interested
U.S. export controls over agricultural products would foster conflict
and disunity among the United States, Japan, and the Western European
countries. More importantly, failure to find mutually acceptable norms
of access to these exports would increase existing uncertainties about
access to supplies of future scarce resources. In so doing, it increases
the probability of efforts to assure such access either by competitive
bilateral scrambling or by bloc-wide preferential agreements. Either
would have appreciable economic and political costs.

Rationalization of interdependence in U.S. agricultural commodities
would require both the creation of a world food reserve system and agree-
mert upon the norms and procedures governing controls upon exports. On
the one hand, a world reserve system in which both importers and exporters
agree to hold minimum stocks of food and feed grains, buying in times of
relative surplus and selling in times of relative scarcity, would help
stabilize the world agricultural market and provide insurance against
serious famines. Spreading the burden and responsibility among nations
represents a more equitable solution than postwar reliance on the United
States as the source of reserves. The latter is in any case no longer
politically acceptable to the Uni ted States, nor perhaps to potentially
needy countries such as India. The world reserve system woula create a
relative balance between .upply and demand and make the U.S. position as
residual supplier far more tolerable in terms of domestic impact. It

could both meet the needs of potential customers in times of shortages

and control the impact upon the U.S. price structure of such unpredictable
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imbalances between production and consumption. gimilarly, by purchasing
in times of unpredictab\e surplus years, it would ctabilize price fluc-
tuations, avoiding precipitous drops in the price of agricu\tura\ commod-
ities just as the availability of reserves to sell would prevent sharp
increases.*

On the other hand, agreement upon the norms and procedures requlat-
ing agrECu\tura\ export controls is also necessary: Not only may the
development of necessary world reserves be delayed, put for some agri-
cultural commodities, e.g., soybeans, in which breakthroughs in yield
per acre as were achieved for wheat and corf have yet to be dup\icated,
increasing demand means continuing tight supply- As long as the primary
responsibi\ity 5f the U.5. government is to foster the well-being of U.S.
citizens, the starting point of any set of norms and procedures regulat-
ing access will and should be domestic requirements.** what is not clear
is how much priority is to be given to meeting aomestic requirements as
opposed to meeting those requirements after foreign demand has bid up the
price and reduced domestic demand. One approach would be toO allown export
controls, but only after 3 moderate upward shift in prices had reduced
domestic demand and increased the proportion of supplies available to
foreign buyers: At issue iS the percentage price increase after which
domestic priority would be determ‘nat‘ve.

This still leaves the question of regulating the allocation of

export-contro\\ed products among alternative foreign purchasers. There

e

*for a more complete discussion Se€€, Brown and Eckholm, OP- cit.’
Cochrane, OpP: cit.s Schertz, 9P cit.

#*The question of emergency food aid for famine relief is discussed
in the next section. 1t is suggested that such demands upon u.S. agri-
cultural commodi ties be regarded as equivalent to domestic demand .

e
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seems |ittle F€ason to take issye with an emphasijg upon meeting the
reéquirementsg of traditiona] Furchaserg firse, By doing 50, the disryp-
tive impact js minimized Since those countries which have come most to
depend upon access (g the Supplies are least affected. Further. minimiz-
ing the disruptive impact requires, however, developnent and agreement

UPon procedyres governing the Fésort to sych controls, Continuing exchange
of information about commodity Supply ang demangd and “onsultation and
advance warning aboyt how much of an Upward shift jp Prices from foreign

ill be accepted are needed. The Critical Purpose of sych

made under a different set of €xpectations . Future resort by the u.s.

to export Festrictions may be necessary, pyt the disruptive Impact of
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materials and commodities. For example, from the viewpoint of copper-
producing countries the recent wide price fluctuations are undesirable.
U.S. policy should accept stabilizing trade in such raw materials as a
concomi tant of stabilizing trade in commodities of interest to the
United States. Both come within the broader rubric of internatiunal
economic collective security. Moreover, regarding access (o supplies

of non-renewable resources, a norm allowing export restrictions designed
to regulate reasonably the rate of utilization is legitimate. But, as
with agricultural commodities restrictions for conservation purposes
need to be accompanied by procedures designed to allow purchasers to

adjust their policies. Abrupt changes would, therefore, violate the

obligations of resource pr.uucers to resoutce consumers.

To sum up, reaching an international consensus upon n.+ms and pro-
cedures for requlating economically-motivated recourse to export con-
trols should not be an impossible undertaking. A normative framework
which rmphasized the legitimacy of export restrictions when needed to I
satisfy domestic needs at moderately stable prices or for conservation,
but which made recourse to controls conditional upon fulfilling proce-

dures designed to require explanation or justification, minimize abrupt-

N D T MR

ness, and recognize the dependency of traditional buyers represents one
framework for balancing producer and consumer interests. When accom-
panied by measures to smootiy out the market, e.g., a global food and feed
grains reserve system or commodity stabilization agreements, these norms
and procedures would contribute significangly to rationalizing access to
supplies In an interdependent economic order. This overall framework

would contribute thereby to Increased global economic security.
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Towards a Conception of Global Economic Equity

Underlying any security system is a given status quo which that
system seeks to maintain. Past experience with political-military
collective security systems has demonstrated repea€2a7;~;hat lack of
agreement upon what is to be wecured--the peace that is at stake-<-is
their main weakness. This means that future giibal efforts to articu-
late and manage a system of collective international economic security
must be accompanied, if not preceded, by effe-ts to foster agreement
upon a more equitable conception of world economic interaction bene-
ficial to all. 1t wiil have to satisfy the demands for international
economic equit: of both the LDC's and the developed countries. On the
one hand, it will be necessary to enhance that emerging global commi t-
ment to the economic, social, and political development of both the '3rd"
and '"hth worlds ! Efforts to rarrow the gap between rich and poor nations,
to develop and support an inclusive approach to global welfare which
recogrizes, as one U.N. declaration put it, that ''economic and social
progress is the common and shared responsibility of the entire inter-
national communit".”* would be one component of the emerging structure.
On the other hand, movement towards a structure of global economic
seci:rity cannot be defined simply in terms of increased redistribution
between rich and poor nations, as an effort to further the rights and
satlsfy the needs of only one portion of the world community. An
inclusive approach to global equlty would require recognition of both

the economic necessities and responsibilities of 311 naticns. Regard-

less of recent efforts by both resource-rich LDC's and the UNCTAD Group

"Quutad by Paust and Blaustein, op. cit., p. 421.
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of 77 to establish a narrow approach to international economic security,

a broader meaning needs to be given to the U.N. declaration that

every country has the right and duty to develop it, human

and natural resources, but the full benefit of its efforts

can be realized only with the concomitant and efiective

international action. [ltclics added]*

To paraphrase Robert Hunter, the answer given to the question ''Whose
economic peace?' must be not the develnped countries' peace, nor that
of the LOC's, but both. Otherwise, whatever economic order emerges will
be based solely upon the relative balance of power and subject to con-
tinued revisionist pressures from dissatisfied countries.

From the perspective of U.S. ''resources diplomacy,'" a U.S. commit-
ment to international economic security grounded in an inclusive concep-
tion of global equity would require support for the following guidelines.
First, U.S. policy should accept a broad, though not the sole, measure
of responsibility for supplying food aid on concessional terms to famine-
threatened LOC's. In so doing, it should clearly argue that such aid is
an acknowledgment of the need for a cooperative international approach
to economic security, thus setting up a framework within which to call
for concessions in other areas, especially energy. As has been proposed
frequently, a U.S. reserves program should treat such supplies as the
equivalent of supplies for domestic needs. Similarly, U.S. reserves
policy should take the opportunity to support the inclusive conception
of global equity by articulating the principle of burden-sharing and by
requiring contributions from other developed countries and resource-

rich LDOC's.




L8 Hi-2148-DP

Second, international collective economic security requires that
resource-rich LDC's consider the impact of their raw materials develop-
ment, utilization, and pricing policies upon other countries. Global
economic equity requires that the legitimate interest of oil-producing .
countries in higher prices, particularly given'pastainequ{ties, be
tempered, nonetheless, by consideration of the effects abroad of the
four-fold increase of oil prices. Raw materials prices which vitiate
the development efforts of resource-poor LDC's and which gravely threaten
the economic and politicai stability of the advanced industrialized coun-
tries challenge the community commitment to economic equity and security.*
U.S. raw materials policy should challenge the legitimacy of such exclu-
sivist manipulation of economic dependency. In so doing, it should cleariy
link together food and fuel. Notwithstanding the resistance among resource-
rich and resource-poor LDC's to such a linkage, both issues are cases in
which narrowly self-interested policies threaten broader community pur-
poses and in which exclusivist policy takes from the well-being, both
present and future, of other couitries.

Thira, U.S. policy would recognize that a more equitable inter-
national economic order would have to find means of handling the related
prcblems of the LDC's terms of trade and access to markets. Although
the Shah's proposal of indexing oil prices to the rate of inflatlon of
developed countries' exports appears likely further to institutionalize

inflation, the problem to which the proposal points cannot be dismissed

x
On the impact of oil prices see World Bank, Annual Report 1974,
esp. pp. 5-13; QECD, Economic Outlook, July, 1974.
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out of hand. One possibility would be to trade-off stable oj | prices
at $6-8/barrel for agreement among the advanced industrialized nations
. to take hard anti-Inflation measures much as the IMF has frequently

demanded an internal economic quid pro quo or as West Germany required

when lending money recently *o ltaly. Fai'ure to take such measures

would free the oil-producing countries from any responsibility not to

| seek off-setting price increases. A global agricultural reserves sys-
tem which statilized the price of food and, with time, feed grain exports
to thece countries would also be helpful. As for non-ci [-producing
countries, price stabilization agreements designed t» avoid erratic price

! fluctuations” and allowing for gradual upward price movement also come

within the rubric of global equity. Similarly, implementation of present
rhetorical support among developed countries for preferential access to
LDC non-raw material exports is needed.
Among the resource-rich LDC's there has been an inwillingness to
accept any linkage between dealing with the world food situation and the |

price-of-oil problem. U.S. assertions of such linkage have been seen as

callous attempts to utilize the U.S. position as a major agricultural

exporter to U.S. advantage in other arenas. The preceding analysis indi-
cates, however, that food and fuel are linked to one another much as

they are link2d to questions of terms of trade, commodity stabllizatlon
measures, and preferential trading agreements. All are aspects of a

community approach to glotal economic equity, to regulating the

7.‘E.g.. the price of copper has fluctuated from 60 cents per pound In
! August 973 to $1.40 per pourd in June 1974 to 60 cents per pound in
; September 1974,
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utilization of the globe's resources so as to allow every country, poor
and rich, to develop its natural and human resources. Moreover, within
the broader framework of a system of international economic collective
security this movement towards global equity is joined to the need for
international agreement depoliticizing access to supplies and for
measures rationalizing recourse to export controls for non-coercive
purpeses.,

I't remains to examine in conclusion how a U.S. raw materials policy
might pursue these various but interrelated objectives. Interwoven
throughout that examination is an assessment of the options open to L.S.

policymakers for deterring or responding to renewed Arab use of the

*
""oil weapon."

"For reasons glven above it is held that yielding to oii coercion
Is not In U.S. Interests. Thus, the option of responding by ''giving

the Arabs what they want'' Is not considered bel w.

o g S
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V. PURSUING A GLOBAL ECONOMIC SECURITY SYSTEM

Analysis and evaluation of the means by which U.S. policy-makers
might pursue the postulated three-foid goal of U.S. raw materiais policy
requires examining four alternative approaches. Depending upon the par-
ticular issue and the response of other countries, U.S. policymakers
could choose among: right reason and dipiomatic initiatives; efforts to
decrease U.S. vulnerability to disruption of a given interdependency
relationship; actions designed to manipulate or transform the pattern of
interaction within a sinale issue-area; and attempts to manipulate other
countries' vulnerabilities in reiated issue-areas.”

Right Reason and
Diplomatic Inftiatives

The ''right reason-dipiomatic initiatives' approach attempts to
convince other nations by rational argument that their long-term interests
wouid be served best by mutual accommodation within a structure of inter-
national economic coilective security. As utilized in recent months by
U.S. policymakers, this approach has encompassed several elements. First,
it has inciuded frequent references to the dire consequences in an era of
lncreasing econom'< interdependence of continued high oil prices and oi
exclusivist definitions of giobal equity. Speaking at the United Nations,
Secretary of State Henry Kissinger thus warned:

The increasingiy open and cooperative global economic

system that we have come to take for granted is now

under unprecedented attack. The world is poised on the

brink of a return to the unrestrained economic national~-
ism which accompanied the collapse of economic order in

*Among the alternatives examined under this approach is recourse to
miiitary intervention as either an anti-0APEC or an anti-0PEC measure.

o ———
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the thirties. And should that occur, all would sufigr--
poor as well as rich, producer as well as consumer.

Second, the right reason approach has emphasized both that the politici-
zation of access to supplies runs counter to a cooperative approach,
threatenirg instead a return to neo-mercantilism, and that talk of an

oil embargo is unwarranted given U.S. d'plomatic efforts to secure a
Middle East peace agreement, much as its continuation after adoption of
a4 more even-handed U.S. policy in October-November 1973 was "inappro-
priate."™* Third, rejecting a U.S. role as ''the world's sole holder of
food and feed reserves,' the right reason approach calls for cooperative,
burden-sharing arrangements, including contributlons by the oil-producing
countries, to develop sufficient world food reserves to assure adequate
supplies in times of scarcity.***

The limits to the right reason-diplomatic initlatives approach are
clearly revealed, however, by its lack of success in the energy lIssue-
area. The Arab oil-producinj countries remain committed to a renewed oil
embargo against the Unijted States should a new Middle East war erupt.****
Alternatively, the record of the past months is one of contlinuing Saudi
references to the desirability of an ojl price decrease, but also of

ye . \ Fh ks
repeated unwillingness to take the necessary actions. Other OPEC

*The New York Times, September 27, 1974.

A%
Secretary of State Kissinger, joint news conference with William
Simon, tanuary 10, 1974, The New York Times, January 11, 1974.
Kk

See, €.g., Secretary of State Kissinger, statement at World Food
Conference in Rome, 1taly, November 5, 1974, The New York Times, November
6, 1974,

Kk

See, e.g., statement of Sheik Yamani, The New York Times, October &,

1974,

Fhksk

See The New York Times, October 14, 1974, for a recent statement by
King Faisal to Secretary Kissinger to that effect. Conversely, on limited

Saudi action, including cancellation of the lung-awaited August ol auction, see
The New York Times, October 16, 1974.

3
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members such as Iran and Venezuela have been even less swayed by ''catas-
trophe jaw-boning' and speak instead of justifiably high oil prices and
the prospect of future increases.” Nor have U.S. efforts to articulate
the more inclusive conception of giobal equity found favorabie response
among the resource-poor countries. The fatter so-calied "lbth world"
countries continue to define the equity probiem simpiy in terms of in-
creased aid from the ''old rich' and not from both the '‘oid rich' and the
"newly rich'" cil-producers. They resist, also, as noted above, any
linking of food and fuel issues.

Simitariy, U.S. efforts to establish acceptable procedures governing
Soviet access to U.S. feed grains appear to have been less than successful.
Recent Soviet attempts to purchase over 3 million metric tons of feed
grains may very well have violated prior diplomatic understandings, while
Soviet refuctance to supply necessary agricultural data remains unaffected
by continuing U.S. dlplomatic importuning.**

This limited impact of the right reason-diplomatic initiatives
approach should not be surprising. Given the broad range of divergent
interests tied up with the access-to-resources issue and noted earlier,
right reason alone is uniikely to produce an international consensus
dealing with the several facets of this issue. Although U.S. policy
should continue to pursue its ''resources diplomacy,' its success will
probably depend more often than not upon whether it is buttressed by

other modes of action.

-

*See, ©.g., The New York Times, September 27, 30, 1974; October 4,

1974.

**The New York Times, October 9, 1974.
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Decreasing u. s, Vulnerabilities

One such buttress, particularly relevant in regard to politiclzed

access to supplies of other raw materials, would require decreasing u.s.

vulnerability to supply interruptions. A renewed and serious commit-

ment to self-sufficiency could make the United States essentially

independent of energy imports by the Jate 1980s. Alternatively, Barry M,

Blechman and Arnold Kuzmack argue that at a cost of about $1.5 billlon

Per year the United States could create a sufficient oi) stockpile to

allow it to dispense with Arab oil imports for a year by 1985, assuming

. X o . . .
demand reduction. But given the International economic repercussions

of dependence on high-priced Arab oij] and the fact that relative energy

self-sufficiency would eliminate vulnerability once and for all, pursulit
of self-sufflcienCy

is to be prefarred. And, as argued above, not

succumbing to such economic coercion serves U.S. Interests, narrowly

and broadly def lned.

Over the near-term and the immediate future, however, the measures
availeble to u.s. pol lcymakers for decreasing Vulnerabllity are more

limited. Accelerated pursuit of self-sufficiency would take 2-3 years

to reduce U.S. oi) imports from their present level of six million

barrels per day. The impact of conservation measures, e.g., a 30 cents

per gallon tax on 9asoline, would be felt Mmore rapidly, but could only

be taken so far before they began to cut into essentlal economic activi-

ties. In assessing the effects of such actlons, It can be recalled,

*Martin Blechman and Arnold Kuzmack, '011 and National Security,"
Naval War Colleqe Review, Volume XXV1, Number 6 (May-June, 197%), pp.
5-25, pp. 18-27.

**See The New York Times, September 21, 1974,
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however, that the Arab oil embargo of winter 1973-74 resulted in only
a2.5million barrels per day reduction of U.S. consumption but nonethe-
less had a relatively serious impact according to the FEA study cited
earlier.

Recent attention has focused upon the newly created l2-nation oil-
sharing plan as a means to reduce vulnerability. This plan would commit
the United States, Japan, Canada, and the Common Market countries, minus
France, to a range of common action in the case of a future Arab oil
embargo. Both domestic and imported oil would be pooled automatically
once reduction in supply to one member or to the group as a whole dropped
below 7 percent. Another part of the plan calls for national oil stock-
piles equal to 60 days' consumption.* Given recently reported declsions
by the Arab oil-producing countries, the main effect of this oil-sharing
arrangement may be the probability that @ future Arab oil embargo will
not be a selective embargo as was the October 1973 embargo.** But if
these reports are borne out by events, the Arab oil-producers paradoxl-
cally may have outwitted themselves. By greatly intensifying the ''oil
weapon's'' destructive impact upon both friend and foe, the producers may
engender a climate within which military retaliation becomes a thinkable
option. In this light the oil-sharing plan is not simply a buttress to
U.S. diplomatic efforts but a preparatory step before recourse to coer-
cion. Undoubtedly, however, neither the Arab oil-producers nor the energy
coordination grcup countries will have so Intended It In advance of

. unfolding events.

*See The New York Times, September 21, 1974.

**Newsweek. November 11, 1974,

-
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But assume that the Arab oil-producing couatries attempt a more
selective and/or limited use of the '‘oil weapon.'' This could take the
form of total embargoes against selected countries, production cutbacks
aimed at all the energy group countries, a general global cutback, or
some variant of any of these. In these cases the oil-sharing plan would
perform much the same role that the oil multinationals did in the winter
of 1973-74 when they allocated oil among countries as a percentage of
past supplies. As a device for equalizing the burden of Arab oil coer-
cion, the oil-sharing plan differs significantly, nonetheless, f rom
multinational company action in that it would shift both domestic and
non-Arab imported oil. Unclear, however, is how much of a burden each
member would bear. More importantly, what makes such oil-sharing an
ineffectual deterrent of and only a partlal response to the Arab '‘oil
weapon,'' is that even with such burden-sharing the eventual cost may be
too high for some countries to bear. Yet, it 1s just that possibillty
which makes the Arab oil-producers unwilling to sacrifice potential
power by agreeing to a norm depoliticizing access to supplies. Taken
together, these two factors require that U.S. policy seriously consider
additionz! responses to the Arab ''oil weapon'' discussed below.*

Manipulating or Transforming
Existing Patterns of Interaction

Turning to cases in which U.5. raw materials policy could attempt

to ma.ipulate or transform a given pattern of economic interaction in

%

U.S. measures to decrease U.S. vulnerability to other possible future
raw materials cartels are discussed below in the context of an antl-cartel-
jzation strateqy.
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support of the preceding system of global economic security, a broad
range of actions is possibie. First, aithough as argued above both the
feasibiiity and advisability of politicel manipuiation of its roie as
residual supplier within the structure of world agricuitural interaction
are questionable, this need not preclude U.S. efforts to utilize its

role to heip rationaiize agricultural commodity interdependence. Having

soid off past reserves, U.S. policymakers can now Luttress right reason's
case for a burden-sharing global reserve system by making future forma-
tion of U.S. reserves conditionai upon action by other countries. Alter-
natively, to reinforce dipiomatic efforts to gain Soviet adherence to
procedures regulating the supply of agricultural data needed for stabil-
izing recourse to export controls, U.S. policy could make such data a
quid pro quo for future suppiies. Or, more generally, U.S. policy could
utiiize its residual supplier position to support its case fcr norms
governing recourse to export controis for economic purposes. A U.S.
policy which biended its near-term interest in stabilizing the domestic
economic impact of external commodities demand with the recognition of

its iong-term interest in stabie ruies governing access to supplies in

areas of U.S. dependence would be a weicome contribution. Such a policy

would establish patterns for enhanced international management of access

to future scarce resources.

Second, the exclusivist pricing policy of the OPEC cartel remains
a cruciai impediment to community acceptance of an inclusive conception
of global equity. Right reason and dire predictions have proved insuf-
ficient to convince oil-p-oducers that global equity will not be served

by the pauperization, economic disruption, and political collapse of
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developed countries. U.S. policy should seriously consider how to manip-
ulate the oil market, therefore, as a means to breaking the OPEC cartel
and its exclusivist price policy. Currently there is excess producing
capacity within the world's oil fields estimated at between 6 and 7 mil-
lion barrels per day.* This has led some to argue for accelerated
energy conservation by the Western oil-consuming countries.** Presumably,
a reduction in consumption would at ieast put downward pressure upon
prices and hopefully erode the cartel as its members fell out among each
other in attempting to allocate production cutbacks to rebalance supply
and demand. Such proposals unfortunately suffer from two weaknesses.
On the one hand, until now OPEC producers have been able to counter
pressures upon price from surplus production by cutting back production***
as exemplified by the current excess capaclty. On the other hand, the
level of consumption reduction necessary to place heavy pressure upon
the cartel is likely to entail cuts of essential as well as non-essentlal
energy uses. The 15 percent cutback in consumptlion, reportedly broached
by Secretary Kiscinger to other major consumers in early October, would
have represented a cutback equivalent to that trought about by the Arab
oil embargo against the United States.

Others, skeptical of the impact upon the cartel of conservatlon

efforts, propose accelerated pursuit of self-suffliciency to put downward

*wall Street Journal, October 15, 1974.

K%
Secretary Kissinger is reported to have proposed a 15% consumption

cutback to France, West Germany, Britain, and Japan at a meeting I1n Cctober.

Thls proposal was not well received. The New York Times, October 3, 1974.

***4al) Street Journal, October 15, 1974,
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pressure upon prices. This would require increased offshore drilling

and more rapid depletion of existing U.S5. fields in the next two to three
years. Domestic political factors are likely, however, to make this
infeasible. One ingenious proposal by M.A. Adelman indicates the type
of measure in need of serious consideration. Adelman would manipulate
the oil market structure by requiring oil-producers to bid secretly for
the right to export to the United States. The result that he foresees

is a loss of necessary trust and stable market shares imong OPEC members

as some countries shave prices to gain access to the U.S. market, while

*
those refusing to do so compete for larger shares of the non-U.S. market.

Other means of manipulating the oil market interaction undoubtedly could
be developed. What is needed is an admission that right reason nhas failed
and that some combination of conservation, new production, and Adelman-
type manipuiation needs to be tried.

Third, one of the major uncertainties overhanging the access-to-
supplies issue is whether or not other raw materials producers will be
able to replicate the OPEC cartel. Even though, as argued above, the
likel 1hood of similar cartelization is low, the bare possibillty Impedes
movement toward international collective economic security. Among con-
suming countries, that uncertainty reinforces existing neo-mercantilistic
tendencies which hinder efforts to develop a non-discriminatory framework
Lo regulate recourse to export controis, creating a climate legitimizing
exclusivist approaches to global economic equity. Similarly, as long as

raw materials producing countries remain hopeful that successful

*M.A. Adelman, ''Letter to the Editor,' The New York Times, October 3,

1974.
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cartelization will allow them to realize monopoly rents, the prospect of
an international economic order based upon a principle other than that
of the exploitation of the weak by tne s*rong will remain unattalnable.

To make these points, however, a U.S. raw materials policy would
have to supplement right reason and quiet diplomacy with a readiness
to oppose future raw materials cartels by positive inducements and nega-
tive sanctions derived from its market position. On the one hand, U.S.
policy could support international ccmmodities agreerents designed to
assure a fair and stable rate of return .to producing countries. This
would help erode both the legitimacy and necessity of more exclusivlst
approaches. On the other hand, recalling the importance of low consumer
resistance to OPEC's success, various actions could reduce the likeli-
hood of successful cartelization. Funding of RED in substitute
technologies to narrow the Jeadtime for substitution of materials would
be one deterrent. Continulng to hold or building stockplles of vital
materials, which if thrown on the market would severely depress world
prices and set back cartelization, is another possibillty. Standby
conservation measures to reduce imports in a transition period to nev
technology inputs could be developed. Economic inducements, e.g., tax
credits or investment write-ofi7s, to promote substitution of the new
inputs by otherwise reluctant firms might be leglslated. Awareness by
erstwhile cartelizers of the availabllity of such responses might
encourage the of!imum outcome from a global economic security perspec-
tive of accommodation of producer and consumer interests short of such
a hostile confrontation.

inherent in much of the preceding, however, is a polnt which some

may find troubiesoine. That is, a readiness to use non-cooperatlive means,

e i
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an acceptance of the legitimacy in certain cases of cc :frontation or
preparation for it, may be necessary in pursuit of a cooperative approach
to international economic collective security. To repeat an earlier
argument, the unassisted effect of right reason is ofcen limited. It

is, nevertheless, n:cessary to be aware of the risk that U.S. policy-
makers relying upon non-cooperative measures will lose sight of the
broader goal. Even so, the greater danger may be i(hat U.S. policymakers
will come to question the legitimacy of rtheir actions under pressure

from those forces which define confrontation as neo-coionialism and
global equity as simple redistribution.

Manipulating Vulnerabilities |
in Related Issue-Areas

Finally, actions to take advantage of the vulnerabillties of others
to U.S. action or inaction in one issue-area to support its chjectives
In another issue-area are possible. When the values at stake are high
and the probability of success of less coercive means is low, this may 1
be a legitimate and necessary policy tool. Certainly this is true
in the energy issue-area. Possible U.S. actions to support both
depoliticized access to oil and less exclusivist oil price policy are
termination «f technology transfer and technical economic assistance,
refusal to grant preferential access to OPEC countries' non-oil exports,
cutoff of U.S. miiitary assistance and sales, disengagement from U.S.
security commitments or ties, institution of a food embargo, and the
threat or use of milltary force.

The probability that a U.S. boycott of the transfer of technology

and the provision of technical economlc assistance would be sufficient
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to ecither pressure the OPEC cartel into lowering oil prices or to force
the Arabs to desist from a future use of the 'oil weapon'' is very low.
If U.S. actien is rot part of a more widespread Western embargo on
technology sales and economic assistance--which is unlikely**--high
priced oil will remain able to buy needed technology and assistance from
other sources. And the possibility that OPEC would respond by a selec-
tive oil production cutback against the United States could not be ruled
out. However, were it possible, a common Western approach, perhaps under
the rubric of the new Energy Agency, might stimulate serious consumer-
producer bargaining over oil prices, prices of industrial country exports,
provision of technical assistance, and related matters. Even here, none-
theless, an oil cutback could be an effective counter-response.
Alternatively, even the common Western embargo upon technology
transfer and economic assistance appears unlikely to deter or halt a
future Arab oil embargo or production cutback. Poiltical motives would
be more than ample to cutweigh the loss of economic benefits and the
pcssible fear of a country like Saudi Arabia that continued failure to
acquire such technology would markedly weaken her long-term position
vis-a-vis lran. Nonetheless, even simply a U.S. embargo in response to
the "oil weapon'' might be useful. Were the United States willing to take
or threaten some of the measures discussed below, a technology transfer-
assistance embargo could have important symbolic consequences. It would

symbolize readiness to act, raising in Arab minds the question of how

¥
On European reluctance to become involved in such a confrontation

approach due to its greater dependence on OPEC oil, see The New York
Times, October 8, 1974.
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much action the United States might decide ultimately to take. But its
value would be marginal unless it were soon supplemented by other actions
in an orchestrated attempt to exacerbate Arab uncertainty.

Second, prospects for linkage between OPEC oii producers' long-term
interest in access to the markets of the advanced industrialized countries
and less exclusivist price policies is similarly bleak. Not only wouid
creation of a common Western front be difficult, but some of the OPEC
countries--Algeria for one--are already tied into preferentiai trading
arrangements which would be difficult to break. Yet, further expioration
of this prospect is neéded. particuiarly in iight of lran'< ambitions to
become 3 maor industrial power. Uni.aterai U.S. actions would not have
an important effect given the availability of other markets and could be
detrimental were they to reinforce existing tendencies towards ecnnomic
biocs. As a response to a future Arab oil embargo, deniai of access to
markets, whether unilaterai or not, would have only minimai impact. Once
again, the hoped-for politicai gains would outweigh the economic costs.

Third, as with the preceding options, a uniiateral U.S. cutoff »f
military sales to induce the OPEC cartel to lower oil prices appears
likely to have limited practical impact. Key OPEC countries such as iran,
Saudi Arabia, and Kuwait wouid be abie to find aiternative suppiiers.

And a joint Western cutoff appears highiy unlikeiy, given both the signi-
ficant balance of payments contributions of armec sales and the risks of
an OPEC oil production cutback in response.

As a response to an Arab oii embargo or cutback, a uniiaterai U.S.
cutoff of arms saies to Kuwait and Saudi Arabia again wouid be uviadercut

by the avaiiabiiity of aiternative arms sources. A joint Western arms
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embargo, particularly if accompanied by a threat hot to resume sales
even following renouncement of the oil embargo, might have nore Impact.
Then countries such as Kuwait and Saudi Arabia, concerned about both
internal and external security, might question whether efforts to support
the Palestinian-Arab cause by the '"oil weapon'' were worth their own poten-
tial future insecurity. The problem with this argument, however, is that
given Western dependence on Arab oil, it is hard to believe that the
other Western countries involved would not be willing to trade an agree-
ment to resume arms sales for termination of the ''ojl weapon''~-whenever
the Arabs offered it. And In the short run, the Arab governments in
question would be able to tolerate the loss of arms.

Regarding military sales cutoffs in response to a future Arab oll
cutback or embargo, as with unilateral cutoffs of technologlcal sales

and assistance, a U.S. arms embargo could have symbol lc political value.

The immediate practical effect might be lImited, but as a signal of In-
creased U.S. discontent and willingness to rock the boat it could be
signiflcant. Once agaln, this psychological effect would be relnfarced
were 3 cutoff of military sales joined to other measures also almed at
increasing Arab uncertainty,

Fourth, with the Persian Gulf security environment characterlzed by
the existence of many regimes whose security from Internal politlcal up-
heaval is in doubt, the prospect of continued Intra-regional confllct,

*
and the growing presence of the Soviet Union,” U.S. policy has been to

*See. €.9., J.C. Hurewitz, The Persian Gulf: Pros ects for Stablllt ]
Headline Series, Number 220 (AprTT, i Shahram ChubTn, ™Tran: Between

the Arab West and the Aslan East," Survival (July/August. 1974), pp. 172-182.
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support regional stability. In pursuit of that end it has sold arms to
Iran, Saudi Arabia, and Kuwait; provided economic assistance; maintained

a naval presence in the Persian Gulf and Indian Ocean; and conveyed by its
diplomatic activity support for many of these regimes and their present
rulers. As a means of influencing both OPEC and OAPEC, U.S. policymakers

could consider gradual disengagement from the Persian Gulf for two purposes.

On the one hand, by increasing disengagement, U.S. policy would seek to In-
tensify the insecurity of such key Gulf countries as lran, Saudi Arabia,

and Kuwait, hoping to make them more amenable to reducing the price of oil.
The message to King Faisal would be that given the high cost of oil, a U.S.

concern for regional stability and for Inhiblting the growth of Soviet

influence had become an expendable luxury. On the other hand, by institut-

ing a policy of disengagement in the wake of renewed Arab use of the 'oil
weapon,'" U.S. policy would again increase Saudi and Kuwaiti insecurity,
indicating to them that U.S. support was not unconditional. There would
be no reason why the United States would have to sever its ties with Iran.
Rather, given traditional Saudi concern about lran, continued U.S. ties
with Iran would fit well with a policy of intensifying Saudi insecurity.
But, whether as a counter-OPEC strategy or a counter-0APEC strategy,
U.S. disengagement is subject to several criticisms. The negative conse-
quences of U.S. disengagement are somewhat removed in time, meaning that

both Iranians and Saudls would tend to discount any immediate feeling of

increased insecurity. Moreover, such ''agonizing reappraisals' are hard to
carry through--and target states know that. Furthermore, U.S. dlsengage-
ment could be a high-risk strategy. Not only might it not have the sought-

after Impact upon the key countries, but it might open up significant new
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opportunities for increased Soviet influence within the Persian Gul f.

And even were indigenous nationalism a match for the Soviet Union, viz.
Egypt, it might not be possible for proponents of disengacement to con-
vince otaer bureaucratic factions of that fact. If so, this option might
never go beyond vague diplomatic rumbl ings and posturing. In that case,
however, t6 attempt to manipulate Persian Gulf nations' insecurity would
be worse than doing nothing because the main result would he increased
intransigence.

Fifth, for the frequent suggestions that U.S. policy respond to a
future Arab oil embargo or selective productlon cutbacks by imposing a
food counter-embargo, the earlier conclusion holds. That is, in the
absence of parallel action by uther food exporters, the probability that
a U.S. embargo would coerce Arab oil exporters into lifting its oil
embargo against the United States is very low. Even assuming parallel
action among the major Western food exporting countries--itself not very
likely for reasons of their respective interests noted earlier--the pros-
pects of success are modest. Nonetheless, as In the case of an embargo
on technological assistaince or on military sales, a U.S. food embargo
could have important symbolic value and increase Arab uncertainty about
how far down the path of direct confrontation U.S. policymakers might be
willing to go. A U.S. decision to rock the boat in one or more of the
preceding wéys might be of symbollc value to U.S. policymakers as well as
to Arab sheiks. From the very beginning Western bargaining with both
OPEC and OAPEC countries has suffered from a submission psychology,' only
occasionally interrupted by empty bluster. Initial State Department

reaction to OPEC pressures in the early 1970s combined a wringlng of hands
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about self-described U.S. weakness with pleas for OPEC statesmanship.

The more recent ''right reason'' approach has been cowed repeatedly by
counter warnings of the illegitimacy and risks of confrontation. Thus

a U.S. decision to resort to an embargo upon sales of food--or arms, or
technology--would help engender a less submissive U.S. bargaining atti-
tude. It could foster a willingness to engage in other tvpes of counter-
confrontationist politics ‘and a recognition that even more forceful

measures need not be unthinkable.

An Ultimate Vulnerability:

The Threat or Use of Force?

Most analysts would agree that .t Is withln U.S. militarv capabillties
to simultaneously occupy the Saudi Arabian oil fields and seize the related
oil-loading facilities at Ras Tanura on the Persian Gulf.* Thus, dlsputes
about the use or threat of military force as the ultimate option to counter
OPEC prices and OAPEC coercion hinge not upon questions of U.S. capabllity
but upon answers to the following questions: How badly damaged by Saudi
demolltion efforts would the oll fields and related facllitles be? How
much of an obstacle to continued oil flow would sabotage and terrorism
following a U.S. occupation represent? What would the Sovlets do? |s
military intervention unthlinkable? Given the costs of even successful
mllitary intervention, can the threat of mllitary actlon be utlllzed
instead? And, assuming that military intervention is probably too costly,

is it possible nonetheless to manipulate the threat of irrational actlon?

*
See, e.g., Blechman and Kuzmack, op. cit.; Andrew Tobias, ''War--
The Ultimate Antltrust Action?' New York, October 14, 1974, pp. 35-40.
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During the oil embargo of 1973-74, Arab governments responded to
rumors of military counter-action by threateninag to destroy the oil fields
and facilities. Would the Saudis carry out such a threat? Probably they
would attempt to do so. But the caudis might be bluffing: it is one
thing to threaten economic self-emasculation as 3 deterrent, another to

carry it out. Assuming no bluff, how effective would demolition efforts

he? It is not unreasonable to guess that Saudi efforts would be moderately

but not completely successful in shutting down current production. As the
Allied experience in World War 1| indicates, an intention to destroy vital
installations is not always realized in practice--the bridge at Remagen
over the Rhine is one example. And even with highly cffective demolition
work, production shut-down would be a short-term phenomenon. {n the words
of one oil engineer, ingith competent drilling contractors and a lot of
money behind you, you could still bring the field back in six months or a
year. Actually, oil and gas installations are really pretty hard to take
out of service fos any length of e

Granting even at least an initial drop in production, how does it

affect the utility of military intervention? The answer vuries somewhat,

depend ing upon the circumstances surrounding recourse to military force.

\Yere military intervention ur.dertaken in response to a renewed total Arab

oj! embargo, the loss of future gaudi production via intervention would
ha\e t o be balanced against the loss by embaigo. Nor need such use of
milﬁ%ary force trigger production cutbacks by countries such as Venezuela,
Iran:\lraq. and Nigeria. The same combination of economic and politica\

mot ivations which led these countries to cont inue producing during the

Fquored by Tobias, op. cit., P 40
N
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embargo would still operate. Contrariwise, in the case of military
intervention to break the 0'EC cartel by first seizing and then selling
increased quantities of Saudi oil at lowered prices, the impact of an
initial production drop might be morc significant. Continued production
by the other OPEC countries cannot be assumed without question, though
the initial use of force would likely make them wary of responding by
cutting production. Therefore, assuming the other continued production,
the temporary loss of Saudi production would constitute a moderately
greater reduction of supply than that of the October Arab oil embargo
(6 5 million barreis per day versus 5.5 milliun barrels per day). To
spread the burden of reduction more evenly, particularly siince the
United States is not heavily depend2nt on imports of Saudi crude, oil-
sharing would be needed. Even so, the temporary loss of Saudi produc-
ticn would be economical ly harmful much as w#s the October 1973 embargo.
It is not clear how much weight should be ¢ ven these economic costs In
evaluating the utility of military intervention as an anti-OPEC device.
Once it is recognized that the resort to force would be likely only
after exclusivist pricing policy had led to severe economic, financial,
and political dislocation and suffering, would the economic loss from
intervention be the proverbial straw that breaks the camel's back or
simply a temporary burden? It is not unreasonable to suggest that in
an economic climate of double-digit unemployment, financial crises,

and general suffering, marginal economnic worsening would not lead to
complete economic and political collapse. In point of faci, taking
military action as a last desperate action could engender a growing

sense of restored control over the determinants of economic order,




70 HI-2148-ppP

particularly if it held out the prospect that in the restoration and
expansion of Saud; production the cartel's strangle-hold would be
broken. Moreover, in both cases the disrupti se impact of the loss of
Saudi production could be significantly less were the oil fields and
facilities only marginally destroyed during military occupation.*

In response some would contend that post-occupation sabotage and
terrorism would significantly cut oil production regardless of whe‘her
most of the fields and facilities had been seized essentially intact.
Moreover, this warning continues, the United States would find itself
committed to the long-term occupation of another country, facing on-
going guerrilla warfare and harassment. Yet, most oil engineers would
agree that '"...if a military effort were exerted you could get the oil
out reasonably wz1} and Mmanage under conditions of harassment....But
it wouldn't be easy.“** How long could the United States remain com-
mitted tn that enterprise? |If, as argued below, it is not impossible
to envisage situations in which U.S. public Support could be mobiljzed
post hoc for military intervention, it is ncnetheless difficult not to

envisage growing reluctance to remain as a long-term occupying power.

kMost discussions of mi litary intervention focus initially on
destruction of the oil fields in the target country. As suggested above,
it is equally necessary to consider the reactions of other oil-producing
countries. For the anti-OPEC variation the question becomes, Will the
threat of follow-up intervention, joined to statements calling for an
international conference to establish "fair'" oi} prices, deter sympathetic
production cutbacks? As noted, such sympathetic cutbacks are likely to
be less of a problem in the anti-0APEC case,

Kk A
Quoted by Tobias, op. cit., p. 4o.
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Much as French domestic opinion not Algerian rebcl military successes
forced French disengagement from a beleaguered occupier's role, U.S.
public opinion would probably do likewise. The crucial question, then,

is not how long the United States could remain, but how long it would

have to do so. From this perspective the feasibility of resort to mili-

tary intervention depends heavily upon the prospects for energy inde-
pendence in the United States and Western Europe. That is, while it
may he possible to conceive of military occupation as a last resort,
stop-gap response to either intense economic coer:lon or pauperizing
oil prices, It is difficult to see such occupation as a long-term
response. Even then, we are talking of a U.S. military presence for
between 10-15 years since only then wouly relative energy independence
provide freedom from Arab oll coerclon and/or a reconstituted cartel
following U.S. disengagement.

Unllke the 1558 mllitary Interventlon in Lebanon, assessment of
the recourse-to-force option must now weigh the possibility of Soviet
efforts to deter or counter U.S. intervention. Recent years have seen
a build-up of Soviet capabilitles to project conventional force abroad
and the growth of Soviet naval presence East of Suez. However, pefore
extrapolating from these developments a probable Soviet readiness to

challenge U.S. action, the slgnificance of both the responses open to

the Soviet Unlon and past Sovlet rlsk-taking beha:lor must be evaluated.

On the one hand, wlth one possible exceptlon, m>st avallable Sovlet

responses would not have a high likelihood of success, particularly in
a direct clash with U.S. forces. For example, how successful would it

be were the Soviets *o seek to deter U.S. Intervention by interposing

A 04 S A
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Soviet ships between the sea-borne component of a U.S. interventionary
force and Saudi territory? Such a Soviet force of 4-6 ships, mostly
destroyers, would be militarily inferior to a U.S. carrier task force
and would be unable to prevent helicopter landings of marines. Nor
could it prevent U.S. carrier-based aircraft, themsel.es unaffected by
a small Soviet naval show of force, ‘rom being used in support of air-
borne troop landings. Alternatively, the Soviets could attempt to deter
U.S. action by airlifting troops to northern lraqi bases, threatening
to move south in conjunction with lragi troops. But were Soviet troops
actually to move towards Saudi Arabia, their operations would be handi-
capped by limited heavy equipment and, more importantly, by the lack of
mobile air support comparable to U.S. carrier-based forces. It is also
questionable whether Kuwait would not seek t> resist the transit of
Soviet-lraqi forces through Kuwait in light of past lraqgi threats to
Kuwaiti independence.

The possible successful exception would be a Soviet attempt to
blockade the Straits of Hormuz, using either a combined submarine-surface
ship task force or undersea mines placed by submarine or by aircraft, to
prevent oil tankers frc. leaving the Persian Gulf. The likelihood of
an effective blockade depends upon several factors. Would U.S. naval
forces be able to reach the Straits of Hormuz before Soviet surface ships
and to establish a corridor whl:h the Sovlets could break only by resort
to force? Would U.S. ASW forces be able, and would U.S. policymakers
be willing, to establish an effective convoy system, including sinkling
Soviet submarines? Would U.S. forces be able to counter Soviet efforts

to mine the Straits of Hormuz, which would be a relatlvely low furce
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Soviet undertaking?h How would tanker owners respond to possible loss
of their ships, i.e., would they refuse to move towards the Straits of
Hormuz even with U.S5. assurances that Soviet measures had been nega ed?
In light of the preceding uncertainties, it is reasonable to suggest that
this final tactic would be the preferred Soviet response, were they to
respond. But, would they do so?

It is necessary to remember that postwar Soviet foreign polity has
beeii characterized by a relatively low risk-taking propensity. In the
Berlin crisis of 1958-1961 the Soviets carefully avoided testing the
threshold at which a U.S. milltary response became highly probabie.
Similarly, placing missiles in Cuba demonstrated not a willingness to
run high risks but poor calculation of probable U.S. reaction and thus
nf how much risk of war they were running. Making a distinction between
risks, Hannes Adomeit refers to

previous Soviet behaviour, which has been marked by recurrent

manipulations of risks of crisis and by withdrawal from a

competition in risk-taking only when the risk of war became

evident . **
Extrapolating from this pattern would lead one to place a low probabil-
ity on Sovlet counter-action to a U.S. recourse to force. But is it
possible simply to extrapolate from a record compiled malrly before the

transformation of the Soviet Union intc a global nower and the end of

Soviet strategic inferiorlty? Do recent Sovlet actions in the Middle

*Blechman and Kuzmack conclude that ''since the number of successful
[mine-layinal misslons requlred is quite low (6 to 8 for submarines, 12
for alrcraft), it should be expected that the U.S.S.R. would be relatlvely
successful.'" 1bid., pp. 12-13,

**Hannes Adomelt. Soviet Risk-Taklng and Crisis Behaviour: From
Confrontation to Coexlstence? Adelphi Papers, Number One Hundred and One
(London: International Institute for Strategic Studies, 1973), p. 35.
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East, not tne least of which would be the threat of military involvement
in October 1973, augur a greater willingness to run the risk of confronta-
tion with the nited 5States? Or, has Soviet risk-taking propensity remained
low while their assessment of what is risky action changed due to a per-
ceived U.S. relu.tance to become involved abroad in a "new Vietnam''?

Moreover, it is important to consider whether U.S. action is a
response to the use of the ''oj} weapon'' or a desperate action to break
the OPEC cartel. In the former case Soviet failure to act might mean
sacrificing past efforts to gain influance within Arab countries as well
as future opportunities to reap the whirlwind of anti-Americanism likely
to follow U.S. military intervention. Yet, a milltary response In the
midst of an on-going Arab-lIsrael i war might make it more difficult to
avoid involvement in the central theater which would bs far more rlsky
than a localized effort to mine the Straits of Hormuz. Contrariwise,
the risks of escalation could be less and the probabillty of keeping a !
Soviet-American clash over the Straits localized somewhat higher in the |
case of U.S. anti-OPEC aciion. However, unlike in the anti-'""oil weapon'
case in which U.S. policymakers could conceivably allow thelr action to
be trumped b Soviet mine-laying operations, given the probable state
of mind of U.S. policymakers In resorting to force to break the cartel,
U.S. inaction In the latter case appears unllkely. Even in the former
case it is not easy to imigine that, once the decislon to resort to force
had been mad=, the United States would not attempt to counter a Soviet
blockade.

Against thls background of the reason for U.S. action, the probabi |-

Ity of Scviet counter-action depends upon both the availability of viaple

ety i -
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Soviet responses and their willingness to reverse past risk-taking prac-
tice. Mining the Straits of Hormuz could be rega’ded by Soviet decision-
makers as a viable response. By undertaking it, however, Sov.et decision-
makers would accept a serious and unprecedented rlsk of military conflict
with the United States. Thus, even this response might not be undertak :n.
Noretheless, although a Sctviet responce is far trom assured, it is hari to
avoid concluding that a U.S. recourse to force is not a low-risk action
and could turn out to be a high-risk option.

But depending upon the circumstances, U.S. recourse to force, regard-
less of its risk, could become a thinkable option. As argued above, Arab
use of the ''oil weapon'' poses a serious, and potentially grave, threat to
the national interests both of its direct targets and its spillover vic-
tims. it not only 's a consclous exertion of what Schelling calls the
""power to hurt,'" inflicting economic pain and suffering with only 11Imite
ability to distinguish friend fro: foe, civilian from combatant, but It
also seek: to erode the political independence of its targets. And, to
repeat, given the contribution to global stability of mutually accurate
Soviet and American expectations of each other's +illingness to act, U.S.
appeasement in the face of Arab economlc coercion would have exirerely
serious side-effects. These effects would be intens!fied, moreover,
because the type of probable concessions to be coerced out of the United
States by the use of the ''oil weapon'' in the next Mlddle East war espe-
cially would call into question U.S. credibility and reliability. One
such conce:sior ~culd be U.S. agreemcnt :ot to resupply Israel. Another
could be U.S. diplomatic support for forced Israeli wlthdrawal to pre-1948

borders or <ven support for the Arab maxImallst gos! of a ''secular,
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democratic Palestinian state." Finally, as argued above, a strong, but

affairs, ¢ may be so sufficiently ‘Ntense as to constitute impermis-
sible coercion warrantiig measures in self-defense,

Therefore, in light of these national and community interests
threatened by the "o weapon,'' the question is not whethpr recourse to
force in legitimate defense of these interests is thinkable, but when
it would become SO0. There is no general, universally valid answer,
Much depends upon the character of future use of the "oij] weapon''; the
impact within target countries and spillover victims; the effectlveness
of lesser level responses, e.g., the oil-sharing Insurance plan, in
managing the disruptive effects of oj] coercion; and the Point at which
American domestic and congressional opinjon would shad jts reluctance to
take action. Suffice it to suggest that were the Arab oil producers
in the next Middle East war to resort again to the '"oi] weapon,' and jn

4 manner to maximjze successfully pain and undercut t e recently-formy-

ment of self-defense,

Turning to the thinkability of using force to break the OPEC car-
tel, the issues are comparable byt their ultimate implication |s more
uncertain. As argued Previously, the exclusivist QPEC price policy doe.
Fepresent a rejectinn of an inclusive conception of global equity

demanded by collective international economic security, The immediate
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well-being of mos. advanced industiialized nations and to set back the
developmental efforts of resource-poor LDCs. Simultaneously, the vast
resource flows involved have placed great strains upon international
financial mechanisms not designhed to handle such transactions.” Never-
theless, despite these serious short-term consequences, the longer-term
implications of high priced oil are a matter of some dispute. Will the
passage of tim2 see the accumulation of even greater financial reserves
in the oil-producing countries--$1.2 trillion by 1985 accurding to one
estimate--and the increasing pauperization and bankruptcy of many indus-
trialized nations, accompanied by political collapse and the demise of
democratic institutions? Or will a combination of economic forces,
creative institutional adjustment, and lesser level common responses
gradually cause the prospect of economic collapse to fade from view?
Even assuming that in the long run the world would be able to adjust to
exclusivist oil producer policies, will the oil-consumers and the
global economic system be able to weather the short-run, to make the
necessary adjustments though probably lacking needed time to !earn how
to do io? These considerations engender the following conclusion regard-
ing the use of for.e to break the cartel. At the current point in the
process of adjustment to the changed balance of power between oil pro-
ducers and oil consumers, to argue for military intervention would be

premature. As in the case of responses to the renewed use of the ''oll

weapon,'' recourse to mllitary force should await evidence of the fallure
¥
For an overview of the issues, s Walter J. Levy, ''World 0il
Cooperation or International Chaos,'" oreign Affalrs, Vol. 52, No. 4

(vuly 1974), pp. 695-713.
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of lesser level responses to hring about less exclusivist ojl price
policies--assuming time permits. But, should careful assessment of the
impact of high oil prices, of the short-term adjustment capabilities

of the international economic system, and of the long-term dirensions
of the problem even with such a process of adjustment indi~~>.e a clear

ard present danger to Western economic and political well-being and

stability, military intervention would become a thinkable option.

The burden of the preceding argument is that at some point in
time, perhaps mo, o readily deerminable for anti-0APEC than anti-0OPEC
action, military intervention by the United States would not only be

thinkable, but legitimate and necessary. Nonetheless, even if it includes

our NATO allies, such action would be costly in terms of risk, lives lost,
domestic political dissidence, econo.ic disruption, and opportunities

for increased Soviet influence within the Middle East. Given these
significant costs, two quesiions arise: What might the U.S. do to
threaten the use u7 force? and, How effective would the threat be given

the Arab or OPEC understanding that it would be costly to carry out?

Several possible actions might increase the spectre of a U.S. use
of force. These include permanent deployment from the 7th Fieet into
the Indian Ocean of an aircraft carrier task force, including the heli-
copter carrier Tripoli; proceeding with plans to upgrade Diego Garcia,
including lengthening its runways to accommodate C-5As, airborne troop

maneuvers; formation of special anti-demolition and oil fire-fighting

units within airborne units; publicized mine-sweeping operations in th-
Indian Ocean; leaking discarded contingency plans to an unsuspecting

Jack Andersan; and suitable low-level bureaucratic rumblings. Timing
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would be quite important. To raise the issue of force and then back of f
as both Presicent Ford and Secretary Kissinger did in October is counter-
productive. Also, such maneuvers will generate Arab resentment, as well
35 resentment in non-Arab oil-producing countries, and shoild only be
undertaken after a conscious decision to shift from diplomacy to coercive
diplomacy. Otherwise, when the Shah responds with talk about not "waving
your finger at me' and the sheiks speak of blowing up tne wells, U.S.
officials will hastily retreat, reinforcing the producers' sense of
immunity. Coordination with U.S. allies might or might not be desirable.
To have Harold Wiison rush to Washington at the beginning of an orches-
trated U.S. campaign of coercive diplomacy during a new Arab-lsraeli
war, much as Clement Atlee rushed to Washington and brought back Truman's
disclaimers about the use of nuclear weapons in Korea, could have mixed
effects. |If the U.S. intended to back off, and told Wilson so, this
would erode the threat. But if Wilson rushed back to spr2ad the word
that the ''mac Americans™ were thinking of using force, it could enhance

hi
the threat.

How effective would these and similar effcrts to threaten the
possihility of U.S, military intervention be? Granting that such threats
would be discounted by oil-producers knowledgeable that implementation
would be costly and that they were the targets of an orchestrated coercive
campaign, to pose seriously the prospect of a desperation resort to force

still could be advantageous to the United States in two ways. First,

*
Parenthetlically, it might be suggested that the French would be
particuiaily convincing in the latter role.
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although such tactics would be unlikely to either prevent Arab use of
the ""oil weapon'' altogether or coerce its cessation, it could affect the
modalities of oj] coercion. Coercive diplomacy could cause the Arab

o0il producers not to implenent a total embargo to undercut the oijl-
sharing plan, to hold 10 "modest' levels the extent of cutbacks, and to
look the other way to leakage. Much Arab oil diplomacy in the past year
has evinced a relatively cautious sense of how far to push. Thus, by
Posing the threat of force should oj| coercion push too far, U.S. diplo-
macy might be able to hold future use of the "oj) weapon'' within manage-
able limits. And, if not, the Preparatory steps undertaken as threats
would then serve ag stepping of f points to further actijon. Second, the
POssibility that the Unijted States might resort to fc.ce as a last
9amble could very well moderate OPEC policies, Conclusive evidence is
unavailable, but OPEC from 1970 on also appears to have sensed Western
weakness and pressed its advantages--economic and Fsychological--home.
Much as with the resort to non-cooperati e measures discussad in regard
to other raw materials questions, posing the threat of force here, too,
may buttress right reason, That the right reason approach, the one with
which the discussion of pursuing a system of international economic col-
lective security began, needs such support is a lamentable, but unavoid-

able aspect of world politics.
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Vi. CONCLUSION

During most of the past three decades world politics has been
dominated by Cold War issues. U.S. foreign policy became national
security policy as the problem of creating and maintaining a Western
counterpoise to Soviet power and ambition took priority. Concomitantly,
international economic issues of trade, investment, and finance were
relegated to their own '‘track'' to be resol.ed in their own terms. But
even before the Arab oil embargo and the ensuing jump in oil prices, it
had become clear that this postwar pattern of world politics was chang-
ing. By the iate 1960s the breakdown of the postwar international
economic order and the need to create a durable replacement within which
to manage growing economic interdependence had raised economic issues to
the agenda of '""high foreign policy.' Moreover, as argued throughout the
preceding essay, the problem confronting U.S. foreign policy extends
beyond assuring access to supplies of oil at manageable prices or
balancing domestic and foreign demands for U.S. agricultural products.
Rather, both of these objectives should be pursued within the broader
framework of U.S. support for a system of international economic collec-
tive sccurity. Such a system would both depoliticize access to raw
materials and establish norms, procedures, and related agreements to
rationalize interdependence. Most importantly, central to a system of
global economic collective security would be an inclusive conception of
global equity, a conception within which rich natlons and poor nations,
consumers and producers alike, acknowledged their mutual needs and obli-

gations. It remains to be seen whether they will be willing to do so.
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Introduction

For some time, economic warfare has been out of fashion
with US policymakers as a meaningful instrumcnt of national
policy. There was strong academic interest ii: the subject dur-
ing World War 11 and the Korean War, but little serious
rescarch has been done since then.! The United States has
had statutes in force ever since the Trading With the Enemy
Act of 1917 o provide a legal basis for the conduct of
economic warfarc. But in recent years, specialists and policy-
makers alike have been disenchanted with the cfficacy of
such mcasures o support forcign policy objectives against
substantial adversaries. As a consequence, most of the cco-
nomic warfarc mcasurcs instituted since World War 11,
which have been directed primarily against the Soviet bloc,
have not been energetically enforced. With the exception of
some of the most sensitive military technology, little effort
has bcen made to prevent leaks of important civilian tech-

' For useful discussions of economic war.are, see R. L. Allen, Soviet Economic
Warfure (Washington: Pubiic Affairs Press, 1960); H. S. Ellis, Exchonge Con-
srol in Central Europe, Harvard Ecraomic Studies No, 69 (Cambridge: Harvard
University Press, 1941); A. O. Hirchman, Narional Power ond the Structure of
Foreign Trade ti.on Angelen: University of California Press, 1945); J. Viner,
Dumping. A Probiem of International Trade (Chicago, University of Chicago
Press, 1923). Y. Wu, Economic Warfare (Englewood Clifis: Prentice-Hall,
1952). A useful review of the development of the subject can be found in the
International Encyciopedia of the Sociul Sclences, p. 467,
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2 Can We Avert Economic Warfare in Raw Materials?

nology to the Soviet bloc. Nor is there a significant consensus
among policymakers as to how (if at all) ecconomic warfarc
should be conducted in the future as an element of nationa:
policy against actual or potential adversaries.

The Arab oil embargo imposed on the United States and
other nations in October 1973 has, however, stimulated a
reconsideration of the utility of resource control as a means
of influencing international diplomatic behavior.

Postwar economic and monetary arrangements (Bretton
Woods and GATT) were designed to support an eco-
nomically interdependent world. This system has been based
upon the notion—developed in over a century of economic
thought—that frec international commerce would inhibit
military competition among the nations, and at the same
time cnhance their economic welfare. The 19th century
cconomist and philosopher John Stuart Mill observed:®

It is commerce which is rapidly rendering war obso-
lete by strengthening and multiplying the personal inter-
csts which are in natural opposition to it.

The higher economic standard of liviag which has been the
result of the international specialization of labor in an envi-
ronment of the free international movement of economic
resources has become onc of the most conspicuous character-
istics of the postwar world. This interdependence involves
risks that were not easy to calculate in advance, but which
have been made painfully evident in the wake of the recent
oil embargo.

Quoted i J. R, Schlesinger, 1he Political Economy -7 National Security
tPracger New York, 1960), pp. 119-140. An equally re- ;wned economist, John
Maynard Keynes, argued that international econom: . sutarky rather than Inter-
dependence was preferuhle becsuse of the '»n,ons which he believed to be
Inzvituble under u system of interdependence The anti-American nationalism that
has been aroused in Canuda, South Ameriv., and Europe against multinational
US firms {a a_convenient illustration. See J. M. Keynes, “National Self-Suffi-
ciency,” Yale Review (Summer 1933), pp. 756-78.
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Introduction 3

The Arab oil embargo, designed primarily as an instrument
to support Arab policy objectives in the Middle East conflict,
is interesting from a number of perspectives:

nH

(2)

(3)

Urlike the conventional perception of cconcinic war-
farc, where the objective is simply to inflict some
<ubstantial losses on a potential opponent in order to
limit his war-fighting capability, the Arab ernbargo
was limited to specific diplomatic objectives in a well-
defined set of circumstances. The connection between
the sought-for behavior of non-Arab states and the
termination of the embargo was made explicit by the
OPEC nations. As a result, nations heavily dependent
on imported oil (for example, France and Japan)
could be induced to cooperate with the OPEC gov-
ernments ~onducting the embargo; and this made it
more difficult for other countries to organize an effec-
1ive opposition 1o it.

The - xtent to which resource control may be cffec-
tive as a means of influencing governme.nts does not
necessarily imply a total cutoff of denveries. There
can be dramatic political payoffs from a small cut-
back, or even in a failure to expand production at an
anticipated rate. Table 1 shows that the Arab oil
embargo involved a reduction of less than ten percent
in pre-embargo shipments to the oil importing nations."

Primary or semimanufactured products may be more
effective instruments of economic warfare than manu-
factured products because of higher short-run substi-
tution costs for the former.

2 A useful reviers ol the Arab oil emburgo may be found in R. Johns, “How the
Arabs Took Stock of the Power of Their O Financial Times, March 22, 1974,
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TABRLE |
Arab Oil Shipments, September 1973-January 1974

September  January Volume  Percent
Volume® Volume®  Change  Change

Saudi Arabia 8,569 7,520 —1,049 -12.2
Kuwait 3,526 2,836 —690 —19.6
Abu Dhabi 1,398 1,223 —175 —12.5
Qatar 608 518 --90 —14.8
Oman 302 299 -3 —0.1
Dubai 273 180 —93 —34.1
Bahrain 58 70 +2 +2.9
Libya 2,280 2,032 —~254 —~11.1
Total Par-

ticipants 17,030 14,678 —-2,352 —13.8

Nonparticipants in Cutbe tks

Iraq 2,112 1,821 —-291 —15.8
Iran 5,828 6,137 +30$ ~ 8.5
Grand Total 24,970 22,63¢ —-2,334 —-93

e

¢1In thousa~ds of barrels per day
Source. Petroleum Intelligence Weekly

Economic warfarc may become the gunboat diplomacy
of the backward nations of the world. Arab success in influ-
encing t*.¢ policies of the United States and its allies in the
Middlc FEast crisis is subject to at least some degree of
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Introduction 5

emulation by other states or collections of states in certain
circumstances. ¢

The question for the United States is whether or not eco-
nomic warfare can become a useful addition to the range of
alternatives available to policymakers in support of diplo-
matic objectives. The cmployment of such measures againgt
the Soviet Union 1o inhibit the transfer of military-related
technology has been an important component of US foreign
economic policy for 25 years. These cfforts have, however,
tended to focus on the transfer of industrial technology,
because of the pereeption that such technology was the linch-
Pin of the Soviet (or any modern) military machine. The
conviction (with little evidence to SUppoit it) was that denia]
of crucial industrial technology would be the most effective
mceans to inhibit the growth ang modernization of the Soviet
military establishment,

nomic warfare that could be vastly more effective as a way
of influencing the character of resource allocation within the

abundance we have enjoyed for most of this century, there
has been litle motivation to consider the utility of cconomic
leverage as aa instrument to facilitate access to raw Mmaterials
or to influcnce other aspects of our diplomacy.

political cohesion am myg the nations eXporung raw Mmaterlals, and the hmited
dependence of AL | dustrial nations on any single raw maleriai. There may
be some exceptions, | wh ay titaniurm, where the supply g dominated by the
Soviet Umon, Ihe So iets have demonstrate 1 Hitle e utance to manipulate
fesource supplies for puiitital purposes. ‘viuess the Sovie cutofl of off
deliverien 10 (he Federal Republic of Germany between October 1973 and
Junuary 974, At the recent UN conference on raw materials policy, ome
fesource-producing nations urged the formation of OPEC-type cargls, This Is
discussed in more detas) in a Iater section of this cssay,

e
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e most obvious potential mstruments of economic war-
fure available in the structure of US export capabilities are
advan 'ed industrial technology and agricultural commodities.
Manipulation of the flow of advanced indust ial technology
as an instrument of economic warfare has several disadvan-
tages. These have become apparent under a variety of cir-
cumstances, from wartime restrictions against the Axis
powers to peacetime limitations on trade in advanced indus-
trial and scientific technology with the Soviet bloc. To be
specific:

(1) The United %tates does not have a monopoly on ad-
vanced industrial and scentific technology. The ex-
pertise and production czpability for a wide range of
advanced technology products exist in most of the
West European countries and Japan. Over time, the
ability of a target natior to procure advanced tech-
nology f-m nations <ther than the United States s
likely to .ncrease.

{2) There are very few examples of advanced technology
that are both ess.ntial and unique (that is, for which
no substitutes are feasible). In the more typical case,
substitutes are available, although at higher cost and
r2duced efficiency. The eflects on either Soviet beha-
vior or capability wre likely to be slight. Historically,
the Soviets have generally sought to offset their tech-
nological inferiority in the milisary sphiere by adding
additional manpower (10 the detriment of their
civilian economy) and by proliferating less sophisti-
cated wesapon systems than we have been able to
deploy.®

For example, the Soviet e porse 10 swphistivated manned bomber deploy-
ments in the 19%0v was ot the deployment of equaily sophisticated counier-
Meao ves sCh as high performance manned interceptors and surface-tn-alr
misviles (a8 would have heen done by the United States anil most West Euro-
pear nsnons faced with a sunilar threat) Rather, the Soviets i ly pra.
bferated very large numbers af day fighiers (primaridy the Miti.]$ and MiG- 1N
and SA-1 and SA-2 missiles  This was done at higher cost then woull have
oblained 1f sophisticated cost-effective equipment could have been cmployes.
But the Soviet spproach did provide an eflective air defense system.

»
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Introduction 7

(3) It is not casy to measure the contribution of ad-
vanced industrial and scientific technology to military
offectiveness, because such effectivencss s frequently
a byproduct of technology that has broad civilian
application. For example, a large-scale scientific com-
puter such as the Control Data CDC-7600 could be
cfiectively employed in many pans of the bureau-
cratic apparatus of the centrally planned Sovict
economy; but it could be used in the control of
radars and missiles in a suphisticated ABM system.®

The largest component to our total cxports is agriculture.
This fact reficcts a degree of technological sophistication that
berders on monopoly. Since 1968, the value of US agricul-
rural exports has risen from $6 billion to $17 billion, or 183
percent, while the value of nonagricultural exports hus risen
only 79 percent. The employment of agricultural exports as
an instrument of cconomic warfare presents characteristics
that are not picsent in industrial commodities:

(1) The most advanced agricultural tcchnology has been
developed and ¢r ploited in the United States. As 2
consequence, there cxists a vast capacity for cxport,
especially in raw agricultural commodities (such as
wheat, corn, rye, and oats).

(2) The United States is the only nation able to cxport
agricultural commodities in large quantitics that has
a paralic capacity to augment output in response 10
changes in worldwide demand. The other naior nad-
tions with an agricultural cxport capacity cannot
casily increase output, nor do they produce agricul-
tural surpluses in large enough voluine substantially
to diminish American dominance of the agricultural
export market.

U
« A, Indeed, the LS o employs the ( - T0K 11y an ineglal component ol
the Hard Sue ARM system that is now 10 rescarch and development.
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(3) The ability of target nations to substitute indigenous
production for imports, or to import higher-cost sub-
stitutes, is extremely limited. This is cspecially true
in the case of feed grains in the Sovict Union and
food grains in the underdcveloped nations.

(4) The US comparative advantage in agriculture is in-
creasing over time relathe to that of othcr nations as
a result of a high level of research and investment in
agriculture.

(5) As per capita income increascs in the Soviet Union
(and other nations), there is a strong desire to en-
hance the quality of agricultural products consumed.
This shift in demand is frequently impossible for the
alrcady inadequate agricultural sector to accom-
modate without massive shifts in domestic resource
allocation t the agricultural sector.

(6) Low agricultural productivity in the Soviet Usion is
difficult 1o remedy because of an inadequate agricul-
taral infrastructure (such as the absence of adequate
interfarm marketing, & rural road nét, and so forth)
v support increased investment in agricultural tech-
nology of the kind commonplace in the United States
(such as feedlots for livestock).

The United States hay cvery reason to use this vast agri-
cultural lever in support of its diplomacy. Many of the na-
tions with which it has important conflicts of interest arc
preciscly those whose dependence on US agriculture is likely
to be most significant over the near term. The manner in
which the conflicts arc resolved is important; they may not
be capablc of politically acceptable resolution through the
threat or use of force. The agricultural lever, however, may
give US diplomacy improved prospects for success in an in-
ternational environment where it may be difficult to sustajn
our forcign policy objectives by other means,
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The balance of this essay will exanuine in detail the po-
tential of agricultural products as an instrument of economic
warfarc. Chapter Two will review briefly the recent history
of cconomic warfare in the United States. Historically, many
policymakers have often expected too much from the cm-
ployment of such techniques. As a consequence, morce realis-
tic opportunitics to employ economic warfare in support of
foreign nelicy objectives have frequently been overlooked.
Chapter Three will investigate the capacity of the United
States to employ .gricultural exports as an instrument of
cconomic warfare. Our preeminence as a world supplier of
agricultural commodaties has increased substantially over the
past four decades. Parallel to this development have been
demand shifts that appear likely to sustain this preeminence
for mavy ycars to come. Cnapter Four will suggest some
burcaucratic 2nd inst’tutional mechanisms to implcment this
form of cconomic warfare. Chapter Five will analyze the
strategic implications of employing agricu'tural exports for
cconomic warfare purposes in three l'¢rnative circumstances.
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Us Experience With Economic Warfare

The United States has had economic warfare statutes
on the books since 19) 7. The comprehensiveness and sophis-
tication of these controls have increased sharply since Worid
War I1. The firge major post-World War |1 statute, the Ex.
port Control Act of 1949, was aimeq primarily at the Soviet
bloc. This Act, however, 8ave the President getieral authority
t0 prohibit or cureaj) virtually all ys €xports for any of
three purposes: (1) 10 prevent economic shortages, ( 2) for
national secutii, reasons; and (3) to support US foreign
policy objectives.

The broad authority conferred upon the President by this
Act has been extended severa) times, including ap amend.

Control in the Department of Commerce. The Office of
Export Controf established 3 two-tier licensing system. On
one Jevel wags the general license, which permitted the ex-
port of most goods (o MOst countries withouy specific appli.




US Experiene With Econony, Warfar, 1l

Nl or approvag of & vahdated expory lieense 1o Communigy
bloc nitions wis the degree 1o which the exported com-
modities: () contnibuted 10 the military of cconomic po-
lential of the Lountry: (2) would he directly applicanle for
Mitiary purposes and (3) were avatlable in other countrics,

In recem years, there has been @ gradual relaxation of
Controls  ovey EXPOTIS 10 countries with which trade had
hitherto been linned by statute In 1956, some commaodities
were exported under general licenses 1o the Soviet bloc, A
year later, Polund was placed in 4 Sparate tategory, for
which few products required validaged licenses, Rumania way
a ed 10 this category in 1964 By naw, several hundred
tommodities have heen Placed on the Beneral license |igt
for East European exports,

In 1969, 4 new Exparg Adnministratian Act replaced the
Export Control Act of 1949, by maintained the rrachinery
for contro! of exports. This statute was intended to enhance
the prospects for trade having no direct military significance.
s more jenien terms are undergirded, however, by the
7igid controls of the I'rading with tpe Enemy Act of 1917,
which have been employed 1o restrict trade with Cuba,
North Korea, and North Vietnam, Trade with the Com-
Mutist bloc countries furither regulated by the Mutuai
Seeurnty Act of 1954, 1he Agrniculture Control Tryde and
Assistance Acy of 1954, and the Mutua) Defense Assistance
Control Act of 1951 (the “Bagle Act”). Through this sel
of statutony Lonstraints, the 1§ NATO nations have es.-
tablished the socilled (‘oordmn!ing Committee (COCOM)
to coardinate NAT() restrictions on he flow of militarily
significant 1ryde with the Communist hioc countrizs. There
have been some substantial dilferencey in view between the
United States and the other COCOM countries, which have

A iselul o SN OF gy gage Lan be toung 4 g ¥ Hardi ang Gevrge D,
Hothday, 1 Neveet Connoger, ted Molussyon, ! he Iterpuy of I.umumu':, Tech
nelogy | rymygp, witd Dapliseng, ¢ ommg e o Foregn Aflairs, US House
of l(rmr\cnumn, June 10, 914 This study ape, disc unses related aspecqy of
the transier ol teg hnology by the Linneqy Mates (0 the Sovie( Union,
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regularly been more hberal in their interpretation of the
range of. goods that should be embargoed. As a result,
COCOM cauntrics regularly export commadities to the Soviet
bloc which are prohibited to United States exporters.

There is considerable evidence 1o suggest that statutory
Measures to support US restrictions on tade with potential
or actual enemies have been based upon grossly exagger-
atzd set of =xpectations. A recent study of the history of
US-Soviet trade, and of Anierican efforts to inhibit such
trade by statute, argues that cconomic warfare measures must
have a direct major impact on the military or economic
patential of an adversary if they are to be successtul.* US
strategy to undermine the military capability of Nazi Ger-
many by saturation bombing of supposed bottlenecks in
the German cconomy was not really successful. While the
Germans were prevented from producing adequate supplies
of some strategic items, they were nevertheless able 1o main-
tain a formidable military capability. “Denials, whether by
bombing or embargoes, to be really cffective. must be very
broadly based and nearly complete.” Morcover, “at present,
In peacetime, even a very tight embargo may be a cause of
passing inconvenience and delay, and perhaps a small cost,
but no mote than that. Small costs like these ure especially
casy for a centrally-planned ceonomy ta bear.™ Arguing that
an embargo must be virtually airtight to achieve a significant
effect, the author concludes that a US trade embargo against
the Soviet Union could not be very cffective in inhibiting
Soviet economic and military development.

By thus establishing a very high set of expectations for
cconomic  warfare, such techniques have often been dis-
missed since the mid-1950s, when they were tried and found
wanting as almast wholly incflective. 1 would argue, how-
ever, that this perspective on economic warfare is incorrect,

oD llolman, “Fas-Wew brade and Invesiment Policy Issues. Past and
Futere”, in Sovies Evonomie Prowpects for the 20, Josm  Economic Com.

mittee, US Congress, June 27, 9,
CIbid., p. o6Y,
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and only servey 1o dncourage US policymakers from taking
advantage of one of our host formudable long-rerm assets,
the copacity of the Uy ceanonty to support our foreign poticy
objectives. Feononne warfore can he eflective, and a usefyl
adjunct o other forcign policy imtiatives, of only our ¢x-
PeCtanons are put in the proper perspective '

Feenonne wanfare cannot be expected o carry the entire
burden of contaning i strong and dRRressive power. As one
of several coordinated clements in g broad forcign policy
strategy, however, cconome warfare can muke an Important
contribution to achieving long-term forcign policy objectives
in relation 10 the Soviet Union and other nations, and can
be highly effective i the short term. Economic warfare can
be a useful device for allecting the pattern of resource allo-
cation within the tarpe country. Denial of trade in some
arcas, while encouraging o in others, can alier the pattern of
growth in an cconomy that favors one sector while leaving
another dependent upon foreign resources,

With regard 10 the Soviet Union, one of our most potent
INSCES IS our convistent ability to supply agricultural exports
to-meet shortfolls i Sovier domestic production. The Soviets
have minde o Uiajor policy decision 1o alter the main source
of ‘protem from fod ERS o fivestock. The 197].75 cco-
nomic plan sets rathe ambitious goals for mereasing the
production of base agricultural commodities solae 3.5 per-
cent above the 1970 jevel The plan alo calls for a ten per-
centancrease i anvestment in fixed assets, new construction,
and machinery and vpupmcut When one alfows for the
mpact of favorable weather upon the base ycar, 1970, the

o L PP VRPWTR e o iRyl s h-nmm; ihe IS Agi Furce hasy
Warned thal whan veild b capied i thus wipaingy wrl imisnoriant  dislo
vty slowmdvimms i shebinn iy b Panily hyiad L L T teddin tiesm  in The
At o dags i AP gl FAEaC i heefighis, and Erneral confusion
I oEemy logisiins Wohen e sk ipsanged VU Ratlims iy o ovbeidied n ihe plan
FinE Pras vss am ekl LTS T T TR wln Py LT L TEes Y] The [
L PTTET v iive @roming AR b LN st i LY Maintaining
Pressuie om the | Wiswsg @ VMRS b el s M WY, s

i T R A — tdine iy Moiw o0 maletiel G the from, fesalied in
ihe delest ol e ¢ Mama g o gy whibe il ning err oy illion casuallis
anll Vb
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required annual increase will have to be a third higher, or
4.5 percent, to meet the objectives set.!!

The overall increase in inputs to the agricultural sector—
primarily industry nputs—will undoubtedly strain Soviet
industrial capacity. This 1s likely to be especally truc for
construction materials and agricultural fertilizers. The broad
details of the plan arc summarized below.'*

Investment dircctly into agriculture is scheduled to
be nearly 129 billion rubles (about $172 billion) dur-
ing 1971-75.'* Meeting this goal will requirc agricul-
tural investments to grow an average of 9.5 percent a
year and to risc as a share of all investments from 2.5
percent in 1970 to 27.5 percent in 1975.

Total investment in machinery and cquipnient (pro-
ducer durables) for farms during 1971-75 is plunned
to be 35.5 billion rubles, a 54 percent increase over the
value of such deliveries to farms in the last half of the
1960s.

About one fifth of total investment i agricultuse is
to be expended cn land amelioration, mostly rectanation
by irritation and drainage. The boost in investment in
land reclamation is to result in an cxpansion of about
30 percent in the stock of irrigated and drained land
In support of the reclamation effort, Soviet industry is to
deliver new construction cquipment into agriculture in
an amount cqual to ncarly 90 percent of the total inven-
tory of such equipment in the overall construction sec-
tor at the end of 1970.

W1 B Diamond and € B Kruget. “Recent Developments in Output and
Productivity sn Soviet Agrtwultute,” in Sovier Pconomic Prospects for the
20, p W19

1 ibid , p V20.

1 The nominal value of the ruble v 073 rubles to US $1. Conversion 3t this

value gives 8 fough idea of the magnitude of economic quantities Involved in

the program.

s
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in adduion 10 4 Step-up o the flow of investment
goods 1o agricutture, the tlows of other types of indus-
triatly produced 2oods 10 farms are 10 be expanded.
Overall deliveries of major types of producer goods
used 1 current productive acuvity in agriculture are
10 rise at an average annual rate of 6.5 percent during
1971-75.1¢ Especially noteworthy are a scheduled rise
of two thirds in the use of fertilizer and a significant
growth in use of plam protection materials (pesticides
and herbicides). Tne required increase in production of
these goods will necessitate further large investments in
the chemical industry,

All of the 19§ percent increase in output for the
period 1971-75 is to come from the country’s collective
and state farms. Production from individyal holdings,
which contributed 30 percent of total output in 1970, is
implicitly slated 1o decline slowly in the 1971-75 period.

As a result, if the initia) Plans for output in the private
sector are carried out, the above Measures for achieving
4 rapid advance in output in the socialized sector may
be partially offset.

This major increase ir, agricultural investment s especially
important from the perspective of international trade in agri-
cultural commodities. There is hkely to be a sustained Soviet
requirement for the importation of food and feed grains if the
livestock production goals arc to be retained. As a conse-
Quence, it is expected that the Soviet Union will be 3 major
importer of grain for the next three to five years, and per-
haps beyond, as a consequence of the great variability of
yields of Soviet agriculture. The only ma,or grain export-
ing areas of the world are North Americz and Australia. Of

—

‘* The major ypes of producer HOOds included here are fertitizer, electric power,
fuels and lubricanis, Current repair  services, rubher products, Industriatly
Produced feeds, and lime

B
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these areas, only the United States his the capability of
being an exporter on the scale required by the Soviet Union
In these circumstances, what might be accomplished by
using agricultural exports as an instrument of economic
warfare?

10y not reasonable o expeet that demat of United States
agricultural exports 10 the Soviet Union would bring the
Soviet economy to s knces. In fact, with a few rare excep-
tions, virtually every modern cconomy is immune from crip-
pling cconomiic warfare of this varicty. What economic war-
fare can do in these circumstances is the following:

(1) Because umports of grains are important to the Soviet
plan for agriculture, denial of these grains can have
an important impact on agricubural resource alloca-
tion within the Soviet Union, and consequently affect
the success of the plan,

(2) In order to make the agricultural plan effective, in the
absence of United States grain imports, the Soviets
would be forced 1o tuke resources away from other
sectors of the cconomy, cspecially the defense sector.

(3) The Soviet agricnltural plan is politically important,
not only for reasons of cconomic autarchy, but also
1o restructure the system of incentives in order to
raisc productivity in other sectors of the economy.
Thus, it will not be lightly abandoned.

(4) The political stake that the Soviets have in the suc-
cess of their agricultural program may open up diplo-
matic opportunities for the United States to obtain
political quids pro quo for our agricultural exports.

Sumilar opportumitics - other circumstances will be dis-
cussed at a later stage  Fhese opportunitics arise chiefly frons
the US position as a major food exporter to regions of the
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world whose agriculture 1s inadequate o suppoit domestic
needs 1f one’s expectations as to the cffectiveness of manipu-
lating forcign agricultural sales are distorted by the World
War 11 notion of bringing an opponent to heel, then economic
warfare s hkely to be a failure. On the other hand, if onc
views cconomic warfare as a device for significantly influen-
cing the behavior of potential adversaries, then such a
srategy can make a uscful contribution to the achicvement
of foreign policy objectives without resort to the threat or
use of force.
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Agricultural Exports as an Instrument of
Economic Wartare

US Export Supply

The United States, i particular, and North America Wi
general, are the principal sources of ugricultural commodi-
ties for the world market. The US lead in agniculture s
greater than Arab dominance of the petroleum market. This
dominance has been growing as i consequence of 2 multi-
plicity of factors, such as declimng agricuhurul product'wity
in some regions (and especially in the Soviet Union). a high
birth rate, the shift in chimatological patterns in North Africa,
and the shift in tast¢ from low quality protein (direct con-
sumption of grain) to high quality protein (livestock) as @
conseguence of nsing per capitc income. Table 2 indicates
world production trends since the carly 1960s.

White world agnicultural production has increased 30
percent since 1960, per capitd production has increased only
two pereent in the devcloping pations. This is the result of
population increases outstripping the 29 percent increase in
aggregatc agricultural production in these nations. The de-
veloped nations of the world increased n production by a
simalar magnitude (31 percent), but were able to InCTease
per capia consumption by 7 p.iaent because of more mod-
erate population growth. Those data conceal great differences

18
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FABLE. 2
World Agricultural Production, 1966-73

Total Agricultural Production
(1961-65 _ 100)

Developed Developing

Ycar Werld® Countrics” Countries”
1961-65 1) 100 100
1966 108 110 105
1967 112 113 110
1968 116 117 114
1969 117 116 1Yy
1970 120 118 123
1971 124 123 126
1972 123 123 124
1973 130 131 129

Per Cupitu Agricuitural Production
(1961-65 . 100)

Developed Developing

Ycar World” Countries” Countries’
1961-65 100 100 100
1966 102 106 97
1967 104 108 100
196K 108 lil 101
1969 104 109 102
1970 105 110 103
1971 107 113 103
1972 104 112 99
1973 108 117 102

“Hacludes Communint Awe
S Noath Ameia, Futope, Lis 4 Japan, Sepaddhe ol Souh Alnga, Austiahia,
amil New Zealand

Lavn Ameica, Avia tenogn Japan and Communsg Asiat, Afiica texcept
Republic ot South Atiwad

Source Overseas Development Conl

aSsite i
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among the nations of the world Many have actually experi-
enwved substanuial retrogression in recemt years. '

Because of dwinding world gram reserves, the ability of
the world agneultural cconomy to respond 10 shortfalls
supply ncreasingly dependent upon North American, and
principally US. agricultural exports Table 3 suminarizes re-
cent priin fu Ccrve trends on i worldwide basis.

TABLE 3
world Grain Reserves, 1961-74

Gram
Fquivalent

Reserve of tdted Reseives as Share of

Stocks us otid Annnil Gram
Year of Grain € roplanil  Reserves Concumption

imullions of melnc tons! {percent)  (no. of days!

1961 154 6K 222 26 95
1962 131 Kl 212 24 i8
1963 128 70 195 21 77
1964 128 70 198 21 77
1965 113 71 184 19 69
1966 94 79 178 1R 66
1967 100 St 151 15 sS4
196K 116 61 177 17 62
1969 136 73 209 19 69
1970 146 71 217 19 69
1971 120 41 161 14 S1
1972 131 8 200 18 66
1973 1058 20 125 10 LY
1974 B9 0 X9 7 27

o Pryecion
Sourse  Dveiseas Development Conne it

A LPL duspateh LApUL K, 1974 pepatis that Jndia s grain production hus fallen
ween mithion metih tons shart of ihe ;mnnmcm'\ tatyer, indicating  1hat
Indis would be o the matket 1 wuhatuntial  gquantitics India's  Jdisastrius
drought induced foutd e inns ol 1966 1 reyquited the impotiation of ten mithon
s 0l glamn World grain peserses. howevet, huve been reduced from 178
mithon metiie 1ons Leguivalem o o6 duys ol consumption) to an estimated
X9 mithion metrin o 127 Jdaysi in 1974 The cunsequences of 8 magy crop
tasdire 10 lodia this yeat could be grave
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Histonically, increases m agncultural output have come as
4 consequence of mercases i planted acreage and yields per
are (bable 3 mdicates that the fonmer Option is no longer
available ' the Unmited States, cropland acreage withheld
from planting has dechined from nO million acres in 1972 10
seron 1974.) There have also been substantial improve -
ments an the yicld per acre e cereal production as a result
of improved technology particularly i high-yicid strains of
wheat and nice. In some cases, particularly Pakistan, the
vield per acre has nearly doubled. '

As noted carhier, however, as per Capila INCOIMC INCreascs
there iy a marked change in preference in favor of the con-
sumption of high quality protein, especially livestock. In these
circumstances, livestock convert high protein feed grains into
beel, pork, and poultry. On a per capia basis, the average
Amencan consumes over one ton of gram per year, only 150
pounds of which are consumed directly; the remainder is con-
sumed indirectly in the form of animal protein.'” It is in the
production of feed grains that the United States has its most
conspicunus and enduring predaminance,

The United States, which exports 75 pereent of total North
Amenicar feed grains in the international market, is also
dominant in soybean production. the most important so irce
af livestock protein. Throughout the 1960s and 19705, the
United States produced 90 pereent of the warld's exports of
sovbeans ' Morcover, because of the importance of soybeans
to the dict of both the developed world (in the farm of indi-
rect consumpaan througi hvestock ) and the underdeveloped
world (ncarly onc billion people consume soybean prodicts
directly as a protein source), that dominance is lik=ly to
continue for many years 10 cole With the exception of

R Hrewn, Waorlii Waithuur Rorders {Vinapge  New York 1971), p. 98.
Lhese develospmenin are populatly kaown as the Green Revoluion,

Vabtd , p.ow6

MR Brown, World Wihout Bordery tVimage: New York, 197%), p. o
The value of soybean exports eaecds the dullar value of wompulers, Jel air-
wrult, and wheat

ny
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Brasl, which has begnr to produce soybeans, the United
States 1s the only nation with a signihcant surplus available to ,
the mternational export market. The ability of the United
States 1o expand soybean production s limited, however, by
technology and the absence ol unplanted acreage In recent
years, the major portion of the fourfold increase in the soy-
pean crop (85 percent) has come about as a consequence of
additional planting of soybeans Increases in yiclds are not
vulnerable to the technological changes we have experienced

| with wheat and nice

While there has been a fourfold increase in the production >
of soybeans since 1950, yields per acre have increased only
ane pereent (one fourth of the average annual increase for
corn over the same period ). Nongram substitutes for protem
are difficult to obtain. Fhe most important, fish, has been a
ﬂ dechining source of protein snce 1969, after increasing at a
five percent annual rate since 1950 Morcover, several of the
30 hinds of commercial grade fish now taken wi't not sus-
tain the current level of catch ™ Advanced tecimological
‘ efforts to produce synthetic forms of protein from petroleum
| are not yet i cost-effective solution, and may not be so for
several years, This situation has led onc observer to note:®!

We may be witnessing the transformation of the world
protein market from a buyer's market to a seller’s
| market, much as the wortd energy market has been
transformed over the past few yens,

The Worldwide Demand for Agricultural Imports

| As i conseguence of several factors, including organiza-
i nonal shortconungs, inadequate mvesteent in agriculture,
increasing population, - climatological shifts, and increasing
per capita ncome, there has been a worldwide increase in
the demand for agneultural products from the surplus-pro-

The soybean s a logme with 4 Puiltan supply ul nntogen, and consequently
s ot sus eptible o mittogen fervsinzes td . p 14

> itd , p. 1S s
Vid , p. 17
; Y - o —— R iy E -
" —— Goacio .5 o
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ducing nations of the world. Since 1971, US food grain ex-
ports bave neerly doubled. from 169 nullion mietric tons to
Aomdlon metnie 1ons in 197374 (estimated)  Morcover,
worldwide exports from the major producing nanons have
ncreased by 27 percem over the sane period. The export
of food griuns reflects substaniial shortfalls in many parts of
the underdeveloped world as w result of extended droughts,

The expon of feed prains, which has increased almost as
spectacularly . underhines the constam shift o preference for
the indirect consumption of feed grains vig livestock. Japan
mereased s imports of feed grains 28 percent over the same
period. These growth rates exceed the average increase of
23.4 percent for US feed gran exports as a whole. These
data arc reproduced in Tables 4 and S.

Starsnies on Soviet gram impons reflect considerable vari-
ability. In the pist two decades. the Soviets have experienced
substannial production shortfalls every 3.3 years. Table 6 (on
page 26) emphasizes the volatiliny of Sovict production.

In the most recent year for which complete data are
available, FY 1973, 1he Soviet Umon purchased over 38
million metnc tons of grain—the largest such purchase in
recorded hisory. Based upon what is known of the Sovict
agncultural program, 1t can be anncipated that the Soviet
Union will be a peniodic net imponier of grain for many yeurs
1o come. As mentioned carher, the Sovier program for the
expansion of their livestock inventory is a high priority
program It s so awmportant thin, despite the major crop
fallure in FY 1973, the Sovieis did not slow down their
program of gram mnports. In fact, they increased per capita
consumption The Soviet Union has o long way to go hefore
their livestock inventory can approach the United States.
At the present time, the US has approxime*'; 40 million
head of beef cantle, compured to some 2 million in the Soviet
Union Substantial augmentation of agricultural output will
take miany years; and frequent supplementation by imports of

— e ——
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1ABLE 4

Wheat  Production, bxports, and fmports
Sclected Conntries and Regions®
(in nultions ol metric tons)

Laports

Canada
Austriha
Aagenting
Western burope
USSR

USA

World Fotal

Imports

Western burope
Japan
Eastern burope
Mainland China
USSR

Waorld Fatal

Production

Canada
Australia
Argentina
Western Furope
USSR

Fast Europe
USA

warld Total

Constmption

World Total

subcommitiers v Fotegn At
ture and Forestry, LIS Senate,
crnment Panting Othoe, Novembe?

1971-72

137
8.4
1.2
8.6
5.5

16.9

5§8.5

12.2
5.0
4.8
30
34

L e

sS85

14.4
R.S
5.7

51.0

98 8

30.0

44.0

3a0.6

336.6

1972-73  1473-74
(ust.)
15.7 137
S4 6.8
RIR) 1.3
12.0 12.0
2.5 4.0
32.0 3o
73.8 70.3
13.0 13.5
5.5 5.5
4.7 4.0
§.4 6.5
149 5.8
738 70.3
14.5 17.0
6.6 13.2
68 5.4
S1.3 49 8
8RS8 100.0
30.7 31.s
420 47.0
3311 3548
3554 360.4

ultural Policy of the Commitice on Agricot:
Werld Pood Securiy (Washington  US Gov-
12, 1974, pp 190
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Avricultural Exports

Exporis
Canada
Australis
Argenting
South Africa
I hailand
Western Furope
USA

World Total

Imports
Western Europe
Japun
USSR
Eastern Furope
World Total

Production
Canada
Australia
Argentina
South Africa
Thailand
USSR
Eastern Europe
USA

World Total

Consumplion
World Total

o Ihid

25
TABLE S
Feed Grans . Production, Exports, iand Imports .
Selected Countries and Regions®?
(1n millions of metric tons)

1971-72 1972-73  1973-74

(est.)

s 36 35

312 1.8 1.9

6.3 4.3 7.1

2.2 33 0.3

23 1.4 23

11.4 11.0 1.5

20.7 35.5 373

534 62.6 66.0

26,4 28.0 29.0

10.0 21.0 13.1

39 49 5.0

5.0 3.7 37

53.4 62.6 66.0

22:2 18.9 19.2

S8 3.6 53

9.5 18.5 15.6

10.2 4.6 10.0

2.3 1.4 2.6

70.6 70.2 8S5.0

-50.1 55.1 553

189.7 181.9 191.9

563.4 S44.8 578.4

547.7 563.4 582.4
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TABLE 6

Net Soviet Gran 1 rade
1955-56 1972-73

20 -
10 -
net _ \ ( prclim'mury)
exports | y 2 _72.73
millions \ - \ 1
of metric I v 1,4" b
tons 195550 \ [ \/ T3
net c0.01 V6566 1071
iparts \
|
10-
\I\
20~

Nougro e Miowi. e Nond o Pood? i 08l P 8.

articularly feed L TAInS, will be nec-
Soviet ugricuhuml sccto. pub-
Committee of the Congress

prcduuumu\ll) US pram, P
essary. A recent sudy of the
lished by the joint Economic
cmphasized these points =

Sovict prospeets for catching up with US farm output
hy 1975 are poor The continuation in 1971 of a sharp
fall in Sovict crops and a record harvest in the US put
the gap v crop production below the 1966 level. An
cven warse harvest w1972 eroded the Sovict position

ap D W hitghouse and 3 ¥ Havelha, (ompansen o) Farm Ouipul in the
Y Sovist } conomic Proapechy for the 70's,

us and USSR, s v e
p 136-138.
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TABLE 7

USSR Progress in Meeting 1971-75 Plan Goals
for Agriculture”
(n millions of metric tons )

{roals lor averape

Average actual

Avetage

produi hiem

needed 1n 197174

Production sn prodution in o meet 1971 78
197] 78 1971 72 poals

Gram 195 0 1710 2110
F statoes RS.1
Vegetables 20.0 kel
Cotton 7.0-7.2 7.2 6.9-72
Sugar beets R7.S 73.9 96.6
Sunflomer seeds 6.7 h 7.5
Mcat 143 13.5 14.8
Milk 923 832 9R.4
Cggs’ 46.7 46.7 46.7
Wood 464 422 492

¢ Offcial producon dat. are presented in this table to permit a comparison of
sctual production with plan goals. In the case of grain and sunflower seeds, the
gross production oversiates uignificantly the net usable cutpui--by an average
ol about eight percent for sunflower seeds and IV percent lor grain.

» Rased on preliminary estimates of 1972 production and actsal production in

19
Not available
* Bslhons ol eggs

further  Although Soviet leaders arc counting on sub-
stantial gains in 1973-75 10 bring production back in
line with the original 1971-75 pian goals, the actual
gains are very unlikely to bring the USSR's farm output
up to 1970 US output by 1975

The 1971-75 plan goals for the production of meat,
eges, and cotton could be achieved, but the increase in
targets for production of milk, grain, sugar beets, and
sunflowsr seeds, are probably beyond reach (see Table
7). In crder to produce an av.iage of 195 million
(gross) tons o gram in 1971-.7S, for example, the
USSR would have 1o get an average crop of 211 mil-
lion tons in 1973-75-—43 million tons more than 1972
crop. Even if achieved, this wuld not yield enough net
usable grain to come up to the US level of 1970.

e T e—— |, —
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More iportant, the USSR surely will face increasing
dificulies ' 1973.7§ meeting  requircments  for
eean from domestic resonrces of the leadership holds 1o
i commitment 1o strengthen the livestock seCtor. Al
ndicated above, the expansion of hvestock herds and
mereased feed rations per animal, coupled with ¢on-
unued incfliciency in convering feed to live weight,
have raised Soviet requiremients for feed substantially.
At the same tine, yields of forage craps have virtually
stagnated, placing the burden of supporting the live-
stock pragram on feed grans. The USSR, however, will
not be able to grow the corn and soybeans which are
the basis of US rations, Fhus, Brezhnev's livestock pro-
gram. if it s maintined. will become increasingly
costly, in pirt because of a continuing need to buy
farcign grain,

Many other factors wili mBucnce farm production
m both the US and USSR ~political development s
well as economic constraints: Unusual developments in
export demand. for example, could result in more rapid
growth of US output, nsug land now held out of pro-
duction ta meet ovtput weeds In the USSR, on the
other hand, the further ¢y pansion of farm oatpu? de-
pends largely on resources and technology stll unitested
under Sovict coaditions and on policies not full, jormu-
lated. Continued Soviet purchases of US feed grains na
daubt will stumulate bath USSR vu'put of hvestock
products and US output of feed grain, The uncertainty
surrounding future grain purchases. novwithstanding, an
extens.on of recent trends in US and USSR farn; out-
puts suggests that Sovict production might increase to
only about 8S-8K8 percent of US output by 197§,

For different reasons, circunistances in the underdeveloped
world alse. sugget a continued irterest in purchasing US
agnicultural imports. Histarically, the nations of Africa and
Asia were self-sulficient in grain production: but this has
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Changed since the md- 19308 They have pone trom a net
cxportmyg postion o three nnllion wietne tons exported an-
mdly i the 19343 penod. 1o g net importing position of
A3 mlhon metne tons e 1973 according 10 an Overseas
Development Counail estintate -

Fable N pomts ot the diamatic shitts that have taken
pMace i the past four decades in the distiibution of net gram
importers and exporters The most conspicuons aspect of this
shifting pattern s the almost total deperdence of much of the
world on North Amencan gramn production.

TABLE X
Lhe Changing Pattern of World Gram Frade”

Regron 1974-3% JU4K-52 1960 1966 973"

Omillions of metric tons)

North Amenica S ¢ 23 $ 39 + 59 t KX
Latin America ‘Y + 1 0 +5 4
Western Lurogwe 24 2 25 27 2
Lastern Lurope

and USSR v S 1 4 27
Africa ol i} 2 7 4
AsL v 2 6 17 34 19
Austvaha and

New Zealand + 3 «3 Lo 1+-8 7

CPlus s denotes e cvports mnus sign demmies net NPTt
* Estimate

Soere e Ohvetseas Deselopment Connil

This dependence is more stark than the  dependence of
Western Enrope and Japan on Middie Eastern oil, primarily
because of the inadequite character and high costs of substi-
tutes Tor US agriculomal products as compared to the inter-
mediate and long-term substitution possibilities for petroleum,

Phrny o sovere diomght on e i 1968, e thied ol the W midlion tons
wported By Asian nadiotis was onporied by Tade Droughts could vasly
INCTeas aopert domands om o poriodie b
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These increases o demand. when set against supply
shortfalls and changes in taste in the developed world, have
left a very formidale burden on the underdeveloped nations.
Since FY 1972, the grain imports of the underdeveloped
nations of the world have increased from 20.6 million metric
tons to 26.7 million in FY 19744 At the same time, there
has been a 207 percent increase in the price of grain, and
this more scriously inhibits the development of many of the
nations involved than the increase in the price of petroleum
in recent months,

As a consequence of unfolding events affecting both the
supply and demand for agricultural commoditics on a world-
wide basis, the United States has—without planning for it—
acquired an unparallcled capacity for influencing interna-
tional cconomic welfare through manipulation of agricultural
exports. Stated simply, the combination of an increasing
worldwide demand for the agricultural products the United
States produces in abundance, and the absence of significant
alternative sources of production, will place the United
States in @ unique peacetime position. We have, in short,
an effective ncar-monopoly of the raw materials of sub-
sistence. For the ncar and intermediate term, morcover,
the incvitable growth of foreign demand and the dominating
position of US supply make it likely that this situation will
continue for several years.

The strategic implications of these unforeseen circum-
stances have not been widely explored, nor have the tactics
for cxploiting them been developed in a systematic manner.
‘the following chapters of this essay will attempt to sketch
some of the strategic dimensions of the situation, as well
as how they might be exploited to advance the national inter-
ests of the United States.

= LIS Depattmen’ of Agriculiufc estimate
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Iinplementing Economic Warfare

The United States has not cmployed agnicultural exports
s a component of econoinic warfare in any scrious manner
In peacctime As a consequence, it lacks the burcaucratic
and nstitutional mechanisms 10 do so. But we have had
considerable cxperience with similar institutional arrange-
ments that are compatible with the conduct of economic
warfare, and this expericnce could readily be drawn upon.

Two mechanisms would be useful to implement such a
policy. The first is 0 obtain tight contzol by the federal
government over the flow of agricultural cxports. There has
been substantial pressure in recent ycars to do this for reasons
that are primanly protectionist in nature: 1o mintmize the
impact of foreign demand on domestic US prices by restrict-
ing exports 10 a level that would himit price increases to an
acceptable level. Until the aftermath of the FY 1972 grain
sales 1o the Soviet Union, there was little serious cffort to
carry out such a program because of ats potential adverse
cffects on international trade. The impact of the July 1973
embargo on soybcan exports—especially in - Japan and
Europe, which are heavily dependent on US soybeans—was
formidable, however, and illustrated the kind of reaction that
could be expect 0 from any significant interference with
international agnicultural trade. But the licensing machinery
established under the Export Control Ac: of 1949 does pro-
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vides the necessary vehiede tor hanting agnendtural exports
f we should wish to do s Under this system, all agricul-
tural exports would be required to obtan d vahidated export
ficense, n i papner smlar o present controls on the export
of strategic matertaly and technology o the Sovict Uaion.

Routine commerctal sales 1o tricndly nations would be
routinely approved. But cxports to nations with respect 10
which the United States had a powerful political reason 10
make sales conditional upon some diplomatic arrangement,
could be nigorously controlled At the same e, this form
of control would be far fess intrusive than some of the pro-
posals that have heen advanced in the wake of the Sovict
grain deal, the effect of which would be to make agricultural
exporters almost totally subject to government monitoring of
their business affairs. In addition. this procedure would trans-
form agricultural commodities into an instrument of both
ceonomic and political significance; and United States policy-
makers would have available an additional tool of diplo-
matic leverage without major institutional change.

The flexibility of agricultural exports as an instrument of
foreign policy could be further enhanced through the creation
of a grain reserve that could be used entircly s an instru-
ment of govermuen: policy. Under the PL-480 program, the
United States has relied entirely on commercial surpluses o0
implement agncultural aid policy. As a result ot increased
worldwide demand for agricultural commoditics, there has
been a dramatic drawdown of reserves; and as a result,
PL-480 shipments have ialien to one third of 1971 levels.®

‘There are @ number of current proposals for establishing
a centrally operated world food reserve or an internationally
coordinated system of national reserves to cope with food

Thiv Adl was peprbased with Baport Admsnistiation At al 196y, which was
catended on August 39, 1972 Lbhe putpose ol the sew Al was Lo teduee the
entent of conttely, but the machiely was tetaned

< Wotldwide tesetves are almuost entirely beld by the 1inned Mates, LCunada
Argenting, and Austtalia Heown, fin it p 17
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shortages 7 Inogeneral, these schemes are hurnanitaran in
purpose, and are designed 1o assist me the distribution of
CXIhng gram reseives among wations that saffer from natural
disasters resultmg o sigmificant shortfalls There has also
been mnch concern among commercil agncubtanal interests
over the prospect that Targe griam reserves subject o overn-
ment control wonld become o signihcant “overhang” on the
market, resulting inouncertinty in agriculturat prices. To a
significant extent, this concern s jestified, high sgricultural
prices can be as much of a deterrent 1o cansumption as physi-
cal shortages of the products themselves

A proposal more consistent wath the commercial interests
of the agrnienltural exporting nations would be the establish-
ment of o US governament reserve, carefully partitioned from
the domesuc marhet, that would be employed for both hu-
manitarin and politcal purposes The most important -
iributes of this system would be the following

CH)y Any commcraial sales from this reserve, whether
forcign vr domestic, would be a” @ price that approx-
mated recent market prices at the time of sale.

(2) The tood reserve shoudd be accumulated by the gov-
crnmentn a manner that would minimize the wapact
of such purchases on prices in domestic and foreign
markets This could be accomplished by adding 10
the reserve on'y m years when there is a significant
surplus m domestic agrrenlturel production.

() Hununtinan relel would be coordinated with other
agricultmal exporting natwons; but the reserve would

FThe cave Lol vatiots oM sohemies has been made i | Joshae, UAn
Inteinaninumal Gran Reseive Poliy m World Lood Secunity, Report of the
Sboinnutiee on Peran Agiubisral Polny il the Comnntiec vn Aghiculture
and Forestry, 1S Senate, November 12 197 8 8 Rosenleld. “The Polthies mt
Fandd . Porcicn Polier iSpring 19740, pp 172 R 1D Marsen, “The Pohliltcs
ol Searat T an 3 W Nowe, o, The TN wnd the Develop ng Warld, Agendu
Yor Acteom aNew Youh Pracper, 1974), pp SEAS
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be subject to the equally vahd clars of US diplo-
matic interests.

The avalability of both the mechanisni of control and
the resource of a domestic Teserve would make possible the
exercise of economic warfare in agricultural commodities
as . routine component of US diplomacy. Not unlike many
dimensions of existing diplomatic practice, the mere exist-
ence of the institutional mechanisms would constitute 2
formidable contribution to the cflectiveness of US diplomacy
toward countries for which agricultural imports constitute
a national necessity.
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Strategic Implications

Fhe addiion of g viable potential Tor cconomic warfare
could be auseful diplomatie tool 1o add o the options avail-
able 1o US poheymakers nthe period ahead. For many vears,
the notion ol US pohey as reflecting the “powerfessness of
the powerful™ has underhned the fimts on US policy chowees
In the 19008, 0t was argued  only half n jest—that the
worlds only two saperpowers were Narth Korea and North
Victram,  hedause ol thar senous militiry - provocations
agannst the Umited States while e a position of stark military
vubicrabihty wad simultancous pohtical wmunity to US re-
tuliation.

In fact. thas cocamstance rellects the hmited number of
pohey aptions avanlable between sunply absorbing the pohit-
wal or militny provocations of minor powers and responding
with an undue amonnt of lorce This s guite nnhke the US-
Sovict dise. where there s now o well-developed theory of
graduated respouse at vanvang levels of provocation ™ Much
fess attention has been devoted 1o the vange of appropriate
responses to snidl and mediuvm powers i a pohincal cnsis,

The feasibihity  of cmployimg agnonlture Tor diplomatic
ends 18 by noomeans the whole answer to the problem of

S 8ee. o enample Werneae Wabae, Ol P scabation Motapiiars amd Ny et
tevised Gaitron c Balteenore Peipuen, 1965)
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(lculmg with ey power Prtovocation, MY more thay g
could be stable response 1, the Sovier Union under many
circunistances It dos, however, Provide for alternatiye
for US policy maker, that could pe useful unger Ssone unpor-
ant circumstanges, Fhe g mportant potengigg appheation
of the agricultyry) CAPOIL lever i gy 4 means of hriuging infly-
enee to bhear against the Soviet Umon, There are WO aspegry
of Soviey agriculture (), lend 10 enhance the utility of
cconomic warfare-

(1) The Sovier Uniion g, lraditionally reacted 1o periodie
shortgages 1 domestie agricultury| production by
hcll-lighlcning measures. Thepe have been iy Major
shortfally in agricultury| Productioy in the pay 20
years, while the United Spaqes has had Major agri.
cultural shorifaly, ONCE every fwo decades singe the
Cwvil War This Practice is now Jeq, acceptable (han
it once was, because of the adverye political inipacy
of madequare qualitative ang quantitatjye agricultyry)
Production on 1he SMem of domeyje Incentives ang
labor Productivity in (he Industriy| seelor. Ay g result,
the Soviet Union jy hkely 10 Maintain o strong prefey.

enee for imporling dencultury) Commadities 1, Nicet
shortfalls,

(2) A major clfon |, being mipde by the Soviers o alier
the compaosition of (heiy dict hy suhsliluling livestock
consumption (o, food praip consumiption. Although
Soviet per Cupitu prap COMSUMIPLion alingsy cquuly
that of (he United States, virtually a Erinn s cop.
sumed dircclly. whereas 1§ rer capiyy consumption
s largely indirect consumpiian through livestock .

Soviet feed grain Production i likely 1o inade-

quate for this 1ask for the foresceable future. The

Soviety currently have only two millioy head of beef

cattle. To byjig up an incrcasing nventory of beef

Cattle in the faee of ﬂucluan‘ng domestic feed grain
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production, mports of tS feed g are hkely to be
4 pUrnanent requirenient

Phese cocamstances provade somie explicn opportunitics
to attect Soviet pohincal behavin b the US chooses to em-
ploy s feverage as o consequence of s donnmance of the
apncuttnral export market the best i to influence resource
allocation within the: Soviet ceonomy Withholdmg  feed
grams trom the Soviets wonld have o major impact upon
resaurce allocation ab the Soviets sought 10 mamtain their
obgective ot mercasmg Inestock production. Livestock pro-
duction miposes very high mbrashiucture costs in any case,
In addiion to the problem of providing adequate feed grain
suppiies, there are costly feedlots o develap and maintain,
major improvements to be made i the Soviet system of
mterfarm minketmg, e the roral road network, wnd in
miahetmg and distiibation channels, and substantial bureau-
cratic changes o support the necessary redirection of Soviet
agriculture.

Phe teverage of US teed griam exports would he magnified
if they shonkd be withheld or not angmented dunng periods
of signiicamt shorttalls within the Soviet Union. Major short-
ages of feed gram would require drastic shifis in the allocation
ol resonrees from other sectors of the cconomy to the agricul-
tural sector, thereby mhiiting Sovict industriat and mihtary
potential In this regard, manipalaton of agricultural exports
to the Sovict Uinon s hikely to have @ much more significant
mnpact on resource allocation wathin the Soviet Union than
withholdmg mdustial wechnolopy. Conmenting on' this phe-
nomenon. Professor 1€ Schelting has stated

Wheat shipments may have the same effect on mili-
tary programs as et cngme sales. Wheat shipments may
pernnt the Soviets to keep chemical industries oriented

Testiminty ot Prodcssa 1 € Schielling Hruvnes v $avg 18 e Pande, Conn
wttiee et Voweren Relations, 1N S Novembeg 1964, p. 218
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toward munitions rather than fertilizers; jet engine sales
may permit the Soviets o allocate engineering resources
to consumer goods rather than jet engines.

This view is reinforced by recent rescarch into US-Soviet
dollar-ruble ratios. According to a CTA study, a ruble could
buy somewhat less than a dollar’s worth of food.** But its
value would appear to be much greater in relation to most
major industrial products. For example, Holzman cites a
rublc as worth $9.09 in the purchase of electrical control
apparatus, $8.0¥ in buying power baoilers and steam turbines,
and $5.56 in rclation to metal-cutting machine tools. The
stark difference between the exchange ratios for some indus-
trial products and those for agricultural commodities is ex-
plained by the fact that the defense sector receives priority
in the allocation of investment and research over the egricul-
tural and consumer goods sectors. Holzman conclades:

An cmbargo policy designed to prevent the USSR
from reaping large pains from trade would do well to
concentrate on low dollar ratio commoditics.

In addition to the cconomic implications of the manipula-
tion of agricultural exports, substantial political costs could
be imposed on the Soviet leadership responsible for short-
falls in agricultural output.’' This is particularly true in a
context where the Soviet lcadership has sought to raise Soviet
expectations for substantial improvement in the Soviet diet
in the near future. It is not apparent as to what extent the
Soviet leadership would be willing to absorb these political
costs in order to avoid cutting back on the armed forces.
It may be possible to foree such a choice on the Sovicet lead-
ership. This is an option that has not hitherto been available
to US policymakers.

= Caed by Molzman, toc cit . p. 668

= Ihid.

Wt has been widely speculated that the fadure of the Soviet harvest in 1963-64
was a primary cause of Khruschev's fall from power in October 1964,
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Phere ane other possibilities perhaps less spectacular, but

sighicant nevertheless where the United: Stites could ex-
ploit s predonmmance agrcultural production. A example
would be i improving s bargaming position vis-a-vis raw
materals supplhicrs who are attenmipting to improve their terms
ol trade thiough the establishment of cartel arrangements,
s the petroleum exporting nations have done. In 4 recent
study of nine major nonfuel inmerals, there appears to be
at least a himited opportumity tor producer nations 1o raise
prices and improve their terms of trade with the mineral-
consuning developed nations

Denial of access 1o raw materals, or sharply rising prices
for them, could substantially increase the cost of products
within the Umited States, ceithes dircetly or by torcing the
use of mcthaient and higher cost substitutes; but it is un-
hikely 10 be cripphing. Nevertheless, the substantial agricul-
tural requirements of many underdeveloped nations of the
world - including the petroleum exporting nations —makes
this dimension of US ceonomic power @ potentially useful
mstrument of imternational economic diplomacy #

Phe data prosented i Tabies and 10 cmphasize the
potential for diplomatic conthct over aceess to foreign re-
sources. OF 12 amportant nunerals, the United States iy
more than SO percent dependent on foreign sources of sup-
ply for ten of them, and totally dependent with respect 1o

B Naton and K bbb, Gholoping Nations and Non Fuel Ninctals, "
Forvign A flaies CAPLEL 19T B 4 S The authois  stadsed e market
Wit won ore, havate, SOPPULL s iganose ole
A amd tn The carly g B L BT LT LR TR T 1
A shulb charagterizann of th US “thecal 1o mpley  agic el exports
BArEINMIE Gver oy dsn S Law matctials amd the torms of Iade o oxprossed in
Recinsohild: O b the Nest € riss o New York Riview of Booky,
Aprl 41973 s ASNEY IS WO froan ahe porspective of one whes vicws (his
desclipment with great atarm
A reoent sady seidincted for the Moo Forcign Aflans Commntiee louad o
Semmctnn dependence of OPEC natsons o rmported food supplies Congres
stomal Reseanih Sctvie, Avertar and  Analy iy Cimcertiong U N} oogd Foaprorrs,
Commitice on Foreign ALy, House of Reprosentatines, Howse Report No
PUAOTA, Nonember 21, 1970
U Morocoo iy repotted b hase pledd the price ol s Phosphate rogk CApOIts,
bt this cxample does ot seem e have boon < odely emulated by other nations
See Morgan Guarsnty §rost Company “lorgan Covaranry Survey, Marh 1974

fead, mckel, phosphate ok
n h e and phosphuite rog
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four tehrommumn, cobalt, manganese. and 1n) - A substantial
fraction of the ownership ol these resources s vested in
cither Communist bloc nations, or in underdeveloped nations
whose withngness 10 ciaploy. conservation measures 1o im-
prove their terms of trade or for political purposes is, how-
ever, vet to be demonstrated

TABLE Y
US Import Dependence

Imports as
a pereeni of
consumption
in 1973

Bauxite 84
Chromium 100
Cobalt 100
Copper R
Iron Ore 29
Lead 19
Mangancese 100
Mcrcury 82
Nicke! 9?2
Tin 100
Tungsten 56
Zine 50

During the 1973-74 Arab oil embargo. the United States
was not organized for more than teo responses: military
intervention, and passive resigniation tu accept the short-term
costs of the embargo. With appropriate organization, a third
alternative would hive been available as an instrument of
diplomicy ~the mampulation of the dehvery of agricultural
products to the Middle Pas This diplomatic lever s not
only commensurate with the provocation, but also far more
likely to achicve success than the establishment of a con-
sumers cartel, as was favored in some quarters,

T
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lcad
Umited States
Canada
Auntratia
Other FFree World
Communist Countnes

Manganese
Gabon
Repubhc of South Alnci
Umited States
Other Free World
Communist Countries

Mercury
Spain
Y ueposfavia
United States
Other Free World
Communist € antnes

Nickel
New  Catedonn
Canada
Cubu
United States
Other Free World
Communist Countries

lin
Uhatand
Malaysia
tndonesia
United States
Other Free World
Communist Countries

Percenlage
of world
reserves

389
13.2

8.3
22.2
17.4

15.0

R.S
35.0
41.5

«9.1
8.7
1.2

219

13.2

333
13.6

33.5
14.4
13.2

21.8
17.1
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Tungsten
United States 6.4
Other Free World 161
Communist Countries 77.5
Zinc
Canada 260
United States 229
Other Free World 359
Commumst Countries 15.3

NOTE . Resooves are detimed as known, dentiied  deposits of muncral-hearing
ank from which mincrals can be extracted profitably with exsting tech
nology  and under present coonomie condinons  Aside from  the US,
falions shown are those which andmvadually  account for st least ewhit
pereent of sl world reserses U ommumist Countties™ category excludes
Yugoslavia

Source  Morgan Guearanty Survey . March 1974

It 1s difficult to overlook the “proxy war™ aspects of the
1973 oil embargo. The Soviets were a powerful factor in both
its intensity and duration through its leverage over its Arab
chents. By having available & mechanism that could have
been used against the oil producing nations participating in
the embargo. the United States would have had a viable means
of diplomatic influence to support its objectives in the region
without resort to the threat or use of force. There are numer-
ous examples of what could be obtained by these means- -
from extracung mulitary basing rights from an otherwisc
reluctant nation, to inhibiting alliances hostile 1o the inter-
ests of the United States. Willingness to exploit our advan-
tages would almost certainly depend upon the stakes involved.
It is unlikely that this weapon would ever be used with much
enthusiasm. but its mere existence could constitute a new
force in the arsenal of Amernican diplomacy.
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CHANGING AMERICAN FOREIGN POLICY IN
THE MIDDLE EAST: AN ANALYS 1S

by Edw~rd S. Boylan

With the advent of the “energy crisis' with all its ramifications,

there have been increasing calls for a reexamination of American foreign

policy in the Middle East, in particular the strong support the United
States has given lsrael in its struggles for existence. Critics of

current policies argue, in essence, that support of lIsrael:

a) adversely affects relations with the Arab nations, which is
undeslrable because of that bloc's oll resources and growing

economic wealth;

b) increases the likellhood of a relmposition of the oll embargo,
which would have a very negative effect on the American economy,

c) provides opportunities for increasing soviet influence in the
area;

d) carries the i 1sk of a superpower conflict In the region;

e) 1Is dancerous'y weakening American military strenqth.

While these arguments have elements of truth in them, they do not
appear sufficlent to justify any sharp change in American foreign policy.

For it is rare for any major plank in American forelgn policy to be an

unalloyed blessling, pleasing all nations. In addition to the shortcomings

of current policies and the benefits of proposed alternatives, one must
also consider the benefits of current poiicies and what negative develop-
ments are likely to result | f changes are made.

In particular, diminished support for isrcel:

a) would have adverse international implications in many & eas
of the wurld;

Y is not likely to have a significant impact on American energy
problems;
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will not quarantee harmonious relations with ail the Arab
nations,;

d) could, under some scenarios, be a spur to war in the region;

e) may possibly lead to nuclear proliferation, in the Middle East
and elsewhere;

f) would certainly have undesirabie domestic consequences.

To discuss these points in order, one should note that except for
longstanding obligations to NATO, Japan and perhaps Taiwan, few aspects
of American policy have been as firm and longlasting as the commitment
to support the existence of Israel. Presidents of vastly different poll-
tical perspectives have ail made support of Israel an Important element
of Amarlcan foreign policy. For the United States to suddenly weaken
Its commitment, not because of any change In Israel or the Unlted States,
but in essence because of external pressure and economic threats from
Arab nation, would raise questions about the value and certalnty of an
ailiance with the United States in many parts of the world.

In particular, the Mlddle East may suddenly become a new ''soft under-
belly'" of Wester<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>